Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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\fou  may  never  see  your  bags  again. 
But  you  can  recover. 


\bu've  got  the  CardI 


Now  there's  no  need  to  lose  sleep  over  lost 
luggage.  Stolen  luggage.  Or  luggage  that 
somehow  gets  crushed,  flattened,  cracked 
or  mangled.  Because  whenever  you're 
aboard  any  common  carrier- train, 
plane,  boat  or  bus-you've  got  as  much 
as  $500  above  the  carriers  liability  for 
checked  baggage  when  you  charge  your 
travel  tickets  to  the  American  Express* 
Card.  As  well  as  $1,250  coverage  on  carry- 
on  baggage.  And  if  you  charge  your  tickets 


before  you  leave  home,  you'll  get  the  same 
$  1,250  coverage  on  your  baggage  while 
traveling  to  or  from  the  terminal  in  a  taxi, 
bus  or  airport  limo.  Naturally,  there  are 
conditions  and  exclusions  which  apply 
(for  example,  certain  items  such  as  jewelry 
and  cameras  are  limited  to  $250)?  So 
from  now  on,  lost  luggage  won't 
mean  all  is  lost.  Because  you've  ' 
got  the  American  Express  Card. 
Don't  leave  home  without  it.® 


*Fot  details,  write:  American  Express  Card  Baggage  Insurance  Plan™,  P.O.  Box  311,  Jericho,  HY.  11753.  The  Plan  is  underwritten 
by  Firemam  Fund  Insurance  Company,  Administrative  Office,  SanRafael,  Cal,  for  approximately  29(  of  the  annualCard  fee. 


lit  to  je  the  Pony  Express 
through  again? 


Want  to 


The  tradition  lives  on  in  Borg-Warner's  Pony  Express'  courier  system,  a  ready  fleet  of  modern 
vehicles  that  safely  speed  vital  packages  and  documents  for  business  and  government.  That's 
todays  Borg-Warner.  Diversified  for  financial  stability.  A  company  worth  watching. 


BorgWnrner 


Watch 
Borg-Warner 

^O^      ^^r  ®  MM  Borg-Warner  Corporation 

For  an  annual  report  write:  Borg-Warner,  Dept.  50, 200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


If  your  business 
is  talcing  off,  go  Ford. 


Tough  Ford  Vans  have  the 
room,  payload  and  power 
to  keep  ahead  of  your  growing 
needs.  No  minivan  comes 
close  to  their  capacity 
Or  their  popularity* 


However  you  mea- 
sure van  value,  you'll 
find  Ford's  Econoline 
out  front. 

Consider  this:  Ford's 
short- wheelbase  E-150 
Econoline  is  less  than  a 
foot  longer 
outside 
than  the 
new 
minis. 
But  it 
encloses 
over  1/3 
more  cargo 
space.  So  three  Ford 


Vans,  even  short  ones, 
can  do  the  hauling  work 
of  four  minis. 

Biggest  capacity. 

And  there's  more. 
More  payload  capacity- 
up  to  4,835  lbs.  in  big- 
ger models.  (Ford 
gives  you  a  choice 
of  3  van  lengths.) 
More  towing  ability 
-a  max  of  10,000 
lbs.,  when  properly 
equipped,  twice  as 
much  as  any  minivan. 
Ford  Vans  are  designed 
and  built  to  do  a  real  job. 


More  Power  Choices. 

There's  more 
power,  too.  A  lot  more. 
Only  Ford  Vans  give  you 
a  choice  of  five  engines. 
They  start  with  a  big  4.9L 
Six,  standard.  They 
continue  with  a  choice  of 
powerful  V-8's-topped 
bya7.5LV8thatnow 
turns  out  245  horse- 
power.* And  include  a 
husky  6.9L  diesel,  the 
most  powerful  in  its 
class. 


COMPARE 


CHEVY 
ASTRO 


FORD 
E-150 


STANDARD 

ENGINE 

VAN  LENGTH 

CARGO  CU  FT. 

CARGO  HEIGHT     48.5" 

CARGO  WIDTH       69.0" 

CARGO  FLOOR 

FLOOR  TO 

GROUND  HT. 

SIDE  CARGO 

DOOR  CHOICE 


2.5L 
Four 

176.8" 
152 


88.9" 
24.8" 


Slide 


4.9L 

Six 

186  8" 

204 

53.9" 

70.3" 

103.1" 

25.4" 

Slide 
Hinge 


SL    Puro/atop 
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'My  Ford  Van  &  Me." 


Strong  body-on-frai 

What's  more,  nc 
other  van,  big  or  sma 
has  Ford's  strong  bod 
on-frame  constructio 
It's  the  underlying  ree 
why  Ford  vans  are  bt 
so  tough.  And  why 
they're  America's  bes 
selling  vans  by  far* 

Whether  you  wi 
business  vans  that  ca( 
take  a  beating— or  a  v. 
conversion  that  can  t;i 
you  in  luxurious  com 
-go  all  the  way  Go  Ff 

Best-Built 
American  Trucks 

At  Ford,  Quality^ 
Job  1.  A  1984  survey 
established  that  Ford: 
makes  the  best-built  i 
American  trucks.  Thii 
based  on  an  average  | 
problems  reported  b 
owners  in  the  prior  9 
months  on  1981- 198- 
models  designed  ana 
built  in  the  U.S. 

Lifetime  Service 
Guarantee. 

As  part  of  Ford  I 
Company's  commitri 
to  your  total  satisfact 
participating  Ford  De- 
stand  behind  their  vn\ 
in  writing,  with  a  Life 
Service  Guarantee.  N 
car  companies'  deale 
eign  or  domestic,  off 
kind  of  security  Nob  I 
See  your  participate 
Ford  Dealer  for  detai: 

•Based  on  1984  calendar  year 
manufacturers'  reported  retail  d 
♦Horsepower  based  on  SAE  Star 
J1349. 
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>jf*  together-Buckle  up! 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  pages  192  and  194. 

Companies 

39  International  Business  Machines 

"A  fine  Japanese  company  operating  outside  of  Japan." 

40  Unocal 

Boone  Pickens  may  be  in  for  a  hell  of  a  fight.  Fred  Hartley 
is  a  lot  tougher  than  some  of  Pickens'  other  victims. 

42     Cover  Story:  Victor  Posner's  Empire 

Is  the  game  up?  If  it  is,  he  will  walk  away  from  the 
shambles  he  has  created  a  very  rich  man. 

75     Chrysler  Corp. 

Is  there  life  after  Iacocca?  Meet  Chrysler's  three  crown 
princes. 

78     The  Standard  Products  Co. 

Cost  control  works,  as  long  as  you're  fanatic  about  it. 

80     McGregor  Corp. 

Has  Meshulam  Riklis  gone  soft?  Hardly. 

82    Federated  Department  Stores,  Inc. 

Once  it  was  the  biggest  and  the  best.  It's  still  the  biggest, 
but — because  it  refuses  to  choose  among  clear  alterna- 
tives— no  longer  the  best. 

94    Unilever 

It's  coming  out  of  its  shell.  Can  it  come  out  of  P&G's 
shadow? 


101     King  World  Productions 

There  is  only  so  much  money  in  The  Little  Rascals,  which 
sounds  like  a  job  for  Merv. 

112    The  Up  &  Comers 

Larsen  Co.;  Sun  Coast  Plastics;  Electro-Nucleonics. 

116  Playbill  Inc. 

Niches  are  where  you  find  them.  Here's  an  unlikely  but 
cozy  one. 

117  European  American  Bancorp 

You  can't  go  home  again — or  can  you? 

International 

88     Cities/Kamaishi,  Japan 

Just  like  Smokestack  America,  Smokestack  Japan  is  hav- 
ing its  problems. 

106     Israel:  A  Laboratory  For  Free  Trade 

The  unprecedented  U.S. -Israel  treaty  to  reduce  trade  bar- 
riers to  zero  may  ultimately  have  less  to  do  with  Israel 
than  with  a  slew  of  other  nations. 

Industries 

38     Automobiles:  Gentlemen,  Start  Your  Engines 

Pull  over,  Toyota,  Nissan,  Honda,  Subaru.  Here  come 
Mitsubishi  and  Isuzu. 

50     Appliances 

Who  said  this  was  a  dull  business?  GE  is  tearing  it  up  and 
its  competitors  are  scrambling. 


Departments 

Money  &  Investments 

Columnists 

6     Side  Lines 

33     What's  Ahead  For 

181     Ben  Weberman 

8    Trends 

Business 

182     Susan  Lee 

14     Follow-Through 

34    The  Forbes  Index 

184    Ann  C.  Brown 

18     Readers  Say 

163    The  Forbes /Wilshire 

186    David  Dreman 

25     Fact  and  Comment 

5000  Review 

188     Srully  Blotnick 

28    Other  Comments 

190    Stanley  W.  Angrist 

31     Fact  and  Comment  II 

195     Flashbacks 

196    Thoughts 
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106 


126 


168 
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54     Motion  Pictures:  The  Worm  Turns 

Against  all  expectations,  exhibitors  now  have  the  upper 
hand  in  their  eternal  battle  with  moviemakers. 

Wall  Street 

120    Numbers  Game:  Where's  The  Cash? 

Even  the  banks  now  realize  it's  cash  flow  that  really 
counts. 

166     Streetwalker 

Financial  Corp.  of  America,  Scott  Paper  Co.,  Munford, 
Standard  Oil  Co.  (Indiana),  Rohr  Industries. 

168     The  Funds:  A  Load  By  Any  Other  Name  . . . 

Costs  just  the  same,  even  if  it  comes  in  the  back  door. 

170    Attention,  Silver  Bugs 

The  best  time  to  buy  an  inflation  hedge  may  be  when 
inflation  looks  dead. 

172     Statistical  Spotlight:  A  Consensus  To  Bet  Against? 

Analysts'  earnings  estimates  for  96  companies. 


Taxing  Matters 


122     Who  Will  Get  Audited? 

The  IRS  has  some  definite  ground  rules,  many  of  them 
public  information.  Also:  A  round  for  the  captives. 


On  The  Docket 


126     Is  Nothing  Sacred? 

Not  even  the  courts  of  Delaware?  Maybe  not. 


Marketing 


128     What's  In  A  Brand  Name? 

These  days,  plenty  of  headaches.  With  150,000  brand 
names  registered  in  the  last  four  years,  it's  getting  harder 
and  harder  to  find  one  that  isn't  already  taken.  Also:  Here 
comes  the  designer  refrigerator. 


Technology 


132    Drilling  For  History 

Scientists  use  oil  exploration  technology  to  try  tracing 
the  evolution  of  the  earth.  Also:  Monitoring  products' 
shelf-life;  how  bossy  is  helping  out  the  biotech  industry; 
and,  the  high  cost  of  software  and  what  to  do  about  it. 


Personal  Affairs 


142    The  Concorde:  Alive  And  Well 

In  fact,  the  world's  only  supersonic  airliner  is  actually 
making  money.  Also:  How  come  you're  still  paying 
20%  on  credit-card  credit  when  other  interest  rates  have 
come  down? 


Careers 


148     Do  You  Really  Want  To  Be  A  Phenom? 

So  you  dream  about  becoming  a  CEO  before  you're  40? 
Those  who  made  it  big  and  made  it  early  say  it's  not  all 
it's  cracked  up  to  be. 


Faces  Behind  the  Figures 


154  A.  William  Calder,  Joy  Manufacturing 

154  David  Hinson,  Midway  Airlines 

155  Antonio  Chan,  Xian  Foods 

158  Neil  Austrian,  Showtime/The  Movie  Channel 

158  John  Cusick,  AT&T 

159  Luis  Nogales,  United  Press  International 
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Side  Lines 


Women  and  children  first?  Not  our  Vic 

Longtime  Forbes  readers  probably  weren't  surprised  to  read 
elsewhere  that  financial  finagler  Victor  Posner  seems  to  be  near 
the  end  of  his  rope.  Repeatedly,  and  as  far  back  as  1969,  this 
magazine  warned  that  Posner  was  bad  news,  and  though  his 
bankers  clearly  thought  otherwise,  we've  never  changed  our 
view.  His  picture  on  this  issue's  cover  heralds  more  than  just 
another  superficial  account  of  the  Miamian's  mounting  trou- 
bles. Starting  on  page  42,  Senior  Editors  Allan  Sloan  and  Harry 
Seneker  tell  a  cautionary  tale  with  a  sad  moral.  The  moral  is 
that  the  captain  doesn't  always  go  down  with  his  ship. 

The  writers,  together  with  Reporter-Researchers  Tania  Pou- 
schine and  Barbara  Kallen,  found  the  story  buried  deep  in 
Posner's  SEC  filings.  Posner  virtually  hemorrhages  documents 
from  his  1 1  public  companies.  Very  often  they  weigh  in  at  more 
than  100  pages  apiece.  For  example,  his  many  salaries  and 
amazing  bonuses  were  buried  deep  in  thick,  turgid  amendments 
to  10-Ks  slid  into  the  record  long  after  the  main  documents 
themselves.  These  available  but  daunting  documents  are  like  a 
jigsaw  puzzle;  pieced  together  properly,  they  tell  a  story  that 
goes  well  beyond  the  banalities. 

As  long  as  I'm  pointing  with  pride,  I  might  as  well  add  that 
faithful  Forbes  readers  weren't  greatly  surprised  by  Capital 
Cities'  takeover  of  ABC.  "ABC  is  doing  well,  but  not  as  well  as- 
it  should  be  doing,  which  is  precisely  why  it  may  be  takeover 
bait."  That  was  the  headline  on  a  thoughtful  Forbes  analysis  of: 
ABC  carried  in  our  issue  of  Aug.  13,  1984.  In  the  article  Senior 
Editor  Subrata  Chakravarty  commented  that  while  ABC  stock, 
then  in  the  low  60s,  wasn't  a  bargain  on  earnings,  it  was  cheap 
indeed  in  terms  of  assets.  (Capital  Cities  is  paying  $121  a  share.) 
The  article  was,  I  think,  Forbes  at  its  best:  Not  on  the  news  buti 
ahead  of  the  news.  Chakravarty  is  represented  in  this  issue  by* 
the  piece  on  Federated  Department  Stores;  it  begins  on  page  82. 


Computers,  rust  bowls  and  quotas 

There's  a  lot  of  Japan  in  this  issue.  No  accident.  We  think- 
Americans  ought  to  cease  viewing  the  Japanese  either  as  super- 
men or  as  cads  and  begin  to  look  at  the  realities  of  our  toughest  i 
business  competitor.  Currently  stationed  in  Tokyo  for  us,  Con- 
tributing Editor  Richard  Phalon  pays  a  visit  to  the  Japanese  rust 
bowl,  where,  he  tells  us,  even  heavy  government  spending  has' 
been  unable  to  prevent  a  major  population  exodus;  page  8 
Senior  Editor  Kathleen  Wiegner  describes  how  IBM  Japan  has 
managed  the  trick  of  staying  neck  and  neck  with  Fujitsu  in  the 
latter's  home  market  at  a  time  when  so  many  other  U.S.  firms' 
are  content  to  whine  about  Japanese  trade  barriers;  page  39' 
Reporting  from  Los  Angeles,  Staff  Writer  Andrew  Tanzer  identic 
fies  the  probable  Japanese  winners  when  car  quotas  are  re-'1 
moved;  page  38. 


C-/ Editor 
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The  IBM  Wheelprinter: 
A  simpler  path  to  letter  quality. 


The  IBM  Wheelprinter  is  a 
jrsonal  computer  printer  with  a 
mplified  approach  to  paper 
andling. 

This  IBM  personal  printer  is 
le  only  daisy  wheel  printer  that 
"fers  both  a  built-in  sheet  feed 
id  pin  feed  capability.  Its  the 
test  example  of  IBM's  expertise 
the  design  and  manufacture  of 
liable  paper  feeds. 

Because  it  has  a  paper  tray 
ipacity  of  100  sheets,  large  jobs 


can  be  printed  without  reloading. 
And,  at  the  flip  of  a  switch,  you 
can  go  from  automatic  to  manual 
sheet  feed. 

The  Wheelprinter  prints 
quietly  on  plain  paper,  letterhead, 
multi-part  forms  and  even 
envelopes  at  up  to  25  characters 
per  second.  And  you  can  easily 
attach  it  to  IBM  personal 
computers  and  to  many  other 
microcomputers. 

The  Wheelprinter  is  just  one 


example  of  the  more  than  70 
printer  models  we  build.  But  they 
all  serve  a  single  purpose:  To  make 
your  printing  as  effective  as  your 
processing.  To  give  your  work  the 
finishing  touch. 

For  a  free  brochure— or  for  the 
IBM  Product  Center  or  authorized 
dealer  nearest  you-call  1  800  IBM- 
2468.  Ext.  7/3W. 


IBM  Printers... The  finishing  touch.     IBM  Printers... The  finishing  touch. 
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Edited  by  John  A.  Conway 


The  great  bond  debate 

The  market  for  new  municipal  bonds 
was  $105  billion  last  year,  and  about 
65%  of  that  was  tax-exempt  public 
purpose  bonds — for  such  items  as 
nonprofit  hospitals,  nonprofit 
schools,  student  loans,  housing,  air- 
ports and  pollution  control.  Such  is- 
sues will  cost  Uncle  Sam  at  least  $4.9 
billion  in  lost  tax  revenues  in  fis- 
cal 1986,  the  Treasury  Depart- 
ment says,  which  is  why  part  of 
its  tax  reform  proposal  would 
eliminate  them.  Treasury  also 
wants  to  cut  out  munis  when 
more  than  1%  of  the  proceeds 
benefits  a  nongovernment  group, 
affecting  agencies  like  public 
power  authorities,  which  sell 
power  to  private  utilities.  That 
would  knock  out  another  $16  bil- 
lion or  so,  says  the  Washington- 
based  Public  Securities  Associ- 
ation, which,  not  surprisingly,  is 
opposed.  The  measure,  Treasury 
says,  would  increase  tax  revenues 
by  $546  million  in  1986  and  by 
$3.5  billion  in  1990.  Some  ob- 
servers say  one  effect  might  be  to 
push  up  values  of  existing  mu- 
nicipal bonds.  But  cities  and 
states  would  also  be  forced  to  pay 
30%  more— at  least  $2.3  billion 
in  extra  interest  in  1985  alone — 
on  much  of  their  borrowing,  and  it  is 
doubtful  they  could  raise  taxes 
enough  to  cover  that.  Any  major  tax 
reform  proposal  Congress  considers 
this  year  will  include  some  version  of 
tax-exempt  restrictions,  says  Bruce 
Davie,  chief  tax  economist  of  the 
House  Ways  &.  Means  Committee, 
but  its  future  depends  in  large  part  on 
the  fate  of  the  entire  tax  reform  effort. 

Glitches  and  hitches 
at  the  IRS 

Tax  refunds  will  be  a  little  late  this 
year,  the  tax  collectors  say.  The  rea- 
son: The  IRS  installed  new  Sperry 
Univac  computers  last  year  and  trans- 
lated 1,500  computer  programs  into  a 
new  language.  Result:  Processing  will 
take  four  to  five  days  more,  according 
to  Eddie  Heironimus,  associate  com- 
missioner for  data  processing.  Re- 
turns with  mistakes  or  those  improp- 
erly entered  into  computers  at  the  ten 
regional  service  centers  will  take  even 
longer,  the  system  used  to  correct  er- 
rors is  suffering  more  downtime  than 
planned.  The  IRS  took  a  week  to  test 
the  new  gear,  Heironimus  says,  "but 
the  majority  [of  regional  centers]  are 


now  approaching  normal  speed,  and 
last  week  four  exceeded  it."  By  mid- 
February  the  IRS  was  61%  behind  its 
1984  rate  of  handling  returns,  but  a 
week  later  the  shortfall  was  a  little 
less  than  40%.  "I  believe  we're  over 
the  problems  with  the  software," 
Heironimus  says.  "As  each  day  passes 
we  find  fewer  and  fewer  glitches." 


Good-bye,  martinis  . . . 

Treating  your  banker  to  lunch  or  a 
ball  game  can  be  a  crime  under  the 
"bank  bribery"  statute  of  the  Federal 
Comprehensive  Crime  Control  Act  of 
1984,  signed  into  law  by  President 
Reagan  last  October.  If  the  tab  is  un- 
der $100  and  is  paid  by  a  banker's 
client,  the  crime  is  a  misdemeanor, 
and  each  luncher  could  face  a  year  in 
jail  and  a  $1,000  fine.  On  tabs  topping 
$100,  it's  a  felony,  with  penalties  up 
to  five  years  and  $5,000.  The  statute 
also  covers  S&Ls  and  includes  "any- 
thing of  value" — theater  tickets,  trav- 
el expenses,  etc.  Practically  anyone 
connected  with  the  bank  or  its  busi- 
ness— officers,  directors,  employees, 
agents,  attorneys,  joint  venture  part- 
ners and  consultants — can  be  pros- 
ecuted. Not  every  such  lunch  will  re- 
sult in  prosecution,  of  course,  but  it 
could  if  a  bank  has  problems.  The 
Comptroller  of  the  Currency  advised 
banks  in  January  that  they  should  in- 
form employees  of  the  new  statute, 
but  many  banks  are  still  wrestling 
with  the  problem.  No  one  knows  how 
the  courts  will  interpret  the  law.  But 
attorney  Michael  Roster,  a  Los  Ange- 


les-based bank  specialist,  warns  that 
unless  and  until  the  statute  is  clari- 
fied, bankers  taking  anything  of  value 
from  a  customer  "entail  risk." 

Goldbugs  revisited 

With  gold  $300  an  ounce,  compared 
with  $850  five  years  ago,  where  have 
all  the  goldbugs  gone?  Some  of  them 
have  changed  their  tune.  Jim 
Dines,  tabbed  the  original  gold- 
bug  after  he  lost  his  job  with  A.M. 
Kidder  back  in  1962  for  recom- 
mending the  stuff,  now  likes  gold 
stocks  short  term,  but  thinks 
they  are  not  a  good  long-term  in- 
vestment. Instead,  he  recom- 
mends high-growth  and  high- 
technology  stocks,  bonds,  banks 
and  utilities.  Why  the  switch? 
"We've  been  in  a  serious  defla- 
tion for  five  years,"  Dines  says, 
citing  falling  prices  of  commod- 
ities and  raw  materials  like  steeli 
and  copper.  Gold  is  an  invest- 
ment for  inflationary  times,  he« 
says;  the  others  are  for  periods  oil 
deflation.  Howard  Ruff,  Utahn 
publisher  of  The  Financial  Success* 
Report,  disagrees.  Another  bigs 
goldbug  during  the  Seventies,> 
Ruff  bailed  out  when  goldc 
dropped  to  $650  in  1980.  "I  be- 
lieve the  time  for  gold  has  just 
about  come  back,"  he  says.  Dines  anc< 
Ruff  still  agree  on  the  need  for  a  re- 
turn to  the  gold  standard  but  neither 
is  optimistic.  "I  realize  there  will  nod 
be  a  gold  standard  in  my  lifetime,' 
Dines  says,  "and  nothing  will  bring 
one,  short  of  a  crash." 

Gazetteer  for  job  seekers 

Texas,  California  and  Florida  will  b<> 
the  happy  hunting  grounds  for  jobs  fo:i 
the  next  15  years,  according  to  thf 
National  Planning  Association.  Sev< 
enteen  of  the  30  cities  with  the  great 
est  job  potentials,  the  report  says,  art 
in  those  three  states,  and  only  five  arc 
in  the  Midwest,  the  Northeast  or  thr 
Middle  Atlantic  states.  Houston  i: 
the  top  city  for  job-seekers — despite 
the  big  slowdown  in  oil  and  one  of  th< 
top  vacancy  rates  for  commercial  of 
fice  space  in  the  country.  Even  econo 
mist  Nestor  Terleckyj,  who  ran  th> 
NPA  study,  is  puzzled  by  Houston' 
top  rank,  though  he  notes  that  th> 
economic  model  used  tends  to  reflec 
only  long-range  trends.  At  any  rate 
more  than  1.2  million  new  jobs  ar 
forecast  for  Houston  by  the  year  200C 
The  only  other  million-job  gainer  i 
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hat  could  make  it  to 


The  new  Volkswagen  Jetta 


price  Anere  mortals  can  afford.  It's  sporty,  roomy  and 
s  reliable  as  a  VW.  We  tested  it  through  3.7  million  miles 
f  hell  and  high  water.  To  prove  its  durability  we  back  it 
ith  our  new  2 -year  Unlimited -mileage  Protection  Plant 
Jetta.  Because  a  car  can't  get  you  to  the  next  city,  let 
one  the  next  century,  if  you  can't  afford  the  car. 


©It's  not  a  car. 
It's  a  Volksw< 


The  new  Jetta  $7,995f  MOP  It's  a  Volkswagen. 

.ton  Plan;  2-year  unlimited  -  mileage,  l,m,ted  warranty  on  ent,re  car  excepl  tires,  3-year  unlimited  -  mileage,  limited  warranty  on  corrosion  perforation.  See  U.S.  dealer  for  details.  "Mfr's  sugg.  retail  pricing, 
dmg  tax,  title,  dealer  prep  and  trans .:  S7.775  for  2-door  model,  $7,995  for  4-door  model  as  shown.  (Metallic  paint,  alloy  wheels  are  extra  CO"'     -'--->•■•■■•       «•  — 
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Meek-  Rljek  Star 
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Orange  County,  southeast  of  Los  An- 
geles; next  is  Los  Angeles-Long  Beach, 
with  an  expected  840,000  new  jobs  by 
2000.  The  fastest  percentage  growth 
of  all  is  expected  in  Austin,  Tex.  "If 
you  can  get  out  of  town  for  three 
months  during  the  hot  season,"  Ter- 
leckyj  says,  "it's  a  marvelous  place  to 
live."  Outside  the  Sunbelt,  only  Bos- 
ton, Minneapolis-St.Paul,  Baltimore 
and  New  York's  Long  Island  rank  in 
the  top  30. 

As  Mr.  Steel  sees  it 

David  Roderick,  U.S.  Steel's  chair- 
man, sees  good  news  and  bad  news 
ahead.  He  expects  a  first  quarter  simi- 
lar to  the  final  one  of  1984,  when  his 
company  earned  a  minuscule  $29  mil- 
lion on  revenues  of  $4.7  billion.  But  in 
the  next  quarter,  he  says,  "You'll  be- 
gin to  see  it  go  up."  At  the  same  time, 
he  foresees  possible  bankruptcy  for 
one  of  the  other  six  major  steelmakers 
under  present  conditions  and  a  "cer- 
tainty" for  another  if  the  market  de- 
clines. Roderick  also  wants  to  scotch 
rumors  that  U.S.  Steel  hopes  to  make 
a  $5  billion  nonsteel  acquisition  in 
the  next  few  years.  "We  are  not  look- 
ing for  an  acquisition  in  that  time 
frame,"  Roderick  says.  "If  we  were 
going  to  make  an  acquisition,  it 
would  be  going  out  some  time  in  1988 
or  beyond."  Right  now,  he  says,  prior- 
ity goes  to  paying  off  $  1 .5  billion  to  $2 
billion  of  the  company's  $6.3  billion 
in  debt.  Roderick  also  got  in  a  lick  for 
the  voluntary  restraints  on  foreign 
steel  that  President  Reagan  has  nego- 
tiated. These  could  cut  imports  from 
27%  to  20%  of  the  U.S.  market  (in- 


Steel  imports  in  Houston 
Good  news  and  bad  news. 


eluding  a  gain  of  1  million  tons  for 
U.S.  Steel),  he  says.  Still,  increased 
imports  are  all  but  inevitable,  he  adds, 
because  American  makers  have  no 
money  to  invest  in  their  own  mills  or 
compete  with  subsidized  foreign 
makers.  "I  think  the  importation  of 
more  semifinished  [steel]  is  going  to 
take  place,"  he  says.  "I  really  don't  see 
how  that's  going  to  be  stopped." 

Taxing  the  wish  book 

Back  in  1968  the  U.S.  Supreme  Court 
ruled  that  state  sales  taxes  cannot  be 
charged  on  goods  sold  through  out-of- 
state  mail-order  houses.  The  states 
are  now  more  unhappy  about  that 
than  ever.  Direct-mail  sales  account 
for  at  least  14%  of  all  of  today's  retail 
transactions  and  should  reach  20%  by 
the  end  of  the  decade.  Meanwhile, 
sales  and  use  taxes  as  a  portion  of 
state  and  local  tax  bases  have  grown 
from  19%  in  1967  to  24%  for  44  states 
and  the  District  of  Columbia.  They 
will  no  doubt  climb  further  as  the 
federal  government  continues  to  cut 
funds  for  the  states,  says  the  Advisory 
Commission  on  Intergovernmental 
Relations  (ACIR).  In  1985  alone, 
states  will  lose  sales  tax  revenues  of 
$700  million  to  $1.6  billion  on  direct- 
mail  orders  and  border  sales,  the 
ACIR  says.  No  surprise  that  the  Mul- 
tistate  Tax  Commission,  a  group  of  21 
states  and  the  District  of  Columbia, 
has  resolved  to  push  Congress  to  pass 
a  law  allowing  sales  taxes  on  direct- 
mail  orders.  The  ACIR  held  hearings 
on  the  subject  last  month.  If  it  recom- 
mends that  Congress  move — and 
Congress  does  so — the  big  question, 
and  not  an  easy  one,  will  be  how  the 
states  will  enforce  the  law. 

The  no  shows 

Absenteeism  seems  perennial,  but 
can  it  be  cured?  Four  years  ago  two 
Ball  State  University  professors  noted 
that  many  workers,  particularly  those 
with  outside  income,  like  their  bene- 
fits more  than  their  paychecks;  they 
recommended  tying  benefits  to  the 
number  of  hours  worked.  Clarence 
Deitsch  and  David  Dilts  (the  latter 
now  at  Kansas  State)  figured  this 
would  cut  absenteeism  substantially. 
General  Motors,  which  now  pays  an 
average  employee  $225  per  week  in 
benefits — health  and  life  insurance, 
profit  sharing,  employee  discounts, 
paid  time  off — picked  up  on  the  idea 
in  its  1982  contract  with  the  United 
Auto  Workers.  In  1981,  15%  of  GM's 
work  force  accounted  for  85%  to  90% 
of  its  absences,  the  professors  say.  The 
1982  contract  decreed  that  employees 


A  GM  assembly  line 
Time  means  benefits. 


who  miss  20%  or  more  time  for  typi- 
cal  reasons— common   colds,    etc. — 
would,  after  a  six-month  "warning" 
period,  lose  an  equivalent  amount  of 
benefits.  Time  missed  at  one  GM  di-  ■ 
vision  dropped  from  18.3%  in  1982  to 
just  over  12.9%  last  year,  and  Dilts 
and  Deitsch   estimate   the   contract, 
saved  GM  $750  million  in  three  years. 
The  company,  they  say,  probably  put : 
more  than  half  of  that  back  into  bene- 
fits like  drug  and  alcohol  counseling  t 
to  reduce  absenteeism  further. 

The  porn  problem 

Lawyers  are  offended  by  pornography 
as  much  as  the  next  person,  but  what' 
to  do  about  it  is  another  question/ 
says  a  report  in  the  current  issue  of1 
the  ABA  Journal.  The  city  of  Indianap- 
olis, for  example,  outlawed  pornogra- 
phy as  a  violation  of  women's  civil 
rights,  and  several  other  cities  nation- 
wide are  considering  similar  legisla- 
tion. But  U.S.  District  Judge  Sarah 
Evans  Barker  of  Indianapolis  has  ruled 
that  the  ordinance  violates  the  First 
Amendment.  Most  lawyers  agree.  Ann 
American  Bar  Association  poll  of  600 
attorneys  nationwide  found  that  70% 
think      pornography      discriminates 
against  women,  and  two-thirds  (74%  j 
of  older  lawyers  and  82%  of  women  i 
think  it  contributes  to  violent  crime 
against  women.  But  30%  say  the  Indi- 
anapolis ordinance  went  overboard,  | 
25%  find  it  too  vague  and  24%  think 
it  constitutes  censorship.  Only  25% 
of  those  polled  believe  it  was  consti- 
tutional, and  those  were  more  likel) 
to  be  more  than  55  years  old.  A  par- 
tial, but  constitutional,  solution,  ac 
cording  to  90%  of  those  polled,  woulc 
be  for  cities  to  use  zoning  ordinances 
to  restrict  the  location  of  porn  shops 
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Keeping  up 

with  you 

is  almost 

impossible. 


But  this  is  how 

far  we  are 
prepared  to  go. 


British  Airways  flies  more  people  to 
more  countries  than  any  other  airline. 

From  London  we  fly  to  Aberdeen, 
Abu  Dhabi,  Adelaide,  Amman, 
Amsterdam,  Antigua,  Athens, 
Auckland,  Baghdad,  Bahrain,  Bangkok, 
Barbados,  Barcelona,  Basle/Mulhouse, 
Beijing,  Belfast,  Benbecula,  Berlin, 
Bermuda,  Bilbao,  Birmingham, 
Bogota,  Bologna,  Bombay,  Bordeaux, 
Bremen,  Brisbane,  Brussels,  Budapest, 
Cairo,  Calcutta,  Cape  Town,  Caracas, 
Cologne,  Colombo,  Copenhagen, 
Cork,  Dar  Es  Salaam,  Delhi,  Dhaka, 
Doha,  Dubai,  Dublin,  Durban, 
Dusseldorf,  Edinburgh. 

Along  with  Faro,  Frankfurt,  Geneva, 
Gibraltar,  Glasgow,  Gothenburg, 
Hamburg,  Hanover,  Harare,  Helsinki, 
Hong  Kong,  Islamabad,  Istanbul, 
Jersey,    Johannesburg,     Karachi, 


Khartoum,  Kingston,  Kuala  Lumpur, 
Kuwait,  Larnaca,  Lilongwe,  Lisbon, 
Luxembourg,  Lyon,  Madrid, 
Malaga,  Malta,  Manchester,  Manila, 
Marseille,  Mauritius,  Melbourne, 
Milan,  Montego  Bay,  Montreal, 
Moscow,  Munich,  Muscat. 

Not  to  mention  Nairobi,  Naples, 
Nassau,  Newcastle,  Nice,  Oporto, 
Osaka,  Oslo,  Paris,  Perth,  Pisa, 
Port  of  Spain,  Prague,  Rio  de  Janeiro, 
Rome,  St  Lucia,  Sao  Paulo, 
Seychelles,  Shannon,  Singapore, 
Stavanger,  Stockholm,  Stuttgart, 
Sydney,  Tehran,  Tel  Aviv,  Tokyo, 
Toronto,  Turin,  Valencia,  Vancouver, 
Venice,  Vienna,  Warsaw,  Zurich. 

And  you  can  fly  to  London  from 
Anchorage,  Baltimore,  Boston,  Chicago, 
Detroit,  Los  Angeles,  Miami,  New  York, 
Orlando,  Philadelphia,  Pittsburgh,* 
San  Francisco,  Seattle,  Tampa  and 
Washington  D.C. 

All  told,  to  136  cities,  in  66  countries, 
on  6  continents. 

Which  is  yet  another  reason  why 
we're  the  worlds  favourite  airline. 

British  Airways 

The  worlds  favourite  airline." 

♦Service  lo  Pittsburgh  begins  May  13, 1985 


An  Advertising  Service 
That's  Special 


CORPORATE  REPORT 


Special  because  publicly-held  cor- 
porations can  reach  America's 
most  important  investors  by  using 
Corporate  Report  Updates  in  Forbes. 
Appearing  once  each  month,  Cor- 
porate Report  Updates  enables 
companies  to  announce  important 
developments  to  the  astute  investors 
who  read  Forbes.  Moreover,  for 
added  impact,  this  Forbes  advertising 
service  is  positioned  in  the  popular 
"Money  and  Investments"  section  of 
the  magazine. 

Forbes  has  720,000  subscribers  and 
a  total  readership  of  almost  4  mil- 
lion. 92%  of  Forbes'  subscribers  own 
corporate  stock,  with  average  hold- 
ings exceeding  $474, 000.  Over  half  are 
involved  with  helping  others  make 
investments  decisions. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York.  NY  10011 
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Change  of  luck 

Lucky  Stores,  the  $9.2  billion  com- 
pany ranking  eighth  among  retailers 
and  fourth  among  supermarket 
chains,  made  its  mark  back  in  the 
Sixties  and  Seventies  as  the  nation's 
first  real  discount  supermarket  chain, 
with  low  prices  and  no  frills.  In  the 
early  Seventies  it  went  on  an  acquisi- 
tions spree,  throwing  into  its  cart  ev- 
erything from  restaurants  and  drug- 
stores to  auto  supply  and  women's 
wear  outlets.  It  didn't  work.  "Lucky  is 
a  perfect  example  of  a  good  retailer 
that  tried  diversification  and  failed," 
says  analyst  Fred  Wintzer  of  Ameri- 
can Express'  Shearson  Lehman  Broth- 
ers. Two  years  ago  S.  Donley  Ritchey, 
Lucky's  chairman  and  CEO,  conced- 
ed: "We  realized  we  can't  do  every- 
thing well"  (Forbes,  May  9,  1983). 

Lucky  has  done  a  lot  of  house- 
cleaning.  In  August  it  sold  its  240- 
store  women's  apparel  business,  It's- 
A-Dilly  and  Pic-A-Dilly,  to  Colum- 
bus, Ohio's  The  Limited.  In  January  it 
unloaded  77  retail  auto  parts  stores  to 
Southland  Corp.  It  is  also  selling  17 
Chicago-area  Eagle  supermarkets. 

Ritchey  announced  in  January  he 
would  leave  his  CEO  post  in  June  but 
remain  as  chairman.  President  John 
Lillie  will  move  up.  It  was  not  a  mo- 
ment too  soon,  since  many  want  new 
blood  at  the  top.  Lucky's  earnings 
have  declined  for  the  past  five  quar- 
ters, and  last  year's  $1.84  per  share 
was  10%  below  1983's  results.  This 
year's  earnings  may  be  nothing  spe- 
cial, either.  Unlike  most  of  Lucky's 
former  CEOs,  who  came  up  through 
the  ranks,  Lillie,  now  47,  came  aboard 
in  1979  as  executive  vice  president 
from  Leslie  Salt  Co. 

The  biggest  thorn  in  Lucky's  side  is 
its  Gemco  discount  chain,  says  Shear- 
son's  Wintzer.  Declining  margins  at 
Gemco's  79  stores  have  hurt  profits. 
"Lucky  let  the  competition  take  over 
its  prime  markets,"  says  Bateman 
Eichler  analyst  Ron  Rotter,  who  notes 
that  Dayton-Hudson's  Target  dis- 
count chain  entered  the  southern  Cal- 
ifornia market  two  years  ago  and  has 
been  taking  business  from  Gemco 
ever  since.  Lucky  is  bringing  in  as 
Gemco's  president  another  outsider, 
Stanley  Brenner,  who  held  a  similar 
post  with  H.C.  Prange  Co.,  a  Green 
Bay,  Wis. -based  retail  chain. 

Perhaps  what  Lucky  needs  most  are 
some  changes  at  the  board  level.  As  of 
June  the  16-member  board  will  in- 
clude four  former  CEOs  (including 
Ritchey)  and  two  current  Lucky  ex- 


ecutives— Lillie,  the  new  president, 
and  Ivan  Owen,  chief  financial  officer. 
The  possibilities  for  I-told-you-so  de- 
bate seem  limitless. 


Perform  or  pay 

Barry  Ziskin  raised  some  Wall  Street 
eyebrows  last  year  when  he  proposed 
to  pay  his  shareholders  if  his  new 
closed-end  mutual  fund  failed  to  pro- 
duce (Forbes,  Oct.  22.  1984).  Managers 
of  perhaps  35  other  funds  often  cut 
their  fees  after  a  bad  year,  but  none 
has  paid  out  of  his  own  pocket.  The 
SEC  requires  performance  fees  to  be 
symmetrical:  If  good  performance  is 
rewarded,  poor  performance  must  be 
penalized.  The  question  is  what  is 
poor  performance.  Other  funds  keep 
the  maximum  poor-show  penalty  be- 
low the  base  fee,  ensuring  that  even  in 
the  worst  of  times  managers  will  eat. 

Ziskin's  fee  for  running  the  Z-Sev- 
en  fund  (total  assets,  $14.9  million) 
was  tied  to  the  market:  If  he  tracked 
S&P's  500  Index  within  9.9  percent- 
age points  in  net  asset  value,  his  base 
fee  would  be  1%  of  assets.  If  he  under- 
performed  by  10  to  14.9  points,  he  got 
nothing.  For  every  five  points  under 
the  S&P's,  he  would  pay  his  share- 
holders 0.5%  of  the  fund's  assets. 

Z-Seven  is  one  year  old  and  has 
calculated  Ziskin's  first  fee.  The  re- 
sult: Net  asset  value  dropped  91  cents 
a  share,  from  $13.80  to  $12.89,  under- 
performing  the  SckP's  by  11.3  points. 
(Funds  didn't  fare  well  generally;  the 
industry's  average  gain  was  1.15%.) 
Normally  this  would  have  wiped  out 
only  his  base  fee.  But  Ziskin  had  al- 
ready lost  that  1%  when  management 
expenses  ran  to  4.5%  of  assets,  a  point 
over  the  maximum  his  shareholders 
must  pay.  So  he  paid  his  shareholders 
$127,229.30,  or  12.3  cents  a  share. 

The  rebate  was  modest,  but  it  was 
something,  and  the  2,000  sharehold- 
ers have  the  second  birthday  to  look 
forward  to.  Following  the  first  anni- 
versary, net  asset  value  went  up 
12.5%,  to  $14.50  per  share,  and  the 
shares  (traded  on  the  Pacific  and 
Philadelphia  stock  exchanges)  are 
selling  at  a  premium  of  $1. 


Hope  springs  eternal 

After  18  years  of  hard  work  building 
his  cable  equipment  company,  Tex- 
scan  Corp.  Chairman  Carl  Pehlke  felt 
so  confident  he  laid  out  $15  million 
for  General  Telephone  &  Electric's 
loss-ridden  cable-TV  equipment  busi- 
ness (Forbes,  Sept.  26.  1983).  To  raise 
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the  Delta  dental  challenge 


compare  your  group 
dental  plan  with  ours 
and -discover  the 
Delta  difference! 


Delta's  cost  containment  safeguards  are  unmatched  by  any  other  plan. 


Everyone  agrees  on  the  importance  of  cost  con- 
tainment. But  few  agree  on  the  best  way  to  achieve  it. 

Some  plans  reduce  premium  costs  by  cutting  back 
on  benefits.  Others  shift  a  bigger  share  of  the 
financial  load  to  the  patient.  Still  others  confine  the 
delivery  of  care  to  a  small  group  of  designated 
dentists  willing  to  discount  their  fees. 

At  Delta,  we  take  a  different  approach. 

Participating  dentists  file  their  fees  with  us  and 
guarantee  they'll  charge  no  more.  In  cases  where 
extensive  dental  work  is  required,  they  submit 
treatment  plans  in  advance  to  determine  how 


much  the  program  will  cover  and  how  much  the 
patient  will  have  to  pay. 

Co-payments  and  deductibles  are  spelled  out 
completely.  Everyone  knows  exactly  where  they 
stand.  And  costs  are  kept  to  a  minimum. 

If  your  present  group  dental  plan  isn't  providing 
the  quality  dental  care  you  want  with  the  kind  of 
cost  containment  you  need,  compare  your  plan 
with  ours. 

For  a  free  copy  of  Delta's  10-point  Dental  Plan 
Comparison  Chart,  call  our  National  Accounts 
office  at  312-337-4707. 


You  know  where  you  stand  with  a 
Delta  Dental  Plan. 


A 


Delta  Dental  Plans  Association 

211  East  Chicago  Avenue,  Dept.  A 
Chicago,  Illinois  60611 


Higher  Speed  Machining 

Fansteel  VR/Wesson  produces  end  mills  that  allow  higher  speed 
machining  and  longer  tool  life. 

In  fact  VR/Wesson  Whisper-mill™  end  mills  are  capable  of 

machining  two  to  five  times  faster  than  conventional  cobalt  HSS 

end  mills.  Increased  milling  speeds  reduce  the  amount  of  machine  time 

required  and  keep  manufacturing  costs  low. 

Higher  speed  machining  and  longer  tool  life,  VR/Wesson  Whisper-mill™ 
end  mills  increase  your  machines'  productivity. 


areteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 
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the  price,  the  Phoenix-based  company 
issued  $40  million  in  convertible  de- 
bentures, keeping  $24  million  in  cash. 
But  construction  on  cable  systems 
had  peaked  and  was  likely  to  fall  in 
the  mid-Eighties,  Forbes  wrote,  and 
selling  more  securities  than  necessary 
diluted  Pehlke's  and  other  Texscan 
shareholders'  interests  by  18%. 

But  the  acquisition  was  more  trou- 
ble than  Pehlke  anticipated.  For  start- 
ers, Texscan  made  an  error  that  has 
brought  on  a  class  action  shareholder 
suit  by  Herbert  Silverberg  of  New 
York.  The  company  accounted  for 
GTE's  inventory  on  a  cost  basis,  rath- 
er than  at  current  market  value,  and 
when  the  products  were  sold,  counted 
the  difference  as  profits.  Earnings  for 
fiscal  1984  were  cut  by  $1.6  million, 
to  $4.7  million,  after  auditors  called 
Texscan  on  the  error.  Silverberg  also 
charges  Texscan  made  false  claims 
that  the  acquisition's  profitability  ex- 
ceeded initial  projections  and  margins 
would  continue  to  improve.  An  hon- 
est mistake,  says  Pehlke. 

Overall,  Texscan 's  earnings  this 
year  have  been  nothing  to  write  home 
about,  either,  in  part  because  of  the 
acquisition.  In  the  first  nine  months  it 
lost  $1.1  million,  compared  with  a 


Ham'  Redl/Black  Star 


Texscan 's  Carl  Pehlke 
Wall  Street  is  wary. 


$3.2  million  profit  for  the  first  nine 
months  last  year,  on  sales  of  $56.5 
million,  down  7.2%.  "We  don't  think 
the  next  quarter  is  going  to  be  spark- 
ling, either,"  Pehlke  says.  He  blames 
the  losses  partly  on  startup  costs  for  a 
system  for  British  Telecom  and  other 
new  products  and  on  problems  con- 
solidating and  closing  GTE  plants. 

Nevertheless,  when  it  comes  to 
next  year,  Pehlke  is  his  old  optimistic 
self.  "I  think  the  problems  are  behind 
us,"  he  says,  adding  that  the  company 
has  purchase  orders  for  $25  million 
and  commitments  on  another  $55 
million.  But  Wall  Street  is  wary.  Tex- 
scan's  shares,  which  hit  a  high  of  27V8 
in  1983,  have  been  down  to  3  V*  this 
year  and  recently  sold  at  only  4V*. 


2669  S.  Bayshore  Drive,  Coconut  Grove,  Miami,  FL  33133  (305)858-9600  CIGA  Reservations  800-221-2340 


The  Ultimate  Premium- 
Fly  Concorde  Free. 


Almost  everyone  has  wanted 
to  travel  on  the  superliner  QE2 
and  the  supersonic  Concorde. 
Now  you  can  experience  both 
for  half  the  cost  of  buying 
them  separately.  Sail  QE2  one 
way,  5  days  to  Europe,  fly 
Concorde  the  other.  Concorde 
is  free  in  First  Class  for  parties  of 
6,  or  only  $549  additional  if 
you're  traveling  with  less  than 
6.  Prices  from  $1,295  to  $6,850. 


See  your  travel  agent  for  other 
SuperEurope  savings  or  call 
Cunard  in  N.Y  at  (212)  661-7777 
or  from  elsewhere  800-221-1770. 

Rates  are  per  person,  double  occupancy. 
Concorde  offer  is  on  specially  reserved 
BA  flights.  Parties  of  six  or  more  sailing 
Transatlantic  Class  pay  $275  per  person 
extra  for  Concorde. 
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FOOT  NOTES 


TWO  WRIGHT  FEET 

SiR:  While  visiting  my  son  in  New  York 
recently,  I  noticed  that  he  was  wearing  the 
same  shoes  I  have  on  right  now— yours.  I 
know  for  a  fact  that  he  only  cares  about 
looks,  and  I  care  more  about  comfort  and 
quality.  It's  no  coincidence  that  we  both 
standby  E.T.  Wright. 
—Dr.  William  Witt 
Shaker  fits.,  OH 


EYE-FOOT 
COORDINATION 

SiR:  Reference  my  new  Wright  Shoes,  I 
bought  a  pair  for  looks  alone  and  got  a  big 
surprise.  I  never  expected  them  to  be  so 
comfortable!  They  turned  out  to  be  the  finest 
hand-sewn  shoes  I've  ever  owned.  I  was 
especially  pleased  to  see  that  they're  Ameri- 
can made.  The  eyes  have  it,  and  the  feet  are 
happy  to  go  along. 
—Michael  Kaplan 
Portola  Valley,  CA 

For  a  free  color  catalogue  and  store  loca- 
tions, write:  E.T.  Wright 
&Co.,  Rockland, 
MA  02370.  Or 
call  toll-free: 
800-343-1080. 
Style  100  top; 
style  M46 
bottom. 


Readers  Say 


Wright  Shoes 


We've  been  Wright  for  more  than  100  years. 


Test  it  on  MIT? 

Sir:  Re  your  article  on  revenue  shar- 
ing ("High  wages  versus  unemploy- 
ment," Mar.  11).  Actually  it  is  here 
today  in  the  form  of  productivity  gain- 
sharing.  As  your  article  clearly  points 
out,  economics  will  generally  win  in 
the  long  run  with,  unfortunately,  low- 
er employment  the  common  conse- 
quence. Why  not  confront  the  prob- 
lem up  front,  as  have  the  Japanese  and 
increasing  numbers  of  U.S.  compa- 
nies with  some  form  of  gainsharing? 
— Dr  Timothy  L.  Ross 
Director, 
BG  Productivity  and  Gaittsharing 

Institute 
Bowling  Green  State  University 
Bowling  Green,  Ohio 

Sir:  In  the  [MIT  Professor  Martin] 
Weitzman  System  the  labor  force  is 
better  off,  not  just  those  protected  by 
unions.  This  idea  could  revitalize  our 
heavy  industrial  sectors,  such  as  the 
Northeast  and  parts  of  the  Midwest. 
— Thomas  P.  Leahey 
Winter  Park,  Fla. 

Sir:  Professor  Weitzman's  theory 
could  be  tested  by  the  MIT  faculty 
(the  economics  faculty  should  suffice 
if  the  rest  will  not  go  along).  If  the 
theory  really  works  in  practice,  it 
should  be  much  easier  to  sell  to  the 
rest  of  the  world. 
— Henry  E  Kilpatrick  Jr. 
Arlington,  Va. 


Corporate  takeovers 

Sir:  The  article  on  mergers  and  acqui- 
sitions ("Why  is  no  one  safe?" Mar  11) 
was  a  disappointment.  Mergers  im- 
pact many  people  and  encompass  very 
important  issues,  including  the  prop- 
er roles  of  employers,  directors,  com- 
munities and  America's  42  million 
stockholders.  All  of  these  constitu- 
ents deserved  a  more  objective  analy- 
sis of  the  facts. 
— T  Boone  Pickens  J r 
Chairman  and  President, 
Mesa  Petroleum  Co. 
Amarillo.  Tex. 


We  pay,  they  spend 

Sir:  Two  great  minds  are  proceeding 
along  the  same  track  (Fact  and  Com- 
ment, Mar.  11).  I  am  enclosing  a  pre- 
publication  draft  of  my  message  (sup- 
porting an  added  gas  tax],  which  will 


be  included  in  the  1984  Kemper  Corp. 
annual  report.  I  think  if  you  check  the 
figures  you  will  find  that  even  the 
additional  tax  of  30  cents  per  gallon 
on  gasoline  and  diesel  fuel  will  still 
leave  the  price  at  the  pump  approxi- 
mately the  same  as  in  1981. 
— -James  S.  Kemper  Jr. 
Chairman  of  the  Board, 
Kemper  Corp. 
Long  Grove,  III. 

Sir:   Can  we  survive  a  government 

that   taxes   its   people   to    cover   its 

waste? 

— Bill  Newtnan 

New  York,  N.Y. 

Sir:  I  agree  with  your  idea  of  taxing  oil 
and  gasoline.   The   problem   is,    the 
"bastards"  will  spend  it  and  not  use  it 
to  reduce  the  deficit. 
— Joseph  M.  Murray 
Westchester,  Pa. 


Not  yet  wrapped  up 

Sir:    Re    my    comment    to    Speaker 
O'Neill  on  enterprise  zone  legislation 
(Other  Comments,  Mar.    11).   I'm  still 
waiting  for  my  [birthday]  present — 
perhaps  Tip  is  trying  to  select  just  the 
right  wrapping! 
— Ronald  Reagan 
The  White  House 
Washington,  D.C 


L'PI/Benmann  Ncwspho 


State  of  the  Union  Address. 
Reagan  to  O'Neill. 


Pace  keeps  pace 

Sir:  The  article  "The  M.B.A.  mills" 
(Nov.  19,  1984)  refers  to  "unaccredited 
Pace."  Pace  University  possesses  the 
necessary  accreditation.  The  Lubin 
Schools  of  Business  are  in  the  process 
of  applying  for  accreditation  by  the 
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__  THE  HIGH- 

TIRE  THAT 
WARRANTS 


To  help  you  understand  how  significantly  Goodyear 
Eagles  alter  the  driving  experience,  we  equip  each 
set  with  an  operator's  manual.  The  information  it 
contains  demonstrates  how  important  the  prop- 
erly engineered  tire  is  to  a  car's  performance. 

Goodyear  Eagles  are  the  product  of  one  of 
the  world's  most  extensive  racing  programs. 


From  Le  Mans  to  Lime  Rock,  Goodyear  engineers  push 
the  limits  of  tire  performance.  The  resulting  technology 
yields  a  high-performance  street  tire  that  is  so  responsive, 
we  feel  it  dictates  a  different  approach  to  driving. 

So  we  urge  you  to  study  the  "Eagle  High-Performance 
Operator's  Manual"  before  you  drive.  You'll  find  it  only  at 
your  Goodyear  retailer.  Complete  with  four  Goodyear  Eagles. 


GOOD/ YEAR 


"I  started  my  business  not  far  from  this 

harbor,  and  it  will  always  seem  like  home 

to  me.  But  now  my  personal  finances 

are  sufficiently  complex  to  require  the  discreet 

attention  and  finesse  of  my  New  York  bank." 

New  England 
Marine  Outfitters 


Truly  private  banking.  Cash  management.  Credit 
services.  If  excellent  handling  of  such  affairs  concerns 
you,  please  contact  Mr.  Rodney  I.  Woods.  Senior  Vice 
President,  United  States  Trust  Company  of  New  York, 
45  Wall  Street.  New  York,  NY  10005.  (212)  806-4444. 

US/Irust 

When  you  do  something  verv  well 
you  simply  cannot  do  it  for  everyone. 


Readers  Say 


American  Assembly  of  Collegiate 
Schools  of  Business — an  accreditation 
that  is  not  required  by  any  state  or 
national  authority. 

A  survey  by  Standard  &  Poor's  re- 
cently cited  Pace  as  3rd  in  the  country 
among  comparable  institutions  and 
60th  among  3,000  colleges  and  uni- 
versities in  terms  of  the  number  of 
graduates  who  have  reached  leader- 
ship positions  in  U.S.  corporations. 
— Edward  J.  Mortola 
Chancellor, 
— William  G  Sbarwell 
President, 
Pace  University 
New  York,  NY. 


Drug  smuggling  blocked 

Sir:  In  view  of  [your  discussions  in 
Fact  and  Comment]  on  drug  smuggling, 
I  thought  you  would  be  interested  in 
the  results  of  a  recent  joint  operation 
we  ran  with  the  Navy. 

For  about  ten  weeks  over  Christ- 
mas and  New  Year's,  we  effectively 
blockaded  the  South  American  supply 
routes  during  the  harvest  season.  Co- 
lombian police  and  army  forces  con- 
fiscated and  burned  stockpiled  crop 
on  the  beach.  It  was  a  good  operation 
but  couldn't  be  sustained. 

We  hope  to  seize  more  of  the  crop 
during  our  normal  law  enforcement 
patrols. 
—PA.  Yost 

Vice  Admiral,  U.S.  Coast  Guard 
New  York,  NY. 


Joint  operations.''.'' — Ed. 


Equality  of  stress 

Sir:  The  medicine  men  have  it  back- 
wards. A  century  from  now  American 
men  will  outlive  women  (Fact  andi\ 
Comment,  Mar.  11). 

The  average  woman  saw  the  man 
off  to  work,  went  back  to  bed  for  aa 
snooze,  ambled  through  chores,  un- 
loaded the  day's  aggravations  on  her 
spouse  in  the  evening. 

Now  she  is  in  the  work  force.  Out  of 
bed  several  hours  too  soon,  dashes  off 
to  work,  bolts  a  poor  lunch  at  the  hour 
dictated  by  the  boss,  comes  home  to 
bear  the  day's  accumulation  of  house- 
hold stresses. 

"Weaker  sex"  .  .  .  ergo:  shorter  life 
expectancy. 
—Joseph  D.  Bell 
Clearlake  Park,  Calif. 
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To  meet  the  new  business  challenges  of  the  80's. 


If  \<>u  \miii  anything  from 
.ik'iiei  a  da)  to  a  book  a  inoiiih. 
ading  this  could  change  your  life. 
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How  to  G**t  Mom?  Doiw  m  LcHsTir 


R  Alec  Mackenzie 


Take  the  7-volume  EXECUTIVE  SKILLS  Set 


for  only  $2.95. 


You  simply  agree  to  buy  3  more  books— at  handsome 
discounts— within  the  next  12  months. 


tin  the  ranks  of  smart  executives  climb- 

J  their  way  to  the  top  of  the  corporate 
der.  EXECUTIVE  SKILLS  points  the  way 
ith  "insider's"  advice  on  now  to— 

■  exploit  the  latest  technological  ad- 
vances in  office  automation 

■  hone  essential  skills  needed  to  stand 
above  your  competition  in  today's 
complex  business  world. 

KUTIVE  ESSENTIALS.  Mitchell  J.  Posner. 
no-nonsense  approach  to  critical  issues  f  re- 
jently  overlooked  in  other  business  execu- 
te manuals.  Tells  how  to  play  the  power 
ime  never  taught  in  MBA  courses,  move 
infidently  through  tough  career  trade-offs 
id  use  your  current  job  as  a  springboard  to  a 
rtter  one.  Publisher's  Price:  $8.95. 

RITE  TO  THE  TOP:  Writing  lor  Corporate  Suc- 
ss.  Deborah  Dumalne. 

sing  in  an  organization  isn't  as  much  a  matter 
talent  as  the  ability  to  express  that  talent 
rough  good  ideas  stated  with  clarity  and 
ipact.  Whether  it's  a  letter  of  introduction, 
jles  memo,  or  detailed  financial  report,  busi- 
es writing  skills  expert  Dumaine  shows  ex- 
;tly  how  it  s  done.  Publisher's  Price:  $7.95. 

ECUTIVE  COMPUTING:  How  to  Get  It  Done  on 
iur  Own.  John  M.  Nevison 
(■.plains  how  you  can  become  computer-lit- 
ate  easily,  quickly.  Dramatically  increases 
iur  ability  to  program  a  wide  variety  of  busi- 
ss  problems  and  helps  you  communicate 
Dre  effectively  with  your  corporation's  data 
jocessing  department.  Includes  VisiCalc" 
pgrams  and  a  review  of  BASIC.  Publisher's 
Ice:  $12.95. 

E  TIME  TRAP:  How  to  Get  More  Done  in  Less 
'ne.  R.  Alec  Mackenzie. 
(oven  tactics  to  cut  through  major  time- 
'jsting  problems  (meetings,  visitors,  calls, 
pcrastination)  that  make  corporate  life  a 


constant  struggle  for  short-term  survival. 
Work  smarter,  not  harder...  by  focusing 
energies  on  priorities,  tying  time  to  objectives 
and  delegating  authority.  Publisher  s  Price: 
$3.95. 

THE  WORD  PROCESSING  BOOK:  A  Short  Course  in 
Computer  Literacy.  Pefer  A.  McWilliams. 
Introduces  you  to  the  power,  use,  range,  and 
versatility  of  the  word  processor.  Clearly  de- 
scribes the  components  of  a  word  processing 
unit,  how  they  work,  and  most  importantly, 
how  to  get  a  good  buy  on  the  unit  best  suited  to 
your  needs,  "...a  marvelous  book— the  first 
lucid  account  of  what  word  processing  is  all 
about. "—William  F.  Buckley,  Jr.  Publisher's 
Price:  $9.95. 

GETTING  TO  YES:  Negotiating  Agreement  Without 
Giving  In.  Roger  Fisher  and  William  Ury  of  the 
Harvard  Negotiation  Project. 
Negotiate  your  way  through  any  business 
problem  by  learning  how  to  separate  people 
from  problems,  focus  on  interests  not  posi- 
tions, establish  precise  goals  at  the  outset  of 
negotiations  and  work  together  to  create  op- 
tions that  satisfy  all  parties.  Publisher's  Price: 
$4.95. 

THE  OVERNIGHT  GUIDE  TO  PUBLIC  SPEAKING. 

Ed  Wohlmuth. 

Fast,  workable  solutions  to  every  speaking 
situation— from  the  six  promises  every  audi- 
ence wants  to  hear  to  the  final  touches  of  an 
applause  winning  talk.  Publisher's  Price:  $6.95. 


This  special  offer  is  your  introduction  to  The 
Executive  Program®a  professional  book  club 
designed  for  those  with  a  strong  desire  to  be 
successful  in  business.  During  the  past  two 
decades  we've  helped  thousands  of  men  and 
women  sharpen  their  skills  in  virtually  every 
business  area— from  management  to  market- 
ing, advertising  to  personal  finance.  Join  us 
today. 


MEMBERSHIP  BENEFITS  •  In  addition  to  getting  the 
softcover  EXECUTIVE  SKILLS  Set  for  only  $2.95 
when  you  join,  you  keep  saving  substantially  on  the 
books  you  buy  •  Also,  you  will  immediately  become 
eligible  to  participate  in  our  Bonus  Book  Plan,  with 
savings  of  up  to  70%  off  publishers'  prices.  •  At  3-4 
week  intervals  (16  times  a  year)  you  will  receive  the 
Executive  Program  News,  describing  the  Main  Se- 
lection and  Alternate  Selections,  together  with  a 
dated  reply  card.  •  If  you  want  the  Mam  Selection,  do 
nothing  and  it  will  be  sent  to  you  automatically  •  If 
you  prefer  another  selection,  or  no  book  at  all,  sim- 
ply indicate  your  choice  on  the  card,  and  return  it  by 
the  date  specified  •  You  will  have  at  least  10  days  to 
decide.  If,  because  of  late  mail  delivery  of  the  News, 
you  should  receive  a  book  you  do  not  want,  we 
guarantee  return  postage 


The  Executive  Program® 

Riverside,  New  Jersey  08075  3-BT2 

Please  accept  my  application  for  trial  membership 
and  send  me  the  7-volume  EXECUTIVE  SKILLS 
Set  (00385),  billing  me  only  $2.95,  plus  shipping 
and  handling  I  agree  to  purchase  at  least  three 
additional  selections  or  alternates  over  the  next  12 
months  Savings  range  up  to  30%  and  occasion- 
ally even  more  My  membership  is  cancelable  any 
time  after  I  buy  these  three  books.  A  shipping  and 
handling  charge  is  added  to  all  shipments 
No-Risk  Guarantee:  If  you  are  not  satisfied— for  any 
reason-you  may  return  the  EXECUTIVE  SKILLS 
Set  within  10  days  and  your  membership  will  be 
canceled  and  you  will  owe  nothing. 

Name 


Name  of  Firm  _ 


(if  you  want  subscription  sent  to  your  office) 

Address 

City — 


State . 


Zip_ 


(Offer  good  in  Continental  U.S.  and  Canada  only. 
Prices  slightly  higher  in  Canada ) 
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ARTIFICIAL  INTELLIGENCE 
IS  GIVING  ONE  OF  THESE 
TWO  DUMMIES  A  BRAIN 


1^^ 


With  apologies  to  Charlie  McCarthy*  we'd  like  topoint 
out  a  few  similarities  between  computers  and  dummies. 

First,  neither  has  a  brain.  True,  computers  have 
memory.  But  while  having  the  ability  to  store  away  millions 
of  facts  is  impressive,  it  does  not  qualify  as  thought. 

Second,  they  are  both  blank  slates.  You  only  get  out 
of  them  what  you  put  in.  And  both  are  hopelessly  depen- 
dent upon  humans  for  every  function. 


But  there  is  hope  for  at  least  one  of  them.  Throug 
exploratory  work  in  artificial  intelligence,  ways  are  beii 
discovered  to  change  computers  from  data  processors 
simply  receive,  store  and  display  information  to  device 
that  can  learn,  reason,  draw  conclusions,  take  action  a 
hold  a  conversation  —  in  plain  English. 

Artificial  intelligence  is  not  one  technology,  but 
many.  By  giving  machines  image  sensors  for  eyes,  rob( 


AND  MARTIN  MARIETTA  IS  MASTERMINDING  IT. 


is  and  legs,  and  computers  for  brains,  they  can 
n  independently.  Martin  Marietta  is  involved  in  more 
)  artificial  intelligence  projects  that  bring  these 
logies  together. 

irtificial  intelligence  already  has  the  potential  to 
>ctors  diagnose  illnesses,  geologists  pinpoint  mineral 
I  business  people  and  battlefield  commanders 
aster  and  better-informed  decisions,  and  to  allow 


machines  to  work  where  humans  cannot  go. 

The  future  is  being  driven  by  technologies  like  these. 
And  Martin  Marietta  supplies  the  creative  intelligence  to 
make  them  work.  In  aerospace,  defense,  electronics, 
communications,  information  management,  energy  and 
materials. 

Technologies  that  are  helping  develop  smart  systems 
so  that  humans  can  make  smarter  decisions. 


Maw*ti*I  MAWiJ&JtriM, 


6801  ROCKLEDCE  DRIVE,  BETHESDA,  MARYLAND  20817 

•Charlie  McCarthy,  the  brainchild  of  the  late  Edgar  Bergen,  has  been  a  radio  and  TV  "personality"  for  five  decades.  He  has  no  need  of  artificial  intelligence. 


1985  Ninety-Eight  Regency. 

The  remarkable  marriage  of  luxury 
and  precise  road  management. 


Slide  in.  Enjoy  the  famous  Ninety-Eight  ele- 
gance-for  six.  Pillow-soft,  contoured  seats.  Deep 
pile  carpeting.  Luxury  throughout. 

Next,  discover  its  spirited  perfor- 
mance. A  3.8  liter  V6  multi- 
port  fuel  injected  _—-——— 
engine  is       ^= 
standard 
on  the 
Brougham. 
You  travel  in 
quiet  splendor  - 
virtually  isolated  from  road  noise. 

That  ride  is  made  smooth  by  Ninety-Eight's 


aj 


road  management  system:  four-wheel  inde- 
pendent suspension,  electronic  level  control,  i, 
and-pinion  steering  and  front  wr 
drive.  You  feel  the  road-1 
not  the  bumps.  This  Nin 
Eight  also  features  a 
%       3-year/36,000-n 
limited  new-Co 
-    warranty.  A  dedili 
ible  may  apply. ; 
{/         See  your  dealer  fow 

details  and  a  test  drive.; 
dsmobiles  are  equipped  with  engines  produced  at  facilili 
•erated  by  GM  car  groups,  subsidiaries  or  affiliated  comp 
worldwide. 


Let's  get  it  together... buckle  up. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  MIDEAST  INCHES  NEARER  TO  RESOLVING 

its  unsolvable  impasses  the  longer  we  stay  away  from  strong-arming  "solutions." 

AS  SAUDIS  SPANKING  NEW  PETROCHEMICAL  CITIES  START 


pouring  out  their  stuff,  woe  unto  our  own.  The  gleam- 
ing Arabian  labyrinths  are  the  most  expensive  state  of 
the  art  that  our  best  construction/engineering  giants 
could  build. 

For  Arabs,  earning  interest  on  investment  is  a  reli- 
gious no-no,  and  amortizing,  a  concept  that  is  foreign. 

With  oil  revenues  plunged,  Saudi  cash  outflow  is 
ongoingly  greater  than  their  cash  intake.  The  Saudis  (so, 


too,  Kuwaitis  and  Mexicans)  are  understandably  eager  to 
rub  these  modern  Aladdin's  lamps  and  bring  forth  a 
gush  of  additional  revenue. 

Putting  this  genie  back  would  be  a  fable-ous  accom- 
plishment for  competing  U.S.  and  Western  petrochemi- 
cal makers. 

Coping  in  the  world's  marketplace  is  going  to  be 
more  than  tough. 


IN  ALL  THE  GOBBLEDYGOOK  ABOUT  GORBACHEV 


one  thing's  for  sure — even  if  he's  not  good  as  we  see  the 
good,  it's  good  that  he's  a  mere  54  years  old  and  more  apt  to 
be  Headknocker  for  a  couple  of  decades. 

The  top  of  the  Communist  heap  in  the  Kremlin  has  been 
getting  good  at  handling  transitions,  but  the  price  of  this 
practice  has  been  limping-to-poor  performance  in  the  in- 
terims between  Head  changes. 

The  U.S.S.R.'s  new  leader  has  been,  to  all  intents  and 
purposes,  in  the  job  for  the  last  few  months.  Speculation 
that  it  will  take  quite  a  time  for  him  to  get  a  firm  hand  on 


all  the  Soviet  throttles  is  baloney.  The  old  guys  acknowl- 
edge, by  Gorbachev's  selection,  that  they've  had  it.  The 
new  guys  who  want  a  future  know  their  personal  fortunes 
are  in  his  hands,  the  kissing  of  which  is  under  way. 

For  the  foreseeable  future,  at  least  we'll  know  with 
whom  we're  dealing.  The  fact  that  Mikhail  Gorbachev  is 
charming,  and  that  his  wife  is,  too,  may  not  affect  the 
attitudes  and  issues  betwixt  us.  But  it  will  certainly  make 
for  a  more  urbane,  pleasanter  prelude  to  the  revving  up  of 
our  confrontation  motors. 


KNOCKING  TV  NEWSCASTS  IS  A  NATIONAL  PASTIME 


for  print-shackled  pundits,  "educators,"  and  misnomered 
sophisticates. 

TV  news,  contrary  to  so  many  shallow,  repetitious  put- 
downs,  results  in  countless  millions'  knowing  a  lot  more 
than  they  ever  did  before  about  what's  going  on. 

Thanks  to  the  rigorous  restraints  of  time,  writers  of  TV 
newscasts  have  to  get  right  to  the  essence  of  the  news, 


shell  out  swiftly  the  main  facts.  Every  writer  will  tell  you 
brevity's  the  most  difficult  art  in  the  world  of  words. 

If  you've  listened  to  the  morning's  television  network 
news  summaries  or  the  evening's  network  newscasts, 
you'll  know  the  highlights  of  what's  happened,  what's 
happening. 

That's  all  to  the  good. 
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IN  THE  SAME  CAMPAIGN,  ONE  AWE  FULL,  ONE  AWFUL 

Mitsubishi  Electric  magnificently  illustrates  its  superb  electronic  capacities  by 
showing  how  the  whole  of  Hamlet  will  fit  on  its  U.S. -made  semiconductor.  Undra- 

matically  powerful. 
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Contrast  that  with 
this  hairy,  pink,  fleas- 
in-the-ear  illustration 
of  another  Mitsubishi 
Electric  product. 

Opens  the  copy,  "To 
make  music  sound 
this  clear  and  close, 
you  could  go  to  ex- 
tremes." Like  this 
ugh-ly  depiction. 


SOME  MANNERS,  SOME  CONFORMITY 

do  make  living  pleasanter. 

Imagine,  if  instead  of  saying,  "How  nice  to  see  you," 

we  all  said  what  we  might  really  have  in  mind. 


DENTISTS  NO  LONGER 

If  "Trivial  Pursuits"  had  a  question,  "What's  a  periodon- 
tist?," probably  most  would  guess  it  referred  to  someone 
who  had  something  to  do  with  a  species  of  flower  or 
somebody  who  handles  hurt  feet.  Given  the  way  periodon- 
tists used  to  perform,  either  or  both  answers  wouldn't  have 
been  so  unrelated.  Old  periodontal  procedures  were  real 
foot-in-the-mouth  dentistry  that  often  meant  flowers  for 
one's  teeth. 

Thirty-two  million  Americans  over  30  are  estimated  to 
have  periodontitis — plaque  so  deep  in  the  gums  that  many 
affected,  infected  teeth  are  soon  among  the  missing. 

It  didn't  matter  even  if  you'd  been  seeing  your  dentist 
twice  a  year  and  brushing  regularly.  The  old  "cure"  was 
surgery — cutting  into  the  gums.  But  too  often  the  plaque 
recurred  within  a  year  or  two. 

Now,  in  techniques  pioneered  by  Dr.  Paul  Keyes,  this 
tooth-killing,  Godawful-breath-causing  disease  is  being 
rolled  back  simply  by  using  a  combination  of  "such 
ordinary  household  items  as  salt,  baking  soda  and  hydro- 
gen peroxide  in  combination  with  a  rubber-tipped  appli- 


GUMMING  UP  THE  JOB 

cator  and  a  water  jet." 

But  as  Dr.  Milton  Silver  emphasizes:  "This  is  no  do-it- 
yourself  program.  The  treatment  must  be  given  by  the 
dentist  trained  in  the  Keyes  Method.  The  progress  is; 
monitored  by  the  microscope.  The  bacterial  risk  factors 
must  be  eliminated  to  cure  the  disease." 

As  science  journalist  Judith  Randal  reports  in  American 
Health,  "The  central  point  is  that  periodontal  disease  is  a 
chronic  infection,  and  it  makes  more  sense  to  try  to  treat  it 
by  killing  bacteria  than  to  turn  first  to  cutting  up  the 
gums.  And  since  the  cost  of  gum  surgery  runs  between 
$1,500  and  $6,000,  the  Keyes  way  is  much  less  expensive. 
Besides,  even  supposing  that  patients  preferred  surgery  and 
could  afford  it,  there  are  only  about  2,000  periodontists  in 
the  United  States — hardly  enough  to  treat  32  million 
Americans  with  gum  disease  so  serious  that  they  are  in 
imminent  danger  of  losing  their  teeth." 

For  the  32  million  being  pursued  by  periodontitis,  it's  no 
trivial  matter  to  know  that  you  can  probably  rub  outt 
assaulters  before  they  plaque  out  your  teeth. 


AS  A  PRESIDENT,  FILLMORE 

principally  by  those  who  at  one 
point  in  their  learning  have  to 
memorize  the  names  of  all  U.S. 
Presidents.  Millard  was  a  fill-in. 

Apparently,  he  was  as  modest  as 
he  was  entitled  to  be,  but  not  with- 
out traces  of  charm.  To  wit,  this 
reply  to  a  friend's  request  that  he 
send  Miss  Fannie  Dennis  his  auto- 


IS  REMEMBERED 

graph:  ".  .  .  valueless  as  it  is  I  give  it 
with  great  pleasure.  He  asks  a  senti- 
ment, but  what  sentiment  can  a 
gentleman  of  three  score  years  and 
ten  give  that  will  be  satisfactory  to  a 
charming  young  lady,  so  you  must 
excuse  me  on  that  point  and  permit 
me  to  wish  you  health  and  happi- 
ness and  a  blessed  immortality." 


mmmimmc 
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I'M  JUST  GETTING  THIS  OFF 

Among  the  responses  to  a  keyed  advertisement  Forbes 
recently  ran  for  a  mailroom  clerk  was  this  covering  letter 
and  accompanying  resume,  the  last  sentence  of  which 
really  gets  to  you: 

"I  don't  know  why  I'm  sending  this  to  you  but  I  have  to 
let  out  what  I  feel  even  if  you  don't  know  me  nor  I  you.  I 
saw  your  ad  in  the  papers  today  and  as  usual  I  said  it  did 
not  apply  to  me  but  I'm  just  getting  this  off  my  chest  to  a 
stranger. 

"Name:  (withheld) 

"Address:  (withheld) 

"D.O.B.:  Sept.  24,  1962 

"Marital  Status:  single  mother 

"Job  Experience:  I  was  a  waitress  for  a  seedy  diner 


"Weight:  125-30 
"Height:  5'6" 
"Race:  Negro 


MY  CHEST  TO  A  STRANGER" 

working  off  the  books  for  less  than  minimum  wage;  I  was 
also  a  clerk  while  I  was  in  school  for  my  G.E.D.  [General 
Equivalency  Diploma]  (ha,  ha)  which  really  came  [in]  handy 
when  I  tried  to  find  a  job.  I  have  one  son  five  years  I  can't 
take  care  of  and  a  $160.00  every  two  weeks  from  welfare.  I 
don't  have  any  college  background  but  would  work  just  as 
hard  and  honest  as  someone  that  has  one.  I  don't  know  how 
to  do  things  because  no  one  wants  to  teach  me;  I've  never 
programmed  a  computer  or  typed  a  letter  or  anything  else 
that  is  marketable  in  today's  job  field.  I'm  not  blaming  you 
or  anyone.  I  just  wanted  to  tell  whoever  is  reading  this 
'resume'  because  it  hurts  to  be  me. 

"Thank  you." 

Happily  for  us  both,  the  lady's  now  working  at  Forbes. 


BUT  CAN  WE  AFFORD  TO? 


We're  dying  at  a  record  low  rate,  according  to  the  newest 
government  statistics.  Newborns  can  now  expect  to  live 
longer  than  ever — 74.6  years. 

To  have  life  expectancy  at  a  new  high  may  be  all  well 
and  good  as  a  statistical  thing,  but  even  if  we  wanted  to, 

IF  TOU  CAN'T  STAND  THE  JOB 

lie  down  on  it. 


can  we  afford  to  live  so  long?  Or,  put  another  way,  can  the 
nation  afford  to  have  us  live  so  long? 

Ye  gads — if  this  longer-lifespan  thing  keeps  up,  we  may 
even  have  to  start  paying  some  of  that  deficit  that  every- 
one says  we're  piling  up  for  our  kids. 

IF  YOU  CAN'T  SEE  THINGS  CLEARLY 

try  glasses. 


BOOKS 


Bright    Lights,    Big    City — by    Jay 

Mclnerney  (Vintage  Contemporaries, 
$5.95).  About  a  New  Yorker-ish  re- 
searcher, an  early  Upwardly-Mobile, 
With-it  guy,  caught  up — then  tripped 
up — by  the  feeling  that  cocaine 
makes  you  swifter  in  the  chases. 
When  author  Jay  Mclnerney's  sharp, 
he's  very  sharp,  and  in  this  fiction  debut,  he  often  is. 

Excerpts:  Below  Fortieth  Street  the  signs  on  the  corners 
change  from  Seventh  Avenue  to  Fashion  Avenue  as  you 
enter  the  garment  district.  Amanda's  old  stomping 
grounds.  Above  Forty-second  they  sell  women  without 
clothes  and  below  they  sell  clothes  with  women.  .  .  .  The 
super,  a  huge  Greek,  has  glared  at  you  ever  since  you 
forgot  to  pay  the  customary  tribute  of  cash  or  booze  for 
Christmas.  His  wife  is  no  less  formidable,  being  the  one 
who  wears  the  mustache  in  the  family.  .  .  .  Tad  is  always 
on  his  way,  but  he  seldom  arrives.  .  .  .  Tad's  mission  in 
life  is  to  have  more  fun  than  anyone  else,  and  this  in- 
volves a  lot  of  moving  around,  since  there  is  always  the 
likelihood  that  where  you  aren't  is  more  fun  than  where 
you  are.  .  .  .  "You're  sure  you're  awakeV  she  says.  It 
certainly  feels  like  it:  headache,  sour  stomach— all  the 
vital  signs.  .  .  .The  evening  is  cool.  You  find  yourself  walk- 
ing the  Village,  pointing  out  landmarks  and  favorite 
townhouses.  Only  yesterday  you  would  have  considered 
such  a  stroll  too  New  Jersey  for  words,  but  tonight  you 
remember  how  much  you  used  to  like  this  part  of  the  city. 


R/MNBW 
kPBl>PLEi 


The  Rainbow  People — by  Richard 
Collier  (Dodd,  Mead  &  Co.,  $17.95)— is 
chockablock  with  chuckleful  anec- 
dotes of  the  misanthropic  malaprop- 
isms  of  people  newly  overdosed  on 
money,  and  the  presumptions  of  those 
used  to  that  happy  fix. 

Excerpts:  On  their  first  meeting,  the 
Dowager  Duchess  of  Marlborough  made  it  crystal  clear 
to  Consuelo  what  was  expected  of  her:  "Your  first  duty 
is  to  have  a  child,  and  it  must  be  a  son,  because  it 
would  be  unthinkable  to  have  that  little  upstart  Win- 
ston become  Duke." .  .  .  On  one  occasion,  M.C.  Borden, 
the  cotton  king,  returning  to  New  York  aboard  his  steam 
yacht,  Little  Sovereign,  found  himself  overhauled  on  the 
water  by  Cornelius  Vanderbilt  Ill's  Winchester  II. 
Promptly,  Borden  ordered  his  captain:  "Don't  stop  at 
the  yacht  club  landing,  go  on  to  Seabury's  Yard — /  want 
to  order  a  faster  yacht."...  To  this  cushioned  and 
tranquil  world,  where  the  blackout  remained  the  biggest 
inconvenience,  the  Dunkirk  evacuation  of  the  British 
Expeditionary  Force,  followed  by  the  fall  of  France  on 
fune  17,  1940,  was  a  shock  as  devastating  as  a  cherished 
servant  giving  notice  to  quit.  On  fune  10,  when  Mussoli- 
ni, too,  declared  war  on  France,  Alice  Keppel  made  a 
headlong  dash  from  the  Villa  dell'Ombrellino.  Her 
account  of  her  journey  was  so  highly  charged  that 
Maggie  Greville  scoffed:  "To  hear  Alice  talk  .  .  .  one 
would  think  she  had  swum  the  Channel  with  her  maid 
between  her  teeth." 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Full  Shelves,  No  Money? 

People  in  capitalist  countries  do  not 
earn  enough  money  to  buy  products 
and  therefore  they  remain  on  the 
shelves.  The  income  of  the  Soviet 
peoples  has  been  rising  steadily  so 
that  now  they  can  buy  everything 
they  desire.  It  is  the  buying  power  of 
the  Soviet  people  that  keeps  the  store 
shelves  empty. 

— Soviet  schoolteacher,  telling  his 

class  why  Soviet  stores  are  empty 

while  those  in  capitalist  countries 

are  full,  U.S.  Latvian  News  Digest 

Crepe  Hanger 

London — The  strong  dollar  is  de- 
stroying one  market  after  another  for 
U.S.  companies.  People  here  don't  un- 
derstand what's  wrong  with  U.S.  lead- 
ers who  have  apparently  ignored  les- 
sons of  English  history.  For  years  En- 
gland suffered  with  an  overvalued 
currency  and  watched  its  markets 
throughout  the  world  wither  and 
eventually  vanish.  The  healthy  export 
sector  of  industry  began  to  suffer, 
then  English  manufacturers  found 
they  couldn't  compete  in  the  domes- 
tic market.  Sadly,  the  U.S.  is  going 
down  that  same  route.  It  is  only  a 
matter  of  time  before  the  last  bulldoz- 
er, the  last  steam  shovel,  the  last  trac- 
tor, or  what  have  you,  is  shipped  from 


the  U.S.  to  these  overseas  markets. 

— Bill  Baxter, 
World  Economic  Service 


Goetz  Sick 

.  .  .  Bernhard  Goetz  sighed: 


'This 


is  terrible.  That's  what's  wrong  with 
New  York.  I'm  going  to  leave  it.  It's 
sick." 

A  person  who  shook  his  hand 
smiled:  "Hey,  man,  if  you  are  going 
to  leave  who's  going  to  take  over 
your  apartment?" 

— New  York  Post 

A  Real  High 

The  purpose  of  my  trip  to  Lapland 
was  to  cross-country  ski,  a  sport  I  had 
never  really  tried  before.  I  was  accom- 
panied by  three  veteran  Nordic  ski- 
ers— Eero  Sauri,  Raimo  Moysa  and 
Olli  Kinnunen.  ...  At  noon  the  pale 
sun  headed  down  and  we  returned  by 
way  of  a  low  mountain.  At  the  sum- 
mit we  were  1,400  feet  high.  What 
had  been  a  dangerous  cold  suddenly 
became  an  almost  frightening  one. 

With  the  windchill  factor,  we  were 
experiencing -60  degrees.  The  human 
body  reacts  in  strange  ways.  Kinnun- 
en's  bottom  lip  split  like  a  ripe  toma- 
to, and  blood  froze  on  his  chin.  Icicles 
two  inches  long  hung  from  Moysa's 


"Every  bubblehead  with  a  buck  is  back 
speculating  in  the  market  again,  thank  God. 


mustache.  My  eyelashes  froze,  and 
my  exposed  right  cheek  felt  as  if  it  had 
been  bee  stung.  A  patch  of  skin  on  my 
jawbone  was  so  seared  by  the  Arctic 
wind  that  it  later  turned  dark  brown. 
Despite  five  layers  of  clothing,  I  have 
never  been  so  cold  in  my  life.  And  yet 
it  was  exhilarating.  Around  us 
stretched  miles  of  deep  frozen  woods; 
we  were  totally  alone.  I  felt  like  Cag- 
ney:  "Top  of  the  world,  Ma!" 

— Richard  B.  Stolley, 
managing  editor,  Life 


Which  is  worse:  living  an 
illusion,  or  losing  it? 

—Bright  Lights,  Big  City, 
by  Jay  Mclnerney 


Canadian  Eden 

Then  there's  the  joke  that  Adam 
must  have  been  from  Canada,  be- 
cause only  a  Canadian  would  stand 
in  a  perfect  tropical  garden  next  to  a 
perfect  naked  lady — and  get  excited 
about  an  apple. 

— The  Canadians, 
by  Andrew  H.  Malcolm 

Staircase  Surprise 

Sometimes  we  travel  with  impossi- 
bly high  expectations,  or  else  create 
our  own  scenario  of  the  way  it  will  be. 
And  then  something  happens  that 
was  not  in  the  plan,  to  remind  us  how 
important  the  element  of  surprise  is 
to  the  act  of  travel.  As  Ralph  Waldo 
Emerson  said,  you  can  "mount  to 
paradise  by  the  stairway  of  surprise." 
— Pamela  Fiori,  editor-in-chief, 
Travel  &>  Leisure 

Joker 

"In  America  you  can  grow  if  you 
show  you  can  do  something  different. 
I  do  things  controversial,  but  with 
quality.  To  make  a  perfume  for  men  is 
controversial,  but  to  put  it  in  a  Bac- 
carat bottle  is  quality.  To  charge 
$1,500  for  that  perfume  is  expensive, 
but  for  six  ounces  is  not  so  expensive. 
To  have  the  bottle  signed  and  num- 
bered, to  have  it  insured  by  Lloyd's  of  i 
London,  that  is  humor. 

"To  use  rabbis  and  nuns  [in  adver- 
tising] is  controversial,  but  you 
would  not  be  fair  if  you  don't  give 
me  the  opportunity  to  tell  you  that 
those  are  real  nuns  and  real  rabbis. 
That  is  quality.  .  .  .  For  me,  satisfac- 
tion is  for  a  man  to  say  thank  you 
after  spending  $60,000." 

— Bijan,  designer  for  men,  Ultra 


28 


miiH«miMiimitii 


FORBES,  APRIL  8,  1985 


Xn  orbiting  X-Ray  Telescope 

x\    to  penetrate 
the  secrets  of  the  universe. 
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ockheed 

Giving  shape  to  imagination. 


For  more  than  20  years, 
scientists  have  been  investigating 
x-ray  emissions  from  mysterious 
sources  in  space. 

To  better  study  these  phenomena, 
NASA  has  proposed  a  powerful, 
new  orbiting  X-Ray  Telescope. 
Uninhibited  by  atmospheric 


particles,  it  will  permit  researchers 
to  gather  data  from  the  farthest 
reaches  of  the  universe. 

Lockheed  will  define  the 
configuration  of  the  observatory  and 
investigate  system  requirements, 
including  physical  and  operational 
designs,  for  this  innovative  x-ray 
imaging  instrument. 

Lockheed  is  completing  work 
on  a  similar  program,  the  Space 
Telescope,  which  will  be  the 
largest  deployable  spacecraft  ever 
placed  in  orbit.  Lockheed 


engineering  teams  also  developed 
the  new  technologies  for  the 
successfully  tested  Solar  Array, 
which  could  supply  sufficient 
energy  for  extended  Earth-orbit 
scientific  or  military  missions,  and 
for  ventures  such  as  the  proposed 
manned  Space  Station. 

The  expertise  provided  by 
programs  such  as  these,  along  with 
Lockheed's  established  position  in 
space  technology,  makes  it  a  logical 
leader  in  long-term  space  projects 
of  the  next  century. 


MY  MANAGERS  WANT 

VERSATILE  SOFTWARE 

BUT  THEY  DEMAND 

IMMEDIATE  RESULTS. 

HOW  DO  I  CHOOSE? 


HERE'S  HOW: 

FRAMEWORK  SOFTWARE 


Framework'saves  time  because  it  lets 
managers  work  efficiently  using  a  single  pro- 
gram. They  can  change  from  writing  to  data 
management  or  even  graph  creation  with- 
out switching  disks  or  having  to  flip-flop 
between  different  command  languages. 

Framework  is  easy  to  learn .  Nine 
simple  pull-down  menus  list  all  major  com- 
mands. Framework  puts  the  user  in  a  fami- 
liar environment:  there's  a  desktop,  file 
cabinets  and  an  "in-basket"  which  keeps 
track  of  the  files  on  the  desk. 

Users  can  "see"  a  file  moving  from  the 
desktop  to  the  file  cabinet  (disk)  when  they 
store  it,  and  the  file  directories  "zoom"  out 
of  the  disk  drive  symbol  when  they're 
called  up. 

Framework  works  like  you  do.  If  there 
are  three  files  open,  they're  organized  on 


the  desktop  with  the  current  open  file  on 
top.  It's  design  like  this  which  makes  Frame- 
work intuitively  easy,  even  for  beginners. 

Framework  is  versatile  enough  for 
serious  spreadsheet  or  data  management 
work,  and  its  graphics  capabilities  can 
bring  a  little  bit  of  "Star  Trek"  to  even  the 
most  routine  business  report. 

The  final  advantage  is  that  Framework 
can  create  documents  that  include  text, 
data  and  graphs  all  on  one  sheet  of  paper. 
Framework  is  a  program  that  will  make  a 
big  difference.  Ask  your  managers  after 
the  first  week. 

For  a  dealer  near  you 
call  (800)  437-4329, 
ext.2235.In  Colorado 
(303)799-4900, 
ext.2235. 


Framework  and  Ashton-Tate 
trademarks  of 
Ashton-Tate. 


©Ashton-Tate  1985. 
All  rights  reserved. 


Software  from 


^SHTDN-TATE 

Well  put  you  in  control. 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


RIGHT  BOOK  AT  THE  RIGHT  TIME 


The  Pentagon  and  the  Art  of  War  (Simon  &  Schuster, 
$17.95)  could  change  the  course  of  American  military 
history.  Written  by  Edward  N.  Luttwak,  a  much  respected 
military  analyst  at  Georgetown  University's  Center  for 
Strategic  &  International  Studies,  the  book  analyzes  con- 
cisely and  convincingly  the  fundamental  flaws  of  Ameri- 
ca's military  establishment.  It  could  become  the  catalyst 
for  a  major  examination  and  reform  of  the  way  the  Penta- 
gon is  (mis)managed. 

Read  it,  and  you'll  realize  why  the  Pentagon  has 
become  such  a  massive,  muscle-bound,  unresponsive 
bureaucracy,  and  why  we  get  immensely 
complicated,  expensive  and  often  unworkable 
weapons,  not  to  mention  those  $10,000  coffee 
pots.  You'll  also  understand  the  core  of  our 
failure  in  Vietnam,  as  well  as  lesser  disasters 
like  the  abortive  Iranian  hostage  rescue  mis- 
sion and  the  murderous  destruction  of  the 
Marine  barracks  outside  Beirut. 

The  fundamental  problem  isn't  the  quality  of 
our  uniformed  personnel,  but  the  system  under  which  they 
operate. 

The  system  has  its  roots  in  a  decision  made  at  the  end  of 
World  War  II  to  keep  intact  an  immense  cadre  of  high-level 
officers.  The  idea,  according  to  Luttwak,  was  "to  create  a 
peacetime  defense  establishment  specifically  designed  for 
rapid  expansion.  As  many  senior  officers  as  possible  were 
retained  in  the  permanent  peacetime  service."  Experi- 
enced officers,  unlike  an  infantry  rifleman,  can't  be  cre- 
ated with  a  few  weeks  of  training.  We  would,  in  short, 
inventory  officers — on  active  duty — for  the  next  big  war. 

That's  why  today,  with  our  armed  forces  numbering 
around  2  million,  we  have  more  generals,  admirals  and 
colonels  than  we  did  in  1945,  when  we  had  more  than  12 
million  men  in  uniform. 

Make-Work  Makes  for  Inefficiency 

The  impulse  was  benign,  but  the  results  of  this  decision 
were  malignant  and  profound.  All  that  ails  the  Pentagon 
today  flows  from  it.  "Overhead  of  greatly  disproportionate 
size  has  found  employment  for  itself  in  the  systematic 


overcomplication  of  every  aspect  of  peacetime  defense  and 
whatever  warfare  we  have  had,"  writes  Luttwak. 

Exacerbating  this  problem  is  the  powerlessness  of  the 
Chairman  of  the  Joint  Chiefs  of  Staff.  He  has  no  authority 
over  the  services,  which,  as  a  result,  have  become  potent, 
independent  fiefdoms. 

This  overbureaucratization  is  why  we  rarely  get  simple, 
workable  weapons.  "The  problem  is  the  refusal  of  research 
and  development  officers  to  put  themselves  out  of  business 
by  actually  declaring  their  work  completed  and  ready  for 
production.  .  .  .With  so  many  officers  employed  in  specify- 
ingrequirements.  .  .which  among  them  will  not 
fail  to  uncover  further  requirements?" 

Overbearing  military  bureaucracies  trample 
or  ignore  vital  intangibles,  such  as  morale  and 
effective  officer  leadership.  In  Vietnam,  for 
instance,  commanding  officers  were  rotated 
every  six  or  seven  months.  "This  nefarious 
practice  meant  that  commanders  were  re- 
lieved just  when  they  had  learned  their  job  and 
understood  the  war  they  were  fighting."  The  reason  for 
this  bloody  foolishness?  So  that  as  many  officers  as  possi- 
ble would  have  combat  experience,  a  necessity  for  rapid 
promotion.  "Career  enhancement"  took  precedence  over 
knowledgeable  leadership  for  our  men  in  combat. 

This  book  is  a  gold  mine  of  eye-opening  analyses  ranging 
from  the  Soviet  Union's  extraordinary  military  power  to 
our  misbegotten  emphasis  on  supersized  aircraft  carriers. 
What's  to  be  done?  The  current  debate  on  what  is  the 
proper  rate  of  growth  for  military  spending  misses  the 
point  entirely.  First  and  foremost,  argues  Luttwak,  we 
must  have  a  "central  military  staff  that  presents  true 
choices  of  national  military  strategy"  to  the  President  and 
Defense  Secretary.  Otherwise  we  will  continue  to  get  the 
"lowest  common  denominator  on  which  all  the  services 
can  agree.  By  an  omission  that  is  so  huge  and  amazing, 
there  is  no  such  source  of  national  military  advice." 

Whether  or  not  you  accept  this  and  other  of  Luttwak's 
ideas,  his  book  should  set  the  terms  of  debate. 

Read  it,  and  urge  your  congressional  representatives  to 
read  it,  too. 
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OUR  CLASSIC  LUXURY  TOUR 

OF  PARIS. 


Live  like  an  aristocra 
in  Paris,  at  a  surprising!) 
affordable  price.  Start  youi 
weeklong  Paris  Aristocra 
Tour  with  outstanding  cui 
sine  in  Air  France  Le  Club 
Premiere  or  Concorde. 

In  Paris,  a  private  ca 
will  whisk  you  to  you 
magnificent  hotel  —  th( 
Crillon,  Meurice  or  Princi 
de  Galles.  We'll  includt 
continental  breakfast  ever 
day,  a  cruise  on  the  Seine,  ( 
four  of  historical  Paris 
shopping  and  entertain 
ment  discounts,  and  even  ( 
gourmet  meal. 

Paris  Aristocrat  is  just  on< 
of  our  deluxe  tours.  For  ■ 
the  glorious  details,  can 
your  Travel  Specialist  o 
Air  France. 

For  a  free  video  cassette 
preview,  call  1-800-AF1 
PARIS.  In  New  York  CM 
212-247-0100. 


AIR  FRANCE, 

A  UNITED  AIRLINES 

MILEAGE  PLUS  PARTNER; 


AIR  FRANCE  MA 

LET  US  SHOW  YOU  OUR  FRANC 
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Edited  by  Howard  Banks 


What's  Ahead  for  Business 


Until  now, 

no  shortage 

of  money 


The  present 

shortage  of  new 

capital  is  temporary 


Sorting  wheat 
from  chaff 


VENTURE  CAPITAL  IS  ALIVE  AND  WELL 

The  market  may  be  selling  off  high  technology,  but  don't  sell  the 
venture  capital  funds  short. 

The  money  is  still  rolling  in.  In  1984  around  $3.2  billion  was  put  into 
private  venture  capital  funds,  down  only  a  bit  from  $3.4  billion  in  1983 
and  way  up  from  $1.4  billion  in  1982. 

More  startups  were  funded  in  1984  than  ever,  but,  to  keep  things  in 
perspective,  consider  this:  Spending  on  basic  and  product  research  by 
IBM  alone  was  $3.1  billion  in  1984  and  $2.5  billion  in  1983. 

A  little  over  one-third  of  the  money  invested  in  the  private  funds 
comes  from  pension  funds.  Of  the  rest,  according  to  Venture  Econom- 
ics, the  Massachusetts-based  consultant,  U.S.  corporations  put  in 
around  14%,  individuals  and  families  15%,  insurance  companies 
around  13%,  and  endowments  and  foundations  6%. 

Foreign  investors  put  in  around  18%  of  the  new  funds.  That  share  may 
slip.  Foreigners,  like  Wall  Streeters,  invest  mostly  in  later  stages  of  a 
startup.  Seduced  by  such  successes  as  software  company  Lotus,  they 
were  spreading  money  around.  Outright  losses  followed  some  col- 
lapses, as  with  computer  companies  Osborn  and  Gavilan. 

Most  venture  funds  right  now  are  pretty  tight  for  capital.  Stanley 
Pratt,  guru  of  the  venture  fund  business,  estimates  that  in  1984  they 
invested  virtually  all  the  $3.2  billion  they  raised. 

The  squeeze  is  more  noticeable  because  of  the  stock  market's  disaffec- 
tion, which  has  dried  up  second  and  third  levels  of  funding. 

Unless  the  stock  market  goes  overboard  for  high  tech,  expect  no 
dramatic  change  in  the  funds'  fortunes  in  1985. 

Funds  are  backing  off  high-dollar  startups.  An  unusual  number  recent- 
ly have  required  investments  of  $25  million  or  more  just  to  get  their 
products  to  market,  let  alone  to  begin  to  make  a  profit. 

NO  SURPRISE,   THEN,   THAT  THERE'S  A  GREATER  REALISM  about  which 

projects  should — and  which  should  not — be  given  a  first  chance. 

However  brilliant,  no  IBM  PC  look-alike  is  likely  to  get  a  red  cent. 
(Each  of  the  last  30  of  some  35  such  launched  since  1982  needed 
"only  5%  of  the  market"  to  make  a  killing.  That  comes  to  150%  of 
the  market.)  There  have  been  75  disk-drive  startups,  and  some  are 
already  broke. 

For  sound  reasons,  aided  by  hindsight,  biotech  companies  are  out  of 
favor.  Mostly  they  come  up  with  similar  products.  It's  the  drug 
companies,  which  have  the  marketing  clout,  that  make  the  money. 

It  may  change,  but  nobody  can  remember  any  of  the  500  venture  funds 
losing  money  overall. 

The  reasons  are  straightforward.  It  would  be  hard  work  to  pick  all 
outright  losers  to  invest  in,  and  even  losers  have  some  value.  There  is 
usually  something  to  be  sold,  even  from  a  bad  investment.  And  just 
one  or  two  real  winners  cover  all  a  portfolio's  bad  bets. 
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The  Forbes  Index 

' 

Forbes  Index 

12-month  close  up 

180 


Current  171.2' 

Previous  170.5t 

Percent  change       +0.4 


145- 


100 


70        71 


72 


73 


74 


75        76 


78 


79 


I  I  T 

'80        '81        '82       '83 


'84 


'85 


I      I      I      I      I 
F     M    A    M    | 


I      I      I      I      I       I      I      I 
I     A     S     O    N    D     I      F 
•preliminary     frevised 


Fighting  off  some  chills.  Despite  some  setbacks,  the 
Forbes  Index  advanced  0.4%  over  the  previous  revised 
figure.  Manufacturers'  inventories  rose  only  0.2%  from 
month-earlier  figures,  but  are  11.5%  higher  than  they 
were  a  year  ago.  Over  the  same  one-year  period,  however, 
manufacturers'  new  orders  registered  only  a  4.4%  gain. 
The  relationship  of  orders  to  inventories  bears  further 


watching.  Meanwhile,  retail  sales  posted  a  1.4%  rise  over: 
month-earlier  results. 

Industrial  production  shows  a  0.5%  decline  from  the 
previous  month.  New  unemployment  claims  stand  3.1% 
higher  than  they  were  one  month  ago  and  16.5%  higher; 
than  they  were  one  year  ago.  That  puts  them  at  the: 
highest  level  since  August  of  1983. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  rrtonitors  ten 
series  of  U.S  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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ElENAULT  ALLIANCE If  y°ur  car's  features  are 
HTH  A'P  1 1  l±Td*VYr*  relics  of  the  past,  enter  the 
C  Jj.f|  I  UJUOllb  world  of  Renault.  Where 
European  technology  is  affordable.  Look  at  the  array  of 
echnological  benefits  only  Renault  Alliance  offers: 


£NG  COOLANT 

FLUID  LEVELS- 
BRAKE  PUDS 


SYSTEMS    SENTRY 


YSTEMS  SENTRY 
omputer  continu- 
ity monitors  all  vi- 
il  fluid  levels  and  front 
isc  brake  linings* 


CHILDPROOF  LOCKS 
on  rear  doors  provide 
extra  safety  and  peace 
of  mind  when  travel- 
ing with  children, 


KEYLESS  ENTRY 
system  uses  an  infra- 
red beam  to  unlock 
doors  and  get  you 
inside  without  delay* 


Sedan  comfort  for  five.  □  Spacious  luggage  area.  □  Oil  level  gauge 
Hows  you  to  check  the  oil  electronically  without  opening  the  hood. 
Pedestal-mounted  front  seats  allow  rear  seat  passengers  extra  room 
)  stretch  their  legs.  □  AM/FM  six-speaker  cassette  stereo  system 
ith  electronic  tuning.*  □  Power  door  locks  and  windows?  □  Cruise 
mtrol?  □  Twin  coaxial  rear  torsion  bars  for  a  quiet,  smooth  ride. 
40  MPG  HWY  34  MPG  CITY.**  Renault  Alliance.  Built  in  America. 

Featuring  European  technology  and  a  lot  more 
to  spend  less  on.  wm  w-i  mTHTTW  r*i 


IIIUUCI.    LIM    pr  I 

ii-  -,.  (tcnnpi      optional  and  re< 

lliance  Z-dOOr  «PO«7«70         turesnotavailai 

or  lease.  From  American  Motors,  a   Safety  Belts  Save  Lives. 


•Optional  Equipment  "Base  Model  1.4-litre  engine.  Use 
EPA  est.  for  comparison.  Your  results  may  differ.  'Base 
model.  List  price.  Tax,  license,  destination  charges, 
optional  and  regional  equipment  extra.  All  options/fea- 
tures not  available  on  all  models. 


RENAULT 

THE  ONE  TOTAOflili^ 


THE  CALIFORNIAS  RANK  FIRS1 
IN  THE  WORLD  IN  FULLY-IMPROVEI 

Rl  ISINESS  PARK 


~ 
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We  make  it  easy. 

We  can  offer  you  more  choices 
:ost,  size  and  location  of  turn-key 
ilities  than  any  other  state,  any 
ler  nation. 

We  make  it  easy. 

We're  investing  almost  $5  billion 
lually  for  infrastructure  to  support 
i,  to  supply  you. 


If  you'd  like  to  know  why  400 
industrial  companies  expanded  in  The 
Californias  last  year,  write  the  California 
Department  of  Commerce. 

We  make  it  easy. 

THE  QsLIFORNIAS 

California  Department  of  Commerce 

Office  of  Business  Development,  P.O.  Box  9278,  Dept.  44 

Van  Nuys,  CA  91409 
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Pull  over,  Toyota,  Nissan,  Honda,  Subaru. 
Here  come  Mitsubishi  and  Isuzu. 


Gentlemen,  start 
your  engines 


By  Andrew  Tanzer 


On  the  wintry  slopes  of  Ja- 
pan's northernmost  island  of 
Hokkaido  lie  hundreds  of  acres 
of  vacant  land  owned  by  Isuzu  Motors 
Ltd.  There  the  Japanese  automaker 
dreamed  of  churning  out  cars  for  the 
U.S.  The  dream  was  shattered  by  the 
Voluntary  Restraint  Agreement  im- 
posed in  1981  to  limit  Japanese  ship- 
ments to  the  U.S.  Isuzu's  land  may 
not  lie  fallow  much  longer. 
The  two  Japanese  carmakers  that 


American  Isuzu  Motors'  Fritz  Kern 
Franchising  across  the  country. 


stand  to  gain  the  most  from  the  end  of 
U.S.  import  quotas  are  Isuzu  and  Mit- 
subishi Motors  Corp.  The  two 
launched  ambitious  sales  drives  in 
America  in  1980-81,  only  to  find  their 
strategies  aborted  when  they  got  the 
short  end  of  the  stick  on  quotas. 

Quotas  were  generally  allotted  ac- 
cording to  existing  market  shares. 
This  severely  penalized  latecomers  to 
the  U.S.  market.  Japan  has  nine  auto- 
makers, but  only  three  of  them  were 
well  established  when  quotas  struck: 
Toyota,  Nissan  and  Honda.  Mazda 
Motor  Corp.  was  a  fairly  strong 
fourth.  In  the  first  year  of  "restraint," 
Mitsubishi  was  stuck  with  a  puny 
quota  of  30,000  cars  (excluding  vehi- 
cles supplied  to  Chrysler)  and  Isuzu 
with  16,800.  Toyota,  by  contrast,  was 
allowed  516,000  units. 

With  the  quotas  off,  Isuzu  hopes  to 
sell  100,000  cars  and  trucks  this  year, 
up  from  62,612  in  1984.  Richard  Rec- 
chia, executive  vice  president  of  Mit- 
subishi Motor  Sales  of  America  Inc., 
is  looking  to  sell  47,000  cars,  com- 
pared with  35,000  in  the  final  quota 
year.  These  figures  do  not,  of  course, 
include  cars  from  Mitsubishi  and 
Isuzu  marketed  here  by  U.S.  auto- 
makers. Chrysler  holds  a  15%  stake 
in  Mitsubishi  Motors  and  sells  its  cars 
here  under  the  Dodge  Colt  and  Con- 
quest nameplates.  General  Motors 
owns  34.2%  of  Isuzu  and  now  sells 
Isuzu's  new  subcompact,  Spectrum. 
Chrysler  has  announced  it  intends  to 
import  200,000  additional  cars  a  year 
from     Mitsubishi     (compared     with 


87,500  last  year)  but  may  have  to 
compete  for  production  with  Rec- 
chia's  Mitsubishi  of  America. 

In  their  marketing  efforts,  Isuzu 
and  Mitsubishi  have  taken  different 
paths.  Isuzu  granted  218  franchises 
right  across  the  country,  while  Mitsu- 
bishi opted  for  a  "superdealer"  con- 
cept, establishing  a  smaller  number 
(82)  of  big  dealers  in  the  23  metropoli- 
tan markets  that  show  the  highest 
volume  of  Japanese  car  sales. 

Mitsubishi  has  a  built-in  marketing 
advantage.  Its  name,  once  notorious 
in  the  U.S.  for  its  role  in  World  War  II, 
now  has  a  strong  connotation  of  qual- 
ity and  innovation.  Mitsubishi  Mo- 
tors also  invested  heavily  in  advertis- 
ing (double  the  per-unit  average  of 
Japanese  carmakers)  and  sold  five  car 
models,  despite  having  a  quota  of  only 
35,000  cars.  Mitsubishi  was  investing 
in  the  future.  Mitsubishi's  Recchia 
says  he  has  been  smothered  by  4,000 
letters  asking  for  new  dealerships. 

Isuzu,  by  contrast,  faces  an  uphill 
fight.  "Our  biggest  problem,"  says 
Fritz  Kern,  vice  president  for  market- 
ing of  American  Isuzu  Motors  Inc.,  "is 
just  getting  people  to  consider  us." 
American  Isuzu  has  budgeted  $22 
million  for  advertising  in  1985,  up 
40%  over  the  1984  budget. 

Says  Isuzu's  Kern:  "There's  a  lot  of 
pent-up  demand."  He  hopes.  ■ 


Mitsubishi  Motors'  Richard  Recchia 
Choosing  the  "superdealer"  route. 
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You  can  wring  your  hands  over  the  trade 
deficit  with  Japan.  Or  you  can  carefully 
study  what  IBM  is  doing  about  it. 

"A  fine  Japanese 
I        company" 


By  Kathleen  K.  Wiegner 

OTHERS  WRING  THEIR  hands 
over  the  U.S.'  $37  billion 
(and  growing)  trade  deficit 
with  Japan.  A  few  U.S.  companies 
are  doing  something  about  it. 
IBM,  for  example.  Its  wholly 
owned  Japanese  subsidiary,  IBM 
Japan  Ltd.,  sold  an  estimated  $3 
billion  worth  of  computer  gear 
last  year,  a  25%  increase  over 
1983,  more  than  double  the  1980 
level.  IBM  Japan?  Didn't  Business 
Week,  a  well-known  U.S.  publica- 
tion, recently  report,  in  sadness, 
that  the  subsidiary  had  fallen  to 
second  place,  behind  Fujitsu,  in 
the  Japanese  market?  That  story 
was  a  few  years  behind  the  facts. 
Fujitsu  overtook  IBM  Japan  back 
in  1979,  but  right  now  the  race  is 
a  draw.  IBM  Japan  trails  Fujitsu 
by  a  mere  $28  million  in  a  market 
where  each  will  probably  do  $4 
billion  this  year.  IBM  is  still 
maintaining  a  good  lead  over  two 
formidable  competitors,  NEC 
and  Hitachi. 

A  key  to  IBM's  success  in  this 
tough  market  is  its  willingness  to 
tailor  products  especially  to  Japa- 
nese requirements.  "In  1973,"  re- 
calls Takeo  Shiina,  the  affable 
president  of  IBM  Japan,  in  his  flu- 
ent English,  "Frank  Cary  [IBM 
chairman  at  the  time)  asked  me 
what  was  happening  in  Japan.  I 
started  my  presentation  with  two 
photographs,  one  of  a  street  cor- 
[ner  in  the  Ginza  right  after  the 
war,  and  the  second  of  the  same 
jcorner  in  1973.  In  the  first  picture 
:all  you  see  are  U.S.  Army  jeeps 
and  trucks.  In  the  latter  picture 
just  Japanese  cars.  I  told  him  how 
the  Japanese  auto  industry  devel- 


Kiiku  Kjritj'Gamma-Lia 


IBM  Japan's  Takeo  Shiina 
Ready  to  play  hardball. 
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oped.  'Please,  pay  attention,'  I  said, 
'because  pretty  soon  computers  will 
be  the  same.'  " 

Under  Shiina's  prodding  and  Fujit- 
su's challenge,  IBM  did  pay  attention. 
Says  Stephen  Cohen,  a  vice  president 
at  the  Gartner  Group,  a  research  firm: 
"IBM  finally  realized  the  Japanese 
market  is  unique." 

The  result  has  been  a  steady  stream 
of  products  designed  specifically  for 
Japanese  users,  often  by  Japanese  en- 
gineers. To  combat  a  surging  NEC, 
IBM  Japan  first  introduced  the  5550 
workstation  in  1983,  then  the  JX  per- 
sonal computer  in  1984,  both  capable 
of  handling  Japan's  thousands  of  char- 
acters, or  kanji.  While  £«w//-handling 
printers  and  displays  had  been  devel- 
oped in  the  U.S.,  the  5550  was  de- 
eon  signed  almost  exclusively  in  Ja- 
pan, at  IBM  Japan's  Fujisawa  De- 
velopment Laboratories. 

The  5550  has  taken  off  in  Japan 
as  IBM's  PC  has  in  the  U.S.  In 
1983  the  5550  won  MITI's  Good 
Product  Design  award,  the  first 
IBM  product  ever  to  win  such  an 
award.  No  one  is  resting  on  his 
laurels.  IBM  Japan  just  intro- 
duced the  5540,  a  cheaper  version 
of  5550,  and  a  more  powerful 
small  business  computer  is  in  the 
works. 

The  people  who  run  IBM  in  Ar- 
monk,  N.Y.  were  wise  enough  to 
listen  to  what  their  people  on  the 
spot  were  saying.  Hence  IBM's 
decision  to  conduct  basic  re- 
search in  Japan.  "When  I  talked 
about  it,  they  said,  'Why  do  you 
need  research?  Why  not  send  it  to 
Yorktown?'  "  says  Nobuo  Mii, 
managing  director  for  technical 
operations,  recalling  his  sugges- 
tion that  IBM  add  Tokyo  to  San 
Jose,  Yorktown  Heights,  N.Y.  and 
Zurich  as  centers  for  basic  re- 
search. "So  I  showed  them  what 
Yorktown  was  doing  and  what 
our  Japanese  competitors  were 
doing.  The  Japanese  [competitors] 
were  working  on  character  recog- 
nition, image  processing,  lan- 
guage translation.  I  said,  'This 
kind  [of  research]  is  fundamental 
to  staying  in  Japan.'  " 

Armonk,  in  1982,  established 
IBM  Japan's  Japan  Science  Insti- 
tute, tucked  away  beyond  the  far 
side  of  the  Imperial  Palace  in 
Tokyo.  This  is  commercial  sci- 
ence on  a  high  level.  Today  155 
people  working  under  Research 
Director  Hisashi  Kobayashi  are 
attempting  to  develop  a  better 
version  of  kanji  software;  image 
processing   technology,    so    that 
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written  text  can  be  entered  into  a 
computer  through  a  scanning  device 
rather  than  with  a  keyboard;  and  arti- 
ficial intelligence. 

When  it  came  to  producing  the 
model  5550,  Mii  again  displayed  some 
of  IBM  Japan's  strategic  thinking  by 
turning  to  giant  Matsushita  Electric 
for  the  actual  manufacturing.  "Mat- 
sushita historically  had  worked  with 
IBM  on  display  terminals,"  explains 
Mii.  "They  have  OEM  experience  and 
good  knowhow  on  how  to  reduce 
costs."  For  keyboards  IBM  Japan  went 
to  Alps  Electric;  for  components  to 
companies  like  Hitachi;  for  printers 
to  Oki  Electric.  The  5550,  in  other 
words,  is  a  truly  Japanese  product  un- 
der an  American  nameplate. 

IBM  Japan  has  its  own  factories,  of 
course.  These  are  in  Yasu,  near  Lake 
Biwa,  and  Fujisawa,  an  hour's  train 
ride  from  Tokyo.  A  visitor  to  Fu- 
jisawa, for  example,  cannot  but  notice 
the  clean  room  where  white-masked 
women  assemble  disk  drives  for 
IBM's  XT  computer. 

How  did  these  drives  come  to  be 
made  at  Fujisawa?  Here's  how  Kei- 
saku  Nomura,  Fujisawa's  plant  man- 
ager, tells  the  story: 

"About  two  years  ago  IBM's  San 
Jose  operation  was  looking  for  a  man- 
ufacturer for  the  XT  drive  and  thought 
a  Japanese  company  might  be  a  good 
source.  So  we  raised  our  hands  and 
said,  'Let  us  make  it.  We  are  a  Japa- 
nese company,  too.'  So  we  made  a 
study  of  technical  feasibility  and  cost 
and  came  up  with  a  plan  that  showed 
we  were  competitive."  Nomura's 
plant  began  producing  XT  drives  in 
June,  the  only  IBM  plant  in  the  world 
making  drives  for  the  XT.  Current 
production  is  all  shipped  to  the  U.S. 

Shiina  has  convinced  IBM  to  price 
aggressively.  IBM  used  to  convert  a 
product's  dollar  price  into  yen  and 
tacked  on  a  bit  to  reflect  the  cost  of 
doing  business  internationally.  Dur- 
ing the  1970s  this  policy  produced 
good  profits  but  left  IBM  vulnerable  to 
undercutting  by  competitors.  Now 
IBM  has  cut  prices.  Shiina,  in  other 
words,  has  persuaded  his  bosses  in 
Armonk  to  sacrifice  short-term  profit 
for  the  long-term  market  share.  How 
Japanese  can  you  get? 

As  smaller,  less-expensive  comput- 
er systems  became  a  larger  part  of  IBM 
Japan's  business,  new  channels  of  dis- 
tribution had  to  be  found.  In  1982  IBM 
Japan  began  setting  up  a  network  of 
independent  Japanese  dealers — dairi- 
ten,  as  they're  called — who  buy  IBM 
computers  and  resell  them  to  custom- 
ers with  the  appropriate  software. 
Nippon  Office  Systems,  a  joint  ven- 
ture   with    trading    company    Kane- 


matsu-Gosho,  sells  and  services  office 
systems. 

In  computers,  as  elsewhere,  the  Jap- 
anese government  is  brilliant  at 
throwing  up  hard-to-detect  trade  bar- 
riers for  the  benefit  of  Japanese  manu- 
facturers. One  such  is  JECC,  a  third- 
party  leasing  company,  backed  by  the 
Japanese  government,  exclusively  for 
Japanese  computer  makers.  To  com- 
bat this  advantage,  IBM  made  a  deal 
with  Morgan  Guaranty  International 
Finance  and  Orient  Leasing  Co.  (Ja- 
pan's largest  leasing  company)  that 
provides  IBM  Japan  with  much  of  the 
same  facilities  JECC  offers  the  purely 
Japanese  companies. 

Last  year  IBM  reorganized  its  Amer- 
icas/Far East  subsidiary,  forming  a 
new  central  organization  called  Asia/ 
Pacific  Group,  headquartered  less 
than  a  mile  from  IBM  Japan's  own 
headquarters.  George  Conrades,  a  23- 
year  IBM  veteran  with  a  strong  mar- 
keting background,  moved  in  to  head 
up  APG.  With  him  came  around  200 
non-Japanese  IBMers. 

The  Japanese  press  has  had  a  field 
day  feeding  rumors  to  the  always  xe- 
nophobic Japanese.  Cartoons  of  Con- 
rades dressed  like  General  Douglas 
MacArthur,  down  to  the  corncob 
pipe,  circulate  along  with  stories  that 
Shiina's  job  is  on  the  line. 

One  wonders  whether  this  kind  of 
paranoia  isn't  encouraged  by  IBM's 
Japanese  competitors.  The  competi- 


tors are  frankly  worried.  IBM  Japan  is 
ready  to  make  its  big  push  to  win  back 
market  share.  Conrades  is  not  in  To- 
kyo to  second-guess  his  Japanese 
counterparts  but  rather  to  help  build 
sales.  "There  is  no  way  we  can  estab- 
lish the  customer  relationship  that  a 
Japanese  sales  guy  can,"  says  Con- 
rades. What  he  can  do,  he  says,  is 
"support"  IBM  Japan's  marketing  ef- 
fort— meaning  turn  up  the  heat  some- 
what on  the  subsidiary's  salesmen 
and  narrow  the  communication  gap 
between  Armonk  and  Tokyo.  In 
short,  Conrades  is  there  to  support 
IBM  Japan,  not  to  run  it. 

While  APG  is  headquartered  in  To- 
kyo, its  responsibility  extends  to  all  of 
Southeast  Asia,  Australia  and  New 
Zealand.  IBM  has  big  plans  for  this 
market,  particularly  now  that  it  has 
products  specific  to  the  Asia  business. 
The  5550  has  been  outfitted  with  soft- 
ware that  handles  banzi,  the  Chinese 
characters,  and  which  is  being  offered 
to  Taiwan,  Hong  Kong,  even  main- 
land China. 

Takeo  Shiina's  eyes  twinkle  when 
he  recalls  what  happened  when  he 
distributed  translated  copies  of 
Thomas  Watson  Jr.'s  book  A  Business 
and  Its  Beliefs  to  his  Japanese  business 
associates:  "The  president  of  Nissan 
Motors  said  to  me  after  he  had  read  I 
the  book,  'Shiina-san,  here  is  a  fine 
Japanese  company,  operating  outside 
of  Japan.'  "  ■ 


Unocal's  Fred  Hartley  to  Boone  Pickens: 
No  greenmail,  no  leveraged  buyouts,  no> 
stock  buybacks.  Get  lost,  buddy. 

Millions  for      ) 
defense,  not  one 
cent  for  tribute 


By  Lawrence  Minard 


It's  not  the  French  statesman 
Talleyrand  that  Fred  Hartley  is  up 
against;  it's  T.  Boone  Pickens. 
Things  have  gone  pretty  nicely  for 
Pickens  of  late.  Time  magazine  cover. 
Lots  of  exposure  on  the  tube.  Big 
crowds  on  all  the  campuses  he  now 


visits.  He  is  getting  pretty  good  at  the 
Robin  Hood  bit.  Made  him  bold 
enough  to  move  in  on  $11.5  billion 
(revenues)  Unocal  Corp.,  where  his 
Mesa  Partners  II  already  has  a  9.7% 
beachhead  and  nearly  $500  million 
left  to  go  for  15%. 

Unocal,  however,  is  going  to  be  a 
tough  one.  While  Pickens  rested  up 
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from  a  recent  swing  through 
California,  very  pleased  with 
his  publicity,  Unocal's  feisty 
Chairman  Fred  L.  Hartley,  68, 
was  in  Houston  addressing  the 
Natural  Gas  Processors  Asso- 
ciation convention. 

"We  have  a  new  word  in  our 
vocabulary  called  restructur- 
ing," Hartley  told  a  standing- 
room-only  crowd.  "What  all 
this  comes  down  to  is  simply 
withdrawing  the  warm  blood 
af  equity  and  replacing  it  with 
the  cold  water  of  debt."  Much 
applause. 

In  an  interview  with  Forbes 
ifter  the  speech,  Hartley,  a 
jrusque,  energetic  man  with 
:he  look  of  a  rugby  player,  said: 
'Restructuring  means  de- 
stroying. Gulf  got  destroyed, 
t's  gone.  Phillips  is  maybe 
lalf  gone.  These  people  are  pi- 
jus  piranhas,  walking  away 
rtdth  tens  of  millions  and  hap- 
jy  to  let  society  collapse." 

Hartley  argues  that  the  deck 
s  stacked  in  favor  of  the  raid- 
ers because  they  have  easy  ac- 
;ess  to  the  banks  and  the  un- 
ierwriting   mill    and   are    fa- 

/ored  by  the  tax  laws.  The     

;ame  may  enrich  some  stockholders, 
jut  not  most:  "Ultimately  all  this  is 
ust  a  big  chain  letter.  Chevron  pays 
513  billion  and  Gulf  is  dead.  But  you 
;an't  emancipate  the  Chevron  share- 
lolders  until  someone  else  activates 
:he  chain.  Maybe  Standard  of  Indiana 
xrnld  handle  it.  But  look  at  all  the 
lebt  that  would  require. 

"This  corporate  destruction  is  only 
Jossible  because  of  the  screwed-up  fi- 
lancial  system  that  allows  money  to 
)e  loaned  for  totally  nonproductive 
jurposes.  Why  should  taxpayers  be 
jartners  to  this  destruction  process 
without  their  permission?" 

Hartley  is  right.  We  have  a  tax  sys- 
:em  that  penalizes  equity  capital  and 
subsidizes  debt.  The  takeover  barons 
■vork  that  discrepancy  for  all  it  is 
■vorth.  They  may  talk  of  defending 
shareholder  rights,  but  their  chief 
;ame  is  playing  the  tax  laws  for  short- 
:erm  profit.  On  the  other  hand,  you 
:an't  blame  them  for  taking  advan- 
ce of  dumb  laws.  In  this  connection, 
#e  put  a  question  to  Hartley:  If  a 
company  is  selling  at  5  times  earn- 
ngs,  it's  paying  20%  for  equity  cap- 
tal.  Isn't  it  sensible  to  replace  that 
expensive  equity  with  cheap  debt? 

Hartley  replies  that  14%  debt,  even 
iftertax,  is  hardly  cheap.  Besides,  he 
;ays,  "it  depends  on  your  dividend 
)olicy.  If  you're  paying  out  a  lot  of 
'our  earnings  like  Gulf  was,  then  re- 
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Unocal  Chairman  Fred  Hartley 


placing  equity  with  debt  even  at  high 
interest  rates  could  make  sense.  But 
what  if  you're  a  growth  company,  like 
Unocal?  We  retain  a  lot  of  earnings 
and  pay  out  only  20%  to  30%.  Hell, 
we've  been  adding  around  $500  mil- 
lion a  year  to  our  equity  for  the  last 
four  or  five  years." 

Hartley's  point,  and  a  valid  one: 
The  raiders  divert  earnings  from  asset 
building  to  debt  servicing.  That  drains 
money  that  could  go  for  capital  spend- 
ing. Shareholders,  by  contrast,  tradi- 
tionally have  been  willing  to  sacrifice 
current  return  in  favor  of  asset  build- 
up. That's  healthy  for  the  economy, 
provided  management  invests  the 
money  wisely.  In  its  industry,  Unocal 
has  one  of  the  best  long-term  records 
for  reinvesting  wisely. 

Unocal's  debt  now  stands  at  only 
16%  of  capital,  so  Hartley  could  easily 
finance  greenmail  or  a  leveraged 
buyout  to  pay  off  Boone  Pickens  but 
save  Unocal's  independence.  Would 
Hartley  consider  an  LBO?  "No.  We'd 
be  even  more  crippled  than  Phillips." 

Nor  has  he  bought  back  sizable 
chunks  of  stock,  like  Exxon.  "We've 
had  board  approval  to  do  that  for 
about  a  year  and  a  half.  But  we're  not 
doing  it.  When  the  stock  was  undis- 
turbed, in  the  mid-30s,  it  was  a  close 
call  [recent  price:  4-7Vi\.  But  so  far 
we've  had  other  investment  opportu- 
nities that  make  more  sense.  Now,  as 


our  cash  flows  increase,  we'd 
buy  in  shares.  Under  some  cir- 
cumstances, say  if  interest 
rates  came  down,  we  might 
even  borrow  to  do  it." 

Wouldn't  it  be  ironic  if  oil 
prices  started  rising  again, 
thus  bailing  out  raided  and 
now  heavily  indebted  compa- 
nies like  Phillips,  Texaco  and 
Chevron?  Hartley  doesn't  buy 
that:  "If  the  British  govern- 
ment hadn't  broken  with 
OPEC,  prices  had  a  good 
chance  of  staying  where  they 
are  for  four  or  five  years.  But 
without  BNOC  to  act  as  regu- 
lator, only  one  factor  can 
maintain  prices:  production 
controls  among  all  the  produc- 
ing countries.  And  I  wouldn't 
bet  a  nickel  on  that." 

Is  Hartley  talking  like  a 
businessman  rather  than  an 
"asset  manager"?  He  is,  and 
makes  no  apologies.  Other  big 
oil  companies  are  cutting  back 
on  exploration  and  develop- 
ment to  divert  money  into  ser- 
vicing debt  or  buying  in  their 
own  shares.  Boone  Pickens 
endvwrav     thinks  this  is  a  good  idea.  He 

says  it  doesn't  make  sense  to 

pour  money  down  holes  when  there 
isn't  that  much  oil  left  to  find.  But 
Unocal's  1985  capital  and  exploration 
budget  has  been  set  for  $2. 1  billion,  a 
record.  Of  that,  about  $1.6  billion  will 
go  for  conventional  oil  and  gas  explo- 
ration and  development.  Two-thirds 
will  be  spent  in  the  U.S.  Oilmen 
should  find  oil,  Hartley  believes. 

Back  to  Boone  Pickens.  "He's  an 
'investor,'  "  says  Hartley,  "not  be- 
cause he  thinks  we're  a  good  com- 
pany, but  because  he  thinks  he's 
gonna  rape  us  one  way  or  the  other." 
Hartley  flatly  rules  out  paying 
greenmail,  and  there  are  no  likely 
white  knights  in  sight — institutions 
and  arbs  take  note.  Hartley  has  a  mine 
field  of  antitakeover  provisions  in 
place  that  will  slow  the  raiders  to  a 
crawl.  He's  already  slapped  a  lawsuit 
on  a  bank  that  backs  Pickens. 

In  the  beginning  Congress  was  up- 
tight about  takeovers  and  was  leaning 
toward  antitakeover  legislation.  But 
Pickens'  effective  testifying  has  re- 
portedly changed  the  mood  back  to 
laissez-faire.  But  Hartley  says  he,  too, 
will  be  testifying  before  Congress  lat- 
er this  year,  asking  for  a  moratorium 
on  hostile  takeovers. 

Frankly,  we  don't  know  who's  go- 
ing to  win  this  one,  but  Fred  Hartley 
is  tougher  than  some  of  the  earlier 
victims.  Boone  Pickens  is  in  for  a  hell 
of  a  fight.  ■ 
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Victor  Posner's  raggedy  empire  may  collapse,  but  the  emperor  still 
has  plenty  of  warm  clothes.  Plush,  with  very  well-lined  pockets. 


How  Posner  profited 

even  though 
his  companies  didn't 


By  Allan  Sloan 
and  Harold  Seneker 


Victor  Posner  last  year  at  Miami  Beach  gala 

The  tactics  suggested  a  man  who  foresaw  disaster. 


Rimkus  \iu4tni  News 


Y1  ou  know  the  story.  The  per- 
sonal jet  is  warming  up  on  the 
runway.  A  good  bit  of  loot  is 
safe  in  Zurich.  The  Latin  American 
dictator  and  his  family  are  packing 
their  bags  while  the  loyal  troops  melt 
away  and  the  guerrillas  creep  closer  to 
the  presidential  palace. 

Victor  Posner  is  no  Latin  dictator, 
nor  do  we  have  evidence  of  Swiss 
bank  accounts,  but  this  most  experi- 
enced and  notorious  corporate  aggres- 
sor in  America  will  not  go  broke  if  he 
loses  his  empire.  He  is  a  centimillion- 
aire  without  it  (see  box,  p.  44).  Over- 
looked in  all  the  publicity  about 
Posner's  problems  is  the  interesting, 
fact  that  Posner  has  prospered  event 
though  his  companies  didn't. 

Posner's  actions,  as  detailed  in  his- 
companies'  voluminous  SEC  filings, 
strikingly  suggest  the  tactics  of  a  man 
who  foresaw  disaster  as  much  as  three 
years  ago  and  has  been  moving  to  line, 
his  pockets  and  his  family's.  Now  di- 
saster lurks  at  the  gates.  Posner's- 
43% -controlled  Evans  Products  Co. 
filed  a  Chapter  11  bankruptcy  peti- 
tion in  March.  Evans  stock  that  cost 
his  Sharon  Steel  Corp.  about  $75  mil- 
lion in  1980  and  1981  recently  fell  to 
$15  million.  Sharon,  which  controls 
Evans,  plans  a  $61  million  writeoff. 

Sharon,  86%  -owned  by  Posner's 
40% -owned  NVF  Corp.,  is  the  linch- 
pin and  onetime  powerhouse  of  his 
empire.  It  has  missed  a  $23  million 
interest  payment  due  on  some  deben- 
tures, has  a  negative  net  worth  and  is 
in  violation  of  loan  covenants. 

Posner  has  been  put  on  a  short  leash 
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by  his  bank  lenders.  "There  are  cer- 
tain banks  not  particularly  friendly," 
concedes  Posner  spokesman  Bruce 
Greer,  a  Miami  attorney;  he  says 
many  banks  are  supporting  Posner 
but  declines  to  cite  any. 

Kind  of  like  the  dictator  when 
Washington  cuts  aid  and  ammo. 

It's  not  entirely  clear  why  the  banks 
made  such  large  loans  to  Posner's 
companies.  The  combined  balance 
sheets  of  Posner's  three  flagship  com- 
panies— NVF  Co.,  DWG  Corp.  and 
Pennsylvania  Engineering 
Corp. — had  an  estimated 
$1.6  billion  of  debt  and 
$240  million  of  equity  at 
the  end  of  1984,  almost  a 
7-to-l  ratio.  Even  back  in 
1979  the  debt-to-equity 
ratio  was  2.5-to-l. 

Debt-to-equity  ratios 
don't  matter  much  as  long 
as  cash  flow  covers  inter- 
est payments.  Once  it  did. 
But  the  empire's  cash  flow 
has  not  covered  its  inter- 
est since  1981,  according 
to  Forbes  computations. 
This  means  that  from 
1982  on,  Posner's  credi- 
tors were  lending  him 
money  to  pay  interest. 

But,  as  we  said,  Posner 
is  not  about  to  go  down 
with  the  ship.  Even  the 
most  trusting  lender — and 
Manufacturers  Hanover 
seems  to  be  way  out  in 
front  for  that  distinc- 
tion— -would  have  to  be 
disturbed  by  the  way 
Posner  has  taken  money 
out  of  the  empire  in 
recent  years. 

Look  at  the  chart. 
Posner  was  his  normally 
outrageous  self  in  the  late 
1970s,  paying  himself 
$1.4  million  or  so  in  sala- 
ries and  bonuses  from  his 
empire,  plus  a  measly 
$400,000  or  so  to  his  son, 
Steven.  There  was  more. 
Posner  charged  his  controlled  compa- 
nies for  rent  at  his  Miami  Beach  head- 
quarters, formerly  known  as  the  Vic- 
torian Plaza  Hotel,  which  fronts  on 
the  beach.  The  companies  also  pro- 
vided yachts  and  planes. 

But  look  at  what  begins  happening 
in  1982.  Posner's  companies  are  start- 
ing to  slip,  but  the  Posner  take  in- 
creases. Suddenly  he  starts  paying 
himself  truly  enormous  sums,  much 
of  it  in  bonuses  for  "extraordinary  ef- 
forts." The  $6.2  million  for  1982  was 
just  a  warm-up.  In  1983  he  paid  him- 
■  self  $10.4  million  plus  the  right  to  buy 


325,000  shares  of  APL  Corp.  for  $3.8 
million  below  their  market  price  at 
the  time.  While  some  of  his  compa- 
nies were  scraping  for  cash,  the  boss' 
perks — yachts,  airplanes,  limos,  and 
the  like — stayed  at  about  $1.4  million 
annually.  The  figures  for  1984  aren't 
available  yet,  but  there  are  no  signs 
that  Posner  did  without  last  year. 

Now  son  Steven's  services  are 
worth  over  $1.3  million  a  year.  Sud- 
denly, hotel  rooms  and  office  space  in 
the  same  building  in  the  same  not-top 


Up,  up  and  away 


Plotted  to  the  right  scale,  the  earnings  of  Posner's 
flagship  companies.  To  the  left  scale,  his  compensation, 
and  his  family's  and  his  trusts'.  Foresight? 


Cash  taken  from  companies  (Smillions) 


"^r 


Net  income  (Smillions) 


sh  compensation 
Victor  Posner    . 
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Source:  Annual  reports,  proxy  statements  and  10-Ks  from  NVF 
Co..  DWG  Corp.  and  Pennsylvania  Engineering  Corp.  Annual 
figures  include  NVF  and  Pa.  Engineering  calendar-vear  results 
and  DWC  results  for  fiscal  years  ending  the  following  Apr.  30. 


Miami  Beach  neighborhood  are  worth 
$4  million  in  1983,  triple  the  1981 
level.  The  companies  aren't  doing 
well,  but  Posner  is.  He  gets  paid  by  a 
dozen  companies.  The  rent  goes  to  a 
Posner  family  trust. 

One  could  suspect  that  Posner 
doesn't  expect  to  be  able  to  tap  the 
empire's  coffers  much  longer. 

Posner  lawyer  Greer  contends  that 
the  lease  payments  jumped  because 
the  companies  are  taking  more  space. 
He  says  that  independent  boards  of 
directors  at  each  company  determine 
Posner's  salary,  without  his  having 


anything  to  do  with  it.  Those  boards 
certainly  should  know  what  Posner  is 
worth.  They  are  dominated  by  Posner 
as  chairman  and  chief  executive  of 
each  company;  his  brother  Bernie; 
son  Steve,  42;  and  longtime  Posner 
loyalist  Melvin  Colvin,  whose  sister 
Posner  divorced  some  40  years  ago. 
Daughter  Tracy,  23,  and  until  lately 
Steve's  twin  sister,  Gail,  also  drew 
paychecks. 

It  would  be  one  thing  if  the  corpo- 
rate results  went  up  as  spectacularly 
as  Posner's  personal  take. 
But  they  don't.  They  do 
the  exact  opposite  thing. 
Suddenly  DWG's  earnings 
shrink  drastically,  Penn 
Engineering's  are  nothing 
to  write  home  about  and 
NVF  goes  into  truly  hor- 
rendous baths  of  red  ink. 
The  empire,  taken  togeth- 
er, lost  $72  million  in 
1982,  $45  million  in  1983 
and  $30  million  for  the 
first  nine  months  of  1984, 
the  most  recent  figures 
available.  All  the  while 
those  endless  Posner  SEC 
filings  show  his  con- 
trolled companies  desper- 
ately bicycling  securities 
and  cash  among  them- 
selves to  pay  creditors. 

Posner,  not  surprising- 
ly, refused  requests  by 
Forbes  for  interviews. 
Spokesman  Greer  is  the 
one  who  gave  us  the  up- 
beat Posner  line:  All  is 
well  with  Posner's  many 
enterprises,  except  "there 
are  problems  that  should 
not  be  minimized  at  Shar- 
on and  Evans." 

Victor  Posner.  In  20  pre- 
daceous  years  he  assem- 
bled a  pyramided  empire 
that  controls  companies 
with  perhaps  $2  billion  of 
assets.  A  grade  school 
dropout  from  Baltimore, 
Posner  has  built  his  em- 
pire and  a  substantial  private  fortune 
by  tough  dealing — some  would  say 
double-dealing.  The  SEC  nailed  him 
in  1977  for  not  disclosing  money  that 
he  and  his  family  took  out  of  his  com- 
panies and  forced  him  to  repay  $1.6 
million — a  minor  part  of  his  total  take 
over  the  years  in  question.  The  federal 
government  has  charged  him  with 
criminal  tax  fraud  for  inflating  the 
value  of  land  he  donated  to  Miami 
Christian  College  in  1975  and  1978 
and  deducted  as  a  charitable  contribu- 
tion. After  long  procedural  delays, 
Posner  is  due  to  go  on  trial  in  May.  He 
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Victor  Posner  and  Lisa  Mottram,  vice  president  of  Security  Management  Corp. 
What's  better  than  real  estate  to  keep  an  old  emperor  warm? 


Miami  Herald 


How  rich  is  Victor  Posner? 


Fl  ear  not  for  Victor  Posner's  re- 
tirement years.  Wherever  else 
he  might  be,  it  will  not  be  the 
poorhouse.  Victor  was  big  rich 
even  before  he  seriously  started 
drawing  on  his  corporate  empire 
in  1982.  Working  with  tax  returns 
filed  by  Posner  for  1975-79  and 
knowledgeable  sources  in  Miami, 
Forbes  has  totted  up  over  $90 
million  in  real  estate  and  liquid 
assets  controlled  by  Posner  com- 
pletely outside  his  corporate  em- 
pire. Where  is  it?  In  his  name,  or 
his  family's,  or  in  Security  Man- 
agement Corp.  (his  family  holding 
company),  or  in  identifiable  trusts 
ultimately  controlled  by  him.  (He 
reported  $634,401  in  depreciation 
to  the  IRS  in  1979  just  on  his 
Baltimore  properties.) 

There  is  probably  much  more  in 
Posner's  retirement  nest  egg.  In 
spite  of  taxes  and  high  living, 
there  must  be  a  considerable  pile 
left  from  the  $24.6  million-plus  in 
salary  and  bonus  paid  him  by  his 
public  companies  since  1979. 

There  is  reason  to  believe  that 


Victor  owns  still  more  property 
through  trusts  identified  on  the 
tax  rolls  by  trustee  name,  not 
Posner,  so  his  Florida  real  estate 
holdings  are  probably  greater  than 
the  $70  million  total  we  can  pull 
together. 

Add  it  all  up  and  take  out  a 
generous  cut  for  taxes  paid  (Victor 
shelled  out  $1,497,71 1  to  the  Feds 
for  1979).  Then  take  another  for 
mortgages  (which  can't  amount  to 
much  because  he  has  owned  most 
of  the  identifiable  property  for 
quite  a  while).  Don't  even  consid- 
er his  controlling  stock  in  his 
foundering  empire  of  public  com- 
panies. Or  his  pension  rights  from 
his,  ah,  long  and  faithful  service  as 
chairman  and  chief  executive  offi- 
cer of  several.  Taking  the  worst 
possible  case,  the  one  in  which  his 
corporate  empire  eventually  goes 
completely  down  the  tubes  and  he 
himself  is  in  jail  on  the  pending 
tax  fraud  charge  (see  story),  Posner 
could  still  console  himself  some- 
what on  being  America's  only 
centimillionaire  jailbird. — H.S. 
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is  worried  enough  to  have  hired  law- 
yer Edward  Bennett  Williams  to  de- 
fend him. 

This  latter  is  not  like  Posner's  other 
legal  entanglements,  civil  cases  that 
involve  only  money.  (He  and  the  com- 
panies that  he  goes  after  have  filed 
enough  lawsuits  against  each  other  to 
support  a  generation  of  attorneys.)  His 
land  appraiser  in  this  case  has  already 
been  convicted  and  is  awaiting  sen- 
tence. If  Posner  loses,  too,  he  stands  a 
good  chance  of  going  to  jail. 

So  it  seems  unlikely  that  his  corpo- 
rate empire  can  survive  in  anything 
like  its  present  form  (see  chart,  p.  45). 
He  runs  the  empire  as  if  it  were  his 
private,  exclusive  property,  but  it 
isn't.  He  doesn't  own  it  all — or  even 
most  of  it.  Each  major  piece  and  most 
of  the  minor  ones  have  hundreds  or 
thousands  of  public  shareholders.  Not 
to  mention  the  companies'  debt  hold- 
ers and  employees. 

Posner's  grotesquely  debt-laden 
conglomeration  consists  largely  of 
mature  or  declining  heavy-asset  busi- 
nesses like  steel,  textiles,  foundries 
and  mining  that  used  to  produce 
heavy,  reliable  cash  flows. 

Lately  even  his  friends  admit  that 
Posner,  once  renowned  for  making 
shrewd  investments  in  little-regard- 
ed, asset-heavy  companies,  has  lost 
his  touch.  One  friend  tells  of  Posner's 
spurning  an  offer  to  sell  his  Evans 
stock  at  $26  a  share — or  $152  million 
in  all — to  an  investor  group.  Evans 
shares  recently  sold  at  $2. 

In  1979  he  could  have  sold  his  3.4 
million  UV  Industries  shares  for  well 
over  $100  million  when  the  company 
liquidated  to  escape  him.  Instead,  he 
bought  UV  for  $518  million  of  cash 
and  debentures — the  same  debentures 
whose  interest  payment  he  missed. 

Part  of  Posner's  problem,  of  course, 
is  that  the  economic  environment  has 
changed.  Sharon,  for  example,  isn't 
the  only  steel  company  with  troubles. 
But  problems  endemic  to  troubled  in- 
dustries like  steel  and  mining  are  only 
part  of  what  ails  Posner's  empire. 
Posner  compounded  his  troubles  by 
leveraging  his  companies  with  reck- 
less abandon  to  get  money  to  make 
ever  more  acquisitions.  Such  a  debt 
load  on  mature,  cyclical  businesses 
becomes  dangerous  when  things  go 
wrong.  It  is  also  dangerous  when,  as 
with  Royal  Crown  Cola  and  now- 
bankrupt  Evans  Products,  the  old. 
management  leaves  as  Posner  arrives. 

You  keep  such  a  system  going  only 
by  continually  making  additional  ac- 
quisitions. Posner  bid  to  buy  part  of 
City  Investing  for  $1.3  billion  and  the 
62%  of  National  Can  Corp.  he  doesn't 
own  for  $250  million,  even  though  it's 
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Riding  for  a  fall? 


Victor  Posner  has  built  up  a  vast,  complicated  network 
of  companies  by  buying  enough  stock  to  gain  control, 
then  using  a  company's  financial  resources  to  make 
further  acquisitions.  Posner  often  controls  companies 
even  though  he  owns  less  than  a  majority  in  them,  yet 
he  treats  them  as  private  property,  paying  himself  and 
his  family  members  handsomely.  Now,  the  pyramid  is 


coming  unstuck.  Posner  is  selling  stock  in  companies 
he  doesn't  control  from  one  part  of  the  empire  to 
another,  to  move  money  where  it's  needed.  Note  that 
Johnson  Controls,  City  Investing  and  Burnup  &  Sims 
shares,  which  at  the  end  of  1983  were  all  in  Sharon 
Steel,  are  widely  dispersed.  That  put  cash  into  Sharon 
without  liquidating  Posner's  position. 
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Note:  Disclosed  holdings  in  Chesapeake  Financial  total  99.6%;  Salem  is  25.8%  controlled  by  Posner,  23.6%  by 
Birdsboro;  0.6%  of  Johnson  Controls  is  owned  by  a  company  owned  by  NVF,  DWG  and  Penn  Engineering. 

Source:  SEC  filings 
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doubtful,  to  say  the  least,  that  he  can 
get  financing  for  such  takeovers. 

Posner,  who  has  always  been  able  to 
exploit  opponents'  weaknesses,  is 
now  a  target  himself.  Posner's  intend- 
ed victims  smell  blood — and  so  does 
Salomon  Brothers,  whose  mergers  and 
acquisitions  department  represents 
both  National  Can  and  Johnson  Con- 
trols, companies  in  which  Posner  has 
large  stockholdings  and  that  do  not 
want  to  join  his  empire. 

Johnson  Controls,  with  Salomon's 
guidance,  is  trying  to  buy  Hoover  Uni- 
versal in  a  stock  transaction,  to  dilute 
Posner's  19.8%  stake.  With  consum- 
mate gall,  Posner,  who  has  trampled 
minority  shareholders  for  years,  is  su- 
ing Johnson  for  not  asking  sharehold- 
er permission  to  buy  Hoover. 

(Three  publicly  held  Posner 
companies — Wilson  Brothers, 
DWG  and  Pennsylvania  Engi- 
neering— haven't  had  stockhold- 
er meetings  since  1981.  How  can 
they  have  Amex  listings  with- 
out annual  meetings?  "We've 
been  holding  discussions  with 
them,"  an  Amex  spokesman 
says.) 

Salomon  would  like  to  put  a 
hole  in  Posner,  who  has  men- 
aced Salomon  client  companies. 
Nor  would  Salomon  mind  em- 
barrassing a  major  rival — Drexel 
Burnham  Lambert,  Posner's 
investment  banker.  Drexel 
(Forbes,  Nov.  19, 1984)  has  raised 
$350  million  for  Posner  compa- 
nies since  1982.  If  part  of  his 
empire  crashes,  it  would  hurt 
Drexel's  reputation.  But  Drexel 
is  resourceful.  One  of  its  clients, 
Triangle  Industries,  has  ten- 
dered for  National  Can.  That 
would  get  cash  to  Posner — with- 
out Drexel's  financing  him. 

National  Can  had  cowered  for  a 
year  and  offered  itself  to  Posner  if  he 
would  pay  $40  a  share  for  the  shares 
he  didn't  own.  When  it  became  con- 
vinced Posner  couldn't  get  the  money 
for  a  buyout,  National  Can's  manag- 
ers started  their  own  shrewdly  con- 
ceived self-tender  that  would  hand 
control  to  an  employee  stock  owner- 
ship plan — in  reality,  National  Can 
management.  That  would  force 
Posner  to  offer  to  sell  or  become  an 
impotent  minority  shareholder. 

Royal  Crown  and  a  textile  com- 
pany, Graniteville  Co.,  did  much  the 
same  as  National  Can — in  effect, 
forced  Posner  to  offer  to  buy  everyone 
out  or  go  away.  In  those  cases  he 
could  borrow  and  did  take  out  the 
minority  stockholders  at  agreeable 
prices.  But  now  he  can't. 

Posner  still  manages  to  raise  cash 


for  things  he  considers  essential,  such 
as  the  $48  million  Penn  Engineering 
raised  from  the  Bass  brothers  and  a 
Drexel  Burnham  partnership  in  Feb- 
ruary at  a  20%  interest  rate.  Did  this 
money  go  to  past-due  Sharon  deben- 
ture payments?  Or  to  make  up  NVF's 
skipped  payments  to  its  underfunded 
pension  fund?  Of  course  not.  Much  of 
it  went  to  buy,  at  an  above-market 
price,  Ivan  Boesky's  holdings  in  Fisch- 
bach  Corp.,  Posner's  next  target. 
Fischbach  has  enough  assets  to  but- 
tress part  of  Posner's  empire. 

But  buttress  it  for  how  long?  The 
enemy  is  clearly  at  the  gates. 

Like  a  general  running  short  of  re- 
serves, Posner  is  finding  it  harder  to 
move  assets  around  to  meet  threats  to 
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Posner  /earing  courthouse  with  lawyer  last  July 
The  enemy  is  clearly  at  the  gates. 


his  position.  In  1984  DWG  Corp.  and 
its  subsidiaries,  which  are  in  better 
shape  than  Sharon  but  are  far  smaller, 
spent  about  $40  million  buying  John- 
son Controls  stock,  at  the  market 
price,  from  Sharon  Steel.  The  stock, 
which  carries  a  $1.86  annual  divi- 
dend, cost  about  $39,  giving  DWG 
less  than  a  5%  return.  DWG  was  pay- 
ing up  to  16%  for  money.  It  was  in 
Posner's  interest  for  DWG  to  buy  that 
stock,  but  was  it  in  the  interest  of 
DWG's  other  shareholders  to  buy 
Johnson  stock  at  such  a  price?  It's  one 
thing  to  do  this  with  wholly  owned 
companies — then  it's  your  own  mon- 
ey. But  it's  hard  to  justify  with  sepa- 
rately owned  public  companies. 

Although  the  companies  move  as- 
sets around  when  it's  in  Posner's  in- 
terest, they  somehow  freeze  up  when 
it's  in  someone  else's  interest.  In  1983 


NVF  was  losing  so  much  money  it 
deferred  payments  to  its  and  Sharon's 
underfunded  employee  pension  funds, 
citing  financial  hardship.  Yet  in  1983 
NVF  managed  to  lay  its  hands  on 
$246,388  to  buy,  at  cost,  Posner's  per- 
sonal holdings  in  a  tiny  company 
called  Air  Cargo  Equipment  Corp. 

Meanwhile,  DWG  acquired  the 
Graniteville  Co.,  terminated  its  pen- 
sion plan,  bought  annuities  for  the 
employees  and  used  the  $36  million 
surplus  to  help  pay  for  the  acquisi- 
tion. In  1984  Pennsylvania  Engineer- 
ing worked  the  same  ploy  and  pocket- 
ed a  $2.4  million  surplus.  It's  a  great 
game.  If  NVF  and  Sharon  Steel  go 
down  with  underfunded  pension 
plans,  the  Pension  Benefit  Guaranty 
Corp. — a.k.a.  Uncle  Sam — picks 
up  the  shortage.  If  there's  a  sur- 
plus, terminate  the  plan  and 
keep  the  surplus. 

Then  there  are  the  games 
Posner  is  playing  with  Chesa- 
peake Insurance,  a  Bermuda  in- 
surance company  that  began 
modestly  as  a  captive  reinsurer  a 
few  years  ago  but  has  since  tak- 
en up  a  more  active  life. 

The  premiums  paid  by  Posner 
companies  to  Chesapeake  in- 
creased from  their  customary 
$10  million  to  $15  million  a 
year,  to  about  $40  million  in 
1983,  when  Chesapeake  began 
writing  health  insurance.  The 
premiums  provide  a  handy  pool 
of  investable  funds.  Last  year, 
for  instance,  saw  Chesapeake 
pump  $12.6  million  into  Sharon 
by  taking  308,000  shares  of 
Johnson  Controls  off  its  hands. 

Posner  used  a  Chesapeake 
subsidiary  to  purchase  Royal 
Crown,  and  Chesapeake  Insur- 
ance  holds  his  Peabody  Interna- 
tional stock.  The  beauty  of  it  is  that 
Chesapeake  Insurance  is  based  in 
Hamilton,  Bermuda  and  makes  no 
meaningful  U.S.  filings  we  could  find. 
Is  Chesapeake  underreserving  to  raise 
money  to  bail  out  Posner  companies? 
You  can't  find  out. 

But  even  if  the  game  is  up,  Posner 
can  laugh  all  the  way  to  the  bank,  or 
wherever  he  has  put  the  $30  million- 
plus  he's  taken  out  in  salary  over  the 
past  ten  years.  His  minority  stock- 
holders may  be  hurt,  his  creditors 
may  be  hurt,  the  employees  of  his 
weakened  companies  may  be  hurt.  He 
might  stick  the  federal  government 
with  Sharon's  and  NVF's  underfunded 
pension  funds.  But  even  if  he  has  to  go 
to  jail  for  a  while,  Victor  Posner  has 
arranged  things  so  he  can  walk  away 
from  the  shambles  he  has  created  ■ 
very,  very  rich  man.  ■ 


46 


FORBES,  APRIL  8,  1985 


-  ;  ^^ 


■  ■■'Ifiri,.  ,;..    t.?.'  ^m'LK** 


Whatever  si 


is  your 


Just  remember,  nobody 
sizes  up  your  business  as 
well  as  Dodge. 

Because  only  Dodge  offers 
you  a  choice  of  so  many 
different  sized  vans. 

Beginning  with  our 
revolutionary,  more  efficiently 
sized  Dodge  Mini  Ram  Van. 
It's  the  key  to  the  city.  Front- 
wheel  driven.  Incredibly 
maneuverable.  With  133  cubic 
feet  of  cargo  space.  Almost 
seven  feet  of  cargo  floor  length. 
And  1.710  pounds  of 
maximum  available  payload. 

Of  course,  if  you're  really  big 
in  business  and  need  a  van  that 
can  carry  a  really  big  load. 


we  ve  got  your  size,  too.  Our 
Dodge  Maxi  Van.  With  up  to 
4,635  pounds  of  available 
payload.  Up  to  304.5  cubic  feet 
of  cargo  capacity.  And  the 
industry's  widest  standard 
side-door  opening. 

On  the  other  hand,  consider 
the  long  range  implications  of 
our  Long  Range  Ram  Van.  With 
a  sizeable  list  of  standard 
features,  including  a  35-gallon 
fuel  tank  that  can  take  your 
business  a  long,  long  way. 

And  while  you're  taking  the 
measure  of  our  Dodge  vans, 
size  up  our  standard  Dodge 
warranty  at  the  same  time. 
Five  years  or  50,000  miles, 
whichever  comes  first. 
Covering  the  entire  powertrain 
and  outer  body  rust-through, 


Standard  equipment.  At  no 
extra  cost* 

Considering  what  all  Dodge 
has  to  offer,  one  thing  should 
be  perfectly  clear.  One  size  or 
another  fits  all. 

But  see  for  yourself  at  your 
local  Dodge  dealer.  After  all,  it's 
your  business. 

'Limited  warranty  on  new  '85s.  excludes 
imports  and  leases.  A  deductible  applies.  Ask 
for  details. 

AMERICAS  BEST  BACKED  TRUCKS 
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Long  Range  Ram  Van 
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CaC 


Computers  and  Communications 


Commu- 
nications 


Computers 


Electron 
Devices 


Home 
Electronics 


Designed  by  artist  Kenneth  Noland,  the  chcv  depicts  NEC's  growth  curve  fron      -alyear  1980  to  1984  Consolidated  net  sales  in  fiscal  1984 for  NEC's  more  than  15,000  prod 


For  you,  the  first  in  Computers  &  Communications 

The  new  information  age 
is  built  on  C&Q  the  merging 
of  computers  &  communications. 
NEC  is  a  world  leader 
in  the  four  technologies 
that  form  the  foundation 
of  C&  C—  computers, 
communications, 
electron  devices, 
&  home  electronics. 
Making  NEC  a  balanced 
computer  &  communications 
company  able  to  respond 
to  all  your  needs. 
Now  you  know  why 
the  computer  giants  and 
the  communications  giants 
are  now  reaching  out 
into  each  other's  fields. 
You  deserve  no  less. 

NEC.  The  way  it  will  be. 


"d  $7.8  billion. 


NEC  Corporation 
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Not  long  ago  there  were  a  lot  of  U.S.  withthe$ibiiiionitpianstospendin 
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appliance  makers.  Now  there  are  only  a  product  ime.  The  company  has  com- 
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hanajUl  Still  in  the  Dig  time.  alone,  and  some  of  the  new  refrigera- 
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By  Howard  Gold 


General  Electric  is  terrorizing 
the  once-staid  dishwasher 
market.  And  that  may  be  only 
the  beginning. 

The  appliance  industry  has  become 
highly  concentrated  since  World  War 
II.  Now  the  top  four  manufacturers — 
GE,  Whirlpool,  White  Consolidated 
and  Magic  Chef — account  for  61%  of 
a  $15.7  billion  market. 

But  if  the  survivors  thought  they 
could  sit  back  and  enjoy  a  relaxing  old 
age,  they  reckoned  without  GE.  Since 
1981  GE  has  turned  its  Appliance 
Park  dishwasher  plant  in  Louisville, 
Ky.  into  a  showcase  of  automation 
and  is  revamping  its  appliance  line 
from  top  to  bottom. 

Dishwashers  are  the  initial  battle- 
ground, says  Roger  W.  Schipke,  GE 
senior  vice  president,  because  "dish- 
washer saturation  at  the  time  [1981] 
was  only  50%  of  American  homes. 
We  viewed  that  as  having  the  best 
growth  potential." 

In  1983,  with  GE's  automated  plant 
already  producing,  the  economic  re- 
covery arrived,  bringing  with  it  a  re- 
bound in  housing  starts.  GE  was  ready 
with  its  revamped  top-of-the-line 
model,  some  of  whose  features  were 
also  applied  to  its  Hotpoint  brand  and 
the  private-label  products  GE  makes 
for  Magic  Chef  and  Tappan,  a  subsid- 
iary of  Electrolux  Group. 

Result:  GE  claims  that,  together,  all 
its  dishwasher  lines  now  have  40%  of 
the  market,  having  gained  a  full  nine 
percentage  points  between  1983  and 
1984  alone.  Recent  estimates  in  the 
trade  magazine  HFD  put  the  share  of 
the  GE  brand  alone  at  28%. 

GE's  attack  has  sent  competitors 
scrambling.  Whirlpool's  proposed  ac- 
quisition of  KitchenAid — which  some 


50 


competitors  are  fighting  in  court  on 
antitrust  grounds — is  tacit  admission 
that  its  own  brand  (with  an  estimated 
19%  market  share)  has  fallen  behind. 
And  the  lawsuit  itself  is  ironic  in  view 
of  the  history  of  the  plaintiffs,  White 
Consolidated  and  Magic  Chef.  White 
grew  by  buying  up  faltering  brands 


tors,  laden  with  electronic  gizmos, 
have  already  appeared.  Next  on  GE's 
list  are  ranges,  then  washers  and  dry- 
ers, a  market  that  archrival  Whirlpool 
dominates  with  as  much  as  a  50% 
share  in  some  categories. 

Acknowledging  GE's  impact,  Magic 
Chef  has  contracted  to  buy  dishwash- 
ers from  the  GE  Louisville  plant.  Oth- 
er competitors  are  counterattacking. 
Whirlpool  has  launched  its  own  $600 
million  capital  spending  plan,  run- 
ning to  the  end  of  the  decade.  It  is 
retooling  its  factories  and  creating  an 
entirely  new  washer  design  for  the 
first  time  in  30  years.  Called  Design 
2000,  it  is  also  sold  as  Sears'  Kenmore 
brand.  Industry  insiders  believe  that 
Whirlpool  plans  to  make  KitchenAid. 
a  full-line  appliance  manufacturer. 

White  Consolidated  is  selling  its 
moneylosing  machinery  businesses 
and  funneling  more  than  $400  million 
into  its  aging  plant  to  make  a  stand  in 
product  lines  including  refrigerators,' 


GE's  Louisville,  Ky.  dishwasher  factory 

Nothing  dull  about  the  appliance  business  these  days. 


like  American  Motors'  Kelvinator, 
GM's  Frigidaire  and  Westinghouse's 
appliance  business  back  in  the  Sixties 
and  Seventies,  and  Magic  Chef 
grabbed  Norge  and  Admiral  in  1979. 

But  the  dishwasher  war  is  only  the 
first  skirmish  of  what  promises  to  be  a 
fierce  battle  in  all  appliances  that 
could  leave  some  of  the  survivors 
with  their  backs  against  the  wall.  The 
$60  million  GE  spent  in  retooling  for 
dishwashers    is    peanuts    compared 


freezers  and  ranges. 

Even  Maytag,  with  its  image  o 
quality  (Forbes,  Dec.  17,  1984),  hai 
been  stymied  by  GE's  big  push  ii 
dishwashers;  Maytag  has  been  unabl 
to  move  beyond  a  7%-to-8%  marke 
share.  By  the  late  1980s  both  GE  an< 
Whirlpool  will  be  out  with  new  laun 
dry  appliances,  and  Maytag  will  havi 
to  fight  hard  to  defend  its  home  turf 
Nothing  dull  about  the  appliano 
business  these  days.  ■ 
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STAY  AT  HYATT 

GET  A  201 
MILEAGE -PLUS    ^ 

BONUS 
ON  UNITED. 

Now  staying  at  Hyatt  Hotels  means  a 
20%  Mileage  Plus  bonus  on  any  future 
United  Airlines  flight.  This  means  you 
can  earn  free  airline  tickets  and  hotel 
accommodations  even  faster.  Simply  ask 
for  your  Mileage  Plus  bonus  sticker  at 
check-out* 
Don't  you  ^^pj 

YOU  WERE 
HERE" 


DALLAS 


Soar  above  the  lively  downtown  Reunion 
area  at  Hyatt. 

FORT  WORTH 


The  spirit  of  the  West  in  historic 
Fort  Worth. 

HOUSTON 


In  the  very  heart  of  exciting  Houston,  walk 
to  business  through  climate-controlled 
tunnel  system. 

SAN  ANTONIO 

Hyatt  is  on  the  Riverwalk  across  from  the 
Alamo. 

NORTHWEST  CHICAGO 

The  Hyatt  in  Chicago's  suburban 
Schaumburg  is  at  Woodfield  Mall  near 
O'Hare. 


"Applicable  on  Corporate  and  regular  rates  only.  Other 
restrictions  may  apply.  Check  with  Hyatt  or  United  for  details. 


Think  of  us  a 

Ddo'rtte  Haskin 


(6)1985  Deloitle  Haskins  &  Sells 


- 


lartners. 
rSelb&You. 


You  (meaning  thousands  of  clients,  big 
and  small)  are  very  much  part  of  our  firm. 

It's  true,  you  may  not  have  an  office  at  our 
place.  But  every  one  of  our  partners,  here  and 
around  the  world,  knows  that  we  couldn't  exist 
without  you. 

That's  why  we've  worked  year  after  year 
on  ways  to  make  our  services  more  valuable 
to  you.  To  be  your  business  advisor. 

To  give  you  one  example,  we've  set  up 
specialized  service  groups.  They  include 
Financial  Institutions,  Health  Care,  High-Tech 
and  Emerging  Business.  And  every  one  is 
designed  to  add  extra  value  to  the  services 
we  provide. 

The  result  (getting  back  to  you)  is  a 
partnership  with  all  the  human  and  technical 
resources  that  it  takes  to  serve  you  nowadays. 

And  that  goes  for  the  whole  range  of 
traditional  services— accounting  and  auditing, 
tax  planning,  and  management  consulting. 

In  fact,  there's  only  one  thing  wrong  with 
calling  ourselves  Deloitte  Haskins  &  Sells  &  You 

The  You  really  should  *^  ■  ■■■ 
come  first.  UBlOlUB 

Haskins+Sells 


For  years  Hollywood  filmmakers  pushed 
theater  owners  around.  Now,  with  more 
movies  being  made,  its  the  exhibitors'  turn 
to  push  back.  But  for  how  long? 

Now  playing: 
exhibitor  power 


By  Alex  Ben  Block 


HAVE  YOU  NOTICED  how  little 
time  it  takes  for  a  new  movie, 
even  a  blockbuster,  to  show 
up  at  a  theater  near  you?  Beverly  Hills 
Cop,  to  take  one  recent  example, 
opened  in  1,532  theaters  and  was  in 
2,006  theaters  across  the  country 
within  three  weeks.  That  speed  is  ex- 
plained by  advances  in  the  art  of  new- 
film  release,  and  it  signals  a  new  im- 
balance of  power  in  the  eternal  battle 
between  moviemakers  and  exhibi- 
tors. Against  all  expectation,  it's  now 
the  exhibitors  who  frequently  have 
the  upper  hand. 

For  a  while  there,  Hollywood  film 
production  was  beginning  to  look 
dangerously  oligopolistic.  In  1979  a 
handful  of  big  studios  released  133 
new  feature-length  films.  Powerless 
against  this  dearth  of  product,  the 
country's  major  exhibitors,  many  le- 
gally separated  from  the  producers  by 
a  1948  antitrust  decree,  but  all  as  eco- 


nomically dependent  as  ever  on  Hol- 
lywood whim,  had  little  choice  but  to 
smile  as  studio  salesmen  forced  them 
to  "blind-bid"  on  films  they'd  never 
seen.  Often  that  meant  making  huge 
advance  payments  and  guaranteeing 
long  bookings  regardless  of  how  the 
films  did  at  the  box  office. 

Now  it's  exhibitors  setting  the 
terms  on  all  but  the  very  hottest  pic- 
tures. Home  video  and  pay-TV  typi- 
cally yield  only  20%  of  a  hit  film's 
revenue.  And  ancillary  market  value 
is  determined  by  how  well  a  movie 
does  in  theaters.  In  short,  far  from 
killing  movie-house  business,  the 
home-video  and  pay-TV  alternatives 
have  served  to  make  a  film's  appeal  on 
the  big  screen  more  important,  thus 
strengthening  the  exhibitors'  bargain- 
ing position. 

Video  has  also  helped  theaters  by 
pumping  additional  money  into  mov- 
ie production.  As  a  result,  new  prod- 
uct has  been  unreeling  from  a  growing 
number  of  producers  and  distributors 


at  a  rate  not  seen  since  pretelevision 
days.  Last  year  398  new  feature- 
length  films  were  released,  vs.  about 
250  in  1980.  Variety,  the  industry  trade 
paper,  estimates  that  major  studio 
production  this  year  will  be  up  over 
40%  from  last  year.  Independent  pro- 
duction is  rising  even  faster. 

The  surging  supply  of  movies  has 
helped  stabilize  ticket  prices,  made 
the  studios  more  flexible  on  terms 
and  given  exhibitors  a  chance  to  make 
money  on  tickets  as  well  as  on  pop- 
corn. "Five  years  ago  we  were  fighting 
to  get  play  dates,"  says  Michael  W. 
Patrick,  34,  president  of  Martin  The- 
aters of  Columbus,  Ga.,  the  seventh- 
largest  U.S.  exhibition  chain.  "Now 
we're  looking  to  book  the  best  possi- 
ble pictures." 

The  production  spurt  coincides 
with  a  transformation  in  distribution 
patterns.  Until  well  into  the  1970s  a 
movie's  first  run  would  be  in  a  hand- 
ful of  single-screen  theaters.  The  sec- 
ond run,  a  few  weeks  later,  would  see 
the  same  film  playing  a  larger  number 
of  theaters  in  various  neighborhoods 
and  suburbs.  The  third  run  would  be 
in  older  theaters  at  a  sharply  reduced 
admission  price.  "Platforming,"  this 
staged  release  system  was  called. 

Today,  however,  only  a  handful  of 
"serious"  films — A  Passage  to  India  is  a  i 
recent  example — are  platformed.  For 
the  great  majority  of  movies  the  first 
run  is  both  the  beginning  and  the  end  i 
of  theatrical  distribution,  involving  as 
many  as  2,000  theaters  at  once  and 
supported  by  expensive  network  TV 
advertising  campaigns.  That  means  • 
that  Hollywood  movies — now   esti- 
mated to  cost  an  average  $14.4  mil- 
lion to  produce  and  $5  million  on 
more  to  market — must  either  be  im- 
mediate hits,  like  Beverly  Hills  Cop,  or  r 
be  replaced  quickly,  like  Johnny  Dan- 


Multiplex  cinema  near  Sayreville,  N.J. 

Fewer  "blind,  bids"  and  guaranteed  bookings. 


Carol  Bernson 
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Where  your  ads  will  never  be  sold  short. 


This  microphoto  reveals  the  fluid  nature  of  liquid  crystals -a  property 
Hitachi  has  put  to  colorful  use  in  digital  clocks,  computer/ television  video 
screens,  and  a  variety  of  innovative  display  devices. 


i  before  commercial  television  appeared 
e  late  1940s,  Hitachi  was  producing 
tron  tubes  capable  of  sending  and  receiving 
dimensional  images.  From  the  develop- 
it  of  B&W  picture  tubes,  we  ventured  into 
r  versions.  Then  solid-state  televisions, 
r  image-projection  systems,  and  revolu- 
ary  new  methods  of  visual  display. 

captured  the  rainbow 

ay,  the  results  of  Hitachi  research  can 
een  all  around  you.  Computer  terminals 
ent  graphic  data  in  hues  as  vivid  as  those 
irainbow.  Body  scanners  give  doctors 
r  color  pictures  of  vital  organs  as  they  func- 

Electronic  typewriters  and  laboratory 
suring  apparatus  display  words,  numbers 
patterns  on  envelope-sized  screens  made 
liquid  crystals. 

Our  image-processing  experts  are  inn- 
ing display  resolution  while  creating  ever 
ST,  thinner  units.  They  have  found  ways  to 
ce  screen  flicker  and  glare.  They  have 
ed  new  two-tone  pigments  to  liquid  crystals 
reater  color  and  contrast. 
I  In  fact,  we  are  constantly  coming  up  with 
jvations  and  new  applications.  One  of  the 
jt  is  a  high-definition  television  with  1 ,125 


scanning  lines,  nearly  double  the  current 
standard,  for  clear,  colorful,  ultrawide-screen 
display  of  programs  televised  via  satellite. 

These  examples  demonstrate  a  few  of 
the  ways  in  which  Hitachi  is  improving  upon 
basic  technology.  Then  using  it  to  create  prac- 
tical tools  that  meet  your  needs. .  .and  those 
of  professionals  in  broadcasting,  medicine, 
computing,  and  virtually  every  other  field 
you  can  name. 

The  best  of  worlds  is  yet  to  come 

Our  vision  of  the  future  includes  video  screens 
so  thin  you  can  hang  them  on  the  wall  like 
pictures.  Portable  communicators  with  pop-up 
color  displays  no  bigger  than  a  credit  card. 
Laser  holography  systems  for  three-dimensional 
viewing.  And  much,  much  more. 

We'd  like  you  to  share  in  the  benefits 
of  our  scientific  research,  covering  the  next 
generation  of  robots,  sensors,  and  other  elec- 
tronic devices.  For  improved  business  efficiency. 
For  a  higher  quality  of  life.  Two  goals  we've 
pursued  for  75  years  as  part  of  our  commitment 
to  a  better  world  through  electronics. 


'^ACE  \^' 


WE  BELIEVE  DISPLAYS  BRING  LIMITLESS  VISION  TO  HUMAN  EYES 

0  HITACHI 

Hitachi  America.  Ltd.,  Electron  Tube  Sales  &  Service  Division  500  Park  Boulevard,  Suite  805,  Itasca,  III.  60143  Tel:  (312)  773-0700 


Chevrolet  Fleet  Sales 

Not  everyone  will  agree  on 
which  fleet  car  will  prove  to  be 
a  smart  investment 

But  here's  how  more  fleets  see  it  so  far. 

Right  now,  fleets  are  buying  more  of  one  kind  of  car  than  any 
ofher-our  front-drive  Chevrolet  Celebrity.  If  it's  not  in  your  fleet,  you 
might  want  to  find  out  why.  After  all,  12  months  from  now  is  no 
time  to  discover  you  put  your  money  behind  the  wrong  car. 

PH.  |  Let's  get  it  together. .  .buckle  up. 


'Today's  Chevrolet.  What  could 
be  smarter  for  my  fleet: 


The  monster  with  two  heads? 


Tlhe  new,  double  videocassette  recorder  recently 
introduced  by  Japan's  Sharp  Electronics  would 
seem  to  be  bad  news  for  movie  theaters.  After  all,  it 
would  enable  folks  at  home  to  make  copies  of  rented 
movie  cassettes  with  the  greatest  of  ease. 

Surprisingly,  though,  most  exhibitors  doubt  it  will 
affect  them  very  much.  Larry  Gleason,  president  of 
Mann  Theaters,  concedes  that  single  VCRs  have 
skimmed  off  some  theater  trade,  particularly  young 
marrieds  with  children  and  older  people  who  prefer  to 
stay  at  home.  But  he  thinks  a  negative  impact  from 
double  VCRs  would  be  felt  primarily  by  the  home 
video  industry,  which  depends  on  repeat  rentals  for 
most  of  its  income.  "The  easier  you  make  it  to  copy  a 
film,"  says  Gleason,  "the  more  likely  it  is  that  it  will 
take  something  else  away  [from  someone  currently 
making  a  profit]." 

The  double  VCRs  would  also  hurt  owners  of  movie 
copyrights,  whose  royalties  are  tied  to  sales  of  prere- 
corded movie  cassettes.  Jack  Valenti,  president  of  the 


Motion  Picture  Association  of  America,  thinks  they 
are  a  "brazen  call  to  thievery"  that  "lays  waste  to  the 
ownership  rights"  of  his  moviemaking  members.  It  is 
some  relief  to  Valenti  that  Sharp  is  distributing  the 
double  VCR  only  in  the  Middle  East.  The  TV  system 
there  is  incompatible  with  that  in  the  U.S.  and  Japan, 
making  it  useless  to  import  the  Sharp  machines  here. 

Sharp  apparently  has  two  reasons  for  withholding 
its  double  VCR  from  the  U.S.  market  for  now.  First, 
such  a  move  might  provoke  more  anti-VCR  lobbying 
in  Washington  by  filmmakers.  Second,  so  pleased  are 
they  with  sales  of  single  video  recorders,  Sharp  and 
other  VCR  manufacturers  don't  want  to  do  anything 
to  upset  the  market. 

The  controversy  over  the  double  VCR  has  been 
exaggerated  in  any  case,  says  a  Sharp  spokesman.  The 
model  in  the  Middle  East,  he  points  out,  sells  for  about 
$1,000.  Anyone  can  buy  two  VCRs  in  the  U.S.  right 
now  for  as  little  as  $350  each  and  easily  hook  them 
together  to  duplicate  a  videotape.— A.B.B. 


gerousiy.  One  exhibitor  at  the  sold-out 
ShoWest  theater  owners'  convention 
in  Las  Vegas  last  month,  who  runs  a 
small  circuit  in  the  western  U.S.,  calls 
this  new  marketing  practice  the 
"throw-'em-against-the-wall-and-see- 
what-sticks  method."  As  a  result  of 
competition  for  screen  space,  studios 
are  beginning  to  spread  product 
throughout  the  year  rather  than  bunch 
the  best  releases  at  Christmas  and  in 
summer,  when  the  kids  are  out  of 
school.  Says  Dale  Stewart,  55,  presi- 
dent of  Kansas  City,  Mo. -based  Com- 
monwealth Theatres,  eighth-largest 
exhibition  circuit  in  the  U.S.:  "The 
studios  have  finally  proved  what 
we've  been  saying  for  years:  If  a  film  is 
good,  the  public  will  seek  it  out  wheth- 
er it's  released  in  May  or  October." 

According  to  the  Motion  Picture 
Association  of  America,  1.2  billion 
admission  tickets  were  sold  in  the 
(U.S.  last  year,  vs.  1.1  billion  in  1979. 
The  number  of  big  screens  has  been 
growing  far  faster.  There  are  20,200 
movie  screens  in  the  U.S.,  compared 
with  18,884  in  1983  and  16,901  in 
1979 — and  the  number  of  big  screens 
is  expected  to  climb  further. 

Much  of  the  growth  in  screens  is  a 
result  of  the  development  of  multi- 
plex theaters,  as  the  trade  calls  them, 
where  typically  anywhere  from  four 
to  ten  movies  are  shown  at  a  single 
location.  The  multiplex  has  sharply 
reduced  the  theater  owner's  costs, 
since  there  is  only  one  ticket  stand, 
one  highly  automated  projection 
booth,  a  single  manager  and  one  very 
busy  candy  counter  to  serve  them  all. 

The  multiplex  has  transformed  an 
exhibitor's  economics  on  the  revenue 
side  as  well  as  the  cost  side,  raising 


his  odds  of  booking  a  hit.  Says  Larry 
Gleason,  president  of  Los  Angeles- 
based  Mann  Theaters,  the  ninth-larg- 
est U.S.  circuit:  "It  used  to  be  if  you 
guessed  wrong — and  we  are  in  a  guess- 
ing business — your  theater  could  be 
out  of  commission  for  six  or  eight 
weeks." 

Reacting  to  the  new  economics,  vir- 
tually every  major  theater  chain  is 
expanding.  General  Cinema,  the  larg- 
est exhibitor  in  North  America,  with 
1,085  screens  in  331  locations,  added 
70  screens  last  year  and  will  add  an- 
other 125  screens  this  year.  The  most 
aggressive  of  all,  however,  is  Kansas 
City,  Mo. -based  AMC  Entertainment, 
whose  800  screens  make  it  the  coun- 
try's third-largest  exhibitor.  AMC 
currently  has  160  theaters  in  26 
states — most  of  them  in  Florida,  Tex- 
as, Arizona  and  southern  California — 
and  will  add  at  least  200  screens  this 
year.  Ron  D.  Leslie,  47,  AMC's  execu- 
tive vice  president  and  head  of  theater 
operations,  says  AMC  will  keep  the 
number  of  its  screens  growing  at  15% 
per  annum. 

Some  exhibitors,  and  producers  as 
well,  fear  that  a  movie  glut  is  develop- 
ing. Film  production  has  been  cycli- 
cal, they  note,  and  a  sudden  downturn 
could  drive  scores  of  exhibitors  under. 
"History  has  a  way  of  repeating  it- 
self," says  Thomas  Sherak,  president 
of  domestic  distribution  and  market- 
ing at  Twentieth  Century-Fox.  "Ex- 
hibitors build  more  theaters,  and  then 
the  production  dries  up.  Then  they 
stop  overbuilding.  It's  a  pendulum 
that  goes  back  and  forth." 

The  many  small  operators  who  re- 
main, despite  the  growth  of  larger 
chains,  are  obviously  the  most  vul- 


nerable. Predicts  Martin  Romm,  vice 
president  and  entertainment  analyst 
at  First  Boston:  "The  mom-and-pop 
concerns  can't  compete  in  booking 
films,  so  they  will  continue  to  shrink 
in  relation  to  the  national  chains." 

There  is  a  related  concern:  the 
graying  of  America.  Historically,  the 
largest  audience  for  movies  is  the  un- 
der-25  age  group.  Last  year  they  were 
27%  of  the  population  but  bought 
54%  of  all  movie  tickets.  For  at  least 
the  next  ten  years  the  pool  of  adoles- 
cents will  be  shrinking  as  the  number 
of  older  adults  increases.  Martin  The- 
aters' Patrick  isn't  worried  about  that. 
He  thinks  the  baby  boomers,  with 
more  leisure  time,  fewer  children  and 
more  disposable  income,  won't  aban- 
don the  theaters  as  their  parents  did. 
Recent  pictures  like  On  Golden  Pond, 
A  Passage  to  India  and  Witness  have 
shown,  he  says,  that  it's  possible  to 
bring  out  an  older  audience  in  large 
numbers.  He  thinks  the  movie  houses 
may  become  even  more  interesting  to 
adolescents  as  well,  starting  on  Sept. 
30,  1986.  That's  when  a  new  federal 
law  goes  into  effect  cutting  off  a  por- 
tion of  federal  highway  funds  to  states 
that  don't  raise  their  legal  drinking 
age  to  21.  "Where  do  you  think  the 
kids'll  go  when  they  can't  go  to  the 
bars;"  asks  Patrick  gleefully. 

To  the  movies,  probably — if  there  is 
anything  worth  seeing.  But  the  ex- 
hibitors have  no  control  over  the  qual- 
ity of  the  output.  "It's  up  to  our  sup- 
pliers to  recognize  the  change  and  be- 
gin making  pictures  for  a  wider 
audience,"  says  AMC's  Leslie. 

If  the  creative  types  blow  it,  a  lot  of 
those  new  screens  the  exhibitors  are 
building  will  end  up  dark.  ■ 
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CASE     STUDIES: 


Linking  UST-  N-  IME  Manufacturing  to  Business  Strategy 


A  FORBES  SPECIAL 

ADVERTISING 

SUPPLEMENT  Prepared  by 

the 
YankeeGroup 


•<* 


Will  just-in-time  manufacturing  be  the  sal- 
vation of  U.S.  manufacturers?  Or  is  it  a 
Trojan  Horse  with  "Made  in  Japan"  stamped 
on  its  side?  The  Yankee  Group  would  an- 
swer "none  of  the  above. "  Just-in-  time 
may  represent  an  important  tool  in  turning 
manufacturing  into  a  competitive  weapon. 


The  Status  of  U.S.  Manufacturing 

U.S.  manufacturers  are  not 
the  only  kids  on  the  block  any 
more.  "Made  in  Japan"  used 
to  mean  low  cost  and  poor 
quality;  now  it  means  low 
cost  and  excellent  quality. 
Despite  the  economic  re- 
covery, American  con- 
sumers are  choosing  prod- 
ucts from  foreign  manufac- 
turers over  American-made 
ones,  often  because  of  qual- 
ity. The  automotive  and  stereo 
markets  in  the  United  States 
are  ready  examples. 

The  ground  in  manufacturing^ 
has  shifted,  yet  few  U.S.  companies 
have  changed  their  ground  rules.  In 
the  past,  labor  accounted  for  much 
more  of  a  product's  cost.  Thus,  most 


Leaseway  Provides  Whirlpool  with  a 
"Warehouse  on  Wheels" 

Problem: 

Reliable,  fast  transportation  is  vital 
to  a  company  involved  in  just-in-time 
manufacturing  so  that  it  can  keep  low- 
inventory  plants  running  smoothly.  As  a 
user  of  several  of  the  techniques  involved 
in  JIT  for  more  than  30  years,  Whirlpool 
Corp.  finds  that  on-time  delivery  is  es 
sential  to  meeting  its  daily  production 
requirements  since  it  operates  with  low 
production  inventory.  It  needed  a  trans- 
portation supplier  that  could  support  fre- 
quent, small  deliveries  of  parts  and 
materials  and  provide  a  service-inten- 
sive relationship. 

Solution: 

A  subsidiary  of  Leaseway 
Transportation  was  selected  more  than 


manufacturing  control  systems  are  de- 
signed to  measure  and  reduce  direct  labor. 
The  Yankee  Group  estimates  that  10  per- 


cent of  the  cost  of  a  typical  manufactured 
product  comprises  direct  labor:  Even  if 
manufacturers  cut  their  direct  labor  cost 
to  zero,  some  would  still  not  be  cost- 
competitive. 

About  95  percent  of  in-process  work 
is  lost  in  idle  time — parts  moving  from  one 
operation  to  another  or  waiting  for  the  next 
machining  operation.  (One  manufac- 
turer studying  a  particular  component 
discovered  that  for  90  percent  of 
the  time  the  part  was  on  the  shop; 
floor,  it  was  in  a  box.)  Value  is 
typically  added  to  a  part  only  2; 
percent  of  the  time  it  is  in  a 
manufacturing  operation. 
Clearly,  the  flow  of  the  man 
ufacturing  process  needs 
improvement. 

How  to  Make  Manufactur- 
ing a  Competitive  Weapon 
Just-in-time  (JIT)  mam 
ufacturing  and  computer- 
integrated  manufacturing  (CIM)' 
can  help  make  manufacturing  j 
more  competitive.  JIT  and 
CIM  complement  each  other. 
JIT  is  not  simply  inventory 


Leaseway  Transportation  moves  raw  materials,  goods- 
in-process,  and  finished  products  lor  Whirlpool  Cor- 
poration's just-in-time  manufacturing  system. 

30  years  ago  by  Whirlpool  Corp.  to 
support  its  JIT  endeavor  because  of  the 
efficiencies  to  be  achieved  with  truck 
transportation.  For  example,  Whirlpool 
is  often  able  to  avoid  carrying  on-the- 
floor  inventory  since  Leaseway  trucks 
can  unload  components  directly 
through  a  plant  door  where  they  are  fed 
onto  the  assembly  line  as  needed. 


In  effect,  Leaseway's  dedicated 
fleet  has  provided  Whirlpool  witha'ware- 
house  on  wheels."  On  a  daily  basis, 
Whirlpool  informs  Leaseway  of  the  parts 
and  subassemblies  it  needs, as  well  as 
the  location  and  time  needed. Leaseway 
picks  up  the  subassemblies  from  various 
plant  locations,  consolidates  the  orders, 
and  delivers  them  on  time  to  a  centrally 
located  assembly  plant  as  needed. 

Resolution: 

Using  JIT  systems  and  the  support 
of  Leaseway,  Whirlpool  has  achieved 
lower  capital  investment  and  a  leaner, 
more  profitable  operation.  There  has 
never  been  a  transportation-related  pro- 
duction stoppage  in  the  long  history  of 
the  Leaseway/Whirlpool  relationship. 


Sotheysaid, 
"Wed  like  one  company 

to  help  us 
automate  and  integrate  our 

nianufecturing  plants, 
tie  in  building  management 
and  communications :    ' 

and  link  them  a 
to  one  computer  network 

so  that  managers  can 

access  datafrom  anywhere 

when  they  need  it, 

when  it's  current,  and 

when  it  can  really  optimize 

productivity" 


And  we  said, 
"When  can  we  start?" 


At  Honeywell,  our 
business  is  making  your  business 
more  productive  by  integrating 
control,  communications  and 
information  systems. 

We're  working  with 
industry  throughout  the  country 
to  automate  both  process  and 
discrete  manufacturing.  Install 
building  management  systems 
that  control  and  document  energy 
usage  and  security.  Develop 
communications  systems  that 
improve  the  flow  of  information. 
And  tie  them  all  together  so  that 
real-time  data  can  be  distributed 
to  those  who  need  it. 

The  result  is  significantly 
improved  productivity:  individual 


systems  and  subsystems 
function  more  efficiently  and 
management  has  the 
information  it  needs  to  make 
better  decisions. 

Since  Honeywell  designs 
and  manufactures  information, 
communications  and  control 
systems,  we're  in  an  excellent 
position  to  make  them  work 
together.  Well  work  with  your 
existing  equipment.  Well  start 
wherever  you  want  to  begin  in 
the  process  of  integration.  And 
you  can  always  trust  Honeywell 
to  service  what  we  develop. 
We'd  like  to  work  with 
you.  Call  800-328-5111, 
ext.  1529. 


Honeywell 

*&9 


Years 


Together,  we  can  find  the  answers. 

Honeywell 


Case  Studies: 
JUST-IN-TIME  Manufacturing 


reduction,  nor  is  it  large  companies 
passing  their  inventory  costs  down  to  their 
smaller  suppliers.  Major  U.S.  companies 
experimenting  with  some  torm  of  JIT  in- 
clude General  Electric,  General  Motors, 
Apple,  Whirlpool,  Hewlett-Packard,  IBM 
and  Black  &  Decker. 

So  what  is  just-in-time?  JIT  includes 
inventory  reduction,  set-up  time  reduction, 
arranging  machines  by  product  not  func- 
tion, containerization,  new  supplier 
relationships,  and  group  technology.  But  it 
is  not  any  one  of  those  things.  In  JIT,  you 
manufacture  only  the  amount  required,  as 
it  is  required;  you  try  always  to  improve  the 
process. 

Challenges  Sacred  Cows 

JIT  gives  a  good  hard  kick  to  some  of 
the  sacred  cows  of  U.S.  manufacturing, 
such  as  multiple  sourcing.  The  cardinal 
rule  for  most  purchasing  agents  has  been, 
"Buy  from  multiple  sources."  If  you  buy 


from  one  supplier,  went  the  accepted 
wisdom,  you  may  have  to  shut  down  the 
production  line  because  of  bad  parts  or  no 
parts.  JIT  also  challenges  the  past  practice 
of  grouping  like  machines:  all  the  drilling 
machines  together,  all  the  lathes  together, 
and  so  on.  However,  under  this  system,  a 
part  lurches  through  the  shop  floor  like  an 
inebriated  turkey,  crisscrossing  its  own 
tracks,  stopping  here  for  three  days  and 
there  for  15  minutes. 

Another  sacred  cow  that  JIT  attacks  is 
the  idea  that  speed  equals  efficiency:  the 
faster  you  do  something,  the  better.  Safety 
stock  and  the  amount  of  work-in-progress 
also  get  reduced  in  a  JIT  factory.  Both  of 
these  have  traditionally  acted  as  buffers  in 
case  of  quality  problems  or  shutdowns. 

Just-in-Time  Pays  Off 

JIT  has  challenged  many  of  the 
underlying  assumptions  in  U.S.  manufac- 
turing because  it  pays  off  in  reduced 
inventory  and  thus  reduced  carrying  costs; 
reduced  set-up  time;  better  work  flow, 
resulting  in  shorter  time  to  manufacture 


better  quality  products;  and  reduced 
space  (some  manufacturers  have  reportec 
space  saving  of  30  percent).  A  tractor 
manufacturer  reduced  setup  time  on  one 
machine  from  11  to  less  than  four  hours. 

Issues  and  Implementation 

What  do  you  need  to  implement  JIT 
manufacturing?  Long-term  management 
commitment  and  employee  involvement. 
The  scope  of  JIT  is  large;  it  needs  to  be 
company-wide  and  understood  not  as  a 
program  which  will  be  abandoned  in  one 
two  years,  but  as  a  change  in  philosophy. 
Implementation  can  be  divided  into  two 
major  parts:  ensuring  quality  and  quantity 
of  production.  Many  companies  adopt 
statistical  quality  control,  or  total  quality 
control  at  the  same  time  or  before  begin- 
ning to  implement  JIT  Most  companies 
start  with  a  pilot  project. 

JIT  is  predicated  on  the  idea  of  work* 
involvement.  At  the  General  Electric  dish- 
washer plant,  workers  can  stop  the  line 
whenever  they  believe  it  is  producing  bad 
parts. 


Caterpillar  Takes  JIT  Worldwide  with 
GE  Information  Services  Network 

Problem: 

Manufacturers  and  suppliers  sup- 
porting the  just-in-time  concept  need  to 
establish  production  schedules  and 
meet  production  requirements  within  a 
time  period  that  is  today  not  often 
practical  with  paper  documents.  This 
issue  has  become  more  important  to 
companies  like  Caterpillar  Tractor  Co.  of 
Peoria,  IL,  —the  world's  largest  man- 
ufacturer of  earthmoving,  construction 
and  materials  handling  equipment,  and 
a  major  manufacturer  of  diesel,  natural 
gas  and  turbine  engines — which  are 
becoming  increasingly  involved  with  the 
implementation  of  the  JIT  concept  as  a 
means  to  improve  productivity. 

Caterpillar  wanted  to  continue  to 
replace  its  paper  communications  (in- 
cluding production  material  releases 
and  advanced  shipping  notices)  be- 
tween its  facilities  and  worldwide 
suppliers  with  a  reliable,  cost-effective 
means  of  electronic  communications. 
Caterpillar's  JIT  program,  known  as 
MAMM  (Materials  and  Manufacturing 
Management),  had  been  solely  operat- 
ing over  its  supplier  communications 
system  called  SPEED  or  "Suppliers  and 
Purchasers  Electronically  Exchanging 
Data."  Caterpillar  needed  to  expand  its 
worldwide  communications  capabilities 
while  maintaining  a  secure  and  econom- 
ical network. 


Solution: 

Caterpillar  selected  GE  Information 
Services  Company  (GEISCO),  a  third- 
party  solution,  as  the  most  cost-effec- 
tive way  to  develop  a  secure,  timely  and 
technically  sophisticated  worldwide  in- 
formation system.  Caterpillar  was  able 
to  combine  easily  its  internal  communi- 
cations systems  with  GEISCO's  network 
services.  Caterpillar  estimates  that  it 
would  have  taken  its  own  people  at  least 
six  months  to  a  year  to  investigate  how 
it  could  develop  such  a  system  in- 
house.  The  third-party  strategy  also 
allows  Caterpillar  to  forgo  the  large 
capital  expenditures  necessary  for 
equipment  to  handle  the  major  com- 
munications network  in  its  own 
computer  center. 

GE  Information  Services'  world- 
wide communications  network  has  the 
capability  to  support  Caterpillar's  sup- 
pliers with  24-hour,  365  days-a-year 
local  telephone  access  in  600  U.S.  cit- 
ies. GEISCO's  network  reaches  public 
data  networks  in  almost  60  countries 
with  gateway  access  to  support  Cater- 
pillar suppliers  located  worldwide. 
These  suppliers  can  retrieve  informa- 
tion from,  as  well  as  send  information 
to,  Caterpillar's  central  computer  center, 
in  Peoria, IL,  using  dial-up  access  to  the 
GE  Information  Services  network.  Cat- 
erpillar's plants  can  also  dial-up 
GEISCO's  network  to  communicate  with 


the  company's  central  computer  center. 

Dial-up  access  to  Caterpillar's 
computer  facility  via  GEISCO's  network 
provides  Caterpillar's  suppliers  and 
plants  with  necessary  information 
without  exposing  Caterpillar  to  un- 
necessary risk.  Also,  GEISCO's  network 
handles  any  technical  problems  associ- 
ated with  differences  in  equipment 
between  Caterpillar's  computer  center 
and  its  suppliers. 

Resolution: 

In  April,  Caterpillar  will  begin  com- 
municating releases  for  production 
material  and  advanced  shipping  notices 
between  14  Caterpillar  facilities  and  sup- 
pliers across  the  country  using  a 
combination  of  internal  facilities  and  the 
GE  Information  Services  network.  By 
yearend  1985,  it  is  anticipated  that  350 
suppliers  will  be  included  in  Caterpillar's 
worldwide  communications  network. 

Caterpillar  has  used  electronic 
communications  to  reduce  lead  times 
and  processing  costs  associated  with 
conventional  paper-based  business 
transactions.  This  strategy  is  critical  to 
the  success  of  just-in-time.  GE  Informa- 
tion Services  Company  network 
facilities  will  enable  Caterpillar  to  eco- 
nomically keep  pace  with  its  increasing 
communications  requirements  associ- 
ated with  its  growing  commitment  to 
JIT. 
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JAY  AIR  AND  2ND  DAY  AIR: 

wo  dependable  airservicesJhat  help  American  business 
meet  the  challenge  of  time  and  money. 

When  time  and  money  are  critical,       ^  i 

5  Next  Day  Air  offers  morning  delivery 
^e  you  need  it  plus  savings  of  up  to 
'o  compared  to  other  overnight  air 
very  companies.  '  •'  1 

For  shipments  that  don't  have  overnight 
?ncy  UPS  2nd  Day  Air  is  the  only  air 
'ice  that  delivers  door-to-door  to  every 
ress  coast  to  coast  in  two  business  ^ 

5.  You  save  up  to  70%  compared  to 
>r  overnight  air  delivery  companies  and 
package  remains  in  the  trusted  hands 
PS  all  the  way. 

3oth  services  are  backed  by  the  77-year 
'  history  of  unmatched  dependability. 
rhat  's  why  for  speed,  economy  and 
:e  of  mind  when  you  ship  by  air,  UPS 
ns  getting  it  there. 

<S  Parcel  Service  ol  America  Inc  .  1984 
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Case  Studies: 
JUST-IN-TIME  Manufacturing 


Reporting  systems  may  have  to 
change.  If  a  plant  is  not  charged  with  the 
cost  ot  inventory,  its  manager  has  little 
incentive  to  cut  inventory.  One  computer 
company  is  now  measuring  its  managers 
on  before-tax  return  on  assets.  Hewlett- 
Packard  at  Fort  Collins  no  longer  measures 
direct  labor  as  a  separate  cost. 

Just-in-Time  and 
Supplier  Relationships 

How  do  small  companies  get  their 
suppliers  to  meet  their  JIT  needs?  By 
showing  them  the  advantages  ot  JIT.  For 
instance,  Allis  Chalmers  and  Harley-  David- 
son educate  their  suppliers  about  JIT, 
demonstrate  the  kind  of  cost-savings  that 
have  been  achieved  internally  and  even 
offer  technical  help  to  some  of  their  most 
crucial  suppliers. 

Many  companies  share  build  sched- 
ules with  suppliers  so  that  the  suppliers 
can  plan  ahead.  Harley-Davidson,  for  in- 


stance, freezes  its  schedule  for  30  days, 
forecasts  the  next  month  with  a  variance  of 
10  percent  and  forecasts  the  third  month 
with  a  variance  of  20  percent.  Suppliers 
can  then  plan  their  own  schedules  to  insure 
that  they  meet  shipment  deadlines. 

Companies  are  rating  their  suppliers 
on  quality,  responsiveness  and  delivery. 
Suppliers  are  then  chosen  on  the  basis  of 
those  ratings.  Usually  the  number  of  sup- 
pliers shrink.  IBM's  Lexington,  Ky., 
typewriter  plant,  for  instance,  plans  to  go 
from  687  suppliers  to  32  suppliers. 

The  change  in  supplier  relationship 
will  also  affect  warehousing  and  delivery 
systems.  The  U.S.  version  of  JIT  will 
create  opportunities  for  smart  transporta- 
tion companies  that  will  bundle  various 
companies'  stock  requirements  and  deliver 
less  than  truckload  quantities  to  a  number 
of  customers  at  scheduled  times.  They  will 
be  able  to  charge  a  premium  for  this 
service,  just  as  Emery,  Federal  Express, 
and  others  charge  for  next-day  service. 
Express  services  will  also  see  more  use  by 
industrial  companies  as  JIT  becomes  more 
widespread. 


Just-in-Time  and  Computer-Integrated 
Manufacturing 

Where  does  computer-integrated 
manufacturing  (CIM)  fit  in?  The  challenge 
facing  manufacturing  management  today 
is  to  integrate  all  of  those  technologies 
included  in  CIM,  so  that  the  typical  man- 
ufacturing process  becomes  a  continuous 
operation  very  similar  to  the  JIT  ideal  of 
continuous  flow.  Most  of  the  potential  gains 
from  these  various  technologies  will  not  be 
realized  unless  manufacturing  automation 
purchases  are  planned  as  part  of  a 
strategy  and  connected  to  business  goals. 

The  Yankee  Group  sees  JIT  as  provid- 
ing the  necessary  discipline  for  successful 
investment  in  computer-integrated  man- 
ufacturing. After  examining  the  shop  floor 
and  the  manufacturing  process  through 
some  of  the  techniques  included  in  JIT,  a 
manufacturer  is  much  better  able  to  make 
decisions  about  investment  in  technology. 
One  division  of  General  Electric  reduced  its 
orders  for  material-handling  equipment  by 
one-third  after  implementing  JIT. 

JIT  does  not  require  a  large  capital 
investment.  The  initial  savings  from  JIT 


Emery  Beats  the  Stork  in  Timely 
Delivery  of  Coleco's  Kids 


Problem: 

Coleco,  a  diversified  manufacturer  of 
toy  and  game  products  headquartered 
in  Hartford,  CT,  has  made  headlines 
with  the  success  of  its  Cabbage  Patch 
Kids.  It  was  only  two  years  ago  that 
Coleco  showed  off  its  Kids  at  the  New 
York  Toy  Fair,  where  positive  feedback 
sparked  Coleco  to  plan  for  early  ship- 
ments to  four  major  U.S.  cities  (New 
York,  Boston,  Atlanta  and  Detroit).  To 
meet  its  delivery  deadline,  Coleco  had 
to  arrange  for  the  timely,  secure 
transportation  of  hundreds  of  thou- 
sands of  Kids  from  the  Orient  to  its 
centralized  assembly  plant  in  Amster- 
dam, NY.  Given  the  success  of  the 
early  program,  Coleco  also  required  on- 
going, prompt,  reliable  service  and 
overnight  delivery  of  the  Kids  to  mass 
merchandisers  and  retail  stores  nation- 
wide to  meet  the  Christmas  demand. 

As  a  practitioner  of  just-in-time  man- 
ufacturing, Coleco  sources  materials  from 
several  suppliers:  the  Kids  are  manufac- 
tured in  the  Orient;  diapers  and  clothes  are 
sourced  from  the  Orient  and  North  Car- 
olina; and  adoption  papers  are  prepared  by 
various  vendors  in  the  U.S.  Coleco  re- 
quires consistently  reliable,  timely  delivery 
of  these  materials  to  its  assembly  plant  in 
Amsterdam,  NY,  and  Tustin,  CA.  Materials 


Emery  delivered  hundreds  of  thousands  of  Cabbage 
Patch  Kids  via  a  727  from  Seattle  ,  WA  to  its  Amster- 
dam, NY,  plant. 

that  lay  unassembled  because  of  late  ship- 
ments are  costly  to  Coleco. 

Solution: 

Coleco  was  attracted  to  Emery  be- 
cause of  its  worldwide  coverage, 
ability  to  support  early  next-day  ser- 
vice, and  responsive  customer  service. 
With  Emery's  help,  Coleco  delivered 
samples  of  the  Kids  to  its  nationwide 
salesforce  and  retailers  in  time  to  carry- 
out  its  early  shipment  program.  Emery 
delivered  hundreds  of  thousands  of  Kids 
via  a  727  from  Seattle,  WA,  to  Coleco's 
Amsterdam,  NY,  plant.  These  dolls  were 
met  by  diapers,  clothes  and  adoption 
papers  that  Emery  delivered  from  multi- 
ple suppliers.  The  timeliness  of  Emery's 
deliveries  enabled  Coleco  to  package 
the  dolls  in  2  to  3  days.  Emery's  truck 
and  air  services  safely  distributed  the 


dolls  to  the  first  markets  with  days  to 
spare  before  the  official  launch. 

Coleco  relied  on  Emery  to  support  its 
increased  production  and  distribution 
schedules  in  preparation  for  the  Christ- 
mas season.  Emery  assigned  Peter 
Ricciardone,  Sales  Manager,  and  Bill 
Rummel,  Service  Manager,  to  handle  all 
Coleco's  special  delivery  needs.  Emery 
set  up  a  custom  Air  Procurement  Ser- 
vice especially  for  Coleco.  This  involved 
Emery's  worldwide  delivery  capabilities, 
i.e.,  international  shipments  of  Kids 
from  the  Orient  and  domestic  ship- 
ments available  on  "same  day"  or 
"overnight"  basis.  Emery's  same-day 
service  allowed  Coleco  to  refill  its  stock 
of  adoption  papers  the  day  a  shortage 
was  identified.  As  a  volume-user  of 
Emery  delivery  services,  Coleco  is  also 
entitled  to  volume  discounts. 

Resolution: 

Coleco  has  exercised  the  principles  of 
just-in-time  manufacturing  to  reduce 
production  time  and  maintain  a  quality 
product.  Given  the  tremendous  con- 
sumer demand  for  the  Kids,  Coleco  has 
been  keenly  aware  of  the  critical  role 
that  worldwide  transportation  service 
plays  in  the  success  of  its  Cabbage 
Patch  Kids.  With  Emery's  support, 
Coleco  has  "delivered"  more  than  20 
million  Kids  to  the  market. 
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pays  for 


When  you're  in  the  business  of  assem- 
bling parts,  you're  in  the  business  of 
holding  costs  down  while  keeping 
quality  up.  Which  is  a  tricky  busi- 
p  m     £%     ^J^^^K^<>     ness   these    days.    Manufacturers 

B  ^f  £%  ^\  B  ^f  /^^cjB )  |a  nave  found  the  answer  to  the 
I  I  ^^M^B  W  \P^$\ifjLlJrPro^em'  iodine  in-line  assembly 
m  V^^^^kX^L^L  \^_JJrttIachines.  ■  Bodine  modular  machines  have 
roduced  millions  of  small  assemblies  such  as  those  shown  here,  products  made 
i  high  volume  to  rigid  specifications  and  yet  at  considerable  savings. 
Vith  today's  skyrocketing  labor  costs,  both  direct  and  indirect, 
managers  hardly  have  to  be  persuaded  o{  the  wage-saving 
dvantages  of  automated  assembly  systems.  But  they  also 
must  look  hard  at  the  possibility  of  long  delays  in 
changing  over  to  new  equipment,  and  they  must  worry  about  sacri- 
ficing quality  control  in  their  products.  ■  Conversion  even  from  a 
completely  manual  operation  can  be  made  swiftly  and  with  a 
minimum  of  de-bugging  time.  ^^v  "  ^s  ^or  °iuanty 
control,. the  simplicity  of  the  /(i^  ^z%^  Bodine  drive  sys- 
sm  eliminates  much  of  the  need  for  moni-  ^^r-z^^  toring  and  adjust- 
ment. Most  of  the  motions  of  the  system  are  ^gg^y  timed  and  driven 
»y  the  main  drive  shaft,  and  these  include  self-inspection  features  that  keep 
pnstant  tabs  on  output.  ■  All  of  this  adds  up  to  higher  production  rates,  fewer 
sturns,  and  the  elimination  of  costly  major  retooling  for  product  changes.  Which 
[leans  savings  added  to  savings.  A  Bodine  assembly  machine  pays  for  itself, 
nd  then  it  starts  to  pay  for  itself 
1  over  again.  ■  Write  or  phone 
[rank  J.  Riley,Vice  President, 
he  Bodine  Corporation, 
17  Mountain  Grove  Street, 
ridgeport,  Conn.  06605, 
K03)  334-3107. 


Mm 
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For  the  most  part,  the  old 
rule  about  not  putting  all  your 
eggs  in  one  basket  makes 
pretty  good  sense. 

In  the  case  of  air  shipping, 
however,  Emery  may  be  the 
sensible  exception. 

Emery  can  handle  any 
air-shipping  need  you  have, 
from  urgent  overnight  corre- 
spondence to  unlimited 
heavy  air  freight,  and  every- 


thing in  between.  It's 
the  one  company  in 
the  world  that  han- 
dles any  size,  any 
weight  and  any 
value,  anywhere 
in  the  world,  door 
to  door. 

Emery  can  help 
you  deliver  a  consis- 
tently reliable  level  of 
on-time  performance 


d  make  your  operations  a  lot  simpler 
md  more  efficient.  You  can  rely  on 
one  phone  call  when  you  have  a 
question  or  need  something 
special. 

Using  Emery  can  also  save 
you  money.  It  can  help  you 
realize  maximum  volume  dis- 
counts: the  more  you  ship 
with  Emery,  the  more 


you  save. 

If  you're  tired  of  calling 
one  air  carrier  for  heavy 
freight,  another  for  urgent 
overnight  correspondence  or 
another  for  overseas  service, 
just  call  Emery  today. 

We'll  help  you  develop  an 
air-shipping  program  you  can 
depend  on  for  years  to  come. 


CALL  EMERY.  IT'S  AS  GOOD  AS  THERE. 


WORLDWIDE 


Case  Studies: 
JUST-IN-TIME  Manufacturing 


come  from  changes  in  procedures  and 
practices.  Additional  savings  can  come 
from  automating  those  procedures  and 
practices.  Most  U.S.  companies  are  only  in 
the  initial  stages  of  JIT  implementation.  As 
they  continue  with  JIT  philosophy,  automa- 
tion will  be  a  logical  step.  Eventually,  all 
companies  which  implement  JIT  will  have 
to  integrate  it  with  their  information 
systems. 

Computer-Integrated  Manufacturing 
Can  Help  Achieve  JIT  Goals 

Computer-aided  design  (CAD) 
systems  can  help  companies  implement 
their  JIT  philosophy.  One  of  the  major 
reasons  companies  are  purchasing  com- 
puter-aided design  systems  and 
engineering  workstations  is  to  shorten  lead 
time.  One  computer  company  has  an 
on-line  library  of  components  so  that  design 
engineers  can  search  by  component  type 
and  use  an  existing  part  instead  of  design- 
ing a  new  one.  Process  design  and 
optimization  is  also  made  easier  by  such 
tools  as  simulation. 

Flexible  production  equipment  will 
help  companies  bring  their  products  to 
market  more  quickly  and  produce  what  the 
customer  wants.  The  Yankee  Group  sees 
the  percentage  of  numerically-controlled 
machine  tools  going  from  less  than  5 

Bodine  &  Master  Lock  Are  a  Winning 

Combination 

Problem: 

Master  Lock  Co.,  in  Milwaukee, 
Wis.,  is  America's  largest  producer  of 
combination  padlocks  used  in  schools, 
gymnasiums  and  health  clubs.  Master 
Lock  sells  millions  of  padlocks  each  year. 
Each  padlock  is  different  in  that  it  re- 
quires a  unique  combination  to  be 
opened.  The  specific  combination  codes 
are  achieved  by  changing  the  tumblers 
or  cams  within  the  padlock.  Historically, 
padlocks  of  this  type  have  been  made  in 
relatively  small  batch  quantities  and 
placed  in  inventory  where  batch  ship- 
ments are  randomly  selected  from  stock- 
room supplies. 

This  inventory  problem  is  further 
compounded  in  institutional  environ- 
ments because  of  the  serialization 
requirements  which  enable  admin- 
istrators to  open  individual  locks  on 
containers  and  lockers,  especially  in  an 
emergency.  Therefore,  each  padlock 
must  have  a  label  to  identify  the  individ- 
ual combination  code,  as  well  as 
information  on  how  the  serial  number 
imprinted  on  the  padlock  correlates  with 
its  unique  combination  code.  The  work- 


UPS  Is  the  "Supermarket"  of 
Package  Delivery 

Problem: 

Today,  many  shippers,  including  JIT 
practitioners,  are  often  consumed  by 
the  "send-it-by-air"  mentality,  which 
may  blind  them  to  more  cost-effective 
means  of  transportation.  Some  com- 
panies, such  as  automotive-parts 
manufacturers,  which  require  frequent 
and  fast  delivery,  often  pay  for  a  level  of 
service  they  don't  really  need. 

Solution: 

UPS  has  begun  an  aggressive 
campaign  to  educate  shippers  and 
consignees,  including  supporters  of  JIT 
manufacturing,  of  the  delivery  options 
available,  i.e.,  UPS  next-day  air,  UPS 
two-day  air,  and  UPS  next-day  ground 
transportation  services.  A  five-pound 
package  going  anywhere  in  the  United 
States  costs  $6.50  for  UPS  two-day  air 
service,  while  next-day  air  costs 
$15.50.  UPS  moves  8  million  packages 
daily;  nearly  3  million  only  require  one- 
day  service  via  ground  transportation. 
Planning  could  mean  extensive  savings 
for  a  shipper  who  can  opt  for  a  mix  of 
air  and  ground  transportation. 

UPS  automatic  daily  pick-up  provides 
the  shipper  with  the  flexibility  to  change 
its  shipment  schedule  without  the 
hassle  of  phoning  the  transportation 
company  with  pick-up  times  and  deliv- 
ery destinations.  UPS  has  700,000 


in-process,  finished- parts  inventory 
and  production  control  requirements 
are  staggering. 

Master  Lock  believed  that  direct 
manufacture  of  the  padlocks  from  order 
entry  information  would  significantly  re- 
duce the  direct  labor  required  for 
padlock  assembly,  as  well  as  the  major 
in-process  and  finished- parts  inventory 
common  to  the  padlock  industry. 

Solution: 

In  response  to  this  situation, 
Bodine  Corp.,  working  with  Master 
Lock  engineers,  developed  a  highly  au- 
tomated padlock  assembly  system.  The 
system  produces  padlocks  at  high 
speed  to  specific  order-entry  require- 
ments, functionally  tests  each  padlock, 
engraves  the  appropriate  serial  number 
with  a  laser  and  prints  the  necessary 
label  with  the  customer's  purchase 
order  number,  padlock  combination 
code  and  serial  number. 

This  system  uses  Bodine's  stan- 
dard Model  64  modular  assembly 


UPS  ground  transportation  services  can  be  a  cost- 
effective  tool  for  manufacturers  with  regional 
suppliers  or  regional  warehouses. 

businesses  that  receive  an  automatic 
daily  pick-up.  UPS  ground  transporta- 
tion services  can  be  an  effective  tool  for 
companies  with  regional  suppliers  or 
regional  warehouses.  UPS  can  provide 
one-day  ground  service  for  distances 
up  to  400  miles,  an  additional  day  is 
usually  required  for  every  600  miles. 
The  average  price  for  a  five-pound  pack- 
age via  UPS  ground  service  is  less  than 
$2.00— a  fraction  of  the  cost  of  air  express. 

Resolution: 

UPS  has  identified  potential  savings 
of  up  to  $950,000  for  individual  com- 
panies. UPS  delivery  services  have 
allowed  companies  to  forgo  large  capital 
expenditures  for  dedicated  transporta- 
tion fleets,  while  providing  the 
responsive  service  a  just-in-time 
manufacturer  requires. 


system.  The  machine  is  controlled  by  a 
ten-megabite  intermediate  computer 
which  receives,  stores  and  sorts  order 
entry  for  the  day's  production  require- 
ments. The  system  uses  a  program- 
mable industrial  controller,  which  pro- 
duces tumblers  or  cams  to  specific 
order  entry,  functionally  tests 
each  lock,  and  controls  both  the  pro- 
grammable laser  for  serialization  and 
the  high  speed  Hewlett  Packard  ink  jet 
printer  used  to  produce  the  label  and 
data  necessary  for  each  padlock. 

Resolution: 

Master  Lock  Co.  has  found  that 
Bodine's  Model  64  system  has  allowed 
it  to  achieve  dramatic  reductions  in  part 
piece  requirements,  work-in-process 
and  finished -parts  storage  and  costly 
overruns  as  well  as  responding  imme- 
diately to  changing  incoming  order 
patterns.  Master  Lock  has  found  just- 
in-time  manufacturing  to  be  a  very 
rewarding  concept  with  the  assistance 
of  Bodine. 


J 


lb  evaluate  a  transportation 
company,  don't  look  at  their  semis. 


Look  at  their  semiconductors. 


an  age  of  information  overload  and  computer 
/olution,  efficiency  and  effectiveness  in  transpor- 
ion  both  require  one  tool.  Technology.  High 
:hnology  far  beyond  twenty-ton  trucks  and  two- 
in  sleeper  teams. 

Leaseway  Transportation  companies  have  quietly 
meered  the  technological  revolution  in  transpor- 
on.  For  your  company,  that  could  mean  revolutionary 
portunities  to  cut  costs.  Or  to  improve  productivity. 

Only  Leaseway  can  bring  your  company  the 
nefits  of  strategic  tools  like  computer-modeled 
>de  mix  analysis.  Fleet  analysis.  Facility  location 
de-offs. 

We  also  offer  your  company  effective  new 
inagement  tools  like  computer  lane  balancing, 
jctronic  routing  and  scheduling.  Traffic 
nagement  analysis. 

Our  technological  advantage  over  other  trans- 
lation companies  enables  us  to  custom-tailor 
:kages  of  services  more  productively.  So  that  your 


company  can  maximize  both  service  and  savings. 
And  get  unmatched  management  and  cost  control. 

Change  in  the  transportation  industry  is 
accelerating  fast.  Innovation  is  putting  Leaseway  in 
the  forefront.  If  you  anticipate  change  in  your 
industry  and  want  to  exploit  it,  contact  Leaseway 
Transportation  Corp.  3700  Park  East  Drive, 
Cleveland,  Ohio  44122. 

Leaseway  Transportation.  A  1.3-billion-dollar 
family  of  companies  with  services  in  truck  and  car 
leasing,  maintenance,  personnel  leasing,  contract 
carriage,  common  carriage,  distribution  center 
services,  bulk  transport  and  logistics  consulting. 

Put  Leaseway's  innovation  to  work  for  you. 

Mfa  Leaseway 

Mf    Transportation, 


85  Leaseway  Transportation  Corp. 


Keeping  busines 
A  Higher  Forn 


noving  requires 

tf  Intelligence. 


Your  company  may  be  spending 
nearly  as  much  time  and  money  on 
distribution  and  logistics  as  it  does 
on  manufacturing. 

And  by  any  theory  of  relativity, 
that's  relatively  a  lot. 

Having  pointed  out  the  problem, 
you  may  well  wonder  if  we've  got  our 
ringer  on  the  solution. 

Funny  you  should  ask. 

The  solution  lies  in  what  we  at 
General  Electric  Information  Services 
call  A  Higher  Form  Of  Intelligence. 
It's  the  world's  largest  (brace  yourself) 
state-of-the-art  International  Applied 
Telecommunications  System  and 
Electronic  Data  Interchange.  (Whew!) 

In  words  of  relatively  few  syllables 
that  means  we  can  make  your 
computers,  worldwide,  communicate 
with  each  other  and  with  those  of  your 
suppliers,  distributors,  shippers,  etc. 

And  with  our  unique  Business 
Logistics  Systems  we  can  integrate 
and  coordinate  all  the  information  you 
need  about  anything  that  moves, 
should  move  or  has  moved.  Anywhere 
in  the  world. 

We  tie  together  buyers  and  sellers, 
shippers  and  carriers,  both  nationally 
and  internationally  (in  over  750  cities) 
and  give  them  a  common  language. 

So  you've  got  the  uncanny  capability 


to  electronically  exchange  orders  and 
invoices  with  your  customers.  And  do 
so  virtually  instantaneously.  You  can 
also  transmit  releases  to  your  suppli- 
ers, match  transportation  equipment 
with  demand  and  deal  with  the  vast 
plethora  of  documentation  required  to 
do  business  internationally. 

Just  imagine  what  that  capability 
can  do  for  "Just -In-Time"  inventory 
control.  It  could  take  it  from  theory  all 
the  way  to  reality. 

What  A  Higher  Form  Of  Intelligence 
comes  down  to  is  keeping  business 
moving  with  a  lot  more  efficiency  and 
a  lot  less  paper. 

But  don't  take  our  word  for  it.  We'll 
be  happy  to  show  you  what  we've  done 
for  the  manufacturing,  transportation, 
construction,  distribution  and  medical 
industries.  Both  home  and  abroad. 

Call  us  at  1-800-638-9636  ext.  1115. 
And  let's  talk  about  how  A  Higher 
Form  Of  Intelligence  can  move  your 
business  ahead. 


INFORMATION 
SERVICES 


General  Electric  Information  Services  Company,  US. A. 


Case  Studies: 
JUST-IN-TIME  Manufacturing 


percent  of  the  installed  machine  tools  in  the 
United  States  to  almost  20  percent  by 
yearend  1990.  Manufacturers  will  progress 
from  numerical  control  to  computer  nu- 
merical control  to  flexible  manufacturing 
cells  (FMCs).  Flexible  manufacturing 
systems  will  not  be  as  widespread  as  FMCs 
because  they  are  so  expensive  and  in  fact 
may  not  be  quite  as  flexible  as  a  group  of 
manufacturing  cells.  The  use  of  robotics 
will  continue  to  grow  in  just-in-time  facili- 
ties. Ford  plans  to  install  7,000  robots  by 
yearend  1990;  General  Motors  plans  to 
almost  triple  that  amount. 

As  for  material-handling,  the  changes 
in  plant  layout  suggested  by  JIT  often 
reduce  the  need  for  extensive  material- 
handling  equipment.  Huge  overhead  con- 
veyors have  acted  as  inventory  catchers. 
Large  forklifts  and  automatic  retrieval 
and  storage  systems  may  not  be  able  to 
respond  quickly  enough  to  the  smaller  lot 


sizes  involved  in  JIT.  However,  other  ma- 
terial-handling systems,  e.g.,  automatic 
guided  vehicle  systems,  may  be 
appropriate. 

Information  management  remains  the 
key  to  computer-integrated  manufacturing 
and  an  automated  version  of  JIT  manufac- 
turing. JIT  and  manufacturing  planning 
and  control  software  such  as  MRP  are  not 
in  opposition,  but  complementary  MRP 
can  assist  in  the  planning  and  scheduling  in 
the  beginning  of  the  manufacturing  pro- 
cess, although  generally  the  shop  floor 
control  portion  of  MRP  does  not  respond 
quickly  enough  to  the  smaller  lot  size  of  JIT. 

A  number  of  companies  track  compo- 
nents through  barcoding.  The  Apple 
Computer  Co.  Macintosh  factory  keeps 
track  of  why  a  particular  Macintosh  didn't 
pass  inspection  by  having  the  inspector 
wand  in  the  defect  that  caused  the  Mac  to 
fail  inspection.  In  conjunction  with  JIT,  data 
communications  systems  can  update  infor- 
mation continually  on  the  manufacturing 
process  and  communicate  with  suppliers. 


Service  bureaus  provide  users  the 
opportunity  to  take  advantage  of  much  of 
this  technology  at  a  lesser  expense.  Small- 
er suppliers  may  want  to  use  the  same  CAD 
system  as  their  customer  but  may  be 
unable  to  afford  the  cost. 

Where  Is  Just-in-Time  Today? 

Almost  all  of  the  manufacturers  in  the 
Forbes  500  are  looking  at  JIT.  Most, 
however,  have  only  implemented  JIT  in  a 
few  plants  or  as  a  pilot.  The  Yankee  Group 
believes  JIT  will  become  more  widespread 
in  the  next  few  years.  Linked  with  corpo- 
rate goals,  JIT  can  help  turn  your 
manufacturing  process  into  a  competitive 
weapon,  especially  when  combined  with 
computer-integrated  manufacturing. 

"Case  Studies:  Linking  Just-in-Time  Manufacturing 
to  Business  Strategy"  was  prepared  for  FORBES 
Magazine  by  the  Manufacturing  Automation 
Planning  Service  of  the  Yankee  Group,  a  Boston- 
based  research  and  consulting  firm. 

Designed  by  Hoashi  Studio,  Inc. 
Cover  Illustration  by  Judy  Pensky  Alter 


HMS 

Improves  Current's 

Information  Flow 


Problem: 

Just-in-time  practitioners  like 
Current  Inc.  of  Colorado  Springs,  CO, 
need  to  control  and  monitor  closely 
their  manufacturing  operations  to  mini- 
mize inventory  and  labor  costs  and  yet 
meet  scheduled  production  and  delivery 
dates.  Current,  one  of  the  largest  direct- 
mail  marketers  of  greeting  cards  and 
fine  stationery  products,  has  a  tremen- 
dous amount  of  information  that  must 
be  processed  between  the  time  an  order 
is  received  and  the  goods  are  shipped  to 
a  customer.  To  satisfy  its  customers, 
Current  requires  a  five-day  turnaround 
of  orders.  At  the  peak  of  the  season,  it 
ships  over  200,000  different  products 
per  day. 

Current  must  keep  up  with  the 
increasing  volume  of  orders  as  well  as 
an  incredible  rate  of  change  in  product 
due  to  seasonal  merchandise  and  new- 
item  introductions.  Current  found  that  it 
needed  to  modernize  its  information 
management  systems  to  streamline 
processes  throughout  its  business  and 
thereby  increase  productivity.  Current 
needed  a  cost-effective  system  to  man- 
age and  coordinate  information  on 
material  purchases,  inventory,  custom- 
er orders,  production  schedules, 
packaging,  shipping  and  delivery 
schedules. 

Solution: 

Current  Inc.  selected  Honeywe 


The  Honeywell  Manufacturing  System  (HMS)  software 
enables  Current  Inc.  to  coordinate  material  purchases 
with  production  demand. 

because  of  its  demonstrated  expertise 
in  computer  systems  and  on-going 
development  of  manufacturing  applica- 
tions. The  Honeywell  Manufacturing 
System  (HMS)  software,  which  oper- 
ates on  a  large-scale  DPS  8  mainframe, 
manages  information  on  all  of  Current's 
daily  operations,  including  inventory 
recording,  manufacturing,  master  pro- 
duction scheduling  and  customer 
inquiries. 

The  Honeywell  system  has 
increased  productivity  throughout  Cur- 
rent's plant— from  the  purchase  of  raw 
materials  to  the  shipment  of  finished 
goods.  HMS  continuously  analyzes  in- 
ventory and  customer  orders  so  that 
management  has  up-to-the-minute  in- 
formation for  decisions  on  purchasing, 
scheduling  and  product-line 
changes.  Customer  information 
also  is  now  on  line,  so  that  telephone 
inquiries  can  be  handled  promptly 
and  accurately. 

HMS  has  streamlined  Current's 
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Current  Inc. ,  with  the  assistance  of  HMS,  can  fill 
customer  orders  in  less  than  five  days. 


packaging  operations  and  reduced  ship- 
ping costs.  First,  the  system  calculates 
the  weight  and  volume  of  each  custom- 
er order,  which  usually  includes  multiple 
products.  HMS  then  identifies  the  ap- 
propriate carton  size,  exact  amount  of 
packing  material  needed  and  the  most 
cost-effective  mail  carrier  for  the  size 
and  destination  of  the  order. 

Resolution: 

Current  Inc.  has  achieved  signifi- 
cant savings  since  implementing  the 
Honeywell  system,  especially  in  the 
areas  of  material  and  labor  costs.  Work- 
ing with  Honeywell,  Current  has 
increased  its  production  capacity  and 
improved  turnaround  time  and  custom- 
er satisfaction.  Current  will  soon  install 
HMS  modules  for  materials  requirement 
planning  and  capacity  requirements 
planning,  which  will  help  it  to  respond 
more  quickly  to  market  changes  and  to 
improve  its  competitive  stance  in  the 
industry. 


Can  Chrysler  keep  it  up?  Listen  to  Chair- 
man Lee  Lacoccas  top  three  lieutenants 
and  you  come  away  a  believer. 

Is  there  life 
after  Iacocca? 


By  Barry  Stavro 


It  takes  nothing  from  Lee  Iacoc- 
ca's  stunning  accomplishments  at 
Chrysler  to  remind  readers  that 
there  is  more  to  the  resurgent  auto- 
maker than  its  popular  chairman. 
Meet,  therefore,  the  three  former  Ford 
executives  who  complete  Chrysler's 
office  of  the  chairman.  There's  Gerald 
Greenwald,  49,  vice  chairman,  the 
prince  of  money;  Harold  Sperlich,  55, 
president,  the  prince  of  product;  and 
Ben  Bidwell,  57,  executive  vice  presi- 


dent, the  prince  of  sales. 

We  asked  Greenwald  how  Chrysler 
would  make  money  now  that  its  tax- 
loss  carryforwards  are  used  up.  After 
all,  there  was  only  a  $50  million  in- 
come tax  provision  on  that  $2.4  bil- 
lion, $18.88-a-share  profit  last  year. 

The  Prince  of  Money  laughed. 
"We're  not  writing  big  checks  for 
taxes.  What  if  we  make  another  $2 
billion?  I'm  going  to  give  you  a  round- 
house guess.  I'll  be  disappointed  if  we 
write  checks  for  10%  of  that." 

Sure,    the    "provisions   for    taxes" 


Chrysler's  three  princes:  Vice  Chairman  Gerald  Greenivald  (front), 
Presidetit  Harold  Sperlich  and  Executive  Vice  President  Ben  Bidwell  (right) 
"The  best  bench  in  the  business." 


Frc-dnch  Cantor 


might  run  25%  to  35%  of  earnings  on 
the  income  statement  sent  to  the 
newspapers,  but  that's  not  what 
Chrysler  will  pay.  "As  long  as  depreci- 
ation doesn't  get  wiped  out,  there's 
the  potential  for  deferring  and  defer- 
ring and  deferring,"  Greenwald  says. 
An  example  is  a  one-year-old  car-leas- 
ing program,  running  4,500  cars  a 
month.  Chrysler  gets  investment  tax 
credits  and  deferrals  on  each  car. 

Scratch  the  worry  about  taxes.  But 
can  Chrysler,  with  its  smaller  sales 
volume,  compete  in  the  long  run  with 
GM  and  Ford?  Greenwald  rolls  out 
some  numbers: 

"We're  taking  our  five-year  rolling 
spending  program  up  another  $1  bil- 
lion from  $9.5  billion.  It  will  go  into 
quality  and  productivity.  Robots. 
Paint  systems.  We're  going  to  be  in  a 
tough,  mean  market,  not  next  month, 
but  two  or  three  years  from  now,  and 
we  have  to  get  ourselves  ready." 

What  about  product?  What  will 
Chrysler  have  to  go  up  against  Ford, 
GM,  the  Japanese?  We  turned  to  the 
Prince  of  Product,  Harold  Sperlich, 
and  asked  how  Chrysler  will  fight. 
"We'll  be  moving  upmarket,"  he  said. 
A  year  from  now  Chrysler  will  have  a 
new  pickup,  bigger  than  GM's  and 
Ford's  compact  pickups.  In  fall  1986 
there  will  be  a  car  in  the  Thunderbird 
market;  the  following  spring  a  luxury 
coupe  made  with  Maserati;  in  fall 
1987  a  new  full-size  car,  and  the  next 
spring  an  upscale  replacement  for  the 
K  body  cars.  There  will  be  stretched, 
more  luxurious  minivans.  The  Impe- 
rial name  will  come  back. 

Small  cars?  Import  them  from  Mit- 
subishi and  take  a  $700  middleman's 
profit  per  vehicle  (before  marketing 
charges)  and  stop  worrying.  A  new 
small  car  locked  in  for  next  spring 
will  get  upgraded  and  up-priced,  and 
its  sales  projection  halved — a  decision 
made  when  quotas  were  lifted.  Why 
not  just  cancel  that  P  car,  as  it  is 
called?  Because  Chrysler  has  already 
spent  $400  million  on  it  and  wants 
something  back. 

But  moving  upmarket  means  run- 
ning against  GM  instead  of  Tokyo. 
Can  Chrysler  take  on  GM?  "We  cur- 
rently in  GM's  lair  do  something  like 
10%.  There's  a  lot  of  room  for  im- 
provement," Sperlich  says,  referring 
to  the  full-size  cars  where  GM  wins 
70%  of  the  market. 

"You  can't  go  into  the  market  GM 
owns  and  duplicate  their  car  and  get 
anywhere.  You  have  to  do  it  with  a 
strategy,  a  differentiation,  if  you  want 
to  convince  their  highly  loyal  owners 
that  you  have  a  better  mousetrap," 
says  Sperlich.  "So  we're  not  going  to 
do  C  bodies  [the  full-size  GM  cars]. 
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When  we  sold  ITT  Continental  Baking 
not  long  ago,  it  was  goodbye  to  Twinkies  cakes. 

And  Wonder'  bread,  and  lots  of  other 
high-quality  products  we  made  for  years. 

Fine  products.  But  they  no  longer  fit  our 
idea  of  what  ITT  should  be. 

In  fact,  in  1984  alone,  we  divested 
$638  million  worth  of  companies 
that  didn't  fit.  And  we're  divesting 
another  $1.7  billion. 
We  know  the  world  is  different  today. 
And  we've  responded  by  shifting  the 
emphasis  of  ITT's  businesses. 

We've  put  our  emphasis — and  our 
investments — more  and  more  on  high  tech- 
nology and  certain  growing  industries 
and  services. 

Businesses  such  as  telecommunications, 
defense  systems,  insurance  and  financial 
services,  hotels,  and  a  select  number  of  auto- 
motive, electronic,  and  fluid  products. 

We  want  to  concentrate  on  what  we  see 
as  our  greatest  opportunities. 

It  may  mean  giving  up  Twinkies: 
But  the  rewards  will  be  very  sweet. 
Want  to  know  more  about  ITT 
Corporation?  Phone  toll  free  1-800-DIAL-ITT 
for  a  continuously  updated  message. 


ITT 


It's  a  different  world  today. 


But  we  will  do  cars  that  we  think  will 
be  very  competitive  in  that  segment. 
We're  talking  about  a  new  car.  We've 
already  stretched  things.  It's  not  a 
nose  job  on  something  that's  laying 
around.  That  car  will  have  a  Mitsubi- 
shi V-6  in  it." 

Sperlich  has  already  beat  the  com- 
petition to  market  with  convertibles, 
with  minivans,  with  the  new  Lancer 
and  LeBaron  GTS  (Chrysler  calls 
them  Yuppiemobiles)  and  the  GLH 
(Goes  Like  Hell)  engines.  Much  of 
that  success  came  from  taking  the  K 
body  cars  and  stretching  and  twisting 
them  into  new  shapes.  "We  milked 
the  sonovabitch  just  like  we  knew 
what  we  were  doing,"  he  laughs. 

What  Harold  Sperlich  designs,  Ben 
Bidwell  must  sell.  Bidwell  has  been 
pushing  sales  hard  with  his  big  Thank 
You  America  campaign — free  auto- 
matic transmissions  and  8.8%  financ- 
ing on  some  models,  plus  $500  rebate 
certificates  for  repeat  buyers.  Is  he 
giving  away  profits  because  he  sees 
collapse?  Forbes  asked. 

"We  were  hot,  and  we  were  rolling. 
Sometimes  the  best  time  to  go  is 
when  the  market  is  strong,  instead  of 
sitting  around  waiting  for  it  to  col- 
lapse," Bidwell  says. 

"If  we  had  an  inventory  problem, 
it's  over,"  he  says,  pointing  to  solid 
gains  in  the  market:  Chrysler's  mod- 
el-year-to-date car-truck  sales  have 
taken  12%  of  the  market,  up  from  a 
10%  slice  the  year  before.  It's  come 
out  of  GM's  share. 

"Right  now  I've  got  to  go  through 
this  [Thank  You  America]  program 
and  then  go  on  methadone  and  find 
out  where  our  share  truly  is,"  he  says. 
"We'll  wind  up  the  model  year  with  a 
net  gain.  We'll  pick  up  one  point  [to 
an  11%  share],  minimum." 

Can  Chrysler  reach  the  heights  of 
three  decades  ago,  20%  of  the  market? 
Alas,  no.  "There  will  be  a  minimum 
of  4.5  million  imported  trademarks 
either  built  here  or  shipped  here  with- 
in a  couple  of  years.  I'm  not  even 
counting  [GM's]  Saturn,  or  Mercedes. 
The  bottom  half  of  the  market  will 
get  crowded.  Damn  crowded,"  Bid- 
well  says.  "We  would  be  suicidal  to 
plan  on  share  growth.  We  will  be  do- 
ing a  good  job  to  hold  share." 

Chrysler  answered  the  lifting  of 
quotas  on  Japanese  cars  by  asking 
Mitsubishi  for  200,000  more  small 
cars  and  canceling  a  new  plant  in  Indi- 
ana. "That's  the  real  world,  and  let's 
get  on  with  it.  I  think  that's  what 
prudent  management  is  paid  to  do,  to 
make  prudent  decisions,  to  fight  the 
good  fight,  but  to  have  enough  brains 
to  understand  that  at  the  bottom  of 
the  ninth,  it's  over,"  says  Bidwell." 
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Prudence  also  means  being  willing 
to  produce  abroad.  There  is  a  Chrysler 
team  now  out  looking  for  joint  ven- 
tures on  major  components  or  even 
new  cars  to  be  built  in  Asia. 

Even  the  Liberty,  Chrysler's  three- 
cylinder  answer  to  GM's  much  publi- 
cized $5  billion  Saturn  project,  is  up 
in  the  air.  Lee  Iacocca  would  like  to 
build  it  in  the  U.S.  The  Prince  of  Mon- 
ey isn't  sure.  "I  don't  care  what  car  it 
is,  until  the  dollar  and  yen  get  better 
in  balance,  nobody  can  build  a  sub- 
compact  in  the  U.S.  and  make  money 
out  of  it,"  says  Greenwald. 

The  inevitable  question:  After  Lee 
Iacocca,  what?  Will  Chrysler  slide 
into  mediocrity  again?  Iacocca,  who  is 
60  now,  will  pick  up  a  bonus  of 
200,000  shares  (now  worth  $7  mil- 
lion) if  he  stays  two  more  years. 

"I   know  what  you're   thinking," 


says  Bidwell.  "Here's  this  drum  major 
high-stepping  down  the  street.  Is 
there  a  band  behind  him,  or  is  the 
band  four  blocks  back  or  even  on  the 
same  block?  I  understand  that.  Would 
everybody  fall  on  their  ass?" 

Jerry  Greenwald  is  regarded  as  the 
top  candidate  for  the  top  job,  but  there 
are  no  guarantees.  Greenwald  handles 
the  question  tactfully:  "One  of  the 
jobs  of  a  CEO  is,  don't  leave  behind  a 
bench  that  can't  play  the  game.  We 
think  the  three  of  us  represent  the 
best  bench  in  the  business." 

Would  they  go  into  a  room  and  fight 
it  out?  Bidwell  fields  that:  "Three  guys 
go  into  a  room  and  there's  some  noise, 
but  three  come  out,  one  guy  maybe  a 
step  ahead.  We  get  along  pretty  well. 
We  have  a  reasonably  good  sense  of  our 
turf.  The  balance  is  pretty  good. "  It  sure 
has  looked  good.  ■ 


Despite  unlikely  and  competitive  products 
like  bumper  strips  and  retreaded  tires  James 
Reid  Jr.  has  turned  Standard  Products  of 
Cleveland  into  a  highprofit  operation. 

Penny-wise 


By  Jay  Mccormick 


James  Reid,  a  surgeon  turned 
auto  parts  maker,  used  to  make 
sales  trips  to  carmakers  in  a 
speedboat.  "He'd  invariably  hit  a 
stone  or  something  in  the  Detroit  Riv- 
er and  sink,"  remembers  his  son, 
James  Reid  Jr.  When  the  company, 
The  Standard  Products  Co.,  had  its 
own  problems  staying  afloat,  Reid  se- 
nior called  in  a  reluctant  Reid  junior, 
a  Harvard  Law  School  graduate,  to 
help  with  the  union  bargaining.  That 
was  1956.  Reid  junior  soon  found 
himself  managing  a  Standard  plant. 
"Next  thing  I  knew,  I  had  the  whole 
company,"  he  says,  and  his  father 
(who  is  now  deceased)  went  back  to 
inventing  (he  invented  the  standard 
gasoline  cap  in  the  1920s). 

Reid  junior  turned  into  a  cost-con- 
trol fanatic,  and  it  worked.  The  Cleve- 
land-based company  has  been  on  a 
streak  since  a  loss  in  1980  that  was 


tied  to  the  sudden  auto  downturn. 
Earnings  grew  from  $5.7  million — or 
97  cents  a  share,  on  $229  million  sales 
in  fiscal  1981— to  $22.2  million,  or 
$3.56,  on  $326  million  in  the  year 
ended  June  30,  1984.  Return  on  equity 
has  averaged  a  respectable  20.1%  for 
the  four  years  after  that  loss. 

This  year  sales  are  expected  to  push 
to  about  $370  million,  and  profits, 
despite  a  two-week  strike  at  one  Stan- 
dard plant  and  some  business  loss 
from  walkouts  at  General  Motors, 
may  be  no  worse  than  flat.  Not  bad  for 
a  company  whose  top-selling  prod- 
ucts are  bumper  strips — rubber  strips, 
sometimes  chrome-colored,  to  deco- 
rate bumpers — and  car  side  moldings. 

Labor  rates  are  a  key  part  of  the 
battle  over  costs.  Reid  figures  Stan- 
dard runs  about  $12  to  $13  an  hour  in 
wages  and  fringe  benefits,  which  he 
puts  at  $6  to  $9  an  hour  less  than  the 
price  paid  by  Detroit's  carmakers.  It's 
not  nonunion  labor,  either. 
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Rate  excellent 
in  every  category? 


Recently  Datapro  Research  Corporation,  an  inde- 
pendent research  organization,  asked  copier 
users  to  rate  their  copiers  in  various  areas  of  per- 
formance and  service.  They  got  replies  from  2,371 
respondents.  One  or  more  Kodak  copier  models, 
or  Kodak  as  a  vendor,  received  top  ratings  in  each 
of  four  key  "Special  Merit  Award"  categories: 
Copier  Reliability,  Copy  Quality  Service,  and  Over- 
all Satisfaction. 

If  results  like  these  surprise  you,  it  can  only  be 
that  you  haven't  seen  the  survey.  Or  you  don't  have 
any  Kodak  copiers.  Call,  or  send  the 
coupon  to  correct  both  problems: 
1 800  44KODAK  (1 800  445-6325)  Ext  324. 


(odakcopiers 
can! 


Eastman  Kodak  Company,  CD5379,  Rochester,  NY  14650 

□  Please  send  me  the  survey  results. 

□  Please  send  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume 


Name. 


Title. 


Company. 
City 


.State. 


.Zip. 


Telephone 


fc;  Eastman  Kodak  Company,  1985 
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Most  of  Reid's  13  U.S.  manufactur- 
ing plants  (with  7  more  in  Canada  and 
2  in  Britain)  are  unionized,  but  he 
says:  "We  play  hardball  in  this  area. 
We  have  strikes  from  time  to  time." 
Last  fall,  when  the  electrical  workers' 
union  struck  his  plant  in  Schenec- 
tady, N.Y.,  Reid  advertised  for  re- 
placement workers.  "Outright  war," 
said  the  union  negotiator.  "I  think  it 
had  a  very  sobering  effect,"  Reid  says. 
The  strike  was  settled  in  two  weeks. 

Reid  also  keeps  his  profits  up  by 
staying  out  of  items  that  need  lots  of 
workers,  such  as  car  door  locks  and 
hood  latches.  He  quit  those  products 
years  ago.  Highly  automated  lines 
spew  out  the  rubber  and  plastic  strips 
that  are  the  core  of  Standard's  car 
trimmings,  and  he  has  captured  60% 
of  his  market.  Reid  estimates  that,  at 
Standard,  wage  costs  run  less  than 
20%  of  its  sales,  compared  with  pay- 
roll expenses  of  25%  to  30%  at  most 
parts  suppliers.  Asia  might  be 
cheaper,  but  Detroit  doesn't  like  such 
long  supply  lines  for  trim. 

Despite  his  tough  tactics,  Reid 
doesn't  ignore  his  employees.  In  the 
factory  behind  Standard's  small  head- 
quarters, Reid  knows  most  of  the  275 
workers  by  name.  When  he  noticed 
that  not  many  of  them  were  eating  at 
the  company's  cafeteria,  he  hired  an- 
other cook.  When  he  wanted  to  turn  a 
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Standard  Products'  James  Reid  Jr. 
Strikebreaking  has  a  sobering 
effect  on  the  unions. 

high-cost  Ohio  car-parts  factory  into  a 
low-cost  producer  of  rubberized  tank 
treads,  Reid  told  the  UAW  members 
there  that  they  had  to  help  redesign 
the  plant  and  make  it  efficient. 

Those  workers  came  up  with  some 
of  the  best  ideas  for  the  changeover, 
he  says,  strengthening  the  company's 
hand  in  battling  the  likes  of  Goodyear 
and  Firestone  for  government  con- 
tracts. "It's  a  cat-and-dog  fight,"  says 
Reid,  but  Standard  has  grabbed  $55 


million  of  the  $150  million  a  year  in 
Pentagon  contracts  for  rubberizing 
tank  treads. 

The  strengths  in  tank  treads,  in 
truck-tire  retreading  (which  produced 
pretax  profits  of  $6.5  million  last  year) 
and  in  auto  parts  haven't  gone  unno- 
ticed. The  stock  moved  from  a  low  of 
3  in  1982  to  about  22  now,  after  ad- 
justing for  two  stock  splits.  Interest  in 
the  stock — but  not  the  strong  price 
rise,  presumably — may  have  been 
helped  by  a  20%  increase  in  available 
shares  through  a  public  offering  from 
Reid  family  trusts  and  the  company. 
(Reid's  14%  holdings  are  worth  about 
$20  million  today.) 

Reid  still  pinches  his  pennies.  The 
headquarters  that  Standard  bought 
just  after  World  War  II  holds  fewer 
executives  today  than  when  Reid 
took  over  the  reins.  Sales  were  only 
$39  million  then.  "We  don't  want  to 
get  top-heavy,"  says  Reid,  who  sits  in 
a  small,  sparse  office  at  the  same  desk 
he  found  waiting  for  him  in  1960.  But 
he  doesn't  stint  on  bonuses,  which 
award  top  executives  up  to  50%  of 
salary  for  big  earnings  gains. 

Although  the  59-year-old  chairman 
and  president  inherited  his  job,  he  has 
banned  the  hiring  of  relatives  at  any 
level.  He  has  three  daughters,  and  not 
one  is  in  the  company.  Says  Reid:  "It's 
a  cleaner  operation  this  way."  ■ 


If  Meshulam  Riklis  knows  how  to  spot  a 
bargain,  why  is  he  paying  $23  a  share  for  a 
company  he  sold  off  at  $18  only  1 7  months 
ago?  For  good  reason,  it  turns  out. 


Bye-bye, 
love  couch 


ing  price.  What  else  could  the  buyers 
think  but  that  Riklis  had  stuck  them? 

But  now  Riklis  is  playing  with 
McGregor  again,  only  this  time  he 
wants  to  get  those  shares  back.  He 
will  pay  $23  a  share,  or  $52  million,  to 
do  so.  Why? 

No,  Riklis  hasn't  gone  soft.  He  did 
well  when  he  sold  the  McGregor 
shares,  and  he  thinks  he  can  do  even 
better  buying  them  back.  After  all,  he 


By  Jeffrey  A.  Trachtenberg 

Anyone  who  bought  the  shares 
in  McGregor  Corp.  peddled  by 
b  Meshulam  Riklis'  Rapid- 
American  Corp.  in  October  1983  had 
reason  to  think  he  had  bought  a  dog. 
Sold  at  $18,  when  Riklis  decided  to 
get  rid  of  48%  of  McGregor's  stock, 
the  shares  sank  to  IOV2  by  August 
1984  and  never  got  back  to  the  offer- 


paid  $2.5  million  for  all  of  McGregor- 
Doniger  in  1979.  Four  years  later,  to 
judge  by  the  $18  price,  the  company 
was  worth  $84  million. 

In  the  interval,  his  team  eliminated 
McGregor's  losing  operations  and 
merged  some  Rapid-American  busi- 
nesses into  it,  building  McGregor 
sales  from  $29  million  in  fiscal  1978 
to  $134  million  at  the  time  McGregor 
went  public. 

McGregor  stockholders  who  held 
on  should  have  no  complaint.  A  price 
of  $23  on  an  investment  of  $18 
amounts  to  a  28%  return  in  just  17 
months.  And  Riklis  is  willing  to  pay 
$52  million  today  for  what  he  sold  for 
$40  million  because  of  McGregor's 
radically  improved  prospects.  As  a 
sweetener  there  is  also  $25  million  in 
potential  tax-loss  carryforwards  to 
shelter  future  profits. 

The  profits  are  coming.  Revenues  for 
the  year  ended  Jan.  3 1 , 1 985  were  about 
$419  million,  with  $8  million  in  earn- 
ings, or  $  1 .60per  share.  That  looks  poor 
against  $2.09  a  share  last  year.  What 
happened  is  that  McGregor  took  con- 
trol of  Faberge  Inc.,  the  cosmetics  com- 
pany, a  year  ago  for  $  1 72  million.  Loan 
repayments  alone,  $24  million  a  year, 
came  to  $4.92  per  share  pretax.  Wall 
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Street  figured  aftertax  earnings  for  fis- 
cal 1985  would  be  $1  a  share,  not 
enough  to  excite  The  Street. 

"The  stock  was  undervalued  be- 
cause everybody  thought  we  were  too 
highly  leveraged,"  says  Daniel  Ma- 
nella,  McGregor  chairman,  who  took 
over  Faberge.  His  inherited  Faberge 
offices  are  complete  with  remote-con- 
trol doors,  a  shower  for  two  and  a  blue- 
cushioned  love  couch  built  into  the 
wall.  "Faberge  works  on  gross  margins 
of  45  %,  but  never  took  more  than  5  %  to 
the  bottom  line.  We  eliminated  the  top 
managers  because  we  thought  they 
were  superfluous.  Also,  they  were 
spending  money  foolishly  on  funny 
cars  and  boats  and  quarter  horses." 

Manella  says  he  saved  $9  million  in 
salaries  and  fringes  before  $2.5  mil- 
lion in  severance  pay,  wrote  off  $12 
million  in  inventory,  took  a  $1.75 
million  writeoff  on  a  division  that 
made  a  cancer-detecting  device,  and 
retired  the  love  couch. 

This  helped  Faberge  make  $20  mil- 
lion pretax  for  ten  months  in  fiscal 
1985  (the  time  Faberge  was  part  of 
McGregor),  compared  with  $13.4  mil- 
lion in  all  of  fiscal  1984. 

Faberge's  future  is  even  brighter, 
says  Manella.  He  predicts  annual 
sales  of  U.S.  toiletries  and  hair  prod- 
ucts, under  Brut  and  Aqua  Net  and 
other  names,  will  rise  from  the  pres- 


Daniel  Manella  of  McGregor  Corp. 
He  found  a  shower/or  two. 

ent  $155  million  to  $235  million. 

McGregor's  apparel  business  ap- 
pears solid,  too.  The  big  labels  are 
men's  suits  by  Botany  "500"  and  Bert 
Pulitzer,  plus  boys'  clothes,  women's 
knit  tops  and  nightgowns.  When  Man- 
ella took  over  in  fall  1980,  McGregor 
had  a  $3.5  million  net  loss.  For  fiscal 
1985  McGregor  apparel  earned  about 
$24  million  in  operating  profits. 

Then  there's  BTK  Industries,  a 
maker  of  boys'  jeans,  slacks  and  vests. 
Last  December  McGregor  agreed  to 


buy  all  of  BTK's  shares  for  about  $2 
million.  McGregor  also  agreed  to  buy 
$26  million  worth  of  BTK's  debt  from 
the  banks  for  $8  million.  Included  is 
$25  million  in  tax-loss  carryforwards, 
providing  a  $12.5  million  shelter  for 
McGregor  earnings  when  the  two  op- 
erations are  combined. 

Manella,  59,  describes  himself  as 
reserved  and  conservative.  The  Fa- 
berge offices,  complete  with  neon-lit 
hallways,  reminded  him  of  a  disco. 
Next  September  he  takes  12,500 
square  feet  at  New  York  City's  Trump 
Tower,  or  57,500  square  feet  less  than 
he  has  today.  "When  I  moved  into 
these  offices,  they  were  complete 
with  a  piano,  drum  set,  backgammon 
tables  and  a  life-size  computerized  ro- 
bot. That's  not  my  style." 

Manella  started  working  for  Riklis 
in  1956,  when  Rapid-American  ac- 
quired the  company  that  then  em- 
ployed him.  Riklis  never  interferes 
with  daily  operations,  Manella  says. 
"Riklis  isn't  accepted  by  Wall  Street. 
They  always  find  a  reason  not  to  be- 
lieve him." 

The  bottom  line:  Riklis  sold  and  the 
buyers  paid  for  the  rebuilding  of 
McGregor  and  Faberge.  When  it 
worked,  he  bought  them  out.  The 
McGregor  stockholders  who  held  on 
to  the  end  are  ahead,  but  he  gets  the 
plum.  ■ 


Volvo  is  strong  today,  our  balance  sheet  is 
healthy.  our  liquidity  is  good.  our  profit  for  1984 
was  at  a  record  high. 

Throughout  the  1970's  we  concentrated  on  reduc- 
ing OUR  VULNERABILITY.  WE  WERE  FIGHTING  IN  MARKETS 

which  had  no  growth  and  in  which  profit  margins 
were  depressed. 

Volvo  set  two  important  objectives;  to 
broaden  our  base  and  to  increase  our  skills. 

Our  balance  sheet  does  not  show  people,  but  they 
are  still  volvo's  most  important  asset.  through 
them,  we  have  improved  our  quality  and  increased 
our  productivity  over  a  period  of  many  years. 

pehr  g.  gyllenhammar 
ceo  volvo 


Whatever  happened  to  Federated  Department  Stores,  the  onetime 
king  of  U.S.  retailing?  It  strayed  from  what  it  knew  best. 


Federated  chooses 
not  to  choose 
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Federated  Department  Stores  Chairman  Howard  Goldfeder 

The  shape  corporate  raiders  like  best—floundering  but  still  valuable. 


By  Subrata  N.  Chakravarty 

F|  ederated  Department  Stores, 
Inc.  was  the  best  in  big-league 
retailing.  We  emphasize  the  past 
tense — was.  Federated  owns  some  of 
the  greatest  names  in  U.S.  retailing: 
Bloomingdale's  in  New  York,  Filene's 
in  Boston,  Rich's  in  Atlanta,  Burdines 
in  Miami,  I.  Magnin  in  San  Francisco, 
to  name  a  few.  Yet,  by  every  conven- 
tional measure,  the  lot  of  them  com- 
bined are  merely  mediocre  in  profit- 
ability these  days. 

Veteran  retailer  Howard  Goldfeder, 
who  rose  through  Federated's  ranks  to 
become  chairman  three  years  ago,  has 
been  unable  so  far  to  revitalize  the 
company.  Federated  is  the  biggest  de- 
partment store  chain  there  is,  with 
$9.7  billion  sales  from  19  divisions 
and  589  retail  outlets.  But  for  the  sec- 
ond time  in  three  years,  earnings  (ex- 
cluding unusual  items)  fell  from  the 
year  before — from  $312  million  in  i 
1983  to  $287  million  in  1984. 

The  stock  market  inevitably  makes 
judgments  and  finds  Federated  want- 
ing in  comparison  with  R.H.  Macy  &. 
Co.,  less  than  half  Federated's  size. 
Federated's  stock  lately  trades  at  9 
times  its  1984  earnings  of  $5.89  ai 
share.  Macy's  stock  is  at  11  times 
earnings.  Dayton-Hudson  Corp.,  the 
$8  billion  (sales)  Minneapolis-based 
retailer  that  has  de-emphasized  de- 
partment stores  to  concentrate  on  dis- 
counting, sells  at  a  price/earnings  ra- 
tio of  14.  In  this,  the  market  is  behav- 
ing rationally,  given  Federated's  weak 
performance  (see  chart,  p.  86). 

The  company's  attractions  are 
something  else.  Federated  is  finan- 
cially strong,  with  annual  cash  flow  in 
excess  of  $500  million.  It  has  $711 
million  of  long-term  debt,  compared 
with  $2.5  billion  of  stockholders'  eq- 
uity. That  equity  is  surely  understat- 
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The  Cart  Brothers 


by  Christopher  Martin 
illustrated  by  Eduardo  Paolozzi 


SO  LONG  AGO  that  we  have  lost  count  when,  there  lived 
in  the  village  of  Thorhallstead  below  mount  Hjalti,  an  elderly 
ox-cart  maker  called  Egill. 

For  some  months  past  old  Egill  had  not  risen  from  his  bed 
and  now  in  his  last  hours  he  called  for  his  two  sons,  Asmund 
and  Arlund. 

"My  sons,"  he  said.  "I  have  built  up  the  most  respected  and 
renowned  ox-cart  trade  in  all  the  Uplands.  And  now  I  hand  it 
over  to  my  two  fine  boys.  But  fine  as  you  are,  you  are  of  very 
different  minds.  In  business,  each  would  drag  the  other  down. 
So  after  long  hours  of  thought,  I  have  decided  to  divide  my 
business  equally.  You  will  have  half  each  to  run  and  do  with  as 
you  please." 

"But  before  I  die,  pray  heed  these  last  words  of  warning. 
The  world  is  changing.  In  your  lifetime  it  will  change  faster  than 
it  has  done  in  mine.  One  day  something  may  come  to 
replace  the  ox-cart,  just  as  the  spear  was  overtaken  by  the 
bow-and-arrow.  Always  be  prepared  for  change."  With  these 
words,  the  old  man  died. 

So  now  Thorhallstead  could  boast  two  ox-cart  makers  and 
as  time  went  by  the  different  personalities  of  the  two  sons  began 
to  be  reflected  in  their  businesses.  Asmund  continued  to  make 
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carts  just  as  well  as  his  father  had  done.  He  kept  abreast  of  the 
times,  improving  and  refining  his  carts,  and  painting  them  a 
different  colour  each  year. 

Arlund,  on  the  other  hand,  decided  to  widen  his  interests. 
He  acquired  a  small  stake  in  a  farm  and  pine  forest  (timber  was 
by  far  the  largest  source  of  energy  in  those  parts) ;  and  in  the 
foundry  that  made  his  new  iron  wheels ;  the  tannery  that  supplied 
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the  leather  for  his  new  upholstered,  "de-luxe"  ox-cart;  and  the 
spring-makers  who  were  even  now  designing  the  springs  that 
would  be  fitted  to  the  first  independently-sprung  ox-cart  in  the 
world.  (He  had  it  on  good  authority).  "Food,  energy  and  trans- 
port," he  would  say,  "mean  that  whatever  happens  in  this  crazy 
world,  I  shall  be  self-sufficient." 

Then  one  day,  news  of  a  momentous  invention  reached  the 
Uplands.  A  new  mode  of  transport.  "It  is  powered  by  a  horse,  not 
an  ox,"  said  the  traveller  who  had  brought  the  news.  "And  it  has 
four  wheels,  not  two,  and  is  covered,  not  open.  It's  called  a 
'Horse  and  Carriage'." 

As  demand  for  ox-carts  ended  almost  overnight,  Asmund's 
works  went  into  a  steady  decline.  He  had  neither  the  resources 
nor  the  know-how  to  adapt  quickly. 

Arlund,  on  the  other  hand,  leant  heavily  on  the  other  arms  of 
his  business  and  was  soon  the  leading,  and  indeed  the  only, 
'horse  and  carriage'  maker  in  the  Uplands. 

Years  passed  and  Asmund  had  to  come  to  work  for  Arlund 
to  keep  his  family  in  food. 

Arlund's  business  grew  and  grew  as  did  the  two  fine  boys 
that  had  come  from  a  successful  marriage  to  Helga,  his  child- 
hood sweetheart. 

Came  the  day  that  Arlund,  now  a  tired  and  ailing  old  man, 
called  his  two  sons  to  his  death-bed.  "Fine  boys  as  you  are,"  he 
said,  "in  business  each  would  drag  the  other  down.  So  I  have 
decided  to  divide  my  business  equally.  You  will  have  half  each  to 
run  and  do  with  as  you  please.  Before  I  die,  pray  heed  these 
words  of  warning.  The  world  is  changing.  It  will  change  faster 
in  your  lifetime  than  it  has  in  mine.  One  day  something  may 
come  to  replace  the  horse  and  carriage,  just  as  it  replaced  the 
ox-cart.  Always  be  prepared  for  change."  With  these  words,  the 
old  man  died. 
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ed  because  it  fails  to  reflect  the  mar- 
ket value  of  the  company's  real  estate 
assets  or  the  true  value  of  its  well- 
placed  department  store  franchises. 
Federated's  land,  buildings  and  equip- 
ment are  on  the  books  at  $2.1  billion, 
but  the  company's  approximation  of 
current  value  is  more  like  $3.1  billion. 
At  a  recent  price  around  $55  a 
share,  Federated  is  selling  at  a  15% 
discount  to  the  current  value  of  its 
real  estate  alone.  This  gives  no  value 
to  Federated's  portfolio  of  merchan- 
dising names:  established  department 
stores  in  29  states;  Ralphs,  a  leading 
southern  California  supermarket  op- 
erator; assorted  specialty  and  dis- 
count chains.  Far  less  value  tempted 
the  adventurous  Leslie  Wexner  of  The 


guess  it's  always  easy  to  understand  a 
single  or  a  simple  strategy,"  he  says 
evenly.  "But  life  is  not  simple."  And 
he  shows  not  the  smallest  sign  of 
doubt  about  Federated's  wisdom  in 
hanging  on  to  everything  it  now  has 
going.  "Ours  is  a  large  corporation, 
and  in  our  size  and  diversity  is  our 
strength,"  he  declares. 

The  record  shows  that  Federated 
has  lost  crucial  ground  in  department 
store  retailing.  Pretax  operating  profit 
margins  at  most  of  its  department 
store  chains  have  declined  from  the 
end  of  the  last  decade.  Bullock's  mar- 
gin, for  example,  dropped  from  over 
12%  in  1978,  to  9.3%  in  1983.  Bur- 
dines'  went  down  from  almost  12%  to 
8.2%.  "They  simply  blew  it,"  says  Jeff 


The  perils  of  straddling  the  fence 

While  rivals  chose  markets  to  target  in  the  last  decade — Macy's  catering 
to  the  affluent  through  department  stores  and  Dayton-Hudson  concen- 
trating on  discounting — Federated  waffled,  and  was  left  in  the  dust. 

•ive-year  return  on  equity 
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Limited,  Inc.  to  make  a  bid  for  Carter 
Hawley  Hale  Stores  Inc.  last  year. 

Federated  is  in  the  shape  corporate 
raiders  like  best:  not  strong  enough  to 
be  unaffordable,  not  wretched  enough 
to  be  beyond  effort,  but  rather  in  be- 
tween— floundering  but  still  valuable, 
worth  more  in  pieces  than  as  a  whole. 

Federated's  management  is  not  un- 
aware of  this.  Last  year  the  company 
put  antitakeover  provisions — stag- 
gered terms  for  directors  and  a  40% 
increase  in  authorized  shares — into 
its  charter.  But  the  greatest  barrier  to 
takeover,  of  course,  is  a  favorable 
reputation  among  investors  and  a 
growth  record  that  puts  your  P/E  ratio 
beyond  a  raider's  reach. 

Howard  Goldfeder  is  politely  impa- 
tient when  unfavorable  comparisons 
of  Federated  with  Macy's  are  made.  "I 
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Edelman,  Dean  Witter's  retailing  spe- 
cialist. "They  didn't  maintain  their 
position  in  the  forefront  of  fashion  as 
they  once  had." 

Since  the  mid-1970s  it  has  been 
Macy's  rather  than  Federated  that  has 
initiated  some  of  the  major  innova- 
tions in  department  store  merchan- 
dising: elimination  of  budget  base- 
ments and  turning  the  space  into  fash- 
ionable boutiques,  moving  large 
inventories  constantly  through  ag- 
gressive merchandising  and  eliminat- 
ing the  time  and  cost  incurred  in 
changing  sales  tags  by  marking  down 
product  at  the  register  itself.  Federat- 
ed recently  introduced  some  of  these 
Macy's  innovations — ten  years  late. 

It  may  be  that  the  seeds  of  Federat- 
ed's present  mediocrity  were  planted 
two  decades  ago,  when  a  consent  de- 


cree was  forced  on  it  by  the  Federal 
Trade  Commission  after  its  acquisi- 
tion of  California's  Bullock's  and  I. 
Magnin  stores.  Under  its  terms  Feder- 
ated was  prohibited  from  acquiring 
more  department  stores  for  five  years. 
With  competitors  still  able  to  make 
acquisitions,  Federated  chose  to  look 
elsewhere  for  growth  rather  than  ex- 
pand what  it  had.  In  1967  it  acquired 
Ralphs,  and  got  into  discounting  by 
creating  the  Gold  Circle  chain  of 
stores.  Both  the  supermarket  and  dis- 
counting businesses  grew  rapidly 
through  the  1970s. 

Trouble  was,  while  building  those 
other  businesses,  Federated's  depart- 
ment stores  lagged  because  manage- 
ment was  keeping  its  eye  on  the 
wrong  ball.  The  diversified  operations 
failed  to  take  up  the  slack.  Over  the 
past  ten  years,  despite  all  the  focus  on 
other  businesses,  Federated's  depart- 
ment and  specialty  stores  have  ac- 
counted for  over  70%  of  sales  and 
about  90%  of  operating  profits. 

Goldfeder,  good  company  man  that 
he  is,  defends  the  diversification  pro- 
gram and  the  seven  distinct  strategies 
that  go  with  it.  "We  don't  think  the 
answer  is  just  to  run  the  department 
store  business,"  he  said  in  his  office, 
done  in  chrome  and  leather,  at  Feder- 
ated headquarters  in  Cincinnati.  "My 
view  is  that  seven  strategies  will  end 
up  better  for  the  shareholders  than 
one  simple  strategy."  Isn't  that  a  little 
like  trying  to  beat  the  horses  by  put- 
ting $10  on  every  animal  in  the  race? 
Goldfeder  doesn't  see  it  that  way. 

The  department  and  specialty 
stores  earn  Federated  a  far  better  re- 
turn on  assets  than  its  supermarkets 
and  discounters — averaging  18.3%, 
vs.  7.8%  for  the  mass  merchandising 
divisions  and  10.7%  for  the  supermar- 
kets over  the  past  nine  years.  Never- 
theless, Goldfeder  will  keep  up  his 
spending  on  nondepartment  store  as- 
sets. Last  year  Federated  added  yet 
another  division  to  serve  yet  another 
niche — Main  Street,  a  new  chain  of 
discount  apparel  stores  that  most  ob- 
servers consider  a  slightly  upmarket 
copy  of  Dayton-Hudson's  well-estab- 
lished Mervyn's  chain. 

Why  the  continued  emphasis  on 
underperforming  assets?  Because 
Goldfeder  sees  opportunity  in  the 
mass  market.  Department  stores,  he 
concedes,  may  be  the  way  to  appeal  to 
high-consumption,  two-income  fam- 
ilies and  the  fashion-conscious  profes- 
sional woman  who  has  little  time  to 
shop.  But,  says  Goldfeder,  "that  is  not 
where  the  largest  numbers  are."  The 
market  Goldfeder  intends  to  serve 
through  Federated's  Main  Street 
stores  is,  in  his  view,  "a  segment  not 
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adequately  being  covered  competi- 
tively in  the  U.S.  and  one  that  in  fact 
is  really  being  abdicated  by  a  lot  of 
people  who  are  moving  upscale  in 
some  other  areas." 

Nothing  wrong  with  that  line  of 
thinking.  It's  precisely  the  strategy  of 
Dayton-Hudson,  which  has  sold  off  or 
closed  down  department  stores  and 
poured  its  efforts  and  money  into 
building  up  its  discount  operations — 
Mervyn's  and  Target.  But  the  point 
about  Dayton-Hudson's  strategy,  and 
Macy's  for  that  matter,  is  not  which 
segment  of  retailing  they  chose,  but 
that  they  chose  one.  Federated  by  con- 
trast is  still  trying  to  cover  all  the 
bases.  It's  doing  everything  it  can 
think  of. 

Entranced  by  volume,  Goldfeder 
talks  about  the  mass  market  but 
wants  the  class  market,  too.  He  fully 
intends  expanding  the  department 
stores — regionally  with  many,  nation- 
ally with  Bloomingdale's  and  I.  Mag- 
nin — even  while  planning  to  spend  $1 
billion  over  the  next  five  years  on  the 
buildup  of  Federated's  other  business- 
es. Another  executive  in  his  spot 
might  consider  selling  off  the  super- 
markets and  mass  merchandisers — 
they  make  up  nearly  $3  billion  of  Fed- 
erated's sales — and  pouring  the  pro- 
ceeds into  expanding  the  department 
store  chains. 


But  by  refusing  to  choose  one  direc- 
tion or  the  other,  Goldfeder  has  in 
effect  elected  to  limit  the  potential  of 
both.  Take,  for  example,  the  Gold- 
smith's chain  in  Memphis,  Tenn., 
which,  though  small,  is  Federated's 
most  profitable  division.  Locals  report 
that  people  travel  two  hours  to  get  to 
Goldsmith's.  But  there  is  no  Gold- 
smith's outside  the  Memphis  area,  in 


"Seven  strategies  will  be 
better  for  shareholders 
than  one  simple  strategy/ 
says  Goldfeder.  Isn't  that 
Wee  trying  to  beat  the 
horses  by  putting  $10  on 
every  entry?  Goldfeder 
doesn't  see  it  that  way. 


thriving  cities  such  as  Nashville,  or  in 
neighboring  states.  In  failing  to  ex- 
pand Goldsmith's,  Federated  seems  to 
be  making  the  same  mistake  it  made 
during  the  initial  diversification 
when,  for  example,  it  left  the  high- 
fashion  I.  Magnin  chain  to  languish, 
building  only  one  new  store  between 
1967  and  1976. 

Today,  with  one-third  of  his  capital 
budget  tied  up  in  other  businesses, 
Goldfeder  is  pushing  the  department 
stores  to  expand  market  share  by  ag- 


gressive pricing  rather  than  aggres- 
sively opening  new  stores.  That  is  not 
how  Federated  originally  became 
great.  When  Federated  stores  domi- 
nated their  markets,  they  could  im- 
prove market  share  through  quality, 
presentation,  selection  and  the 
number  of  new  stores.  As  shoppers  in 
Columbus,  Ohio  once  said  of  Federat- 
ed's Lazarus  store:  "We're  going  to 
wind  up  at  Lazarus  eventually  any- 
way, so  we  may  as  well  go  there  first." 
Few  people  talk  that  way  now. 

Today,  with  more  competition,  a 
blind  quest  for  market  share  must  be 
bought  primarily  with  lower  margins. 
Most  of  Federated's  divisional  heads 
say  they  met  their  sales  targets  last 
year  at  the  expense  of  their  earnings 
targets. 

Goldfeder,  then,  is  taking  a  position 
at  odds  with  the  prevailing  wisdom  in 
retailing.  Where  others  have  nar- 
rowed their  targets  and  generally 
tended  to  move  upmarket,  Goldfeder 
makes  no  apologies  for  aiming  at  ev- 
erything now  in  view.  He  dismisses 
any  thought  of  changing  strategy,  say- 
ing: "The  premium  will  be  on  the 
quality  of  the  implementation,  as  op- 
posed  to   a  revision   in   strategies." 

Forbes  has  seen  too  many  of  these 
stand-pat  strategies.  They  lead  in  the 
end  either  to  drastic  changes  in  man- 
agement or  to  corporate  disaster.  ■ 


Only  8  million  people  live  in  Sweden, 
less  than  0.2%  of  the  worlds  popu- 
lation, and  yet  one  swedish  company 
produces  8%  of  the  world's  heavy 
duty  trucks,  7%  of  the  world's  heavy 
bus  chassis,  1%  of  the  world's  cars, 
26%  of  the  world's  inboard  pleasure- 
craft  engines,  60%  of  the  world's 
off-highway  dumptrucks,  and  a  very 
high  percentage  of  the  world's 
good  ideas.  ,_  ■ 
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C  ities /Kamaishi,  Japan 


Smokestack  Japan,  like  Smokestack  U.S.A.,  is  having  its  problems. 
Will  public  spending  ease  the  blows?  Or  must  nature  take  its 
course?  Take  a  look  at  Kamaishi. . . . 


The  town  that  wouldn't  die 


By  Richard  Phalon 


TIhe  streets  of  Kamaishi  were 
busy  night  and  day.  There  were 
6,000  .  .  .  steelworkers,  plus  2,000 
[other]  employees.  Besides,  there  were 
a  lot  of  seamen,  either  Japanese  or 
foreign.  Kamaishi  was  called  the 
'Shanghai  of  the  Tohoku'  then. 
Flames  from  the  furnaces  were  re- 
flected on  the  river.  Smoke  went  right 
up  to  the  moonlit  sky  as  if  it  were 
some  kind  of  ritual  in  ancient 
Greece,"  wrote  Masu  Inoue. 

That  was  about  30  years  ago.  But 
today  Kamaishi  is  a  down-at-the- 
heels  steel  town  and  fishing  port  of 
60,000,  gouged  out  of  the  wooded 
bowl  of  the  Kitakami  Mountains 
about  350  miles  northeast  of  Tokyo.  It 
is  Smokestack  Japan,  light  years  from 
the  glitter  of  the  Ginza  and  the  high- 
tech  industrial  face  Japan  likes  to 
present  to  the  world. 

Kamaishi  has  been  making  steel  for 
more  than  a  century  now.  The  plant  is 
the  oldest  and  one  of  the  least  effi- 
cient in  the  Nippon  Steel  Corp.  sys- 
tem— a  meandering  complex  of  pipe, 
coke  ovens  and  furnaces  that  domi- 
nates almost  a  full  square  mile  of  Ka- 
maishi's  downtown.  The  sense  of  kin- 
ship with  the  Smokestack  America  of 
Pittsburgh  and  Youngstown  deepens 
with  the  first  step  into  nonbei  yoko- 
d)o — "drunkard's  alley." 

Blue-collar  saloons  hard  by  the 
workers'  gate  are  always  the  first  to 
feel  plant  cutbacks.  Yuko  Kikuchi's 
Okei  Bar  is  no  exception.  Her  estab- 
lishment, one  of  30  in  the  alley,  is 
maybe  8  feet  long  and  6  feet  wide — 
just  big  enough  to  accommodate  eight 
chairs  and  the  counter  from  behind 
which  she  dispenses  sake  and  broils 
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Nonbei  yokocho— ^"drunkard's  alley" 

fish  fresh  from  the  day's  catch  over  a 
charcoal  grill.  One  night  recently 
there  was  not  another  customer  to  be 
seen  in  either  the  alley  or  the  Okei, 
while  for  two  hours  Kikuchi  san 
talked  about  how  Kamaishi's  fortunes 
have  changed  since  she  bought  her 
shop  23  years  ago.  "My  place  used  to 
be  filled  after  the  four  o'clock  shift, 
and  you  should  have  been  here  on  the 
morning  after  payday.  There  would  be 
a  bunch  of  steelworkers  sleeping  it  off 
out  in  the  street." 

No  longer.  Even  though  old-timers 
like  Mayor  Saijiro  Hamakawa  still 
drop  by  for  a  glass  of  the  local  high- 
octane  sake  spiked  with  pickled 
plum,  Mrs.  Kikuchi  has  to  run  a  very 
tight  ship.  "I  am  able  to  get  by  be- 
cause it's  just  a  one-man  business," 
she  says.  "I  don't  hire  anybody.  I  don't 
use  much  electricity,  and  I  don't  even 
wear  a  fancy  dress." 

You  hear  the  same  lament  every- 
where along  the  arcaded  length  of  Oh- 
machi,  Kamaishi's  main  shopping 
street.  Kenji  Sano,  who  runs  the  li- 
quor store  his  parents  opened  almost 
60  years  ago,  remembers  when  he  had 


two  full-time  clerks  working  for  him 
and  did  a  brisk  trade  with  both  towns- 
people and  crew  members  of  foreign 
vessels  for  whom  Kamaishi  was  an 
important  port  of  call.  Now  that  the 
port's  activity  and  fishing  have  gone 
downhill  along  with  steel — the 
town's  catch  has  dropped  by  half  in 
the  last  15  years — Sano  gets  by  with 
the  part-time  help  of  a  relative.  He 
mops  the  worn  linoleum  floor  him- 
self, does  all  the  deliveries  and  talks 
darkly  of  three  or  four  suicides 
"among  the  many  small  shops"  that 
have  gone  bankrupt. 

According  to  the  Kamaishi  Cham- 
ber of  Commerce,  there  were  22  bank- 
ruptcies in  town  last  year — some  of 
them  shops  and  some  of  them  small 
construction  companies  that  couldn't 
get  enough  work  to  stay  afloat.  Fumio 
Hiramatsu,  a  50-year-old  carpenter, 
says  the  group  he  works  with  used  to 
build  "five  or  six  houses  a  year.  Now 
we're  lucky  if  we  get  one.  Our  main 
job  is  repairing."  Many  of  Hiramat- 
su's  friends  in  the  building  trade  are 
truly  journeymen,  "going  to  Tokyo  as 
seasonal  laborers  to  earn  some  mon- 
ey" during  the  bitter  winters  that 
whip  through  Kamaichi  and  the  Iwate 
prefecture  in  which  it  sits. 

Ohmachi  is  a  microcosm  of  almost 
any  Main  Street,  Smokestack, 
U.S.A. — Akron  or  Scranton,  Gary  or 
Wheeling.  The  demographics  are  pret- 
ty much  the  same,  too:  a  declining 
population  with  a  high  proportion  of 
elderly  whose  growing  need  for  social 
services  has  to  be  met  out  of  a  shrink- 
ing tax  base.  "The  elderly  not  only 
spend  less,  they  don't  go  out,"  says 
Mayor  Hamakawa.  The  young,  on  the 
other  hand,  have  no  alternative  to  go- 
ing out  if  they  hope  to  find  jobs — out 
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The  Nippon  Steel  plant  in  downtown  Kamaishi:  old  and  inefficient,  but  still  puffing  behind  an  open-air  market 
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Why  the  town  won't 


re  is  still  plenty  of  public  money  for  public  works,  like  building  new  port  facilities 


KAMAISHI 
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of  Kamaishi  to  Hanamaki  and  its  bus- 
tling ski  slopes  and  hot  springs,  two 
hours  to  the  west  by  train,  or  to  the 
big  chance  in  Tokyo.  "Pretty  soon  we 
won't  have  any  more  weddings  in  Ka- 
maishi," says  Kenji  Sano,  "only  funer- 
als. We  are  suffering  because  our  chil- 
dren don't  stay  here." 

With  the  young  on  the  move  and 
the  job  shrinkage  in  steel  and  fishing 
likely  to  continue,  Kamaishi's  eco- 
nomic base  is  shifting  to  retirees  like 


Takashi  Chiba.  A  stocky,  articulate 
molder  who  spent  38  years  at  the  Ka- 
maishi works  before  reaching  the 
compulsory  retirement  age  of  55, 
Chiba  lives  comfortably  enough  on  a 
pension  that  amounts  to  the  equiv- 
alent of  $8,800  a  year— about  45%  of 
what  he  would  be  making  if  he  were 
still  on  the  job,  excluding  bonuses. 
Living  costs  are  cheaper  in  Kamaishi 
than  in  Tokyo,  but  Chiba  and  his  wife 
have  to  watch  their  pennies.  "If 
there's  a  celebration,  a  wedding  or 
something  like  that,"  he  says,  "we  go 
into  the  red.  I  wanted  to  keep  on 
working,  but  I  couldn't." 

Ohmachi,  the  Okei  and  Kamaishi 
have  been  overrun  by  the  larger  logis- 
tics of  the  steel  business.  Nippon 
Steel,  like  the  rest  of  Japan's  Big  Six 
gray  metal  makers,  has  lived  up  to  the 
letter  of  the  traditional  commitment 
to  "lifetime"  employment.  It  has  had 
no  mass  layoffs  or  outright  plant  clos- 
ings. "If  this  were  the  U.S.,"  says  an 
executive,  "Kamaishi  would  have 
been  closed  down  long  ago."  But  "for 
social,  cultural  and  sometimes  politi- 
cal reasons,  we  can't  act  purely  on  the 


basis  of  company  needs.  We  would  be 
castigated  if  we  did." 

Attrition,  however,  is  something 
else  again.  In  the  last  six  years  alone 
Nippon  Steel's  work  force  overall  has 
dropped  from  74,150  to  67,750.  At 
Kamaishi,  steel  .union  figures  show 
that  some  6,000  fewer  people  clock  in 
now  than  20  years  ago,  and  the  town 
will  lose  another  couple  of  hundred 
jobs  in  September,  when  the  No.  2 
blast  furnace  is  scheduled  to  shut 
down  for  good. 

Redundant  workers  not  yet  eligible 
for  retirement  have  been  relocated  to 
other  plants  that  fit  more  readily  into 
the  company's  strategy  of  phasing  out 
old  capacity,  upgrading  an  already 
high  level  of  productivity  and  diversi- 
fying into  higher-margined  specialty 
steels.  Nippon  Steel  executives  argue 
that  a  "wholesale  reshuffling  of  peo- 
ple" is  a  lot  better  than  putting  them 
on  unemployment  lines.  In  a  less  for- 
mal way  a  similar  thing  happens  in 
the  U.S.:  Younger  workers  leave  their 
homes  in  the  Monongahela  valley  and 
head  for  the  Sunbelt.  The  Americans 
do  it  on  their  own;  the  Japanese  let  the 
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company  do  it  for  them.  Culturally 
different  but  socially  and  economical- 
ly the  same  thing. 

For  municipalities  like  Kamaishi 
the  letdown  has  been  gradual,  and 
spread  over  a  number  of  years.  Much 
the  same  pattern  is  evident  in  other 
segments  of  the  Japanese  rust  bowl — 
one-company  towns  such  as  Kohyagi 
and  Innoshima,  for  example,  where 
hard-hit  shipbuilders  like  Mitsubishi 
and  Hitachi  have  also  shunted  work- 
ers into  more  prospering  affiliates. 

The  town  of  Kamaishi  is  hurting, 
but  one  reason  it  hasn't  died  is  the 
stocky,  ring-wise  father  figure  of 
Zenko  Suzuki.  "Kamaishi  is  my  con- 
stituency," he  says.  There  is  heavy 
emphasis  on  the  possessive. 

The  former  prime  minister,  74,  was 
born  in  a  fishing  village  just  north  of 
Kamaishi.  His  friends  in  the  Iwate 
prefecture  have  sent  him  to  the  Diet 
in  every  election  since  1947 — a  record 
for  longevity  that  Suzuki  says  can  be 
matched  by  only  two  other  politi- 
cians. They  are  the  ailing  Kakuei  Tan- 
aka  and  Yasuhiro  Nakasone.  "We 
•were  all  elected  in  the  same  year,  and 


we  all  became  prime  ministers." 

Like  every  successful  politician  and 
the  majority  Liberal  Democratic  Par- 
ty in  which  he  is  an  important  fac- 
tion leader,  Zenko  Suzuki  knows 
how  to  reward  his  friends.  Enumerat- 
ing the  public  works  projects  that 
have  helped  to  reshape  the  six-pre- 
fecture Tohoku  region  in  which 
Iwate  lies  (see  map),  Suzuki  ticks  off 
such  big-ticket  items  as  the  high- 
speed Shinkansen  Railway,  the  air- 
port at  Hanamaki,  a  network  of  new 
highways  and  the  Rikuchu  National 
Park  that  girdles  much  of  the  Iwate 
coastline.  "I  helped  to  do  all  that," 
says  Suzuki.  "The  people  in  Kamai- 
shi are  my  blood  brothers." 

Whatever  the  spending  has  done  to 
Japan's  chronic  deficits,  it  has  helped 
to  draw  tourists  (plus  some  electron- 
ics firms  in  search  of  cheap  land  and/ 
or  labor)  into  a  region  that  was  once 
known  mainly  for  its  apples  and  sake. 
Kamaishi  is  too  far  east  by  slow  train 
or  tricky  mountain  roads  to  have 
benefited  directly  from  much  of  this 
development.  There  is  talk  of  a  new 
freeway    that    would    dissolve    that 


handicap,  though,  and  Suzuki  thinks 
he  might  just  be  able  to  squeeze  some 
cash  out  of  the  new  budget  for  it. 

Then,  too,  there  is  a  major  port 
renovation  under  way  in  Kamaishi 
on  which  the  cost  estimates  run  to 
around  $400  million.  The  idea  is  to 
make  the  town  a  deep-water  conduit 
for  whatever  export  manufacturing 
springs  up  in  the  region  around  it. 
There  is  some  grumbling  in  Kamai- 
shi over  budget  downholds  that 
have  stretched  out  the  completion  of 
the  project  until  at  least  1994. 

Suzuki  shakes  his 
head  over  the  impa- 
tience of  his  con- 
stituents. The  town, 
after  all,  has  sur- 
vived more  than  100 
years.  "I  am  think- 
ing in  terms  of  the 
next  hundred  years, 
and  they  want 
things  to  happen 
overnight."  An 

American  politician 
would  recognize 
that  plaint.    ■ 
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HOW  MUCH  HIGHER  CAN 
MEDICAL  COSTS  GO? 
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In  recent  years,  over  10%  of  the 
ntire  Gross  National  Product  was 
)ent  on  health  care. 

Thafs  over  $355  billion  annually 

By  1995,  that  figure  is  expected 
>  rise  to  $1.2  trillion. 

If  the  cost  of  health  care 
oesn't  slow  down,  keeping  people 
ealthy  may  end  up  making  the 
conomy  sick. 

At  CIGNA,  our  companies  have 
een  at  the  forefront  in  creating  pro- 
rams  that  reduce  medical  costs 
ithout  sacrificing  the  quality  of  care. 

Prime  examples  are  the  Pread- 
lission  Certification  and  Continued 
ay  Review  Programs  which  exam- 
e  all  potential  hospitalizations  and 
>ngths  of  stay  Savings  have  been 
ipressive  because,  obviously,  the 
est  way  to  reduce  costs  is  to  make 
jre  they're  necessary  in  the  first 
lace. 

Preadmission  Certification  has 
nother  advantage.  Since  treatment 
nd  duration  are  discussed  by  doc- 
K  insurer  and  patient  before  they 
:cur,  there  are  few  surprises  and 
wer  questions  asked  when  the  bill 
submitted. 

CIGNA  companies  also  have 
3lped  save  their  clients  $8.50  for 
/ery  $1  spent  by  instituting  second 
Dinion  surgery  programs.  In  addi- 


tion, there  are  benefit  plans  that 
reward  the  use  of  same  day  surgery 
and  care  at  home. 

Prepaid  health  care  is  another 
important  approach  to  cost  contain- 
ment. By  its  very  nature  prepaid 
health  care  puts  the  burden  of  con- 
taining costs  where  it  should  be— on 
the  provider.  And  CIGNA  companies 
are  not  only  keeping  costs  down,  but 
keeping  the  quality  of  care  up  at  the 
sometime. 

To  back  up  our  belief  that 
everyone  has  to  pitch  in  to  help 
keep  medical  costs  down,  CIGNA 
has  just  finished  awarding  nearly  $1 
million  in  grants.  These  grants  enable 
local  coalitions  of  businesses,  civic 
leaders,  and  health  care  providers  to 
pursue  solutions  to  health  cost  problems. 

If  you  want  to  know  more  about 
what  CIGNA  companies  can  do  to 
contain  your  costs,  please  write  to 
CIGNA  Corporation,  Dept.  R1,  One 
Logan  Square,  Philadelphia,  PA  19103. 

Of  course,  health  care  costs  must 
be  contained,  but  not  at  the  expense 
of  quality  medical  care.  Our  experi- 
ence to  date  has  indicated  that  this 
is  possible.  We  know  that  people  can 
get  the  health  care  they  need  with- 
out needing  an 
armored  car  full  of 
money  to  pay  for  it. 


CIGNA 


Unilever,  the  world's  biggest  consumer 
products  company,  is  out  of  its  shell.  Now, 
can  it  come  out  from  rival  P&G's  shadow  F 

Unilever  cleans 
up  its  act 


By  Marcia  Berss 


T|  hose  two  old  rivals,  Unilever 
and  Procter  &  Gamble,  are  at  it 
again,  literally  giving  away  soap 
in  their  endless  battle  for  position  in 
the  $3  billion-a-year  U.S.  detergent 
market. 

Powders  have  always  dominated, 
but  liquids  are  the  fastest-growing 
segment,  now  probably  accounting 
for  25%  of  all  detergent  sales.  Last 
year  Lever  Brothers,  the  U.S.  arm  of 
Unilever,  poured  big  advertising  dol- 
lars into  its  liquid  Wisk  and  unseated 
P&G's  powder  Cheer  as  the  number 
two  detergent  in  America.  (P&G's 
Tide  remains  number  one.)  Lever 
makes  a  55%  gross  profit  margin  on 
Wisk  and  will  use  that  fat  cushion  to 
defend  its  position — at  any  cost.  It 
recently  cut  the  Wisk  price  to  $1  for 
64  ounces.  At  that  price,  says  one 
New  York  marketing  man,  "Lever  is 


practically  giving  the  stuff  away." 

But  P&G  has  just  begun  to  fight.  In 
December  it  introduced  Liquid  Tide 
(did  they  stick  a  sample  jug  in  your 
mailbox,  too?)  to  attack  directly  Le- 
ver's Wisk,  which  holds  almost  40% 
of  the  liquid  detergent  market.  Now 
it's  P&G  giving  stuff  away,  with  both 
Cheer  and  liquid  Era  refunding  the 
purchase  price  by  mail. 

You  may  not  care  about  what  soap 
goes  into  your  washing  machine,  but 
you  have  to  be  moved  by  the  sight  of 
London-based  Unilever,  the  biggest 
packaged  consumer  goods  company 
in  the  world  and  a  sleeping  giant  if 
ever  there  was  one,  at  last  rousing 
itself.  For  all  its  dominance  in  Europe, 
Africa  and  Latin  America,  it  now 
wants  a  bigger  chunk  of  the  U.S.  mar- 
ket because  that's  where  better  profits 
are.  The  soap  fight  here  will  be  noisy 
and  nasty,  probably  pushing  U.S.  Le- 
ver into  the  red  this  year,  and  likely  to 


Unilever's  governing  executive  committee: 

Sir  Kenneth  Durham,  the  committee  head:  Michael  Angus, 

heir  apparent  to  Durham,  Floris  Maljersfrom  the 

Netherlands 

No  more  Mister  Nice  Guys. 


be  a  big  factor  in  P&G's  reporting  an 
earnings  decline  this  year — the  first 
time  that  will  have  happened  in  three 
decades.  There's  no  retreat  for  either; 
these  two  will  carry  the  fight  across 
the  world. 

Behind  the  struggle  is  the  unmis- 
takable resurgence  at  Unilever.  The 
international  giant's  revenues  this 
year  will  exceed  $18  billion  from  sell- 
ing more  margarine,  detergent  and 
tea,  in  more  places,  to  more  people, 
than  anyone.  Yet  during  the  late 
1970s,  when  P&G's  sales  grew  at  an 
annual  13%  clip,  Unilever  bumped 
along  at  one-third  that  rate.  As  P&G 
created  a  world  market  for  disposable 
diapers,  Unilever  struggled  merely  to 
make  money  on  tried-and-true  U.S. 
products  such  as  Imperial  margarine, 
Wisk  detergent  and  Dove  soap.  "I'll 
sum  up  the  difference,"  says  one  ex- 
P&G  man.  "The  philosophy  at 
Procter  was  'buy  when  you  can  and 
make  when  you  must.'  We  wanted  to  i 
make  money  on  the  consumer  value- 
added.  But  at  Unilever  they  always 
owned  all  their  raw  components. 
They  were  soybean  oil  producers." 

That  was  yesterday's  Unilever. 
Here's  today's:  1984  pretax  earnings^ 
grew  20%,  to  £924  million  (about  $1 
billion),  and  this  year  another  goodi 
jump  on  continuing  operations  iss 
likely.  Compare  that  with  5%  annually 
gains  between  1978  and  1983. 

Last  fall  Unilever  stunned  the  Lon- 
don market  with  the  acquisition,  forr! 
£376  million  cash,  of  British  tea  com- 1 
pany  Brooke  Bond.  Unilever  domi- 
nates the  U.S.  tea  market  with  Lipton, 
but  in  Europe  Brooke  Bond  reigns. 
What  impressed  the  investors  is  not 
what  Unilever  bought,  but  how 
Brooke  Bond  was  its  first  hostile  take- 

Illustrations  by  Wendy  Wray< 
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)ver  attempt  in  15  years. 

What's  more,  from  its  imposing 
;rescent-shaped  London  headquarters 
m  the  Thames,  Unilever  manage- 
nent  is  scouting  a  major  acquisition 
n  the  $1  billion  (price)  range  in  the 
J.S.  With  about  $1  billion  of  cash  on 
land  and  a  debt-to-equity  ratio  pared 
o  34%  from  53%  in  1978,  Unilever 
las  plenty  of  shopping  money,  too. 

Credit  for  this  new  aggressiveness 
;oes  to  Unilever's  present  three-man 
ixecutive  committee.  That  structure 
las  governed  the  company  since  it 
vas  formed  in  1930  as  an  alliance 
>etween  Britain's  Lever  Brothers  and 
iolland's  Margarine  Union.  (The  two 
ire  still  legally  separate  today,  though 
un  by  the  same  management.)  But 
ince  1982  the  committee  has  been 
leaded  by  Sir  Kenneth  Durham,  60,  a 
15-year  Unilever  veteran  who  came 
lp  through  research.  Durham  was 
oined  in  1982  by  Floris  Maljers,  51,  a 
dunt-speaking  Dutchman,  and  in 
984  by  Michael  Angus,  54,  promoted 
o  the  executive  suite  at  Unilever 
■louse  after  putting  U.S.  subsidiary 
.ever  Brothers  in  the  black  in  1983  for 
he  first  time  in  seven  years.  Angus  is 
leir  apparent  to  Durham,  who  retires 
n  1987. 

The  company's  basic  problem  has 
»een  learning  to  use  its  muscle  to 
nake  money.  It  has  30%  of  the  Euro- 
tean  detergent  market,  well  over  half 
he  margarine  business,  more  than 
>ne-third  of  ice  cream  sales,  about 
15%  of  the  deodorant  market,  plus 
he  leading  shampoo.  Yet  operating 
eturn  on  capital  in  Europe  slid  from 
6.4%  in  1978  to  10.3%  in  1983.  It 
nakes  61%  of  its  sales  in  Europe  but 
>nly  45%  of  its  profits. 

Worse,  smaller  companies  run  bet- 
er  profit  ratios  (see  chart,  p.  96)  in 
lurope  because  they're  centralized, 
vhile  Unilever  has  plants  scattered 
hroughout  Europe.  And  old-fash- 
oned?  Unilever  prints  a  different 
lackage  for  each  market;  newcomers 
ise  one  with  five  languages  on  it. 

But  here  are  more  signs  of  change, 
fince  1979  Unilever  has  cut  its  work 
orce  by  14%,  to  267,000,  with  most 
»f  the  reductions  coming  in  Europe, 
phe  result:  productivity  gains  averag- 
hg  6%  annually  since.  In  February  it 
iven  sold  off  a  lossmaking  fish-pro- 
iessing  business  established  by  Lord 
everhulme  himself,  Lever's  founder, 
11918. 

Since  1980  Unilever  has  taken  over 
100  million  in  writeoffs  and  reorga- 
nization costs  against  earnings,  and  in 
984  the  results  began  to  fall  to  the 
ottom  line.  "We  heard  this  talk 
bout  rationalizing  and  streamlining 

om  Unilever  before,"  says  one  skep- 
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tical  analyst.  "But  this  time  there's 
really  something  there." 

Another  headache  is  that  Unilever 
is  vertically  integrated,  burdened 
with  low-  or  no-profit  businesses  only 
partially  used  in  its  own  operations.  It 
not  only  makes  margarine  but  also 
owns  a  $1  billion  (sales)  European 
milling  operation,  which  crushes  sun- 
flower and  soya  seeds  into  vegetable 
oil  for  margarine,  then  uses  only  20% 
of  output.  The  remainder  is  sold  for  a 
meager  1%  return.  It  has  a  break-even 
paper  and  plastics  division  for  packag- 
ing the  margarine;  over  half  the  pack- 
aging sales  are  to  third  parties.  It  has  a 
break-even  transport  business  that 
hauls  the  raw  materials  to  production 
and  the  finished  margarine  to  market. 

Here,  too,  the  ax  is  beginning  to  fall. 
In  recent  months  Unilever  sold  a  U.K. 
truck  freight  company,  disposed  of  a 
computer  operation,  unloaded  a 
French  packager  and  put  a  continental 
shipping  subsidiary  up  for  sale. 

Europe,  of  course,  is  a  different  and 
difficult  market.  Generics  and  private 
labels  take  much  more  space  on  the 
grocery  shelf  than  in  the  U.S. — up- 
wards of  50%  in  English  and  German 
grocery  stores.  Private  labels  may  ac- 
count for  only  15%  of  the  packaged 
goods  sales  in  the  U.S.  supermarket. 
Thus  a  European  grocer  may  carry 
only  the  top  two  brands  in  any  prod- 
uct instead  of  the  top  four.  Even  Unil- 
ever has  trouble  pushing  an  in-house 
brand  off  the  shelf  to  make  room  for 
its  new  product.  "Getting  new  prod- 
ucts into  distribution  in  the  U.S.  is 
child's  play  compared  with  Europe," 
laughs  Peter  Kraushar  of  London  mar- 
keting firm  KAE  Consultants. 

That's  why  Unilever  wants  to  in- 
crease its  stake  in  the  more  profitable 
U.S.,  where  its  Lever  Brothers  runs 
$1.6  billion  in  sales.  It  used  to  be  a 
terrible  operation.  Between  1978  and 
1982  Lever  lost  $90  million.  Unilever, 
which  practically  invented  promo- 
tion, didn't  seem  to  know  how  to  do  it 
in  the  U.S.  Marketing  specialists  say 
Lever  would  heavily  advertise  a  prod- 
uct in  year  one,  then  pull  advertising 
in  years  two  and  three — and  then 
wonder  why  the  product  collapsed.  It 
tried  discount  pricing,  which  cheap- 
ened the  image.  Two  new  products — 
Twice  as  Nice  shampoo  and  Drive 
detergent — bombed. 

Mike  Angus  arrived  in  1979  with 
the  ax.  He  closed  the  Hammond,  Ind. 
margarine  plant,  the  highest-cost 
margarine  operation  in  the  U.S.,  and 
rebuilt  it,  along  with  the  adjacent 
soap  plant,  which  makes  Dove  and 
Caress  toilet  soaps.  There  have  been 
capital  projects — finished,  started  or 
announced — at    every    Lever    plant. 


I  should  have 
known! 


This  little  cartridge 

put  my  Canon  PC's 

in  a  class  all  their  own. 

My  Canon  Personal  Cartridge  Copiers 

are  the  only  copiers  with  Canon's 

exclusive  PC  Cartridge  system.  That 

means  they're  virtually  service-free.  And 

it  also  means  they  let  you  copy  in  your 

choice  of  six  colors! 


PC-10 

The  shortest  distance  between  you  and  a 
quick  copy. 


8  copies  a  minute  plus  automatic  feeding. 


PC-25 

It  reduces,  enlarges,  even  copies  up  to 
legal  size! 

personal  copiers  mmmlrlrJ*** 

Personal  Cartridge  Copying, 
Plain  and  Simple- 

For  more  information  call  toll  free 


1-800-OK  CANON 

©198S  Canon  U.S.A.  Inc. 
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Global  conflict 


Although  Unilever  products  dominate  the  Euro- 
pean markets,  the  company's  margins  are  greater 
in  the  U.S.,  which  is  why  Unilever  looks  for 
expansion  here.  But  earning  a  good  profit  has  been 
Unilever's  problem,  wherever  it  is.  The  name  of 


this  game  is  market  share;  the  leader  traditional- 
ly makes  good  money  and  the  followers  have  low 
margins.  And  even  in  Europe,  smaller  competi- 
tors run  higher  margins  than  Unilever.  In  the 
U.S.,  of  course,  P&G  is  the  champion. 


I 


SB  Unilever 

D  Procter  &  Gamble 

□  Beatrice 

G  Dart  &  Kraft 


Note:  The  calculations  arc  based  on  the  closest  compara- 
ble fiscal  years.  P&G's  figures  are  based  on  pretax  profit 
margins  rather  than  operating  margins.  Geographical 
marketing  areas  also  vary  among  the  companies.  These 
differences  are  not  believed  to  be  significant. 


New  products  started  winning.  Com- 
petition from  Lever's  new  fabric  soft- 
ener, Snuggle,  forced  P&G  to  swallow 
three  price  cuts  on  its  market-leader, 
Downy.  Lever's  Sunlight  dishwashing 
liquid  has  gone  from  nowhere  in  1981 
to  some  9%  of  the  U.S.  market,  says 
Hercules  Segalas,  senior  vice  presi- 
dent at  New  York  brokerage  house 
Drexel  Burnham  Lambert.  P&G's 
Ivory  is  still  the  market  leader  by  far, 
but  Sunlight  is  probably  causing  some 
sleepless  nights  in  P&G's  Cincinnati 
headquarters. 

Segalas,  a  former  P&G  employee 
and  Wall  Street's  resident  expert  on 
Procter,  also  says  Unilever — not  U.S. 
detergent  king  P&G — is  at  the  fore- 
front of  new  detergent  technology. 
"They  have  developed  a  higher-densi- 
ty, concentrated  enzyme  product  that 
will  save  millions  in  freight  distribu- 
tion costs  and  give  the  grocers  more 
profits  per  square  inch,"  he  bubbles. 
"Lever  is  the  leader  there." 
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Thanks  to  cost-cutting  and  product 
successes,  Lever  made  $15  million  in 
1983,  its  first  profit  since  1977,  and, 
despite  hefty  promotional  costs,  prob- 
ably did  about  the  same  in  1984. 

The  gains  at  Lever — plus  a  big  push 
by  Unilever  to  improve  its  exposure 
on  Wall  Street — have  done  wonders 
for  Unilever's  stock.  In  1982  Durham 
invited  U.S.  securities  analysts  to 
London  to  meet  Unilever's  insider 
board  for  the  first  time.  (It  should  be 
noted  that  Unilever,  perhaps  still 
smoldering  from  a  report  in  this  mag- 
azine in  1979  on  Lever  Brothers'  trou- 
bles, would  not  talk  to  Forbes  for  this 
story.)  The  price  moved  from  the  50s, 
where  it  had  languished  for  five  years, 
to  the  low  90s,  where  it  is  today. 

Some  bought  because  it  was  cheap; 
until  recently  Unilever  traded  at  five 
times  to  six  times  earnings.  Some 
bought  the  stock  as  a  hedge  against 
the  strong  dollar.  But  two  years  ago 
only  7%  of  Unilever's  stock  was  held 


by  Americans  (all  U.S.  buying  is  done 
through  the  Dutch  company);  today, 
it's  over  20% . 

Unilever  also  has  plenty  of  growth! 
potential  in  Europe;  per  capita  use  of 
toothpaste,  shampoo  and  deodorants 
there  is  about  two-thirds  that  of  the 
U.S.  In  detergents,  Europe  also  is  a 
faster-growing  market  than  the  U.Si 
Still,  there  are  those  problems  of  shelf 
space  and  margins. 

What's  P&G  doing?  Walking  into 
those  problems  by  expanding  in  Eu- 
rope and  moving  into  the  less  profit- 
able food  business.  The  betting  is  that 
Unilever,  with  about  half  its  sales  al- 
ready in  food,  will  make  its  next  ac- 
quisition in  the  higher-margin  per- 
sonal products — deodorants  and  the 
like — or  household  goods  business. 

Of  course,  some  cynics  say  the  onl> 
reason  Unilever  is  doing  well  is  thai 
P&G  isn't.  But  Unilever  is  coming  oul 
of  its  shell.  Now,  can  it  come  out  OJ 
P&G's  shadow?  ■ 
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Wsstit  it  you  who  said  Arthur  Y)ung 
vould  be  too  big  to  give  my  growing 
business  personal  attention? 
^11,  listen  to  this... 


, .  It  was  the  24th  of  December 
nd  I  was  about  to  leave  the 
ffice  when  Carl  Jordan  called. 

Carl  Jordan  is  the  attorney 
)r  a  group  of  venture  capital- 
its  I  was  working  with.  Some- 
ow  I  knew  I  shouldn't  have 
ressed  the  blinking  button. 

"Merry  Christmas  Carl,  and 
)  what  do  I  owe  the  honor?" 

I'm  afraid  something's  come 
p.  We  have  to  ask  you  to 
eliver  your  business  plan  on 
le  twenty-sixth."  I  told  Carl 


it  would  be  no  problem  and 
immediately  called  Will  Wright 
at  Arthur  Young. 

All  I  could  think  was,  it's  the 
day  before  Christmas,  what  if 
he's  not  available. 

Just  then  Will  answered.  I 
filled  him  in  and  he  said  he'd 
be  in  my  office  in  an  hour. 

We  were  tied  up  most  of  the 
afternoon.  Will  and  the  rest 
of  his  people  had  really  gone 


through  my  figures. 

But  it  wasn't  just  their 
accounting  smarts  that  gave 
me  confidence.  It  was  the  way 
they  looked  at  things  from 
the  venture  capitalist's  point 
of  view. 

I  realized  they  were  as  per- 
sonally involved  as  I  was.  To 
work  that  hard  and  that  fast 
you'd  have  to  be. 

"It's  not  only  the  numbers," 
Will  firmly  advised. 

"Venture  people  want  to  see 
smart  management  decisions 
reflected  in  the  document." 

Thanks  to  Will  and  the  people 
at  Arthur  Young,  on  the  twenty- 
sixth  of  December  they  saw 
just  that. 

If  you  would  like  help  with 
your  business  plans  or  informa- 
tion about  our  other  services, 
call  us  at  800-621-6494. 
Arthur  Young.  Personal 
advisors  to  business. 
Accounting,  auditing,  tax, 


ufi.  flvt^NP)  financial  and  management 


consulting. 


We  take  business  personally.   ►*  x  uC^ 
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You  can  also  add  otlxr  printers  besides  LaserWriter 
to  The  Macintosh  Office  Including  our  stand  alone 
ImageVCriter  pnnter  you  see  here,  as  /cell  as  letter- 
l.  quality daisyiclxel printers  you  don't see here. 


The  LiserWriter printer  has  its  own  built  in 
type  styles  ana  sizes,  and  it  can  be  shared 


In'  everyone  in  The  Macintosh  Office 


Right  mm:  IBM  PCs  can  use  our  new 
IjiserVCriter  {muter  Later  this  year,  tiv'll 
be  introducing  llx  typleTalk  ami  thai 
fits  into  an  IBM  PC.  allowing  it  hi  tnule 
information  tilth  Macintosh  and  access 
file  sen  m.  As  u  vll  as  sen  e  as  a  galea  wi 
between  the  IBM  PC  network  mid  our 
fyplv'Hdk  network 


The  AppleLine  protocol  com  'erhr  wis 
you  talk  directly  to  your  mainframe 
via] 2  I) emulation 


Our  entry  level  workstation  in  The  Macintosh 

Office  is,  naturally  enough,  the  Macintosh  128K. 


*  Manufacturer's  suggested  retail  price  ©  1985  Spple  Computer.  Inc  Apple,  the. Apple  logo.  AppleTalk  and  ImageWiier  are  trademarks  of. Apple  Computer,  lite  Macintosh  ls  a  trademark 
licensed  topple  Computer.  Im  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation  ThinkTank  is  a  trademark  of  Living  Videotex!  Inc  (azz  and  Lotus  are  trademarks  of  lotus 
Development  Corporation.  IBM  is  a  registend  trademark  of  International  Business  Machines  Corporation  For  an  authorized  Apple  dealer  nearest  you  call  (800)  538-9696. 

In  Canada  call (800)  268-7796  <»■  (800)  268-7637. 
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lacintosh  Office 

idd  is  people 


|  Macintosh  XL,  up  to  a  fall 
megabyte  ofRW  and  a 
built-in  10MB  hard  disk 


The  AppleTalk  Personal  Network  lets  you  connect 
up  to  32  members  of  The  Macintosh  Office  for  an 
extremely  low  cost. 


The  cornerstone  ofTlx  Macintosh 
Office  is  our  512K  Macintosh, 
equipped Ixre  uith  an  external  disk 
drive  and  numeric  keypad. 


No,  not  computer  systems  people  to 
help  you  design  it.  Or  computer  experts  to 
show  you  how  to  use  it. 

But  the  kind  of  people  who  already 
make  up  most  of  your  office. 

Managers  and  professionals.  People 
who  spend  most  of  their  time  selling  prod- 
ucts, services  or,  most  importantly,  ideas. 

Because,  unlike  traditional  office 
computer  solutions,  we  didn't  design  The 
Macintosh™Office  around  a  mainframe. 
We  designed  it  around  an  idea. 

The  idea  that  people,  not  main- 
frames, are  the  most  important  informa- 
tion centers  in  an  office.  And  that  most 
things  in  business  are  really  accomplished 
by  teams  of  5  to  25  people  who  need  to 
share  information  with  each  other.  What 
we  call  the  workgroup. 

That's  why  we  put  Macintosh  at  the 
heart  of  The  Macintosh  Office.  Its  powerful, 
32-bit  technology  reduces  the  time  it  takes 
to  become  productive  with  a  computer 
from  well  over  a  work  week,  to  just  under 
a  lunch  hour. 

For  the  first  time,  the  people  who 
could  really  use  a  computer— managers 
and  professionals— had  a  computer 
they  could  really  use.  In  their  choice  of 
sizes:  Macintosh  128K,  Macintosh  512K 
and  Macintosh  XL. 

Then  we  designed  a  network  solution 
for  workgroups  of  5  to  25.  Instead  of  build- 
ings of  500  to  2,500. 

We  call  it  the  AppleTalk™  Personal 
Network.  It's  as  easy  to  hook  together  as  an 
extension  cord.  And  almost  as  cheap. 
Less  than  $50*  a  desk,  versus  up  to  $1,200 
for  a  typical  network  system. 

Since  the  number  one  product  of 
business  is  still  paper,  we  found  a  way  to 
make  every  sheet  count.  A  breakthrough 
in  printed  communications  called  the 
LaserWriter  printer.  It  produces  publication- 
quality  text  and  graphics.  Making  your 


presentations,  reports  and  overheads 
more  persuasive. 

We've  even  found  a  way  for  The 
Macintosh  Office  to  share  offices  with  IBM® 
An  AppleTalk  card  that  slips  into  an  IBM 
PC,  allowing  it  to  trade  information  with 
Macintosh  and  access  file  servers. 

Third  party  developers  are  also  work- 
ing on  The  Macintosh  Office.  Next  month, 


Arch  News 


Museum  o(  A  nth  topology.  Robion 
Squue/The  Law  Couiu,  01  any  of  a 


leiht  layperson  may  no! 


iegrwi  and  virtual!? 


Our  LaserWriter  produces 
publication  quality  text  and  graphics. 

they'll  be  offering  shared  storage  devices 
that  let  your  workgroup  share  information. 
And  they're  writing  a  whole  new  genera- 
tion of  business  software  to  go  along  with 
the  350  programs  Macintosh  already  runs. 
Including  Microsoft®  Word,  ThinkTank™ 
512  and  the  new  Jazz™  from  Lotus® 

Now,  there's  only  one  more  thing  we'd 
like  to  add  to  this  ad:  call  800-446-3000. 

We'll  tell  you  how  to  get  everything 
you  need  to  turn  your  office  into  a 
Macintosh  Office. 

People  not  included. 


Pan  Ams 
Million  Dollar 

Baby. 

Pan  Ams  Putting  A  Million  Dollars  Into  Every  747  We  Fly 
To  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 
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The  money's  going  for  spacious  six-across 
seating,  with  wide  new  seats  and  more 
legroom  than  many  airlines  offer  in  First  Class. 

For  huge  new  overhead  bins  five  times 
larger  than  before,  with  room  for  190  pounds 
of  luggage  or  several  garment  bags  laid  out  flat. 

For  a  new  state-of-the-art  video  system 
that  provides  bigger,  brighter,  clearer  movies. 
For  comfortable  new  electronic  stereo  headsets 
specially  designed  for  high  altitude  hi-fidelity. 

For  a  gracious  new  international  meal 
service  created  by  12  famous  chefs,  and  much, 
much  more. 

It's  Pan  Am's  new  Clipper®  Class.  And  a 
million  dollars  says  it's  the  business  class  to  beat. 

Pan  Ams  New  Clipper  Class. 
You  Cant  Beat  The  Experience? 


^ 
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Artistically,  it's  not  that  far  from  The  Little 
Rascals  to  Wheel  of  Fortune.  But  for  King 
World,  this  years  hot  TV  syndicator,  the 
bottom  line  is  an  art  unto  itself 

[        The  other 
green  revolution 


By  Jeffrey  A.  Trachtenberg 

It's  no  secret  that  television  syn- 
dication stocks  are  hot  and  that 
King  World  Productions,  which 
went  public  last  December  at  $10  a 
share  and  has  almost  tripled  since,  is 
the  hottest.  But  understanding  how 
the  money  grows  is  a  lesson  in  the 
new  TV  economics,  a  sort  of  "green 
revolution." 


King  World,  a  little  New  Jersey 
company,  is  a  good  example  of  this 
change.  For  20  years  King  World, 
founded  by  the  late  Charles  King  and 
family,  struggled  to  sell  reruns  such  as 
77?e  Little  Rascals.  King  World  bought 
the  distribution  rights  and  leased 
them  to  TV  stations — that's  called 
syndication — but  there  is  only  so 
much  money  in  The  Little  Rascals.  In 
1983  King  World  made  a  deal  with 


tuart  Hersch  of  King  World 

low  long  before  Wheel  of  Fortune  turns? 


Merv  Griffin,  the  TV  talk  show  host 
and  producer,  to  syndicate  Merv's 
game  show,  Wheel  of  Fortune.  Merv,  a 
busy  man,  makes  an  average  of  two 
Wheels  every  day.  One  runs  on  NBC 
during  the  day,  and  the  other  is  syndi- 
cated by  King  World  for  evening. 

Other  syndicators  had  trouble  sell- 
ing Wheel,  but  the  King  team  tried 
harder,  finding  59  stations  to  carry  it. 
Station  licensing  fees  were  soon  re- 
turning $32,700  per  episode.  At  a  syn- 
dicator's  typical  cut  of  33%,  King 
World  earned  $10,800,  and  Merv  took 
the  remainder. 

When  the  show  became  a  hit,  other 
stations  wanted  it,  too,  and  then  the 
dollars  grew.  For  the  September  1984- 
85  season,  Wheel  is  on  181  stations. 
Hot  stuff.  King  World  raised  its  fees 
for  each  show,  charging  an  aggregate 
of  $92,000  per  episode,  up  from  that 
$32,700  the  year  before.  There  are  260 
episodes  each  year,  including  65  re- 
runs, which  means  King  World  will 
receive  33%  of  $23.9  million,  or  $7.9 
million. 

Because  W/jeel  of  Fortune  is  number 
one  in  syndication,  King  World  also 
insisted  on  one  30-second  spot  to  sell 
to  advertisers.  That  spot  was  worth 
$50,000  per  episode,  or  $11  million 
after  advertising  commissions.  Sub- 
tract Merv  Griffin's  cut,  and  King 
World  earned  $3.6  million.  King 
World's  total  earnings  this  season  on 
Wheel:  $11.5  million,  against  $2.8  mil- 
lion a  year  earlier. 

It  gets  better.  Because  Wheel  re- 
mained number  one,  King  World 
raised  the  rates  for  1985-86.  Now  the 
show  returns  $135,000  per  episode,  or 
$11.6  million  after  Merv's  cut.  And 
King  World  is  taking  two  30-second 
spots,  valued  at  $140,000  for  the  pair. 
This  means  $10.2  million  after  the 
agencies  and  Merv,  or  $21.8  million  in 
total  revenues,  against  $11.5  million 
this  season. 

King  World  last  September  began 
syndicating  another  Merv  show,  Jeop- 
ardy! King  World  makes  about  $5  mil- 
lion from  its  260  episodes  after  adver- 
tising commissions  and  Merv.  Jeopar- 
dy! is  also  a  big  hit,  so  King  World  has 
raised  its  rates  for  1985-86  and  figures 
to  earn  about  $12.7  million  after  ad- 
vertising commissions  and  Merv. 

Now  that  game  shows  are  back, 
King  World  is  syndicating  Merv's  new 
Headline  Chasers  for  next  fall.  Its  cut 
should  total  $6.7  million.  King  World 
has  also  agreed  to  syndicate  yet  an- 
other Merv  show,  Word  Busters. 

The  end  result:  King  World's  sales 
and  earnings  for  the  first  six  months 
of  fiscal  1985  (ending  Aug.  31)  have 
already  topped  last  year's  sales  of  $29 
million  and  earnings  of  $3.4  million. 
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The  Industrial  Evolution 

of  Puerto  Rico  works  because 

the  people  of  Puerto  Rico 

get  things  done. 


The  people  of  Puerto  Rico  set 
out  to  make  a  showcase  for 
democracy  in  the  Caribbean 
and  the  "ideal  second  home 
for  American  business!' 

And  they  did  it  with  a 
combination  of  incentives,  ini- 
tiative and  dedication  to  long 
range  planning. 

They  built  the  best  infra- 
structure in  the  Caribbean. 
Improved  transportation, 
communications  and  utilities. 

They  became  skilled 
workers,  with  good  edu- 
cations and  excellent  health 
facilities.  Annually,  over 
150,000  students  are  enrolled 
in  Puerto  Rico's  colleges  and 
universities,  60, 000  in  tech- 
nical/vocational schools.  And 
improved  health  care  has 
helped  raise  the  average  life 
expectancy  from  46  in  1940 
to  74  today. 

Their  technical  training 
is  extensive.  And  their  man- 
agerial skills,  impressive. 

Their  ability  to  meet  the 
needs  of  manufacturers  is  out- 
standing. Every  working  day, 
bilingual  skilled  workers  are 
operating  advanced  manufac- 
turing and  precision  testing 


equipment  in  Puerto  Rico 
Of  the  2300  manufac- 
turing plants  in  Puerto  Rico, 
1500  are  Mainland  subsid- 
iaries. 93%  of  their  supervi- 
sors and  managers  are  from 
Puerto  Rico. 

The  people  of  Puerto 
Rico  can  get  things  done  for 
your  company,  too. 

Our  Economic  Devel- 
opment Administration  will 
be  pleased  to  consult  with 


you  personally.  Call  (800) 
223-0699;  in  New  York  State, 
(212)  245-1200,  or  our  re- 
gional offices  in  Atlanta, 
Boston,  Chicago,  Dallas,  Los 
Angeles  and  San  Francisco. 
Or  write  Puerto  Rico  Industrial! 
Development,  Dept.  FB-36, 
1290  Avenue  of  the  Americas, 
New  York,  N.Y.  10104. 

<b  1985  Puerto  Rico  Economic  Development  Administration. 


The  Industrial  Evolution  of  the  Commonwealth  of  Puerto  Rico. 
The  American  success  story  in  the  Caribbean. 

Amessagefrom  the  Economic  Development  Administration  of Puerto Rico. 
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Foi  the  full  year,  Stuart  Hersch,  chief 
operating  officer,  expects  sales  of  $70 
million  to  $80  million  and  earnings  of 
about  $10  million,  or  $1.90  to  $2  per 
share,  compared  with  73  cents  a  share 
the  year  before. 

When  will  it  end?  When  viewers  get 
tired  of  Merv  Griffin's  game  shows. 
Station  owners  think  that  might  be  in 
about  three  years,  considering  the  av- 
erage interest  span  of  a  game  show 
watcher. 

That's  the  green  revolution.  Syndi- 
cation has  grown  to  a  $1  billion  indus- 
try today,  chiefly  because  of  two  fac- 
tors. First,  the  proliferation  of  inde- 
pendent television  stations — 80  at  the 
end  of  1975,  about  220  today.  Second, 
the  speed  with  which  networks  kill 
new  shows  that  fail,  thereby  limiting 
the  supply  of  series  with  enough  epi- 
sodes on  tape  to  be  worth  syndicating. 

This  creates  an  opportunity  for  in- 


flow the  money  grows: 
King  World  first  syndicated 
Wheel  of  Fortune  in  1983  to 
59  TV  stations  paying 
$32,700  per  episode;  King 
(World  kept  $10,800.  Next 
'fall  the  price  is  $135,000 
per  episode,  plus  $140,000 
in  commercials.  King 
World  keeps  $84,000. 


^dependent  producers  large  and  small. 
jjSyndicators  take  those  shows  and  sell 
(jthem  to  the  television  stations,  ac- 
cepting cash,  or  air  time,  or  cash  plus 
tjair  time,  in  return.  Syndicators  then 
bell  that  television  air  time  to  the  big 
^advertising  agencies,  minus  15% 
commission. 

Compared  with  the  $19.1  billion 
generated  last  year  by  network,  na- 
tional spot  and  local  station  sales, 
fihyndication  is  still  a  small  business. 
I3ut  it's  growing.  What  happens  when 
I:he  Wheel  of  Fortune  slows  down? 
i#ell,  King  World  also  owns  the  an- 
cient Sherlock  Holmes  and  Charlie  Chan 
■movie  series.  It  has  cut  a  deal  with  a 
Japanese  animation  house  to  syndi- 
cate cartoons.  And  the  company  may 

.oon  begin  buying  television  stations 
with  its  excess  cash. 
\  Merv  isn't  likely  to  syndicate  his 
mvm  shows,  either.  "We've  got  a  good 
Bjnarriage  with  King  World,"  says  Rob- 
ert Murphy,  executive  vice  president 
>>>f  Merv  Griffin  Enterprises. 
\\  No,  Wheel  of  Fortune  isn't  art,  but 
<  oday  it  sells.  King  World's  luck  could 

nd  when  it  moves  out  of  the  game 
•how    business.    The    thing    about 

/heels  of  fortune,  in  any  case,  is  that 

hey  turn.    ■ 
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Fly  now  as  the  crow  flies, 


-■:%¥. 


Your 

Jet!j|p 

Executive  Shuttle^ 

Fly  now  point  to  point. 

The  Jetstream  31  saves  your  busiest 
managers  from  unproductive  ground  trans 
portation  and  big  airport  delays.  Puts  them  on 
the  spot  faster  for  plant  inspections,  and  face-to-face 
customer  or  supplier  meetings. 

This  big,  rugged  turboprop  has  real  walkaround  headroom. 
A  dozen  executives  are  able  to  work  in  a  cabin  built  for  19 
Quiet,  comfortable,  pressurized,  cost-effective— the 
Jetstream  31  is  airline-proven. 

For  more  information,  call  British  Aerospace  corporate 
turboprop  sales,  703/435-9100. 

BRITISH  AE/90SRACE 

British  Aerospace,  Inc.  Offices  in  North  America: 

Washington,  DC  •  Wilmington,  DE  •  New  York  •  Chicago 

Houston  •  Los  Angeles  •  Montreal  •  Mexico  City 


NOWS 
THETJMETO 
TURNOVER 
ANEW  LEAF 
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Canada's  Maple  Leaf 

THERE  IS  NO  SUBSTITUTE  FOR  PURITY 

Call  800-331-1750  for  the  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  8LX)-343-43(X).  Ask  for  Operator  ft  985. 

I      ininO  %■#    Royal  Canadian     Monnate  royale 

\  .  -r  1 1  If  I  *  I  f  I  W»      ■'    ■  canad.enne 
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Which  Information  Technology  company 

just  introduced  major  new  systems  in  all  thrc 

key  areas  of  information  management? 


For  your  ini or  matio 


» 


c  1985  Harris  Corporation.  Melbourne.  Florida  32919 


formation  has  become  the  pri- 
ary  resource  in  many  businesses. 
id  with  the  convergence  of  data 
ocessing,  office  automation  and 
mmunications,  companies  are 
)king  for  workable  ways  to  inte- 
ate  diverse  products  in  these  areas 
to  more  efficient  Information 
anagement  Systems.  Many  ven- 
•rs  have  expertise  in  one  or  two  of 
ese  areas.  But  Harris  is  able  to  pro- 
le product  solutions  in  all  three. 

iree  new  solutions  to  your 
formation  management 
ioblems. 

irris  has  introduced  major  new 
[stems  covering  all  of  these  three 
ly  areas.  They  represent  leadership 
llutions  to  the  important  current  needs 
rincreased  work-group  productivity  and 
Iver communication  costs.  And  they  are 
|.o  designed  for  connectivity  to  other  Harris 
Id  non-Harris  products.  Because  we  are 
Ummittedtoprovidingourcustomerswith 
L  integrated  Information  Management 
■stems  they  will  require. 

!:|>ta  Processing. 

lie  Harris  9300  work-group  system  is 
tsigned  to  address  the  proliferation  of 
Irsonal  computers  in  business.  It  increases 
i  Sessional  work-group  productivity  by 
lerconnectinglBM  PCs,  Harris  PCs  and 
ninframe  terminals  in  an  integrated  data, 
fcand  resource-sharing  network.  Multiple 


9300  systems  can  be  interconnected  through 
the  HarrisNet  local  area  network  to  form  very 
large  corporate  networks. 

Office  Automation. 

The  Lanier  Concept  6000  office  automation 
system  adds  a  powerful  new  dimension  to 
<  iffice  productivity.  It  can  connect  a  variety  of 
Lanier  workstations  and  mini-network  con- 
trollers so  that  files,  documents  and  system 
resources  can  be  shared  with  in  a  work  group 
for  data  processing,  personal  computingand 
word  processing  tasks.  Multiple  Concept  6000 
systems  can  be  connected  via  the  HarrisNet 


network  to  accommodate  more 
than  1000  workstations. 

Communications. 

The  Harris  20-20  integrated 
network  switch  is  a  fourth  gen- 
eration system  which  can  cut 
voice  and  data  communication 
costs  by  up  to  30  percent. 
It  reduces  the  numberof  dedi- 
cated or  private  lines  required 
in  a  network,  while  maintaining 
direct  desk-to-desk  dialing 
functionality.  The  system  auto- 
matically establishes  optimum 
communication  routes  that  use 
supercarriers,  tie  lines,  WATS 
and  private  lines  to  their  best 
advantage. 

Leadership  in  Information 
Technology. 

Harris  has  been  at  the  leading  edge  of 
Information  Technology  for  more  than 
25  years, servingcompanies  across  the 
nation  and  governments  around  the  world. 
We  have  one  of  the  most  comprehensive  lines 
of  Information  Management  Systems 
products  in  the  business.  And  our  worldwide 
sales  last  year  totaled  $2  billion. 

To  learn  more,  contact  Harris  Corporation. 
Dept.  531 ,  Melbourne,  FL  32919. 
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r  name  is  Harris. 


Think  the  new  free-trade  agreement  with 
Israel  is  merely  a  "unique  experiment"?  It's 
more  likely  a  pilot  study  in  a  far  more 
ambitious  free-trade  strategy. 

The  meaning  of 

tomatoes  at 

$2.99  a  pound 


By  Hesh  Kestin 


Israeli-grown  tomatoes  on  sale  in  Neti'  York  last  month 
Even  at  that  price,  enough  to  cause  anxiety  in  Florida. 


Candidates  for  the  doctoral  de- 
gree in  international  trade, 
please  be  seated.  Your  question 
for  today:  What  is  likely  to  happen 
when  a  $3  trillion  economy  negoti- 
ates a  free-trade  area  with  a  tiny  coun- 
try so  poor  you  could  subtract  its 
GNP  from  IBM's  gross  sales  and  buy  a 
good  piece  of  Wall  Street  with  the 
change?  Choose: 

a.  The  giant  will  swamp  its  tiny 
partner  with  mass-produced  goods, 
stunting  its  economic  growth. 

b.  With  salaries  less  than  half  those 
in  the  large  country,  the  itty-bitty  wil 
hitch  this  advantage  to  its  own  con 
siderable  technological  skills  so  as  tc 
make  serious  inroads  into  its  part 
ner's  vast  markets,  thus  displacing  lo 
cally  produced  goods. 

c.  Both  of  the  above. 

d.  None  of  the  above. 
Academic?  Hardly.  The  U.S.  and  Is 

rael  are  on  their  way  to  just  such  ; 
deal,  an  unprecedented  one  providing 
for  staged  mutual  tariff  reductions  t( 
zero  over  ten  years.  Alas,  beyond  thf 
banalities  coming  out  of  Washingtor 
and  Jerusalem  ("mutually  advanta. 
geous,"  "highly  favorable,"  "uniqur 
experiment"),  unofficial  Washingtoi 
and  Jerusalem  see  the  treaty  as  havin? 
less  to  do  with  Israel  than  with  a  slev 
of  other  nations. 

Having  had  little  luck  in  negotiat 
ing  multilateral  tariff-dropping  agree 
ments,  the  U.S.  has  sensibly  decide^, 
to  try  it  one  nation  at  a  time.  Bui 
Israel? 

The  choice  of  this  tiny  country 
with  which  the  U.S.  has  always  had 
trade  surplus,  turned  more  on  U.5 
political  considerations  than  on  any 
thing  else.  With  unions,  trade  organ) 
zations  and  other  special  interest- 
poised  to  pressure  Congress  againsi 
any  tariff  reductions  that  might  affec 
U.S.  industry,  finding  the  countr 
with  which  to  set  a  precedent  becam 
central.  In  the  words  of  Ken  Crerar, 
lobbyist  for  the  shoe  industry:  "If  the 
were  going  to  start  with  any  countr 
it  had  to  be  Israel." 

Canada  perhaps  could  be  next,  fo 
lowed  by  the  ASEAN  countries  anc 
ultimately,  a  similar  treaty  with  tb 
most  rigorously  protected  market  ( 
them  all,  Japan. 

So  far,  so  good — except  that  Toky 
may  learn  some  new  lessons  on  ho 
to  reduce  trade  barriers  without  n 
ducing  them. 

Will  the  U.S.  be  able  to  sell  more  t 
Israel  after  tariffs  have  been  abo 
ished?  If  Israel's  record  with  the  Eun 
pean  Economic  Community  is  any  ii 
dication,  the  answer  is:  probably  nc 
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Tariffs  were  supposed  to  be  reduced 
on  a  mutual  basis,  starting  from  1975, 
to  a  zero  total  in  1989,  and  they  have 
been.  But  a  George  Washington  Uni- 
versity economist  named  Joseph  Pelz- 
man  has  been  in  Jerusalem  for  the 
past  nine  months  turning  a  computer 
loose  on  the  3,363  items  on  Israel's 
tariff  schedule.  He  has  discovered  that 
despite  the  reductions  on  customs  du- 
ties, Israeli  consumers  are  getting  lit- 
tle good  from  it.  A  hidden  tariff  on 
Common  Market  goods  exists,  says 
Pelzman,  based  on  the  TAMA  rate  by 
which  the  government  values  an  item 
for  purchase  tax.  "It's  methodical," 
Pelzman  says.  "They've  increased 
purchase  taxes  as  they've  lowered  tar- 
iffs. The  price  to  the  consumer  has 
not  in  the  main  changed." 

U.S.  negotiators  concluded  their 
agreement  with  Israel  knowing  full 
well  how  the  TAMA  game  works.  But 
Nancy  Adams  of  the  U.S.  team  puts  it 
in  an  American  perspective:  "We're 
convinced  that  we  are  not  disadvan- 
taged more  than  Israeli  producers  by 
this  mechanism — it  doesn't  affect  us 
more  than  anyone  else."  True,  but 
that  adds  up  to  a  strangely  one-sided 
mutual  customs  reduction.  One  well- 
placed  Israeli  official  was  disarmingly 
frank  about  it.  "TAMA  is  a  replace- 
ment for  customs,"  he  said.  "There  is 
no  intention  of  getting  rid  of  it." 

This    is    the    precedent?    Perhaps 
worse,  only  about  20%  of  Israel's  im- 
ports originate  in  the  U.S.  Free  Trade 
i  Area  or  no,  the  Israeli  shekel  is  dollar- 
i  linked.   European  goods  are   simply 
cheaper. 

So  much,  doctoral  candidates,  for 
i  answer  a.  But  what  of  b?  Won't  a  zero 
i  tariff  rate  encourage  Israeli  exports  to 
j the  U.S.?  Reality  strikes  again:  Last 
3  year  some  95%  of  Israel's  exports  en- 
tered the  U.S.  duty-free  anyhow. 

Working  out  of  a  crowded  office  at 
6  the  Hebrew  University,  where  he  is 
!  on  sabbatical,  Joe  Pelzman  recently 
v.fed  his  computer  information  from 
;  1983,  when  Israeli  sales  to  the  U.S. 
i  weighed  in  at  $1.25  billion,  and  asked 
jit  to  crunch  out  a  projection  for  how 
(much  more  Israel  would  have  sold 
jhad  tariffs  been  eliminated  entirely. 
jThe  answer:  a  measly  $15  million. 
i"No  big  deal,"  says  Pelzman. 

Even  without  tariff  reductions,  Is- 
raeli exports  to  the  U.S.  have  more 
;than  doubled,  from  $749  million  in 
U979  to  $1.6  billion  in  1984.  What's 
more,  Rami  Gutt,  who  directs  the 
highly  efficient  Israel  Export  Insti- 
tute, sees  exports  to  the  U.S.  doubling 
again  in  the  course  of  three  or  four 
■years,  with  special  growth  in  frozen 
and  processed  food,  high-tech  and  ag- 
ricultural equipment,  and  none  of  the 


growth  cutting  into  present  export 
levels  to  Europe.  Gideon  Patt,  the  Is- 
raeli minister  who  handled  much  of 
the  FTA  negotiations,  remains  con- 
cerned that  Israel,  with  a  population 
of  just  4.4  million,  will  soon  face  a 
shortage  of  9,000  engineers  and 
15,000  technicians. 

The  boom  in  exports  to  the  U.S.  has 
at  least  three  causes.  First,  sales  to 
Europe,  Israel's  traditional  market, 
are  worth  less  and  less  as  the  Com- 
mon Market  currencies  continue  to 
slide.  Second,  Israel's  hottest  products 
are  high-tech  or  luxury  goods,  for 
which  the  U.S.  is  to  the  rest  of  the 
world  as  Neiman-Marcus  is  to  the 
A&P.  Third,  and  perhaps  most  impor- 
tant in  the  long  run,  the  country's 
coming  managerial  generation  is 
trained  not  in  Europe  but  in  the  U.S., 


with  firsthand  knowledge  of  the  U.S. 
market. 

Israeli  businessmen  have  catapult- 
ed an  Israel  with  no  natural  resources, 
little  water  and  a  permanently  war- 
battered  economy  into  a  country  that 
now  exports  more  goods  per  capita 
than  Japan.  A  land  that  at  indepen- 
dence in  1948  couldn't  feed  itself  has 
become,  in  but  one  example,  the 
world's  largest  exporter  of  avocados. 

Israel's  capabilities  in  agriculture 
are  clearly  making  some  U.S.  growers 
anxious.  Israelis  say  that  such  fears 
are  overblown.  Yes,  40%  of  Israel's 
produce  goes  to  export,  they  say,  but 
90%  of  that  goes  to  Europe  and  less 
than  5%  to  the  U.S.  And  the  cost  of  air 
shipment  from  Tel  Aviv  to  New  York 
via  jumbo  jet  is  $1,100  a  ton,  perhaps 
six  times  the  cost  from  Los  Angeles  to 


Loading  Israeli  flowers  at  Ben-Gurion  Airjyort 

Hardly  a  threat  to  the  V.S.,  and  a  great  opportunity  for  Israel. 
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'Given  a  market . . ." 


W'  ith  limited  arable  land  and  no  water  to  spare,  can 
Israel  expand  its  agriculture?  In  terms  of  area  un- 
der cultivation,  not  much.  But  a  visit  to  farmer  Hal 
Wrobel's  11 -acre  empire  in  north-central  Israel  pro- 
vides a  clue  to  what  may  be  in  store.  Even  there,  small 
as  it  is,  there  is  potential. 

Wrobel,  a  39-year-old  former  student  of  English  lit- 
erature, supports  his  family  of  five  (his  wife  works  as  a 
teacher)  by  raising  bees,  avocados,  olives  and  kum- 
quats,  plus  the  occasional  field  crop,  on  a  farm  not 
much  larger  than  a  U.S.  farmer's  garage.  By  working  a 
seven-day  week,  Wrobel  has  become  a  specialist  in  five 
highly  technical  export  branches  and  says  that  he  is 
ready  to  learn  a  new  specialty  tomorrow  if  there  is  a 
market. 

Wrobel  is  unhappy  about  continuing  to  sell  to  Eu- 
rope, where  the  currency  slide  is  eroding  his  profits.  In 
order  to  protect  himself  from  losses  on  marginal  crops, 
he  uses  only  half  his  10,000-cubic-meter  water  allot- 
ment. A  quarter  of  his  land  is  fallow.  "I  don't  believe 
any  of  the  60  families  here  is  using  all  its  water,"  he 
says,  "but  we  would — given  a  market." 

The  U.S.?  He  smiles  over  a  beard  no  bee  could  sting 
through.  "I  understand  we're  beginning  to  sell  honey 
there  this  year." — H.K. 


Farmer  Wrobel  and  his  avocados 

Water  enough  to  expand,  (f  there  is  a  reason. 


New  York  via  truck. 

But  Israelis  also  know  that  anxiety 
dies  hard.  Witness  what  Arie  Zaef,  in 
charge  of  export  for  Israel's  agricul- 
ture ministry,  calls  with  arch  over- 
statement "the  great  tomato  war." 

In  recent  months  Agrexco,  an  Israe- 
li marketing  co-op  half-owned  by  the 
government,  has  airlifted  more  than 
1,000  tons  of  ripe-picked  tomatoes  to 
New  York  and  promoted  them  in  four 
full-page  ads  in  the  New  York  Times. 
Selling  at  up  to  $2.99  a  pound,  three 
times  the  price  of  green-picked,  Flor- 
ida-grown fruit,  the  tomatoes  disap- 
peared off  supermarket  shelves  so  fast 
that  Florida  growers  panicked. 

"The  Jewish  government  has  begun 
dumping  tomatoes,"  they  told  the 
press,  and  came  down  hard  on  Agrex- 
co's  advertising  for  "dredging 
up  .  .  .  the  Holocaust"  by  alluding  to 
Florida  tomatoes  being  "gassed"  and 
"crammed  into  semis.  ..."  Agrexco, 
evidently  having  its  own  anxieties, 
counterattacked  with  charges  of  anti- 
Semitism.  Most  Israelis  calmly  won- 
dered what  the  fuss  was  about. 

"If  you  bring  in  something  with  a 
genuine  taste,  is  that  threatening  the 
Florida  industry?"  asks  Yael  Artzi  of 
the  Export  Institute.  "We're  selling 
special  tomatoes  to  the  kind  of  people 
willing  to  pay  a  special  price.  Any- 
way, if  we  exported  all  our  fresh  toma- 
toes, it  wouldn't  feed  New  York." 

Israel,  in  any  case,  is  becoming  in- 
creasingly aware  that  a  vast  U.S.  mar- 
ket for  luxury  and  specialty  produce 
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exists.  Yahalomah  Shehory  of  the  Is- 
raeli embassy  in  Washington  says,  "It 
may  be  our  fault  we  haven't  devel- 
oped it.  We  haven't  begun  to  scratch 
the  surface."  To  that  end,  Israel  is  air 
freighting  deluxe-quality  produce  to 
Chicago  and  Montreal. 

The  free-trade  agreement  with 
Washington  now  in  prospect  provides 
one  specific  advantage  for  Israeli  agri- 
culture: The  agreement  is  permanent, 
so  that  long-range  plans  can  be.  made 
to  develop  new  strains  without  fear 
that  crippling  tariffs  will  be  imposed 
on  those  varieties  years  hence  as  they 
begin  to  bear  commercial  fruit.  Israeli 
planners  are  looking  closely  at  mar- 
kets U.S.  growers  don't  normally  no- 
tice, such  as  organic  vegetables  and 
specialty  herbs  and  spices,  and  are 
considering  processing  one  of  the 
strangest  vegetables  known  to  man,  a 
squash  that  transmogrifies  itself  into 
spaghetti,  for  the  dietetic  crowd. 

It's  in  processed  foods,  where  agri- 
culture and  industry  meet,  that  Israeli 
goods  may  make  their  biggest  score  in 
the  U.S.  Of  the  five  agricultural  goods 
that  a  classified  U.S.  government 
study  cites  as  having  a  possible  "ad- 
verse impact"  on  American  produc- 
ers, four  are  processed  foods.  (The 
fifth  is  roses.)  Chief  among  these  is 
processed  tomatoes,  about  which  sub- 
ject a  U.S.  Department  of  Agriculture 
official  simply  rolls  his  eyes.  "If 
they're  doing  well  with  the  14%  duty, 
how  will  they  do  without  it?"  he  asks. 
"They've  already  got  19%  of  the  im- 


port market." 

In  Israel  the  Export  Institute's  Artzi 
sees  it  differently.  "One  Campbell  or 
Heinz  facility  is  bigger  than  all  22 
Israeli  plants.  U.S.  importers  come  to 
us  for  specialties  no  American  firm 
would  bother  with.  We  do  diced  toma- 
toes for  an  especially  high-quality  to- 
mato sauce — we'd  do  triangled  toma- 
toes if  they  wished,  or  little  tomatoes 
cut  into  rounds.  It's  small  by  U.S. 
standards  but  sufficient  for  us."  Deal- 
ing this  way  in  defined  market  seg- 
ments, she  sees  Israeli  potential  "in 
our  ability  to  develop,  cultivate  and 
process  products  beyond  the  routine." 
In  processed  specialty  food,  she  be- 
lieves, "we  can  double  our  exports 
immediately." 

For  all  that,  Israel  is  only  a  wit 
bigger  than  Massachusetts,  its  popu- 
lation is  just  under  two-thirds  New 
York  City's,  and  its  share  of  the  U.S. 
import  market  is  less  than  one-half  of 
1%.  Hardly  a  threat  to  the  U.S.,  but  a 
great  opportunity  for  Israel — if  it  can 
pull  up  its  socks  and  get  to  work. 

This  may  already  be  happening.  A 
classified  U.S.  report  on  the  Free 
Trade  Area's  likely  effects  on  Ameri- 
can producers — a  document  guarded 
like  a  military  secret  in  Washington — 
could  be  found  the  other  day  just 
where  it  was  not  intended  to  be.  In 
Jerusalem.  To  doctoral  students  in  in- 
ternational trade,  this  kind  of  aggres- 
sive intelligence-gathering  may  be  of 
more  than  incidental  interest ...  es- 
pecially if  they  are  Japanese.  ■ 
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An  ancient  proverb?  Nope.  Just 

nple  adage  describing 

wise  use  of  your  money. 

icially  in  today's  economy. 

Leasing  a  new  General 

Drs  car  or  light  truck  can 

•  substantial  advantages 

any  individuals. 

antages  like  letting  you 

» more  of  your  money. 

t's  because  you  don't  need 

Jijor  down  payment  with 
\C  leasing. 

Leasing  can  help  lower 
thly  payments  because  you 
determine  the  cost  of  the 
:le.  You  help  decide  the  price, 
iptions  you  want  and  how  long 
jase  will  run.  Generally  a  longer 
:  means  lower  payments. 


So  GMAC  lets  you  select  the 
term— depending  on  your 
needs. 

When  you  lease,  you  get 
exactly  what  you  pay  for.  Leas- 
ing a  car  is  just  like  renting  any 
other  piece  of  equipment.  If 
you  need  a  vehicle  for  two  or 
three  years,  that's  what  your 
lease  payment  will  be  based 
on— that  portion  of  the 
vehicle's  value  you're  actually 
using,  plus  normal  lease 
financing  costs,  license 
and  title  fees  and  taxes. 
If  you'd  like  to  know  more 
about  the  advantages  of 
leasing,  ask  your  GM  Dealer, 
for  a  copy  of  "LEASING. 
Easy  for  Everyone'.' 


It's  a  free  information  guide  from 
GMAC.  You  may  be  surprised  just 
how  easy  and  profitable  leasing 
your  next  GM  car  or  light  truck 
can  be  for  you. 

Leasing 

is  as  easy  as... 


IEVR0LET  •  PONTIAC  •  OLDSMOBILE  •  BUICK  •  CADILLAC  •  GMC  TRUCKS 
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To  be  continued:  Since  pioneering  the  intercom 
idea  fifty  years  ago,Contel's  Executone®  company 
has  been  a  major  telecommunication  force  in  the 
Great  Office  Evolution  of  our  times.  Tod  ay,  as  the 
only  nationwide  business  phone  company  that's 
not  'broken  up/  Executone  leads  in  offering  the 
most  flexible  range  of 


business  phone  systems. 
With  over  200  distribution  and  service  locations 
in  all  fifty  states,  Executone  is  a  neighborhood 
supplier  for  small  businesses  as  well  as  a 
nationwide  source  for  large  multi-location  com- 
panies. Being  where  you  need  us,  when  you  need 
us  is  what  keeps  Executone  and  Continental 
Telecom  a  growing  force  in  the  ever- chang- 
ing office  environment.  From  telephony  to 
satellites.  Architects  of  telecommunication. 


FOR  A  FREE  BROCHURE  ON  ALL  OF  CONTEL'S  CAPABILITIES  WRITE  TO 

CONTEL,  DEPT  2011,  245  PERIMETER  CENTER  PARKWAY  ATLANTA  GA  30346  ©  1984  CONTINENTAL  TELECOM  INC 

EXECUTONE  IS  A  REGISTERED  TRADEMARK  OF  EXECUTONE  INC 


The  Up  &  Comers 


Not  all  smart  little  growth  companies  were 
born  yesterday,  nor  are  they  all  in  the 
Sunbelt.  Take  103-year-old  Larsen  Co. 

"We  just  do  what 
we  should  do" 


By  Gary  Slutsker 


Heartland  U.S.A.,  the  land  of 
opportunity.  Consider  little 
Larsen  Co.  of  Green  Bay,  Wis., 
whose  sales  have  more  than  tripled  in 
the  last  12  years  (to  $168  million  in 
the  most  recent  four  quarters)  and 
whose  return  on  equity,  which  aver- 
aged 17.5%  for  the  last  five  years,  hit 
25.8%  in  1984. 

What  sexy  business  is  Larsen  in? 
Well,  it's  food  processing:  selling 
peas,  green  beans,  corn  and  other 
vegetables  to  Midwesterners.  Larsen 
has  been  at  it  a  long  time — since  1882, 
to  be  precise.  But  it's  never  too  late  to 
become  an  Up  &  Comer.  Larsen  be- 
came one  in  1973,  when  Quentin  Wil- 
lems,  then  54,  took  over  as  president. 
Ever  since  ,  Larsen  has  been  outper- 
forming its  competitors. 

Over  the  last  decade,  while  the 
canned  vegetable  business  was 
shrinking,  Larsen  not  only  increased 
its  market  share  but  also  boosted  its 
profits,  largely  by  expanding  into  fro- 
zen vegetables.  At  the  time,  competi- 
tors' margins  shrank  so  much  that 
many  left  the  business  or  were  ac- 
quired. In  fact,  the  Midwest  food  in- 
drstry  as  a  whole  was  shrinking  dur- 
ing that  period — which  turned  out  to 
be  good  for  Larsen.  "We  were  still  on  a 
growth  pattern,  while  the  industry 
was  not,"  says  Willems.  "We  were 
getting  more  of  the  pie.  The  pie  may 
have  been  getting  smaller,  but  our 
piece  was  as  big  or  getting  bigger." 

Larsen  has  a  passion  for  long-range 
planning  rare  among  little  companies 
growing  as  fast.  You  get  a  sense  of  it 
when  Willems  talks  about  farming: 
"You  can't  put  everything  in  the 
ground  in  one  day  and  expect  to  have 
any   kind   of   operation,    because   it 
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Quentin  Willems  of  Larsen  Co. 
"It  doesn't  work  that  way." 

doesn't  work  that  way." 

Tightfisted  Larsen  expands  just 
enough  to  keep  pace  with  sales 
growth,  which  it  projects  four  years 
into  the  future.  It  has  been  cranking 
out  plans  every  year  for  the  last  26 
years.  That  foresight  helped  Willems 
make  the  critical  decision  to  enter  the 
frozen  vegetable  business  in  1979. 
Years  ago,  the  Midwest's  canned 
vegetable  industry  ruled  the  industry, 
but  lost  its  competitive  edge  when 
producers  elsewhere  came  up  with 
frozen  foods  in  the  1930s.  Most  of 
Larsen's  sleepy  Midwest  competitors 
refused  to  make  the  investment  need- 
ed to  get  into  the  business. 

Larsen  started  slowly,  first  acquir- 
ing a  plant  abandoned  by  Libby  in 
1979.  Now,  with  frozen  vegetables  ac- 
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counting  for  about  half  its  sales,  up 
from  8%  in  the  1970s,  Larsen  has 
stepped  up  expansion  and  moderniza- 
tion plans. 

Frozen  vegetables  have  higher  mar- 
gins than  canned,  but  they  also  en- 
hance Larsen's  50-year-old  popular 
Freshlike  (regional)  and  Veg-All  (na- 
tional) canned  brands  in  supermar- 
kets. This  makes  Willems  more  com- 
fortable about  boosting  spending  for 
promotion. 

"They  have  succeeded  where  many 
bigger  companies  have  failed,"  notes 
an  envious  Richard  Lynch,  vice  presi- 
dent of  product  management  for 
canned  foods  at  R.J.  Reynolds'  giant 
Del  Monte  company.  "They  are  a 
very,  very  smart  company." 

Larsen  has  never  had  a  public  rela- 
tions firm.  It  hasn't  had  an  invest- 
ment banker  since  it  went  public  in 
the  1950s.  And  Willems  routinely 
turns  down  requests  to  tell  his  story 
to  groups  like  the  New  York  Society 
of  Security  Analysts.  Clearly,  he 
doesn't  need  to:  Wall  Street  has  dis- 
covered Larsen  on  its  own.  A  share 
worth  $4  in  1982  is  worth  $32  today. 

That  relatively  high  market  value  is 
good  armor  against  takeover.  Yes, 
there  was  a  brush  with  greenmail  in 
1982,  when  American  Values  N.V.,  a 
Bermuda-based  offshore  fund,  threat- 
ened to  sell  80,000  shares  on  the  open 
market.  But  the  company  bought 
back  its  shares  in  time  to  watch  the 
stock  price  double.  This  makes  Wil- 
lems blush  a  little,  but  with  self-satis- 
faction. "We  weren't  too  unhappy 
about  that  situation,"  he  says. 

Willems  hardly  cares  about  corpo- 
rate trappings,  either.  Take  Larsen's 
drab  headquarters  atop  a  cold-storage 
building.  "We  could  be  in  some  nice 
office,  a  little  more  grandiose  than  we 
have  here,"  says  Willems,  "but  we're 
not  about  to  do  that.  We  have  a  pretty 
efficient  operation  here." 

What  could  go  wrong?  Don't  expect 
Larsen  to  foul  up  the  contracts  with 
farmers  it  employs  to  buy  its  vegeta- 
bles. Like  some  other  processors,  Lar- 
sen plants  the  seeds,  monitors  the 
crop,  harvests  and  hauls  it.  Farmers 
don't  have  to  buy  seeds  or  harvesting 
equipment.  The  plan  has  worked  for 
years,  so  it  can  contract  for  as  much 
acreage  as  its  sales  plan  requires. 

Likewise,  competition  isn't  an  im- 
mediate threat,  since  Larsen  holds  its 
own  in  its  regional  markets,  where 
brand  loyalty  is  highest,  and  continues 
to   be   a   low-cost   producer.    Larsen 
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Peterbilt.  The  standard 
for  fiscal  responsibility. 


When  it  comes  time  to  consider 
^our  next  capital  commitment  in 
ransportation,  the  trucks  you  select 
must  satisfy  your  company's  per- 
formance standards  completely 
Efficiently  For  a  meaningfully  long 
Deriod  of  time.  For  the  right  cost. 

Fiscal  responsibility  demands 
lothing  less. 

But  determining  the  true 
ffordability  of  one  vehicle  versus 
mother  requires  probing  beyond  the 
)asics  of  face  value. 

Which  is  precisely  why  you 
hould  consider  Peterbilt. 

With  a  product  and  organi/a 
ion  structured  to  help  you  maximize 
le  return  on  your  investment, 
'eterbilt  offers  you  the  added  value 
lat  can  make  your  purchase 
ecision  pay  off  again  and  again  — 
veil  after  your  initial  capital  outlay. 

Consider  that  no  other 
manufacturer  offers  more  design 


flexibility—  enabling  you  to  sig- 
nificantly increase  your  payback  in 
productivity. 

The  accessibility  of  our  sales, 
marketing,  manufacturing  and 
engineering  professionals  is  unrivaled 
in  the  industry.  Which  means  you'll 
benefit  from  a  level  of  personal 
involvement  that  just  isn't  found 
with  most  other  manufacturers. 

As  for  quality  engineering, 
industry  statistics  demonstrate  that 
Peterbilt  consistently  delivers  the 
longest  service  life  — and  highest 
resale  value  —  of  any  Class  8  truck 
available. 

The  cumulative  effect  of 
these,  and  many  other,  critical  ele- 
ments enables  Peterbilt  to  deliver 
a  decidedly  attractive  union  of 
quality  and  affordability 

To  help  make  your  inspection 
of  these  claims  more  thorough, 
we  invite  you  to  write  us  for  the 


Peterbilt  Management  Folio,  which 
logically  examines  the  issues 
pertinent  to  the  ultimate  success 
of  your  truck  purchase  decision  — 
and  why  Peterbilt  is  particularly 
worth  your  consideration. 

Or  better  still,  visit  or  call 
your  nearby  Peterbilt  dealer  today 
for  a  consultation  regarding  your 
company's  transportation  needs. 
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A  DIVISION  OF  MGG4R 

Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  CA  94560 


wants  to  strengthen  its  performance  in 
the  South  with  new  products  like  fro- 
zen okra  and  collard  greens. 

But  the  company  may  have  a  succes- 
sion problem.  Of  ten  executive  offi- 
cers, six  are  at  least  60  and  none  is 
younger  than  53.  Willems  says  the  is- 
sue is  "on  track,"  but  won't  elaborate. 

Meantime  he  is  finishing  a  new 
strategic  plan.  There's  more  research 
and  self-analysis  to  do,  but  Willems 
has  a  fair  idea  as  to  the  report's  con- 
clusions. "What  we're  doing  is  what 
we  should  be  doing,"  he  says.  In  the 
Midwest  food  business,  it  seems,  not 
everyone  is  doing  what  they  should  be 
doing.  And  that  means  opportunity. 

The  Up  &  Comers 


Fumbles 


Sun  Coast  Plastics  started 
life  with  a  brilliant  new 
bottle  cap  and  a  contract 
from  Pepsi.  So  why  isn't  it 
making  money? 


Winging  it 


Sun  Coast  Plastics,  Inc.  is  in  deep 
trouble,  its  once  bright  future  now 
dim  as  a  result  of  poor  planning  by 
engineer-managers  who  failed  to  an- 
ticipate easily  anticipatable  problems. 

Sun  Coast,  of  Sarasota,  Fla.,  has 
piled  up  losses  of  about  $4  million.  It 
did  recently  report  its  first  quarterly 
profit.  Chairman  Paul  Santostasi  calls 
it  a  turning  point,  predicting  Sun 
Coast  will  finish  the  year  in  the  black. 
But  Sun  Coast  has  been  here  before:  A 
year  ago  he  reported  a  $95,000  profit 
in  his  third  fiscal  quarter,  but  his 
auditors  said  he  had  a  loss.  Santostasi 
also  predicted  Sun  Coast  would  end 
the  year  with  a  profit.  It  didn't. 

Never  mind.  The  heavyset  busi- 
nessman, partial  to  white  shoes  and 
light-colored  suits,  has  built  his  com- 
pany around  a  single  product  line: 
plastic  caps  and  lids  for  bottles  and 
jars.  They  arc  20%  cheaper  than  metal 
caps.  Big  guns  like  Anchor  Hocking 
and  Owens-Illinois,  of  course,  turn 
out  plastic  caps  by  the  billions.  Sun 
Coast's  products,  however,  are  liner- 
less.  A  V-shaped  flange  molded  into 
the  cap  precludes  the  need  for  a  sepa- 
rate liner,  giving  Sun  Coast  an  added 


cost  advantage.   Sun  Coast  holds  a 
half-dozen  patents  on  the  process. 

Santostasi  backed  into  this  bright 
idea  by  accident.  He  had  worked  for 
Norwalk,  Conn. -based  Burndy  Corp. 
for  20  years,  where  he  was  head  of 
new  products.  On  a  vacation  in  Flor- 
ida in  1975,  he  decided  to  chuck  the 
slow  corporate  ladder  and  sleety  win- 
ters in  favor  of  la  clolce  vita.  He 
bummed  around  for  a  few  years,  sell- 
ing real  estate,  until  a  friend  intro- 
duced him  to  Anthony  Rossi,  founder 
of  Tropicana  Products,  Inc. 

Santostasi  went  to  work  for  Rossi, 
designing  a  linerless  plastic  cap  for 
orange  juice  bottles.  But  a  Swedish 
inventor  beat  him  to  the  patent  office. 
So  Tropicana  bought  the  Swedish  pat- 
ent and  put  it  into  production.  Santo- 
stasi urged  Rossi  to  bankroll  a  subsid- 
iary to  manufacture  and  sell  the 
Swedish-patented  cap,  but 
Rossi,  then  78,  was  busy  sell- 
ing Tropicana  to  Beatrice 
Foods  for  $490  million.  He 
wasn't  interested. 

Undaunted,  Santostasi  and 
two  co-workers  in  Tropi- 
cana's  plastics  department 
began  to  put  together  Sun 
Coast  while  at  Tropicana. 
The  three  were  fired  in  1977, 
and  six  months  later  Tropi- 
cana slapped  a  patent  in- 
fringement suit  on  Sun 
Coast.  Santostasi  quietly  set- 
tled the  dispute  in  1980  with 
an  out-of-court  settlement 
and  now  claims  that  the  le- 
gal battle  was  the  result  of  a 
misunderstanding. 

Santostasi  got  a  sweetheart 
settlement  from  Tropicana. 
He  could  use  a  knockoff  of 
the  Swedish  cap  in  return  for 
a  minimum  royalty  of 
$25,000  a  year  through  1986. 
However,  Sun  Coast  stopped 
paying  after  making  two 
quarterly  payments.  Tropi- 
cana took  Sun  Coast  to  court 
again.  That  nettlesome  mat- 
ter is  still  pending. 

Why  did  Sun  Coast  stop  paying? 
Santostasi  was  unwilling  to  pay  when 
Tropicana  stopped  using  the  cap. 
Also,  the  company  was  sorely  under- 
capitalized. Santostasi  raised  the  $1 
million  he  needed  in  1979  by  giving 
half  the  company  to  private  investors. 

A  year  later,  just  before  he  was 
ready  to  bring  the  company  public  in  a 
$4  million  offering,  Sun's  underwrit- 
er, M.S.  Wien,  went  out  of  business. 
Sun  Coast  went  public  and  got  $1.5 
million  in  cash  by  merging  into  a 
shell  company.  Call  it  hand-to-mouth 
financing.  Call  it  a  recipe  for  disaster. 


Why  was  Sun  Coast  losing  money? 
Santostasi  hadn't  realized  it  could 
take  up  to  a  full  year  to  pass  the  qual- 
ity tests  his  customers  put  him 
through,  delaying  sales. The  un- 
planned for  but  predictable  delay 
cost  him  lots  of  money. 

Yet  the  product  was  a  success.  Cus- 
tomers liked  the  bottle  caps.  In  1981  a 
private-label  packer  of  mayonnaise 
signed  up.  After  landing  two  big  con- 
tracts in  1983 — one  with  Pepsi  Cola 
U.S.A.  for  soda  caps  and  another  with 
Hunt-Wesson  Foods  for  oil  bottle 
caps — it  seemed  Santostasi  had  final- 
ly made  it.  By  mid- 1984,  at  least,  he 
was  thinking  big,  predicting  $12  mil- 
lion in  sales,  with  Pepsi  accounting 
for  as  much  as  a  third  of  that. 

However,  the  Pepsi  business  has 
failed  to  materialize  because  bottlers 
didn't  want  to  switch  from  metal  to 


Paul  Santostasi  of  Sun  Coast  Plastics 
Call  it  a  recipe  for  disaster. 


plastic  caps.  Once  again  Sun  Coast  is  • 
running  out  of  money.  Despite  the> 
recent  quarterly  profit,  it  has  a  nega- 
tive cash  flow.  Santostasi  says  he  willl 
soon  refinance  loans  on  equipment — 
a  move  he  expects  will  get  him  $1 
million  from  the  banks. 

Now  Santostasi  is  really  sweating. 
If  only  he  had  allowed  for  delays  and  if 
only  he  had  planned  his  financing.  If 
only.  .  .  .  "From  the  time  I  get  up  in 
the  morning  until  I  go  to  bed  at 
night,  I  say  I'm  going  to  do  it,"  he 
says.  "I  looked  at  Rossi  and  said,  if  a 
guy  like  this  can  do  it,  so  can  I." 
That  isn't  necessarily  so. — John  Byrne 
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Strategy 


Leveraging 
AIDS 

Fl  or  the  past  eight  months,  compa- 
nies have  scrambled  to  produce 
blood  tests  for  the  antibody  of  the 
virus  thought  to  cause  AIDS — Ac- 
quired Immune  Deficiency  Syn- 
drome, the  breakdown  of  the  body's 
defenses.  At  stake:  a  $70  million  U.S. 
market  with  another  $100  million 
overseas.  Leading  contenders:  Chica- 
go-based Abbott  Laboratories  (1984 
revenues:  $3.1  billion)  and  Fairfield, 
N.J. -based  Electro-Nucleonics,  Inc. 

If  you  haven't  heard  of  Electro-Nu- 
cleonics, you're  not-  alone.  The  com- 
pany was  founded  in  1960  by  Vincent 
Abajian,  an  engineer  who  left  a  gov- 
ernment job  to  produce  high-speed 
centrifuges  for  uranium  enrichment. 
Most   of   ENI's   sales   come   from 
automated  blood  analyzers  and  re- 
agents used  in  the  tests.  ENI  has  high 
mopes  for  Gemstar,  an  analyzer  doc- 
'tors  use  to  run  tests  in  their  offices. 
jBut  ENI  hasn't  set  Wall  Street  on  fire: 
(Last  year  it  lost  $2.4  million  on  $45.8 
(million  in  revenues. 

At  first  glance,  ENI's  AIDS  venture 
looks  like  another  forgettable  episode, 
mostly  because  Abbott  beat  out  ENI 
to  Food  &  Drug  Administration  ap- 
proval of  its  test  by  a  mere  five  days. 
Moreover,  Abbott  already  dominates 
|the  blood  bank  Hepatitis  B  market. 
[That's  important  because  the  AIDS 
rcest  runs  on  the  same  hardware  as 
(Hepatitis  B,  and  Abbott  has  already 
(installed  that  equipment  at  the  1,700 
br  so  blood  banks  around  the  country. 
Is  ENI  too  far  behind  to  catch  up? 
(Perhaps  not.  Even  if  ENI  gets  shut  out 
oy  blood  banks,  it  could  grab  a  signifi- 
cant share  of  the  blood  fractionator 
narket,  selling  to  firms  that  separate 
■put  blood  components  such  as  serum 
jind  plasma.  Since  many  of  these  frac- 
aonators  are  already  customers  of 
ENI's  Hepatitis  B  test,  they  may  also 
ake  its  AIDS  test. 

The  result?  ENI  could  add  as  much 
is  $15  million  to  its  revenues  with 
[he  AIDS  test— 20%  of  the  market,  to 
\bbott's  60%,  suggests  Kidder,  Pea- 
>ody  analyst  Peter  Drake.  "Because 
hey  have  so  few  shares  outstanding, 
hey've  got  the  largest  earnings  lever- 
age," says  Drake.  Even  if  the  AIDS 
est  bombs,  the  attention  can  only 
lelp  its  real  ace-in-the-hole,  the  Gem- 
tar  analyzer.— Robert  Teitelman 
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Another 

good  reason 

to  choose 

Twentieth 

Century: 

Cash  Reserve. 


For  years,  investors  have  chosen  Twentieth  Century's  mutual  funds 
for  their  impressive  record  of  long-term  performance.  And  now 
there's  another  good  reason  to  choose  Twentieth  Century:  Twentieth 
Century  Cash  Reserve.  Cash  Reserve  is  the  new  fund  that  lets  you  earn 
current  money  market  yields  every  day,  with  no  minimum  investment 
required.  Then  as  your  needs  and  plans  change,  you  can  choose  from 
our  entire  family  of  flexible,  no-load  funds.  Twentieth  Century  Cash 
Reserve:  a  good  choice  for  a  lot  of  reasons. 

Want  to  know  more?  For  complete  information  about  Twentieth  Century's 
seven  funds  (Growth,  Select,  Ultra,  Vista,  Giftrust,  U.S.  Governments  and 
Cash  Reserve),  write  or  call  for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  free  prospectus  to: 
Name 


Address- 
City 


State. 


_Zip_ 


P.O.  Box  200,  Kansas  City,  Missouri  64141 

(816)531-5575 
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Playbill,  the  theater  program  outfit,  ranks 
way  down  on  the  publishing  list  in  rev- 
enues but  way  up  in  profit  margins. 


Joe  Schumpeter, 
meet  Art  Birsh 


Playbill  owner  Arthur  Birsh 
"A  crazy  little  monopoly. 


ktaa 
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By  Maria  Fisher 


Joseph  Schumpeter,  one  of  this  cen- 
tury's great  economists,  shrewdly  ob- 
served that  the  natural  objective  of 
every  business  is  to  make  monopoly 
profits.  Not  easy  to  do.  The  competi- 
tors have  other  ideas,  and  so  do  the 
trustbusters.  What  does  the  poor  busi- 
nessman do?  He  finds  a  market 
niche — a  minimonopoly. 

Where  are  such  spots?  How  do  you 
find  them?  Perhaps  the  best  answer  is: 
Look  in  unlikely  places.  Arthur  Birsh 
dominates  one  of  the  most  unlikely 
but  coziest  little  niches  around.  He  is 
sole  owner  of  Playbill  Inc.,  which  pro- 
duces, prints  and  distributes  Playbill, 
the  handout  you  receive  when  you 
attend  the  Broadway  theater,  and 
Showbill,  its  Off-Broadway  counter- 
part. As  such  he  owns  the  exclusive 
right  to  sell  advertising  in  40  Broad- 
way and  nearly  60  Off-Broadway  the- 
aters, a  right  that  gave  him  sales  of 
around  $11  million  last  year.  Profits? 
Better  you  shouldn't  ask.  Before  taxes 
Birsh  probably  netted  at  least  30%  on 
the  sales  dollar,  $3.3  million  last  year. 

What  keeps  the  competition  out? 
The  union  helps,  along  with  Birsh 's 
cozy  relationship  with  the  theater 
owners.  Birsh's  niche  is  created  by 
Actors'  Equity.  The  union  wants  to 
make  sure  that  the  audience  knows 
who  the  players  are.  A  clause  in  Ac- 
tors' Equity  contracts  requires  Broad- 
way and  Off-Broadway  producers  to 
provide  every  theatergoer  with  a  pro- 
gram containing  information  about 
every  actor  connected  with  the  pro 
duction.  The  theater  owners  contract 
with  Birsh  to  supply  the  programs 

Birsh,  an  ad  salesman  and  theater; 
buff,  has  a  wry  appreciation  of  his 
protected  position.  He  likes  to  say:. 
"Luck  beats  brains."  He  invited  our.i 
reporter  to  talk  about  what  he  himself; 
calls  his  "crazy  little  monopoly." 

Playbill  was  founded  101  years  ago. 
by  an  ad  agent  from  Ohio  who  figured 
ads  would  work  well  in  theater  pro- 
grams. He  knew  a  free-spending,  af- 
fluent market  when  he  saw  one. 

Birsh's  philosophy  notwithstand- 
ing, the  attractiveness  of  Playbill  isn't 
entirely  a  matter  of  luck.  The  maga- 
zine lost  $400,000  the  year  he  bought 
it  from  Metromedia  for  $500,000.  He 
has  poured  in  more  than  a  little  time, 
energy  and  care. 

In  1973  he  was  a  Metromedia  group 
vice  president  in  charge  of  the  maga 
zine  and  several  other  properties 
when  Metromedia  decided  to  clear 
house.  It  sold  the  moneyloser  to  Birsr 
and  said,  in  effect,  good  riddance. 

A  good  many  Broadway  theater 
were  dark  then.  "The  whole  work 
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changed  with  A  Chorus  Line,"  he  re- 
calls, stressing  his  luck.  "The  show 
was  on  the  cover  of  Newsiveek.  Talk 
show  hosts  started  talking  up  New 
York."  The  visitors  poured  in,  bran- 
dishing their  credit  cards.  Manhattan 
again  became  a  prime  recreation  spot. 

How  does  the  money  flow  into 
Birsh's  niche?  He  pays  for  printing, 
which  keeps  the  theater  owners  hap- 
py, but  he  gets  to  sell  advertising  in 
the  programs,  which  keeps  Birsh  hap- 
py. Birsh  is  his  own  distributor.  He 
owns  three  trucks,  which  make  daily 
deliveries  to  the  theaters.  He  keeps 
costs  down  with  a  tiny  staff:  20  edito- 
rial and  advertising  salespeople 
housed  in  no-frills  offices  rented  near 
Grand  Central  Station,  and  50  produc- 
tion people  to  operate  low-tech,  low- 
cost  linotype  machines  at  the  plant. 

The  Broadway  theaters  alone  dis- 
tribute almost  a  million  Playbills  each 
month.  Birsh  also  distributes  pro- 
grams in  Baltimore,  Boston  and  Phila- 
delphia and  throughout  Florida  and 
Texas,  as  well  as  at  most  New  York 
Off-Broadway  houses. 

But  what  an  advertising  medium! 
The  readers  have  just  paid  up  to  $45  to 
rent  a  chair  for  2Vi  hours,  so  they  are 
clearly  well-heeled — buyers  of  premi- 
um-priced cosmetics,  booze,  cars  and 
meals.  Each  color  page  goes  for  a  pric- 
ey $24,000,  which  amounts  to  $27  per 
thousand  readers,  compared  with  $43 
for  Town  &  Country,  for  example,  and 
just  $5  for  TV  Guide. 

Birsh's  contract  gives  him  the 
rights  to  all  advertising  in  the  theater. 
This  means  that  there  are  no  posters, 
billboards,  cigarette  machines  or  the 
like  on  the  premises.  He  personally 
inspects  the  theaters  for  compliance. 
Take  the  Marlboro  poster  that  hangs 
on  the  wall  behind  the  audience  at 
Cats.  "We  had  the  poster  covered  so 
that  only  a  few  of  the  letters  in  the 
product  name  could  be  seen  by  the 
audience,"  he  says. 

A  cynic  would  say  that  the  ads  are 
effective  because  the  editorial  materi- 
al offers  them  no  competition.  The 
articles  are  gushy  and  promotional 
and  tell  almost  nothing  about  play  or 
playwright.  Birsh's  wife,  Joan  Alle- 
man,  edits  Playbill  with  a  sure  feel  for 
which  side  her  bread  is  buttered  on. 
Explains  Birsh:  "We  are  denied  the 
right  to  be  critical  by  virtue  of  our 
function.  We  have  a  monopoly  be- 
cause we  know  better  than  to  embar- 
rass our  theater  friends."  It's  called 
kissing  the  hand  that  feeds  you. 

The  only  other  contenders  in  the 
theater  programs  business  are  Stage- 
bill,  started  in  Chicago  over  70  years 
ago,  and  California's  Performing  Arts 
Magazine.  Stagebill  provides  programs 


for  Chicago's  theaters  and  the  Kenne- 
dy Center  in  Washington,  D.C.,  sever- 
al city  orchestras,  and  in  New  York 
for  Carnegie  Hall  and  three  of  the  four 
Lincoln  Center  houses.  Performing 
Arts  supplies  Los  Angeles,  San  Francis- 


co and  Houston.  But  whereas  Playbill 
grossed  $11  million  last  year,  the  oth- 
ers grossed  in  the  neighborhood  of  $4 
million  each  for  the  year.  Not  much 
room  in  that  niche  for  anyone  but  Art 
Birsh.  ■ 


European  American  Bank  picked  up  the 
pieces  from  Franklin  National — and 
made  some  of  the  same  mistakes  all  over 
again.  Now,  says  Ray  Dempsey . . . 

You  can 
go  home  again 


By  Ben  Weberman 


Raymond  J.  Dempsey  has  just 
completed  the  first  year  of  his 
third  life  in  banking.  Strangely 
enough,  the  third  time  around  is  turn- 
ing out  to  be  a  little  like  the  first  and  a 
lot  like  the  second. 

Dempsey  is  chairman  and  chief  ex- 
ecutive of  European  American  Ban- 
corp, parent  of  $7.5  billion  (assets) 
European  American  Bank.  He  is  try- 
ing to  turn  EAB  from  a  moneylosing 
national  and  international  money- 
center  bank  into  a  successful  regional 
retail  bank. 

There  is  a  certain  irony  here.  If 
Dempsey  succeeds,  EAB  will  wind  up 
doing  about  what  Franklin  National 
Bank  was  doing  before  it  embarked  on 
an  ill-advised  expansion  plan  and  be- 
came the  biggest  bank  failure  of  the 
1970s.  European  American  bought 
most  of  Franklin's  assets  after  bank 
regulators  declared  Franklin  insolvent 
in  1974. 

Long  Island,  N.Y. -based  Franklin 
succumbed  to  the  delusions  of  mon- 
ey-center grandeur  of  its  former  presi- 
dent, Arthur  Roth,  and,  later,  Italian 
financier  Michele  Sindona.  Sindona, 
who  gained  control  in  1972,  wound  up 
drawing  a  25-year  prison  sentence  for 
conspiracy  in  the  bank's  collapse  and 
recently  received  an  additional   12- 

• 'Amsterdam-Rotterdam    Hank;    Creditansialt-liank 
verein  of  Austria;  Germany's  Deutsche  Bank. 
Midland  Bank  of Great  Britain .  Soaete  Generate 
of  France;  and  Sociele  Generate  de 
Banque  of  Belgium 
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year  sentence  in  Italy  for  bank  fraud. 
But  European  American  had  some  de- 
lusions itself.  Like  Roth  and  Sindona, 
it  kept  trying  to  compete  in  the  na- 
tional corporate  lending  and  interna- 
tional markets,  and  as  a  result  is  still 
doing  penance  for  $300  million  in 
nonperforming  loans. 

Little  wonder  that  the  six  presti- 
gious foreign  banks*  that  own  Europe- 
an American  went  looking  for  a  fire- 
man. They  found  one  in  Dempsey, 
who  first  made  his  mark  at  Bankers 
Trust  Co.  of  New  York  in  the  mid- 
Seventies  working  out  bad  REIT  cred- 
its. That  experience  was  helpful  in 
1978,  when  he  went  to  Fidelcor's  $2.9 
billion  Fidelity  Bank  of  Philadelphia, 
which  was  wallowing  in  red  ink  and 
$120  million  in  troubled  loans,  most 
of  them  in  real  estate. 

In  five  years  Dempsey  put  Fidelity 
back  on  its  feet.  When  he  left,  its 
assets  had  grown  to  $5.7  billion,  and 
its  $13  million  in  losses  in  1978  had 
become  $46  million  in  net  earnings  in 
1983.  Fidelity  stock,  which  sank  as 
low  as  9  in  1978,  was  at  45  by  1984, 
the  year  Dempsey  was  lured  back  to 
New  York  to  straighten  out  European 
American. 

It  was  all  so  familiar.  "When  I  came 
here,"  Dempsey  says  with  an  air  of 
resignation  in  his  office  overlooking 
the  harbor  of  New  York,  "we  were 
overstaffed,  we  had  a  $60  million 
computer  that  did  not  work  and  the 
bank  was  attempting  to  become 
something  it  really  was  not  suited  to 
be.  It  was  trying  to  compete  in  mar- 
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Raymond  Dempsey,  chairman  of  European  American  Bancorp 
An  end  to  delusions  of  money-center  grandeur. 


kets — national    and    international —     made  it  rich  by  making  all  the  mort-     long-term    mortgages,    Roth    turned 


where  a  bank  our  size  just  couldn't 
compete." 

Roth,  one  of  the  pioneers  of  modern 
banking,  became  president  of  Frank- 
lin National  after  World  War  II  and 


gage  loans  he  could  in  fast-growing 
Long  Island  and  reselling  them  to  sav- 
ings banks  and  insurance  companies. 
At  a  time  when  most  commercial 
banks  thought  it  safest  to  hold  on  to 


over  the  credits  at  a  premium  and 
made  big  profits — super  profits,  given 
his  capital — on  the  half-point  servic- 
ing fee  that  mortgage  sellers  could 
retain. 


CTTgivesyoii 
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Your  own  assets  can  be  a 
powerful  source  of  growth  capital. 
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Like  most  successful  companies  and  individuals,  you  probably  h;  I 
greater  resources  than  you  realize.  But  it  takes  a  specialist  to  ma1  I 
those  assets  work  for  you.  That's  why  so  many  bankers  and  accoi 
ants  refer  business  clients  to  CIT  Financial  Corporation,  the  netw  | 
built  on  years  of  leadership  in  business  and  personal  financing. 

We  have  skilled  professionals  in  the  field,  providing  quality  pei 
alized  service.  They  offer  a  broad  range  of  alternatives  which  inc 
iiimni 


So  far,  so  good.  But  in  the  early 
Sixties,  when  regulatory  changes  al- 
lowed New  York  City  banks  to  invade 
Long  Island,  Roth  decided  to  respond 
by  moving  into  New  York  City  and 
cracking  the  big  time. 

"I  think  if  Arthur  Roth  had  come 
into  New  York  to  compete  in  the 
New  York  market,  he  would  have 
been  successful,"  says  Dempsey. 
"Franklin  was  a  very  good  bank  in 
local  real  estate  lending  and  in  the 
consumer  and  middle-market  busi- 
nesses. But  they  were  trying  to  com- 
pete with  the  big  money-center  banks 
when  they  did  not  have  the  experi- 
ence in  national  lending.  Interesting- 
ly, European  American  had  some  of 
the  same  kinds  of  problems." 

By  the  time  its  foreign  owners  sent 
for  Dempsey,  European  American's 
nonperforming  loans,  largely  South 
American,  real  estate  and  energy 
loans,  were  out  of  control. 

His  first  act  was  to  slash  the  payroll 
from  4,500  at  the  end  of  1983  to  3,850 
currently.  He  closed  down  its  out  of 
town  loan  production  offices,  its  Edge 
Act  offices  that  handled  overseas 
business,  its  merchant  banking  office 
;  in  Luxembourg,  its  offshore  subsidiar- 
ies in  Nassau  and  Bermuda.  He  is  now 
.  deep-sixing  the  trust  department  and 
has  already  excised  the  word  "trust" 
from  the  corporate  name.  By  loan  at- 


"When  I  came  here," 
Dempsey  says,  "we  were 
overstaffed,  we  had  a 
$60  million  computer  that 
did  not  work  and  the 
bank  was  attempting  to 
become  something  it  really 
was  not  suited  to  be. 
It  was  trying  to  compete 
in  markets  where  a  bank 
our  size  just  couldn't 
compete." 


trition — simply  declining  to  renew 
loans  that  come  due — he  has  shrunk 
the  assets  by  $1.2  billion. 

The  big  hit,  though,  was  a  $138 
million  writeoff  in  the  second  quarter 
of  1984,  which  accounted  entirely  for 
the  bank's  reported  loss  in  that  quar- 
ter. Much  of  that  resulted  from  set- 
ting up  massive  new  loan-loss  re- 
serves. European  American  still  has 
$750  million  in  South  American 
loans  outstanding  and  another  $850 
million  in  Europe. 

Having  bitten  that  bullet,  European 
American  was  able  to  turn  a  tiny  $2.8 
million  profit  in  the  second  half  of 
1984.  Dempsey  is  predicting  better 
results  in  the  future  and,  now  that  he 
has  shrunk  the  asset  base,  is  planning 


to  keep  it  at  about  $7.5  billion  for  the 
next  three  years  while  gradually 
changing  the  mix  from  foreign  loans 
to  regional,  middle-market  and  con- 
sumer loans  in  Long  Island  and  New 
York  City. 

His  profit  goals  are  a  respectable 
return  on  assets  of  60  to  80  basis 
points  and  a  return  on  equity  some- 
where between  14%  and  17%.  That 
would  put  EAB  in  the  top  quartile  of 
New  York  City  banks. 

And  what  of  its  foreign  owners? 
Whatever  their  original  plans,  they 
are  a  little  like  Br'er  Fox  and  the  Tar 
Baby  now.  "Can  they  sell  it?  Do  they 
sell  it  to  each  other?  Given  our  perfor- 
mance in  recent  years,  they  haven't 
had  many  options  but  to  stay  with 
us,"  says  Dempsey.  Indeed,  one  part- 
ner, Midland  Bank  of  London,  was 
told  by  the  Federal  Reserve  Board 
three  years  ago  to  reduce  its  EAB  hold- 
ings to  under  5%  after  it  bought 
Crocker  National  Bank  of  San  Fran- 
cisco, but  the  Fed's  order  was  ex- 
tended until  October  of  this  year  be- 
cause EAB's  profit  performance  was 
so  bad. 

If  Dempsey  can  improve  results 
enough  to  give  some  of  EAB's  foreign 
owners  the  option  to  get  out,  that  will 
be  an  impressive  achievement  in  it- 
self. If  he  can  prove  that  you  can  go 
home  again,  that  will  be  even  better.  ■ 


many  ways  to  grow. 


From  financing  new  trucks 

to  collecting  on  the  products  they  carry. 


•(■ncing  and  leasing  equipment,  providing  inventory  financing,  fac- 
ing, and  many  other  forms  of  customized  lending.  Our  consumer 
e/ices  include  first  mortgages,  home  equity  lending,  personal 
*  education  loans.  And  we're  backed  by  the  $76  billion  assets  of 
1  lufacturers  Hanover. 

or  financial  ideas  you  can  grow  on,  call  toll-free,  day  or  night: 
-iO-CIT-6500. 


CIT  Financial  Corporation 

The  network  of  financing  specialists 


A  company  of  Manufacturers  Hanover 


Numbers  Game 


Even  the  banks  now  realize  it's  cash  flow 
that  counts,  say  commercial  lending  offi- 
cers, more  than  reported  earnings. 

Where's  the 
cash? 


Edited  by  Geoffrey  Smith 


By  Jinny  St.  Goar 


Savvy  investors  have  long 
known  to  keep  an  eye  on  how 
much  cash  a  company  takes  in, 
pays  out  and  has  in  the  till  rather  than 
net  income  it  reports  to  shareholders. 
Now  the  bankers,  sadder  but  wiser, 
are  using  cash  flow  analysis,  too. 

"Huge  leveraged  buyouts, 
like  Metromedia's,  are  being  fi- 
nanced by  operating  pretax  cash 
flow,"  says  Barre  Littel,"  a  bond 
analyst  at  Kidder,  Peabody.  "Re- 
ported earnings  are  becoming 
less  important  to  the  way  that 
corporations  are  financed  and 
appraised." 

Lending  officers  at  commer- 
cial banks,  too,  have  learned  to 
look  carefully  at  a  prospective 
borrower's  cash  flow  in  more 
detail  than  the  summary  state- 
ment in  the  annual  report  enti- 
tled "changes  in  financial  posi- 
tion." Neil  Godfrey,  a  veteran 
loan  officer  at  New  York's 
Chemical  Bank,  says  he  looks  at 
cash  flow  for  the  same  reason 
Littel  does:  high  and  continuing  lever- 
age. "Nowadays  most  corporate  lend- 
ing looks  like  the  revolving  lines  of 
credit  to  less-developed  countries," 
Godfrey  says. 

Loan  officer  fan  Blackford  of  North 
Carolina-based  Wachovia  Bank  & 
Trust  personally  attributes  the  rising 
importance  of  cash  flow  analysis  to 
the  trend  over  the  past  20  years 
toward  capitalizing  and  deferring 
more  and  more  expenses.  Although 
the  practice  may  match  revenues  and 
expenses  more  closely,  a  laudable  in- 
tent, it  has  also  made  it  harder  to  find 
the  available  cash  in  a  company — and 
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easier  for  lenders  to  wind  up  with  a 
loss,  she  warns. 

Blackford's  point  that  liquidity  can 
be  more  important  than  reported  prof- 
itability is  well  taken.  During  the  re- 
cession five  years  ago  a  wave  of  bank- 
ruptcies drew  attention  to  the  need 
for  better  warning  signals  of  the  sort 
cash  flow  analysis  could  provide.  The 
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Financial  Accounting  Standards 
Board  (FASB)  looked  at  improving 
cash  flow  disclosure  at  the  time  but 
did  nothing.  On  Apr.  1 7  the  FASB  will 
probably  decide  to  study  three  aspects 
of  improved  cash  flow  disclosure. 

One  of  the  FASB's  considerations  is 
to  better  define  the  purpose  of  cash 
flow  statements  in  the  first  place. 
"Now  we  have  a  variety  of  loosy- 
goosy  statements,  such  as  for  'judging 
liquidity  or  financial  flexibility'  or  for 
'giving  insight  into  profitability  or 
risks,'  "  says  Halsey  Bullen,  the  FASB 
staffer  who  has  been  doing  the  pre- 
liminary   research.    The    FASB    will 
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work  on  more  precise  definitions  for 
elements  of  cash  flow — such  as  cash 
from  operations,  cash  for  or  from  fin- 
ancings and  cash  from  investments. 

Finally,  the  board  will  study  who 
should  be  required  to  compile  cash 
flow  statements  and  how  the  infor- 
mation should  be  presented.  Among 
the  currently  acceptable  ways  of  re- 
porting are  direct  and  indirect  meth- 
ods. The  indirect  way  starts  with  a 
number  like  net  income  and  adds  to  it 
everything  that  doesn't  affect  cash, 
such  as  depreciation.  The  direct 
method  starts  with  sales  collections 
and  then  subtracts  cash  outlays. 

As  ever,  the  users  of  financial  state- 
ments are  calling  for  more  informa- 
tion, while  those  who  prepare  the 
statements  resist.  Since  1981,  when 
the  FASB  took  a  fleeting  look  at  the 
issue,  some  preparers  have  been  ex- 
perimenting on  their  own  in  the  hope 
of  quashing  formal  rulemaking. 

J.W.     McAllister,     financial     vice 
president   of  Holiday  Inns'   Perkins 
Restaurants,  is  chairman  of  an  indus- 
try group  that  has  been  working  on 
cash  flow  reports  for  four  years.  There 
is  "no  serious  deficiency"  in  the  cur- 
rent form  of  this  section  of  fi- 
nancial   statements,    according 
to  McAllister.  "I  am  concerned 
about  FASB  getting  into  cook- 
book accounting,"  he  says.  "We 
don't  want  to  have   to  insert 
numbers     into     predetermined 
lines  with  no  opportunity  to  fit 
the  accounting  to  your  line  of 
business." 

Meanwhile,  cash  flow  enthu- 
siasts couch  their  arguments  in 
macroeconomic  terms.  Im- 
proved cash  flow  disclosure  is 
essential  for  the  health  of  the 
economy,  they  say.  Too  much 
emphasis  on  earnings  only  en- 
courages managers  to  limit 
their  investments  in  order  to 
show  "higher"  returns.  Tom 
Nourse,  publisher  of  the  Nowse  Inves- 
tor Report,  which  analyzes  the  cash 
flow  of  2,000  industrial  companies,  is 
a  vocal  proponent  of  this  line.  "For 
the  last  15  years  I  have  been  saying 
that  cash  flow  is  more  important  than 
earnings,"  he  says.  "In  prevailing 
practice,  managers  are  motivated  to 
take  the  short-term  view." 

Although  it's  unlikely  that  better 
cash  flow  reporting  can  cure  all  the 
ills  of  the  economy,  the  fact  that  the 
most  important  users  of  financial 
statements  around — bankers  and  in- 
vestment bankers — find  it  indispens- 
able is  persuasive  indeed.  ■ 
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Now  you  have  an  option  that 

:ould  save  you  from  20  to  35% 

)n  your  dental/orthodontic  cover- 
age costs,  could  greatly  simplify 
il/our  program,  could  give  you  more 

lexibility  and  is  virtually  with- 
out risk. 

It's  called  Direct  Reimburse- 
ment, which  is  for  groups  of  20 
|)r  more  employees. 

It  means  what  the  name 

mplies:  your  company  reimburses 
Employees  directly  for  dental/ 

>rthodontic  costs.  No  insurance 
I  :ompany  is  involved.  And  a  plan 

nvolving  co-payment  by  the  em- 
|  )loyee  and  set  maximum  dollar 

lenefits  gives  you  sound  cost 
control. 

3redictable  costs.  The 
lental  difference. 

Dental  and  orthodontic  care  is  different  from 
nedical  health  care.  Both  costs  and  utilization  are 
u-  lighly  predictable.  About  55%  of  those  covered  last 
wear  filed  claims.  And  of  those  filing  claims,  75%  in- 
curred annual  costs  under  $75.  And  since  you  can  de- 
ign the  program  yourself,  your  plan  can  fit  the  needs 
i|f  your  group,  and  your  budget.  In  fact  it's  possible  to 
.  iffer  solid  coverage  for  as  little  as  $5  to  $7  a  month. 

wen  the  administration  is  direct, 
traightforward. 

If  you're  afraid  of  getting  bogged  down  in 
'aperwork,  forget  it  In  place  of  the  employee  booklets 


It  may  be 
cheaper  and 

easier  to 

reimburse 

most  of  your 

employees' 

dental  bills 

than  to  pay 


insurance 
premiums. 


and  fee  schedules,  claim  forms 
and  explanations,  you  can  replace 
them  with  a  greatly  simplified  sys- 
tem. A  simple  ledger  card  system 
or  a  single  computer  system  is 
sufficient,  because  most  of  the 
paperwork  has  been  eliminated. 

A  side  benefit  is  employee 
reaction.  Since  the  program  is  eas- 
ier to  understand,  it's  easier  to 
use.  Employees  know  in  advance 
whafs  covered  and  what  isn't 

Best  of  all,  virtually  no 
risk. 

In  1983,  97%  of  all  dental 
treatment  costs  were  less  than 
$1,500.  Over  the  last  10  years, 
dental  fees  have  increased  16% 
less  than  the  consumer  price 
index.  Together,  these  facts  mean 
the  risk  you  accept  with  Direct 
Reimbursement  is  both  minimal  and  predictable. 
While  the  savings  are  substantial. 
There's  no  risk  in  finding  out  more.  Send  in 
the  coupon  below.  The  American  Association  of  Ortho- 
dontists offers  a  free  brochure  and  a  free  advisory 
service.  Direct  Reimbursement  is  just  one  of  many 
options  we  can  explain.  We  don't  sell  or  administer 
programs,  so  you  get  an  unbiased  viewpoint.  Our 
interest  is  improving  the  extent  and  quality  of 
dental/orthodontic  health  care  coverage. 

As  such,  Direct  Reimbursement  is  a  valuable 
option  for  you  to  consider.  Send  in  the  coupon  today. 


merican  Association  of  Orthodontists 
60  North  Lindbergh  Blvd 
|t.  Louis,  MO  63141 


''  ES,  I  would  like  more  information  about  Direct 
eimbursement,  which  is  for  groups  of  20  or  more  employees. 

Send  me  your  free  brochure. 
Call  me  for  a  personal  meeting. 
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Name. 
Title_ 


Company  or  Organization 

Address 

City State. 

Telephone 


.Zip. 


Number  of  employees. 


Taxing  Matters 


If  you  sincerely  want  to  avoid  getting  au- 
dited, try  reading  the  IRS  agent's  manual 
The  taxmen  have  definite  ground  rules, 
many  of  them  public  information. 

Will  it  be  me? 


By  Laura  Saunders 


Pfc  URELY  AS  A  MATTER  of  intelleC- 
^  tual  curiosity,  of  course,  you 
might  be  wondering  how  the  In- 
ternal Revenue  Service  decides  whom 
to  audit.  Here  is  what  we  know: 

The  IRS  relies  heavily  on  its  notori- 
ous computerized  Discriminant 
Function  System  (DIF).  DIF  analyzes 
returns  for  all  individuals,  corpora- 
tions with  less  than  $10  million  in 
assets  (large  corporations  and  partner- 
ships are  examined  individually)  and 
partnerships  with  ten  or  fewer  part- 
ners. It  compares  the  entries  (or  the 
absence  of  them)  on  your  return  with 
various  norms.  The  greater  the 
discrepancy,  the  greater  the  chance 
DIF  will  kick  out  your  return. 

What  are  the  norms?  DIF  formulas 
are  as  closely  guarded  by  the  Service 
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as  Coca-Cola's  famous  formula. 
"Even  as  a  district  director  and  the 
person  in  charge  of  auditing  President 
Nixon's  taxes,  I  never  got  near  the  DIF 
formulas,"  says  Gerald  Portney,  now 
a  principal  in  Peat  Marwick's  Wash- 
ington office.  "I  didn't  even  want  to 
know.  It  seemed  like  dangerous  infor- 
mation to  have." 

Just  over  half  of  all  individual  au- 
dits are  selected  on  the  basis  of  high 
DIF  scores.  The  others  are  targeted  as 
the  result  of  special  IRS  campaigns, 
like  the  current  efforts  aimed  at  tax 
shelter  owners  and  tax  protesters. 

Once  the  return  is  targeted,  an  IRS 
"classifier"  checks  it  to  identify  sus- 
picious entries,  since  the  DIF  scores 
don't  reveal  the  reason  for  the  results. 
The  agents  use  a  manual  for  this  task, 
and — unlike  the  DIF  formulas — it  is 
publicly  available.  It  deserves  to  be  on 
the  bestseller  list  this  time  of  year. 
Not  only  does  it  give  specific  items  to 
check  (see  box),  but  it  also  warns  clas- 
sifiers away  from  "unproductive" 
areas,  like  examining  medical  ex- 
penses for  large  families  and  deceased 


taxpayers  or  transportation  expenses 
for  construction  workers.  The  manual 
also  describes  what  circumstances  are 
likely  to  trigger  a  field  audit  (when 
agents  come  to  your  home  or  office). 

Obviously,  it  will  help  to  know 
what  the  agent's  manual  tells  him  to 
look  for.  And  also  to  know  specific 
areas  the  IRS  is  zeroing  in  on.  If  you 
sincerely  want  to  be  audited  this  year, 
try  investing  in  a  tax  shelter  or  using  a 
lawyer  or  accountant  who  is  on  a  spe- 
cial IRS  list — also  public — of  problem 
preparers. 

Now  a  few  tips  from  the  trenches, 
courtesy  of  Randy  Blaustein,  former 
IRS  agent  and  a  lawyer  with  the  New 
York  City  CPA  firm  of  Siegel, 
Mendlowitz  &  Rich: 

•  Answer  all  of  the  questions  on  the 
return. 

•  Avoid  showing  "miscellaneous" 
deductions. 

•  Don't  turn  in  a  sloppy  or  messy 
return. 

•  Avoid  round  numbers. 

•  Avoid  filing  amended  returns  re- 
questing additional  refunds. 

Statistically,  of  course,  the  chances 
of  getting  selected  are  small.  In  its  last 
fiscal  year,  ended  Sept.  30,  the  IRS 
audited  1.4  million  returns,  less  than 
1%  of  the  total.  Over  70%  of  those 
were  individual  returns,  and  the  rest 
were  corporate,  estate,  partnership, 
nonprofit  and  others.  Net  gain  due  to 
the  Treasury:  $14.3  billion.  Individ- 
uals were  assessed  an  extra  $4.4  bil- 
lion, and  corporations  $8.4  billion. 

The  number  of  audits  has  slipped  in 
recent  years — from  1.7  million  in 
1983  to  1.4  million  last  year — but 
Commissioner  Roscoe  Egger  says 
things  will  be  different  next  year.  Be- 
ginning in  October  the  IRS  plans  to 
add  2,500  new  auditors  (despite  cut- 
ting its  total  staff  by  1,250)  and  an- 
other 2,500  each  year  through  1989. 
And  unlike  other  agencies,  the  IRS  is 
likely  to  get  the  funds  it's  asking  for. 

This  year  there  is  one  bright  spot.  In 
1985  the  Service  won't  be  performing 
any  of  the  dreaded  Taxpayer  Compli- 
ance Measurement  Program  (TCMP) 
audits.  Every  three  years  the  IRS  takes 
a  random  sample  of  55,000  returns 
and  checks  everything,  but  every- 
thing, in  order  to  collect  data  for  ad- 
justing the  DIF  formulas.  Hapless  tax- 
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Caution:  taxmen  working 


In  picking  victims  to  audit,  the  IRS  relies  heavily  on  the  top-secret 
DIF  computer  formulas.  Trouble  is,  even  IRS  agents  don't  know  the 
formulas.  So  the  IRS  agent's  manual  explains  in  painstaking — and 
public — detail  how  to  examine  each  return  that  DIF  picks  in  order  to 
spot  the  suspicious  parts.  Below,  a  sampling  of  what  they  check  for. 


Individual  returns 

•  Itemized  deductions  above  the  standard  deduction. 

•  Itemized  deductions  claimed  along  with  the  standard  deduction. 

•  Exemptions  claimed  by  the  noncustodial  parent. 

•  Interest  payments  to  individuals. 

•  Real  estate  closing  costs. 

•  Charitable  contributions  exceeding  50%  of  adjusted  gross  income. 

•  Large  donations  of  property,  and  donations  that  may  represent 
tuition. 

•  Valuation  methods  of  casualty  and  theft  losses. 

•  Large  or  unusual  miscellaneous  deductions. 

•  Gains  and  losses  on  sales  of  rental  property. 

•  Pensions  and  annuities:  Check  whether  lump  sum  distributions,  or 
subject  to  the  three-year  rule. 

•  Rental  properties,  especially  the  treatment  of  repairs  and  vacation/ 
resort  homes. 

•  Sale  of  residence. 

•  Unreported  income,  especially  from  tips,  interest  on  installment 
sales  and  business  expenses  without  income. 

•  Moving  expenses. 

•  Expenses  claimed  for  travel  to  remote  job  site. 

•  Expenses  for  clubs,  yachts,  airplanes,  etc. 

Business  individual  returns 

•  Profit  margin  lower  than  expected  for  type  of  business. 

•  High  gross  income,  low  net  income  and  use  of  standard  deduction. 

•  Large  amounts  of  interest  and  dividend  income  not  commensurate 
with  current  income. 

•  Withdrawal  of  items  for  personal  use. 

•  Ending  inventory  inclusive  of  all  direct  and  indirect  costs. 

•  Bad  debts  disproportionate  to  value  of  sales. 

•  Inadequate  description  of  depreciated  assets. 

•  Sale  of  assets  without  ITC  or  depreciation  recapture. 

Corporate  returns 

•  Substantial  change  in  accounts  receivable,  reserve  for  bad  debts, 
shareholder  loans,  accounts  payable,  treasury  stock,  capital  stock  or 
retained  earnings. 

•  All  Schedule  M  items,  to  determine  difference  between  income  on 
the  books  and  income  on  the  return. 

•  International  issues,  including  presence  of  a  foreign  tax  credit. 

•  Failure  to  meet  all  conditions  of  a  ruling. 

•  New  corporations  that  reflect  goodwill  or  accelerated  depreciation. 

•  Liquidations  that  might  trigger  recapture. 

•  Consolidated  returns  without  schedules  of  each  member's  respec- 
tive share. 

•  Short-period  returns. 

•  Carryovers  that  should  have  been  carried  back. 

•  Initial  use  of  LIFO. 

•  Existence  of  a  personal  holding  company,  indicated  by  substantial 
passive  income. 

•  Low  asset  return  reflecting  a  net  operating  loss. 


payers  who  get  TCMPed  must  pro- 
duce birth  certificates  for  dependents 
and  deeds  to  houses,  among  other 
things.  The  last  cycle  of  TCMP  audits 
was  drawn  from  1982  returns,  and  the 
audits  were  recently  completed. 
Good  luck. 


Forever  elusive 

Captive  insurance  companies, 
those  formed  primarily  to  insure 
the  parent  corporation,  have  provided 
nice  tax  deductions  on  the  premiums 
paid  by  the  parent.  The  IRS  has  been 
attacking  them  in  court,  claiming 
that  captives  aren't  considered  "arm's 
length"  insurers,  and,  lately,  winning 
against  them.  Given  their  history  of 
fancy  footwork,  however,  Forbes  pre- 
dicted that  the  captives  would  find  a 
way  to  stay  one  step  ahead  of  the  tax- 
men  (Nov.  19,  1984).  The  elusive  cap- 
tives appear  to  have  done  exactly  that. 

In  January  a  captive  won  a  major 
victory  when  a  U.S.  District  Court  in 
northern  Ohio  ruled  that  the  IRS 
should  not  have  disallowed  a  deduc- 
tion claimed  by  Cleveland-based 
Crawford  Fitting  Co.  for  premiums 
paid  to  Constance  Insurance,  al- 
though Crawford's  owner  had  a  major 
position  in  both  companies. 

Crawford  Fitting  is  owned  100%  by 
Fred  Lennon,  while  Constance  Insur- 
ance is  80%  owned  by  regional  ware- 
houses separately  held  by  Lennon  and 
his  family  and  20%  by  employees  of 
Crawford  and  its  outside  counsel. 
Nevertheless,  the  court  ruled,  there  is 
no  direct  parent-subsidiary  relation- 
ship between  Crawford  and  Con- 
stance in  the  sense  that  the  gains  or 
losses  of  Constance  do  not  affect  the 
net  worth  of  Crawford.  Consequently, 
Judge  David  Dowd  ruled  that  Con- 
stance was  at  arm's  length  from 
Crawford. 

Moreover,  the  judge  ruled,  Con- 
stance Insurance  came  into  being  in 
1978  only  after  the  Crawford  compa- 
nies were  unable  to  get  insurance 
elsewhere  at  reasonable  cost,  so  Con- 
stance had  a  legitimate  insurance  ob- 
jective and  was  not  merely  a  tax  shel- 
ter. And  it  also  insured  outsiders  like 
the  115  independent  distributors  of 
Crawford  products.  Finally,  the  court 
said,  Constance  was  adequately  cap- 
italized with  $1  million,  managed  by 
highly  regarded  Alexander  &  Alexan- 
der, and  the  pricing  of  products  was 
based  on  actuarial  charts. 

Moral:  Set  up  a  captive  for  legiti- 
mate business  reasons,  make  it  inde- 
pendent and  operate  it  like  any  pru- 
dent insurance  company,  if  you  want 
it  to  be  more  than  a  contested  tax 
shelter. — Richard  Morais 
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COMPANY. 


We're  growing  in  specialized  financial  services. 


At  O-I  we're  targeting  selected  new  businesses  for  expansion.  Not  growth 
ir  growth's  sake— but  profitable  growth. 

Like  specialized  financial  services— a  high-growth,  high-return  business, 
pportunities  for  entry  and  profitable  growth  exist  here  outside  the  strategies 
|  the  retail  financial  services  giants.  It's  a  matter  of  finding  the  right  niche. 

We  particularly  like  mortgage  banking— the  business  of  originating, 
Lying,  selling  and  servicing  residential  and  commercial  mortgages.  So  we 
Icently  acquired  Alliance  Mortgage  Co.,  headquartered  in  Jacksonville, 
lorida.  Alliance,  one  of  the  nation's  five  largest  producers  of  residential 
lortgages,  has  a  mortgage  servicing  portfolio  projected  to  exceed  $6  billion  in 
1)85.  It  operates  in  10  Sunbelt  states  and  is  the  largest  in  Florida. 

O-I  is  not  new  to  specialized  financial  services.  We've  been  involved  for 
lany  years  through  Owens-Illinois  Finance  Corp.,  a  commercial  financing 
lid  leasing  company,  and  Owens  Insurance, 
Id.,  an  offshore  insurance  company. 

We  see  this  area  as  a  key  element  in  our 
rerall  strategic  growth.  It  offers  significant 
|vestment  opportunities. 

Owens-Illinois.  A  $3.5  billion  global 
ganization  focused  on  profitable  growth. 
u  should  get  to  know  us  better.  OWENS-ILLINOIS 
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Toledo,  Ohio  43666 


On  the  Docket 


Is  nothing  sacred,  not  even  the  Delaware 
courts?  Time  was  when  they  were  predict- 
ably pro  business.  Not  anymore. 

Delaware  rocks 
the  boat 


By  Anthony  Baldo 


Everyone  knows  why  half  the 
firms  on  the  New  York  Stock 
Exchange  have  Delaware 
charters:  It's  because  of  the  state's 
lenient  incorporation  rules  and  its  pro 
business  judiciary.  Even  though  most 
companies  do  little  business  in  the 
state  itself,  they  have  used  its 
generally  sympathetic  courts 
for  important  lawsuits. 
And  Delaware  profits 
nicely  from  its  pro  busi- 
ness reputation.  Over 
10%  of  the  state's  tax  rev- 
enue comes  from  corpo- 
rate franchise  taxes. 

Why  then  have  so  many 
decisions  in  the  Delaware 
Supreme  Court  been  going 
against    corporations    re- 
cently?   Look   what   hap- 
pened in  Zapata  v.  Maldo- 
nado  in  1981,  in  which  the 
court  introduced  a  proce- 
dure for  reviewing  a  com- 
pany's decision  to  dismiss 
a    stockholder    derivative 
suit  even  if  the  company's 
litigation    committee    had 
recommended  against   the 
suit.  Columbia  University 
law  professor  John   Coffee 
says  that  for  many  corporate 
lawyers   the   decision   is   a 
"bombshell." 

But,  no,  Delaware  is  not 
changing  into  another  Cali- 
fornia. There  was  such  an 
outcry  about  the  Zapata  deci- 
sion that  the  court  limited  its 
applicability  in  Aronson  v. 
Lewis  last  year.  "Delaware 
has  enough  prestige  to  be  a 


little  independent,  but  it  will  not 
swim  upstream,"  says  Coffee.  "The 
movement  from  Zapata  to  Aronson 
shows  Delaware  retreating,  possibly 
because  of  criticism  from  corporate 
counsel." 

Nor  is  that  the  high  court's  first 
such  retreat  from  anticompany  rul- 
ings. In  Weinberger  v.  UOP,  Inc.  in 
1983,     the    Delaware    Supreme 
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Court  backed  off  from  its  highly  con- 
troversial Singer  v.  Magnavox  decision 
in  1977,  in  which  it  had  ruled  that  a 
shareholder  "squeeze-out"  merger 
with  a  partially  owned  subsidiary  can 
be  enjoined  if  the  merger  is  at  an  un- 
fair price  or  lacks  a  business  purpose. 
But  in  Weinberger,  the  court  held  that 
as  long  as  there  is  full  disclosure,  the 
shareholder's  only  remedy  is  to  vote 
against  the  merger  and  then  take  his 
chances  with  court  appraisal  of  the 
tender  offer's  fairness. 

But  the  picture  remains  mixed.  Ear- 
ly this  year,  in  Smith  v.  Van  Gorkom, 
the  Delaware  Supreme  Court  found 
that  Trans  Union  directors  had  been 
negligent  in  approving  a  merger  with 
a  subsidiary  of  the  Pritzkers'  privately 
held  Marmon  Group.  The  court  said 
the  directors  could  not  possibly  have 
reached  a  responsible  decision  in  just 
two  hours,  solely  on  the  basis  of  a  20- 
minute  oral  presentation.  Predicts 
Coffee:  "It's  going  to  scare  a  lot  of  •( 
directors  about  negligence." 

Right  now  in  Moran  v.  Household  i 
International,  the  "poison  pill"  issue  j 
is  before  the  state's  supreme  court. 
Whether  the  high  court  will  find  I 
acceptable  Household's  decision  to  i 
institute  such  a  stock-diluting  . 
takeover  deterrent  is  by  no  i 
means  predictable. 

It  appears  that  Delaware  is  I 
unwilling  to  kill  the  goose  that 
laid  its  golden  tax  egg.  "Some 
people  believe  there  is  a  fear 
that  if  Delaware  were  to  make  ■ 
too   many   judicial    decisions  t 
that  are  regarded  as  antiman-  i 
agement,   then  management  i 
would  cause  their  firms  to 
disincorporate   in   Delaware 
and  incorporate  in  some  rival 
state,"  says  George  Washing- . 
ton  University  law  professor 
Joel  Seligman. 

But  so  far  that  hasn't  hap- 
pened. With  25,683  new  in- 
corporations last  year,  up 
from  23,410  in  1983,  Dela- 
ware    stands     head     and  i 
shoulders  above  Nevada,  a 
determined       competitor, 
which  had  8,773  in  1984. 
But  Nevada  has  managed 
to  double  its  number  of 
incorporations     since    it 
started  pushing  for  them 
eight     years    ago— 
about  the  time  the 
Delaware   Supreme 
Court     started     issu 
ing  antimanagementj 
rulings. 
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HOW  THE  CARD 
THAT  TAKES  CARE 

OF  NEARLY  80  MILLION 
PEOPLETAKESCARE 

Of  BUSINESS, 


Nobody  takes  better  care  of  business 
than  the  Blue  Cross  and  Blue  Shield 
organization.  That's  why  employees  at 
73  of  America's  100  largest  companies 
carry  our  card. 

We're  doing  more  to  hold  down 
rising  health  care  costs 
than  any  insurance 
company. 

In  fact,  in  one  year, 
our  cost-containment 
programs  saved  our  custom- 
ers a  healthy  6  billion  dollars. 
Blue  Cross  and  Blue  Shield 
Plans  have  flexible  benefit 
programs,  too,  including  deduct- 

CARRY 
THE  CARING 
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ibles  and  co-insurance.  Our  financing 
options  range  from  fully-insured  pro- 
grams to  administrative  service 

contracts.  , 

Working  directly  with  doctors  and 
hospitals,  we've  expanded  our  elec- 
tronic systems  so  that  we  now  transmit 
55  miUion  "paperless  claims  annually. 
This  gives  you  better  service,  lower 
operating  costs,  less  paperwork. 
These  are  just  some  of  the  ways 
we  can  help  take  care  of  your 
business.  And  some  of  the 
\  reasons  why  we  cover  more 
people  than  our  ten  largest 
competitors  combined. 


Blue  Cross. 
Blue  Shield, 


Marketing 
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Yes,  rose  is  a  rose  is  a  rose,  but  determining 
what  you  call  it  is  now  a  growing  business. 


Name  that  brand 


By  Jeffrey  A.  Trachtenberg 

Tlhese  days,  a  good  name  is  hard  to 
find.  The  R.J.  Reynolds  Tobacco 
division  of  R.J.  Reynolds  Industries 
thought  the  perfect  brand  name  for  a 


new  cigarette  aimed  at  fashion-con- 
scious, young  women  smokers  would 
be  Ritz,  as  in  puttin'  on  the.  .  .  .  Not 
so  fast,  said  the  Ritz  Hotel  in  Paris, 
haunt  of  several  generations  of  Amer- 
ican romantics.  The  hotel,  which,  as 


it  happens,  markets  a  brand  of  ciga- 
rettes called  Ritz  Paris,  brought  a 
trademark  infringement  suit  against 
Reynolds. 

Was  RJR  intentionally  infringing 
the  Paris  hotel's  trademark?  That's 
for  the  courts  to  decide;  the  suit  is 
pending  in  a  New  York  federal  court. 
But  name  overlap  can  happen  inno- 
cently these  days.  In  the  last  four 
years  alone  more  than  150,000  trade- 
marks were  registered  with  the  U.S. 
Patent  &  Trademark  Office.  That's 
double  the  number  of  names  regis- 
tered in  the  preceding  four  years.  It 
makes  picking  a  name  a  big  problem. 

But  be  of  good  cheer.  Some  smart 
businessmen  are  willing  to  relieve 
you  of  the  problem.  For  a  price.  "The 
days  when  clients  asked  their  adver- 
tising agencies  to  crank  out  a  few 
names  or  held  a  company  contest  are 
over,"  declaims  Frank  Delano,  chair- 
man of  the  New  York  firm  of  Delano 
Goldman  &  Young  Inc.  Its  business  is 
making  up  names.  "We  can  clear  a 
name  in  North  America  in  about  four 
hours  and  foreign  countries  in  about 
five  days." 

What's  in  a  name?  Plenty,  says 
Larry  Goldman,  Delano's  partner.  Ap- 
ple  Computer's   name   was   a   good 
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Frank  Delano  ( left )  and  Larry  Goldman  of  Delano  Goldman  &  Young 
What's  in  a  name?  Money,  for  one  thing. 


Ted  Kappler 
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THE  NEW  CONTENDER  COPIERS  HAVE 

KNOCKOUTS  IN  EVERY  CLASS. 
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COPIERS 

PACK  A 

WALLOP! 
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FEATURES 
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WKEM  IT  COAAES 

T<?  SERVICE  WERE 
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Ladeez  ari  gentlemen,  in  this  corner  the  1985 
Icopiers  that  go  the  distance:  The  new  contenders 
pom  Pitney  Bowes!  With  sorting,  stacking,  auto- 
jmatic  duplexing,  automatic  paper  size  selection, 
nautomatic  reducing/enlarging  for  jobs  big  and 
ilsmall.  Best  of  all,  the  new  contenders  are  all 
Bbacked  by  a  nationwide  service  system  that  works 
ijto  keep  these  great  copiers  in  great  shape 
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©  1985  News  Group  Chicago,  Inc. 

To  find  out  firsthand  the  kind  of  stuff  these  copiers 
have,  call  toll-free  anytime  for  a  free  demonstration, 
1-800-MR.  BOWES  ext.  20  (1-800-672-6937  ext.  20). 
Or  write  Pitney  Bowes,  1729C  Crosby  Street, 
Stamford,  Connecticut  06926-0700. 

So  whether  you've  got  a  big  job  or  a  little 
job,  Pitney  Bowes  has  a  copier  that's  about 
the  size  of  it. 


PITNEY  BOWES  COPIERS,  THE  NEW  CONTENDERS 

Over  700  sales  and  service  points  throughout  the  U.S.  and  Canada.  Mailing,  Shipping,  Dictating  and  Facsimile  Systems,  Copiers,  Business  Forms  and  Office  Supplies. 


Up  Pitney  Bowes 


Marketing 


choice,  he  explains,  because  it  sepa- 
rated the  company  from  thousands  of 
others  using  the  word  computer  as 
part  of  their  trademark.  Goldman 
claims  he  told  Apple  that  Lisa  was  a 
poor  name  choice  for  its  later  product. 
"Too  feminine,"  says  Goldman. 

Where  do  companies  get  their 
names?  Some  let  their  computers 
spew  out  thousands  of  letter  combi- 
nations. Other  sources  include  for- 
eign words,  trees,  flowers,  even  words 
that  don't  mean  anything  but  do  im- 
ply desirable  qualities — such  as  Ford's 
Merkur,  which  sounds,  as  it  is  intend- 
ed to,  German  and  vaguely  high  tech. 
The  challenge  in  these  cases  is  to 
match  the  name  with  the  image  of  the 
product. 

For  big  jobs,  like  naming  cars  or 
motorcycles,  Delano  Goldman  &. 
Young  might  charge  $100,000  or 
more.  A  smaller  job  might  cost 
$20,000.  Clearly,  the  name  business 
is  profitable.  Delano  says  that  last 
year  his  company  generated  $1.2  mil- 
lion in  revenues,  with  pretax  earnings 
of  22%,  and  he  expects  to  do  $2  mil- 
lion in  1985. 

Delano  Goldman  is  not  without 
competition.  NameLab  inc.,  in  San 
Francisco,  works  from  morphemes — 
the  core  semantic  unit  within  a  word. 
For  example,  "tra"  in  transport,  used 
by  NameLab  in  the  name  Softra  for  a 
California  software  distributor.  There 
are  approximately  6,200  morphemes 
in  the  English  language,  the  root  of 
most  of  the  150,000-word  stock  of  the 
language.  Ira  Bachrach,  NameLab's 
president,  says  he  has  programmed 
each  morpheme  into  his  computer 
through  the  use  of  a  notational  sys- 
tem. The  end  result:  coinages  like 
Compaq  (morpheme:  pak,  meaning  a 
small  object). 

"Most  of  the  morphemes  are  Indo- 
European,  the  root  of  most  of  the  ma- 
jor Western  languages.  By  choosing 
the  right  morphemes,"  says  Bachrach, 
"you  can  create  names  that  have  an 
impact  worldwide."  One  example: 
Acura,  the  name  of  Honda's  new  lux- 
ury car.  Bachrach  thinks  the  word 
conveys  precision — as  in  accurate — 
which  was  Honda's  intention.  Acura 
also  meets  the  technical  demands  of  a 
coined  word,  Bachrach  explains.  Be- 
cause it  ends  with  the  suffix  a.  it  is 
read  as  a  noun  and,  therefore,  a  name. 
The  word  also  starts  and  ends  with 
the  same  letter,  making  it  more 
memorable,  and  contains  three  clear- 


ly voiced  syllables  in  only  five  letters. 
Suzanne  Leff,  vice  president  of  In- 
terbrand,  Inc.,  a  New  York  company 
in  the  name  business,  points  to  Lozol, 
a  drug  for  treating  high  blood  pres- 
sure, manufactured  by  USV  Laborato- 
ries, a  unit  of  Revlon.  "The  name  is  a 


palindrome — it  is  spelled  the  same 
backwards  and  forwards — which  is  an 
advantage  because  such  words  tend  to 
have  a  pleasant  sound  and  are  well 
balanced,"  says  Leff. 

Needless  to  say,  the  name  was  cre- 
ated by  Leff 's  company. 


Next:  designer  fridges? 


W'  hat  do  you  do  if  you  are  a  high- 
cost  producer  in  a  highly  com- 
petitive market?  Give  up?  Not  if  you 
are  the  Admiral  division  of  Magic 
Chef,  Inc. 

Admiral's  problems  began  in  the 
late  Seventies,  when  the  company 
found  it  could  no  longer  compete  ef- 
fectively against  its  largest  competi- 
tors— General  Electric,  Whirlpool  and 
White  Consolidated.  Rather  than  dif- 
ferentiate products  and  segment  mar- 
kets, appliance  industry  leaders  have 
standardized  the  product  and  compet- 
ed on  price.  But  with  only  one-third 
the  share  of  its  biggest  competitor, 
and  no  smaller  market  segment  to  call 
its  own,  Admiral  lost  some  $180  mil- 
lion in  five  years  for  owner  Rockwell 
International.  Magic  Chef  acquired 
the  troubled  division  in  1979. 

John  R.  Green  Jr.,  who  stayed  on  as 
president  after  the  Magic  Chef  pur- 
chase, recalls  his  thinking  at  the  time: 
"We  knew  that  we  would  have  to  live 
at  10%  or  11%  of  the  refrigerator  mar- 
ket for  the  rest  of  our  lives.  What  we 
had  to  figure  out  was  a  way  to  like 
living  there." 

Green  and  company,  says  Charles 
A.  Dowd,  vice  president  of  sales  and 
marketing  at  Admiral,  reviewed 
reams  of  market  data,  including  sur- 
vey results,  psychographic  studies 
and  focus  group  transcripts.  They 
found  that  since  affluent  Americans 
were  entertaining  increasingly  at 
home,  many  would  pay  extra  to  get 
more  than  just  a  "cold  box." 

Admiral  set  out  to  give  cachet  to 


the  homely  fridge.   Its  first  reposi 
tioned  product,  aptly  named  The  En 
tertainer,  was  a  side-by-side  refngera 
tor    that    delivered    ice    and    water 
through  the  door  and  included  a  built 
in  wine  rack  and  storage  for  micro 
wave  trays.  Priced  at  around  $1,000, 
The  Entertainer  hit  the  market  in  ear- 
ly     1982,     when     most     recession- 
shocked     appliance     manufacturer 
were    struggling    to    sell    bare-bone: 
models  at  half  the  price.  Yet  sales  o: 
Admiral's  new  high-ticket  unit  ros' 
quickly.  In  1983  Admiral  added  a 
other    entertainment-oriented    prod 
uct,    the    Ala    Mode — a    refrigeratoi 
with  a  built-in,  patent-protected  i| 
cream  maker.  Now  Admiral  is  brin, 
ing  out  yet  another  new  product,  the 
Party  Ice  refrigerator,  which  Admiral 
claims  can  make  up  to  12  pounds  of 
ice  per  day.  They  sold  almost  100,000 
top-drawer  fridges  in  three  years. 

In  1979  Admiral  had  a  10%  share  of 
a  5.7-million-umt  market.  Today  its 
share  has  risen  to  15%  of  the  market. 
Although  only  20%  of  Admiral's  sales 
are  at  the  high  end  of  the  market, 
much  of  its  recent  unit  gain  is  in  this 
highly  profitable  segment.  The  higher 
margins  on  the  gadgety  refrigerators 
have  put  the  Admiral  division  health- 
ily in  the  black.  But  Admiral  cannot 
rest  on  its  laurels.  General  Electric  is 
about  to  market  gadget-laden  refriger- 
ators that  also  talk.  For  now,  though, 
thanks  to  smart  marketing,  the  Admi- 
ral brand  has  gained  a  new  lease  on 
life. — Raymond  Goydon 
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Windmills 


The  Dutch-  Leaders  in  Innovative 
Technology  Then  and  Now. 


Whether  capturing  energy  from  the  winds,  or 
transmitting  signals  across  the  globe,  the  Dutch 
have  always  mastered  new  technologies. 

Highly  productive.  Resourceful.  Educated. 
Multilingual.  And  located  Right  in  the  Center  of 
the  $3  trillion  European  market.  The  Dutch. 

Put  your  company 

Right  in  the  Center. 

The  Netherlands.  JJSflJBfc 
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The  Netherlands 


Netherlands  Industrial  Commission 
One  Rockefeller  Plaza 
New  York,  New  York  10020 
(212)  246-1434 


Technology 


Edited  by  Stephen  Kindel 


Seaborne  scientists  are  making  use  of  the 
latest  oilfield  technology  to  figure  out  the 
history — and  the  future — of  Earth. 

A  computer-age 
Darwin 


By  Ellen  Benoit 


Rather  like  a  latter-day  Darwin 
aboard  the  Beagle  in  search  of 
the  Origin  of  Species,  a  43- 
year-old  marine  geophysicist  named 
Philip  Rabinowitz  has  set  out  with  a 
crew  of  50  scientists  and  technicians 
on  a  converted  oil-drilling  vessel  to 
try  tracing  the  evolution  of  the  Earth. 
"Someday,"  says  Rabinowitz,  "books 
are  going  to  be  written  about  this. 
Everybody's  excited." 

They  should  be.  Rabinowitz  is  di- 
rector of  the  Ocean  Drilling  Program 
(ODP)  at  Texas  A&M  University, 
which  runs  ODP  for  Joint  Oceano- 
graphic  Institutions,  Inc.,  a  consor- 
tium of  the  ten  major  U.S.  oceanogra- 
phic  institutions.  Rabinowitz,  who 
has  a  Ph.D.  from  Columbia  Universi- 
ty, has  turned  a  470-foot,  18,000-ton 
drilling  ship,  the  Sedco/BP471,  jointly 
owned  by  Sedco,  Inc.  of  Dallas  and 
British  Petroleum,  into  a  giant  earth 
science  laboratory  for  the  most  so- 
phisticated effort  yet  mounted  to 
study  the  Earth's  evolution.  "We're 
looking  for  why  the  continents  split 
apart  and  why  the  ocean  floor 
spreads,"  explains  Rabinowitz.  And 
maybe,  as  a  by-product,  the  why  and 
how  of  predicting  earthquakes  and 
volcanic  eruptions,  since  they  are 
both  related  to  continental  and  ocean 
floor  movement. 

Rabinowitz  and  his  crew  are  also 
curious  about  the  Earth's  magnetic 
field.  It  has  reversed  itself  many  times 
(making  north  appear  as  south  on 
compasses),  and  scientists  don't  really 
understand  why.  But  they  do  believe 
that  the  magnetic  field  protects  the 


Earth  from  radioactive  material. 
Some  think  the  magnetic  field  disap- 
pears before  reversing  and  that  the 
resulting  exposure  to  radiation  may 
have  something  to  do  with  the  extinc- 
tion of  certain  life  forms. 

All  of  these  studies  fall  under  a  rela- 
tively new  discipline  known  as  plate 
tectonics,  which  studies  the  move- 
ments of  the  major  land  and  ocean 
masses  covering  the  planet.  If  you 
have  wondered  since  childhood  why 
Africa  looks  as  "if  it  would  fit  snugly 
into  the  lap  of  North  and  South  Amer- 
ica, that's  because  it  did  once,  mil- 
lions of  years  ago.  But  Rabinowitz  and 
company  want  to  find  out  why  Africa 
and  other  continents  moved  apart. 

The  answer  probably  has  some- 
thing to  do  with  another  earthly 
movement  called  ocean  floor  spread- 
ing. This  occurs  continually  as  mol- 
ten matter  beneath  the  seas  rises 
through  and  spills  out  of  deep  ocean 
floor  ridges,  at  the  same  time  that 
older  portions  of  one  plate  slide  under 
another,  usually  beneath  deep-sea 
trenches.  The  ocean  floor  thus  keeps 
getting  younger,  even  as  the  planet 
ages.  "The  oldest  point  in  the  ocean," 
says  Rabinowitz,  "is  now  200  million 
years,  but  it's  being  consumed  be- 
neath the  trenches."  How  the  ocean 
floor  changes,  and  the  rate  at  which  it 
gets  younger,  may  provide  clues  to  the 
future  of  the  planet. 

The  study  of  the  Earth's  evolution 
is  not  new,  of  course,  but  this  is  the 
first  time  so  much  of  the  latest  tech- 
nology has  been  used  in  concert  in 
one  place  and  on  such  a  grand  scale. 
The  ship  features  a  seven-story  earth 
science  laboratory  and  enough  drill 
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pipe  to  drill  in  water  as  deep  as  27,000 
feet,  though  the  average  ocean  depth 
is  15,000  feet.  t- 

At  each  site,  ODP's  six-man  drill  I  ^ 
crew  sends  pipe  down  to  a  target  on  w^\ 
the  ocean  floor.  Within  the  drill  pipe  t  \its 
is  a  9'/2-meter  steel-core  barrel.  The 
drill  bit,  powered  by  a  2,800-horse- 
power  top  drive,  forces  core  materi- 
al— clay,  chalk  or  hard  rock — into  the 
core  barrel's  3s/8-inch-diameter  plastic 
lining.  In  15,000  feet  of  water  the  drill 
can  get  through  the  length  of  one  9Vi-     ;i 
meter  pipe  in  about  30  minutes. 

The  next  job,  drawing  core  material  nsent 
up  through  the  drill  string,  takes  long-  - 
er.  Wire  is  run  down  through  the  drill 
pipe  and  hooked  to  the  neck  of  the 
core  barrel,  then  hauled  up  slowly. 
Once  the  barrel  is  out  of  the  drill 
string,  a  cable  with  electrical  lines 
and  instruments  is  lowered  into  the 
drill  hole.  This  procedure — "logging 
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me  hole" — measures  factors  like  den- 
sity and  porosity  and  the  velocity  of 
[iound  through  rock  layers.  It's  the 
lame  procedure  oil  companies  use  to 
jheck  for  signs  of  oil.  Finally,  some 
oles  are  covered  with  a  sonar-recep- 
fiive  cone  in  case  more  data  need  to  be 
fetrieved  later.  "It's  like  standing  atop 
(he  Empire  State  Building  and  drop- 
ping a  thread  through  a  needle — while 
j'ou're  bouncing  up  and  down,"  says 
.abinowitz. 

\;  Once  the  core  samples  are  raised, 

lie  real  work  begins.  Whether  sedi- 

aent  or  rock,  each  9'/2-meter  core 

'ample  is  cut  into  seven  sections. 

!ach  one  is  described  and  registered, 

rid  information  on  it  is  displayed  on 

'-levision  screens  at  many  points  on 

lip.  Initially  samples  are  measured 

)r  density,  magnetic  field  and  heat 

Dnductivity.    Then    they    are    split 

mgthwise.  One  half  is  archived  and 


eventually  will  be  preserved  at  Texas 
A&M  or  at  Columbia's  Lamont-Do- 
herty  Geological  Observatory. 

The  other  core  halves  go  through  a 
gauntlet  of  additional  tests  in  the 
ship's  laboratories.  Fossils  are  identi- 
fied in  the  paleontology  lab,  for  in- 
stance, and  mineral  content  is  exam- 
ined in  the  petrology  lab.  There  is 
even  a  scanning  electron  microscope 
for  scrutinizing  samples  that  have 
been  freeze-dried  in  the  ship's  chem- 
istry lab. 

Sedco/BP471  has  now  completed 
drilling  cruises  in  the  Gulf  of  Mexico 
and  the  Bahamas.  In  November  it  will 
become  the  first  ship  to  drill  in  bare 
rock  along  the  mid-Atlantic  ridge.  By 
constructing  a  gimbal-mounted  plat- 
form on  the  sea  floor  to  steady  the 
drill,  the  crew  will  be  able  to  extrude 
and  examine  layers  of  the  Earth's 
newest  crust. 


Left:  Sedco/BP471  sets  sail 
from  Miami.  Top:  Ocean 
Drilling  Program  Director 
Philip  Rabinowitz  on  deck. 
Middle:  Core  samples  of 
earth  are  tested  in  shipboard 
laboratory.  Bottom:  Crew 
readies  drilling  equipment 
for  next  site. 
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Over  the  next  ten  years  ODP  will 
drill  at  numerous  spots  around  the 
world,  as  far  north  as  the  Norwegian 
Sea  and  as  far  south  as  the  Weddell  Sea 
in  the  Antarctic.  Rabinowitz  can  hard- 
ly wait.  When  Secko/BP471  first  sent 
drill  pipe  to  the  ocean  floor  during 
recent  cruises,  he  reports,  "I  thought 
I'd  hear  the  music  from  2001." 


Spare  the  cost 
and  spoil  the  food 

The  carton  of  milk  you  buy  bears  an 
expiration  date  five  days  hence, 
yet  the  milk  is  decidedly  sour.  You 
demand  a  refund — or  switch  stores. 
Annual  spoilage  losses  cost  retail  gro- 
cers 15%  to  20%  of  the  value  of  per- 
ishable products  like  fish  and  dairy 
products,  according  to  the  Food  Mar- 
keting Institute  in  Washington,  D.C. 
In  the  end,  of  course,  the  consumer 
pays,  but  a  retailer  who  could  beat  the 
spoilage  problem  would  have  a  clear 
competitive  edge. 

LifeLines  Technology,  a  new  ven- 
ture of  Allied  Corp.,  believes  it  has  a 
system  to  monitor  continuously  the 
remaining  shelf  life  as  a  result  of  tem- 
perature exposure  of  perishable  and 
semiperishable  produce  throughout 
the  distribution  chain,  from  process- 
ing to  the  retail  stockroom.  A  rival 
system  is  offered  by  I-Point  Technol- 
ogies, Ltd.,  a  small  private  manufac- 
turer in  Washington,  D.C. 

"Current  'open  dating'  practices 
and  spot  temperature  checks  for  per- 
ishable items  such  as  milk  are  inad- 
equate," says  Robert  Rose,  I-Point's 
vice  president  for  product  develop- 
ment, "because  they  fail  to  take  into 
account  fluctuations  in  temperature 
that  invariably  occur  in  distribution." 
Milk,  for  example,  will  remain  stable 
for  an  average  of  ten  days  after  leaving 
the  dairy  if  it  is  stored  at  optimum 
temperatures  between  35  degrees  and 
38  degrees  Fahrenheit.  But  if  there  are 
serious  fluctuations  in  temperature, 
its  shelf  life  is  reduced  dramatically. 

How  do  the  systems  work?  I-Point's 
TTM  (Time/Temperature  Monitor) 
was  originally  developed  in  Sweden  in 
1972  and  brought  to  the  U.S.  by  I- 
Point  in  1974.  It  is  an  adhesive-backed 
label,  the  size  of  a  movie  ticket,  and 
contains  a  clear  plastic  bubble  or 
"window"  with  two  capsules  separat- 
ed by  a  seal.  One  capsule  contains  the 
enzyme  lipase;  the  other  a  fatty  sub- 
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stance,  lipid  tricaproine.  When  pres- 
sure is  applied  to  the  left  side  of  the 
label,  the  seal  is  broken  and  the 
chemicals  combine  to  activate  the  in- 
dicator label.  The  passage  of  time  and 
changes  in  temperature  produce  vari- 
ations in  color,  from  green  to  yellow 
to  red.  The  lower  the  temperature,  the 
slower  the  rate  of  color  change. 

By  contrast,  Allied's  monitoring  de- 
vice, the  LifeLines  Inventory  Manage- 
ment System,  combines  proprietary 
polymers  with  computer  optics  and 
communications  technologies.  The 
LifeLines  label  contains  an  indicator 
that  turns  progressive  shades  of  blue 
in  response  to  higher  temperatures,  as 
well  as  a  standard  bar  code  that  can  be 
used  for  inventory.  Hand-held  com- 
puters equipped  with  optical  wands 
read  the  bar  code  and  the  indicator  at 
strategic  points  in  the  distribution 
chain.  The  computers  process  the 
data  and  display  the  pertinent  infor- 
mation— product  identity,  percentage 


spoiled  shipment  as  a  result  of  tem- 
perature abuse.  But  Albertson's  isn't 
using  the  system  for  other  items. 
Why?  Steven  Hilton,  corporate  man- 
ager of  quality  assurance,  explains: 
"What  may  keep  companies  from  uti- 
lizing the  technology  with  other  fro- 
zen products  is  simply  the  logistics 
and  the  expense — not  of  the  labels 
themselves,  which  cost  between  10 
cents  and  20  cents  each — but  of  the 
time  and  manpower  required  to  im- 
plement them."  Albertson's  uses  the 
labels  on  ice  cream,  the  only  product 
it  manufactures.  But  Hilton  wishes 
his  suppliers  used  them,  too. 

Allied's  LifeLines  labels  cost 
more — 75  cents  apiece  in  quantities 
up  to  10,000,  and  15  cents  apiece  for  a 
million  or  more.  The  Allied  system 
also  requires  a  hand-held  computer, 
about  the  size  of  a  conventional  bar, 
code  reader,  that  costs  about  $5,000. 
Database  software  is  $5,000  and  de- 
velopment   software    at    least    thati 


Allied  Corp.  's  hand-held  temperature  and  bar  code  reader 
It  costs  a  lot,  but  so  does  spoilage. 


Jan  scalier 


of  freshness,  remaining  shelf  life, 
even  commands  such  as  "Discard 
now"  or  "Ship  immediately." 

Results  are  impressive.  Pappas  In- 
ternational Foods  of  Boston,  a  fresh- 
fish  processor  supplying  more  than  35 
supermarket  chains  across  the  coun- 
try, has  been  using  the  I-Point  moni- 
tors for  several  years  and  claims  less 
than  a  2%  return  for  spoilage. 

Why  aren't  the  systems  in  wider 
use?  Too  costly.  Albertson's,  the  re- 
gional supermarket  chain,  has  been 
using  I-Point's  labels  for  ice  cream 
since  1979  and  has  yet  to  experience  a 


much.  Then  there  is  the  IBM-XT  com-- 
puter  to  analyze  the  data,  and  it  has, 
only  sufficient  power  for  initial  im- 
plementation of  the  system. 

Despite  early  skepticism  over  in- 
vesting in  temperature  monitoring, 
Allied  and  I-Point  are  confident  of  a 
growing  market.  They  point  to  con- 
sumers' growing  insistence  on  fresh- 
ness and  the  marketing  edge  it  can 
give  a  retailer.  "Eventually,"  says  I- 
Point's  Robert  Rose,  "it  becomes 
more  costly  not  to  use  monitors  than 
to  use  them." — Nicholas  Shrady 
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"Hard  to  swallow,  but  the  Delco-GM/Bose 
4usic  System  has  even  more  technology  than  I  do. 


Born  in  195©  at  M.I.T., 

Morgan  is  a  vjfal  member  of  the 

Delco-GM/Bose  Design  Team. 

"I  don't  believe  everything  I  read,  but  I 
must  agree  with  what  Popular  Science 
wrote  about  the  Delco-GM/Bose  Music 
System,  'It's  as  good  or  better  than  the 
best  home  systems  I've  heard.' 

"Why  do  critics  continually  rave  about 
the  sound?  Quite  simply,  because  the 
Delco-GM/Bose  Music  System  has  more 
technology  than  any  other  music  system 
—for  car  or  home.  And  believe  me,  I 
know  technology. 

"You  see,  I've  been  blessed  with  an 
acoustic  computer  brain  that  allows  me 
to  draw  pictures  of  sound  the  way 
humans  hear  it.  So  engineers  can  design 
different  Delco-GM/Bose  Music  Systems 
for  specific  models  of  Cadillac,  Oldsmo- 
bile,  Buick  and  Chevrolet. 


"Every  car  has  four  separate  sound 
modules,  each  with  its  own  'digital  mode' 
amplifier  that  I  match  to  the  acoustics  of 
the  car.  Plus  helical  voice  coil  speakers, 
reflex  enclosures,  exclusive  Delco  inte- 
grated circuits. .  .The  list  is  much  longer 
than  I  can  tell  you  about  here. 

"The  technology  is  impressive,  even 
by  my  standards.  But  that's  not  why  you 
should  visit  your  GM  dealer  and  ask  for  a 
demonstration.  It's  simply  that  'you  have 
to  hear  it  to  believe  it."  (Popular  Mechanics) 


Morgan  helps  us  design 
a  different  Deku-CM/ 
Bose  Music  System  to 
match  the  acoustics  of 
specific  CM  car  models. 


Delco  13 


Sound  so  real,  it  will  change  how 
you  feel  about  driving. 
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A  Harris  Company 


Complete  office  automation  from  one  source.  Networks.  Word 
processors.  Dictation  equipment.  Copiers.  Even  business  phone 
systems.  With  customer  training  and  service  second  to  none. 
High  technology?  Absolutely 
Lanier  is  now  part  of  Harris 
Corporation,  a  world  leader  in 
Information  Technology  For  a 
demonstration,  call  us  at 
800-241-1706:  Or  send  the 
coupon.  Today. 

FOR  YOUR  INFORMATION, 
WE'RE  NOW  PART  OF  HARRIS. 


1700  Chantilly  Drive,  N.E. 
Atlanta,  GA  30324 

Name 


Firm 

Address  - 
County_ 
City 


JTitie. 


.Phone. 

.State— 


.Zip. 


"In  Georgia  call  404-321-1244  collect. 
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New  products  and  hot  technologies  can 
come  from  some  of  the  most  unlikely 
sources.  Witness  the  latest  experiment  in 
cell  culture  media — cow's  milk. 


White  gold? 


By  Robert  Teitelman 


F|  armers  used  to  throw  away 
colostrum,  the  yellowish  milk 
that  cows  produce  around  the 
time  they  calve.  Soon  they  may  be 
selling  it  to  scientists.  What  has  sci- 
entists interested  in  colostrum  is  the 
possibility  that  it  can  be  used  as  a 
culture  medium — a  mixture  of 
chemicals  and  nutrients  that  fuels 
cell  growth.  As  long  as  cell  culture 
media  were  confined  to  lab-size  quan- 
tities, nobody  cared  how  expensive 
they  were.  But  with  biotech  firms 
scaling  up  production,  they  care  now. 
"Culture  media,"  says  Allan  jarvis  Jr., 
vice  president  for  research  at  Need- 
ham,  Mass. -based  Damon  Biotech 
Inc.,  "have  become  very  hot." 

That  means  opportunity  for  scien- 
tists able  to  come  up  with  new.  media. 
Most  labs  still  use  the  traditional  cul- 
ture medium  to  grow  mammalian 
cells  in  vitro,  or  outside  the  body:  Nu- 
trients including  salts,  vitamins  and 
amino  acids  are  mixed  with  bovine 
blood  serum,  often  from  fetal  calves. 
The  bovine  serum,  which  is  very 
similar  to  human  serum,  contains  ev- 
erything in  whole  blood  except  the 
clot.  It  also  contains  fibronectin,  a 
material  that  allows  cells  to  form 
colonies,  and  a  lot  of  growth  factors. 

But  bovine  serum,  fine  as  a  labora- 
tory medium,  is  too  expensive  for 
large-scale  biological  production.  At 
$60  to  $100  for  half  a  liter— a  price 
that  has  been  steadily  increasing  and 
that  depends  on  the  supply  of  fetal 
calves  and  cows — bovine  serum  isn't 
cheap.  Also,  while  bovine  serum  usu- 
ally induces  cell  growth,  it  doesn't 
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Klagsbrun  with  colostrum  medium 
Today  waste,  tomorrow  product. 

always  generate  cell  productivity; 
that  is,  you  don't  always  get  the  sub- 
stances you  want. 

So  the  market  for  blood  serum,  cur- 
rently running  somewhere  between 
$20  million  and  $50  million  a  year,  is 
looking  for  a  substitute.  Enter  Mi- 
chael Klagsbrun,  associate  professor 
of  biological  chemistry  at  Harvard 
Medical  School.  In  the  late  Seventies 
Klagsbrun  became  fascinated  with 
milk.  Like  blood,  it  contains  a  variety 
of  proteins  and  cellular  structures 
that  are  needed  to  nurture  developing 
organisms.  "We  suspected  milk 
might  have  some  potent  growth  fac- 
tor activity,"  says  Klagsbrun. 

Klagsbrun  began  to  try  to  grow  cells 
in  a  medium  mixed  with  milk  instead 
of  blood  serum.  Ordinary  milk  would 


support  some  cells,  but  it  lacked  the 
necessary  concentration  of  growth 
factors  to  duplicate  the  effect  of  blood 
serum  However,  Klagsbrun  discov- 
ered that  cells  grew  especially  well  in 
colostrum,  which  contains  an  even 
higher  level  of  growth  factoi  than  is 
found  in  blood  serum.  That  growth 
factor  seems  to  resemble  a  class  of 
human  factors  called  PDGF,  or  plate- 
let-derived growth  factor.  PDGr-  stim- 
ulates cell  growth,  such  as  scat  tissue 
around  a  wound. 

The  only  cells  that  didn't  show  sus- 
tained growth  were  fibroblasts,  which 
form  connective  tissue,  because  co-: 
lostrum  lacks  the  necessary  fibronec- 
tin. By  mixing  small  amounts  of  blood 
serum  with  the  colostrum,  however, 
Klagsbrun  found  that  the  medium 
spurred  the  growth  of  all  cells,  includ- 
ing fibroblasts.  Last  year  Klagsbrun's 
use  of  colostrum  as  a  cell-culture  me- 
dium was  patented. 

Not  long  after  that,  Baltimore- 
based  Nova  Phaimaceuticals  took  out 
a  license  on  Klagsbrun's  discovery. 
Nova,  a  small  biotech  firm  ($2  million 
in  1983  revenues,  all  from  contract 
research),  sees  a  potential  market  of 
$2  million  to  $5  million  in  revenues 
annually,  mostly  because  of  the  cost 
advantage  over  bovine  serum. 

Still,  those  forecasts  are  based  on 
replacing  the  bovine  serum  with  co- 
lostrum for  laboratory  use.  What 
about  the  developing  industrial  mar- 
ket; While  colostrum  may  be  ade- 
quate tor  some  applications,  the  real 
answer  may  he  with  an  array  of  syn- 
thetic brews  called  serum-free  media. 
Work  on  serum-free  media  began 
about  25  years  ago,  at  the  W  Alton 
Jones  Cell  Science  Facility  in  Lake 
Placid,  NY.,  where  Director  Gordon 
Sato  and  his  colleagues  were  develop- 
ing ways  to  grow  specialized  cells. 
They  slowly  realized  they  could  take 
off-the-shelf  hormones,  or  growth  fac- 
tors, add  m  the  so-called  basement  i 
membrane  components,  such  as  fi-i 
bionectm  and  collagen,  and,  presto, 
produce  a  serum-free  synthetic  medi- 1 
um.  The  advantages?  A  much  simplex 
medium  than  either  colostrum  or  se- 
rum that  can  be  tailor-made  toi  a  par- 
ticular kind  of  cell.  Call  it  more  bang 
for  the  buck. 

Perhaps  more  important,  Sato's 
work  on  serum -free  media  has  also 
contributed  to  a  better  understanding 
of  exactly  how  individual  cells  react 
to  such  compounds  as  growth  fac- 
tors— how,  in  other  words,  they  use 
the  culture  medium.  In  an  industry 
staking  its  survival  on  the  productiv- 
ity of  individual  cells,  that  is  an  im- 
portant consideration. 
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)FUNCK  MANAGER  OF  POSTAL  AFFAIRS  MONTGOMERY  WARD 


"ZIP+4  codes 
will  save 

Montgomery 
Ward  over 


00,000  a  year: 

MAIL  THIS  COUPON  TO  SEE  HOW  YOUR  COMPANY  CAN  SAVE,  TOO. 


1 


Montgomery  Ward  was  one  of  the 
pioneer  companies  to  change  to 
ZIP+4  codes— the  Postal  Service's 
9-digit  system  for  First-Class  Mail?  Now 
their  regular  mailings  are  made  at  con- 
siderable savings.  Mr.  Funck  elaborated, 
"The  postal  discounts  save  us  so  much, 
we  should  cover  our  start-up  costs  in 
the  first  6  months." 

As  for  the  start-up,  "changing  our 
files  to  ZIP+4  codes  was  relatively 
simple.  We  used  software  provided  by 
a  commercial  vendor,  and  after  only  a 
month,  we  completed  the  change." 

Find  out  how  the  ZIP+4  program  can 
work  for  you.  Complete  the  coupon.  For 
immediate  assistance  or  the  number  of  a 
local  postal  customer  service  represen- 
tative, call  1  800  842-9000,  ext.  349 . 


Please  check  your  line  of  business: 
D  Insurance,  D  Banking,  D  Manufacturing, 
D  Securities,  D  Utilities,  D  Education, 
D  Retail,  D  Government,  D  Publishing, 
□  Service  Company,  □  Other. 


And  check  your  yearly  First-Class  Mail 
volume:  □  Up  to  10,000,  D  10,001-50,000, 

□  50,001-100,000,  □  100,001-1,000,000, 

□  1,000,000+ 

U.S.  Postal  Service,  Regular  Mail  Services 

P  O  Box  2999 

Washington,  D.C.  20013-2999 

Name 

Title Company 


Address. 
City 


State. 


.ZIP. 
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ADDRESSING  TOMORROW  TODAY. 
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Distressed  by  the  very  high  cost 

of  computer  software?  How  about  trying 

user-supported  software? 


The  high  cost 
of  software 


By  Owen  Davies 


IN  THE  FIRST  YEAR  ALONE,  a  typical 
computer  owner  spends  at  least 
half  as  much  on  programs  as  on 
hardware.  A  typical  starter's  package 
for  the  IBM  PC— Wordstar,  Lotus  1-2- 
3  and  dBASE  III— retails  for  over 
$1,600.  A  good  accounting  system 
costs  more  than  $2,500,  with  some 
specialized  programs  edging  past 
$5,000. 

But  now  business  users  are  begin- 
ning to  discover  what  the  hackers  and 
computer  nerds  have  known  all  along: 
There  is  a  world  of  free  public  domain 
and  low-cost  user-supported  software 
available.  After  trying  a  copy  of  a  user- 
supported  program  from  a  computer 
club,  from  a  friend  or  sometimes  from 
the  company  itself,  a  customer  can 
buy  the  updated  version,  a  manual 
and  user  support  for,  say,  $35  or  $50. 
While  much  of  it  is  of  dubious  qual- 
ity, some  time  spent  picking  through 
what  is  available  can  yield  decent 
business-oriented  programs.  "There 
are  excellent  programs,  adequate  pro- 
grams and  really  rotten  programs  in 
both  the  commercial  and  public  do- 
main fields,"  declares  programmer 
Jim  Button. 

Button  should  know.  His  firm,  But- 
tonware,  Inc.  of  Bellevue,  Wash.,  has 
been  able  to  sell  its  PC-File  database 
manager  to  Seattle's  Boeing  Comput- 
er Services  because  some  of  Boeing's 
employees  had  tried  out  free  copies  of 
PC-File  on  their  home  computers. 
PC-File  is  comparable  to  Software 
Publishing  Corp.'s  pfs:file,  which 
sells  for  up  to  $140.  PC-File  normally 
retails  for  $49,  but  because  Boeing 
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orders  in  volume,  it  pays  much  less. 

User-supported  software  is  spread- 
ing as  businesses  seek  to  cut  the  rising 
cost  of  computing.  Says  Douglas  Fred- 
erick, Boeing's  manager  of  worksta- 
tion research  and  evaluation  technol- 
ogy, "The  real  benefit  has  been  in 
productivity.  We  often  could  not  get 
commercial  packages  when  we  need- 
ed them.  We'd  place  the  computer, 
and  it  would  sit  for  a  month  waiting 
for  the  software  to  arrive.  Now,  we 
can  deliver  user-supported  software 
with  the  machine,  and  it  can  be  in  use 
the  same  day." 

User-supported  software  is  an  out- 
growth of  public  domain  software, 
which  has  been  around  since  home 
computing  began.  Ten  years  ago  there 
were  few  personal  computers  and 
fewer  standards — barren  ground  for 
commercial  software  developers. 
Most  programs  were  cobbled  together 
by  the  users  themselves  and  were  of- 
ten shared  with  fellow  enthusiasts  at 
computer  club  meetings. 

Many  of  those  clubs  set  up  what 
have  become  sizable  libraries  of  do- 
nated software.  Two  of  the  largest 
public  domain  libraries  are  the  joint 
collection  of  the  CP/M  User's  Group 
(CPMUG)  in  New  York  City  and 
SIG/M  (Special  Interest  Group/Micro- 
computers) of  Iselin,  N.J.  The  two  or- 
ganizations have  gathered  more  than 


3,000  programs.  Among  them  are  half 
a  dozen  word  processors,  several  data- 
base management  systems,  two  ac- 
counting packages,  communications 
software,  more  than  a  dozen  program- 
ming languages  and,  of  course,  com- 
puter games.  All  are  available  for  the 
cost  of  a  disk  and  a  small  copying  fee. 

"For  hobbyists,  public  domain  pro- 
grams can  be  very  useful,"  comments 
Chip  Hilts,  once  an  amateur  hacker 
and  now  vice  president  at  Bank  of 
America's  Managistics  computer  ser- 
vice division.  "They  can  save  money 
and  can  often  be  tailored  to  perform 
exactly  the  function  you  need — if  you 
know  what  you  are  doing."  But  he  has 
a  caution  about  public  domain  soft- 1 
ware  in  business:  "When  you  start 
bringing  computers  into  the  office, 
it's  easier  to  stick  to  commercial  pro- 
grams. The  added  cost  isn't  as  impor- 
tant as  being  able  to  call  the  company 
when  you  need  help.  With  public  do- 
main software,  you're  on  your  own."  j 

That's  where  user-supported  soft-  j- 
ware  comes  in.  Besides  Button's,  sevM 
eral   other  user-supported   programs 
have  caught  on.  Take,  for  example, 
Headlands  Press,  Inc.'s  program  PC-}- 
Talk  III.  According  to  Andrew  Flue- ; 
gelman,  company  president,  it  is  the  ■ 
third-most-popular   communications  i 
program  for  the  IBM  PC,  with  about  t 
100,000  copies  in  use.  The  program  is  ■. 
free  from   computer  clubs:    Usually  v 
you  send  in  a  blank  disk  and  get  PC-  • 
Talk  III  in  return.  For  $35,  however, 
you  get  the  program  plus  user  support 
from  Headlands  Press.  "Most  com-| 
mercial     software     is    vastly    over-t 
priced,"  says  Fluegelman,   "but  the) 
real  advantage  of  user-supported  soft- 
ware is  that  users  can  try  out  the 
programs  before  paying  for  them.  Can 
you  imagine  plunking  down  money 
for  a  car  you  have  never  driven?  In 
two  years  there  will  be  so  much  good 
software  on  the  market  that  compa-i 
nies  will  have  to  cut  their  prices  am 
allow  for  testing,  or  they'll  be  driven 
out  of  business." 

Fluegelman  may  be  on  to  some- 
thing. Two  dozen  user-supported  pro- 
grams are  available  for  the  IBM  PC, 
and  such  programs  have  spread  rapid- i 
ly  into  Apple's  Macintosh  territory,.] 
where  commercial  software  has  been 
slow  to  reach  the  market.  Says  George 
Main,  manager  of  software  technolo- 
gy at  Boeing  Computer  Services,  "I'm 
really  high  on  user-supported  soft-* 
ware.  What  appeals  to  me  is  the  ser- 
vice. The  firms  know  their  products. 
If  something  is  wrong,  they  fix  it  as* 
fast  as  they  can.  The  only  reason  to 
buy  anything  else  is  for  really  special- 
ized needs." 
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When  the  Air  Force 

iemanded  Tbtal  Performance, 

Zenith  delivered. 
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Total  performance.  It's  the  only  option  for  the  U.S.  Air  Force. 
To  measure  up  is  to  outperform  the  merely  superior. 
After  extensive  evaluation,  the  Air  Force  selected  one 
official  stand-alone  microcomputer.  The  Zenith  Z-120  desktop 

Now,  from  the  same  tradition  as  the 
Zenith  Z-120,  come  the  "total 
performance"  business  computers: 
the  Zenith  Z-100  PC's.  They're 
IBM  PC-compatible,  but  are 
designed  with  enhanced  features 
that  go  beyond  IBM  PC  compatibility. 
Including  greater  internal 
expandability.  Storage  that 

can  expand  up  to  11  megabytes. 
A  detached  keyboard  with  a 
improved  key  layout.  The 
ability  to  run  virtually 
all  IBM  PC  software. 
Zenith  z-iso  PC      And  much  more. 

For  your  free  Zenith  Z-100  PC  Information  Kit 
iand  the  name  of  your  nearest 
Zenith  Data  Systems  dealer,  call 

1-800-842-9000,  Ext.  1 


systems 


When  Total  Performance  is  the  only  option. 


©1984,  Zenith  Data  Systems 
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Now  in  its  tenth  year  of  operations,  the 
Concorde  not  only  is  making  monkeys  of 
its  critics  but  is  also  making  profits. 

As  long  as 
time  is  money 


By  Stephen  Kindel 


Y1  ou  remember  the  Concorde, 
of  course.  The  supersonic, 
droop-nosed,  elegant  relic  of  the 
Seventies  that  gushed  a  sea  of  red  ink 
for  Britain  and  France.  It  was  elitist, 
environmentally  poisonous  and  ridic- 
ulously expensive.  The  only  reason  it 
was  built  was  that  neither  country 
would  let  the  other  weasel  out  of  the 
joint  commitment. 

Well,  the  Concorde  is  not  only  alive 
but  well,  thank  you.  In  spawning  its 
own  class  of  customers,  it  has  even 
become  a  moneymaker.  Last  fiscal 
year  British  Airways  earned  a  respect- 
able £17  million  ($18.3  million  at  cur- 
rent exchange  rates)  on  Concorde  op- 
erations, its  third  profitable  year  in  a 
row.  Air  France  did  comparatively 
better,  about  Fr.  62  million  ($6.1  mil- 
lion), considering  it  has  far  fewer 
flights.  Both  airlines  are  even  making 
payments  to  their  respective  govern- 
ments— nowhere  near  enough  to 
make  a  dent  in  the  huge  development 
cost  of  $4.5  billion,  but  enough  to 
muffle  socialist  howls  about  subsidiz- 
ing the  capitalist  elite. 

In  all,  1 1  Concordes  now  ply  trans- 
atlantic routes.  Seven  British  Airways 
SSTs  lift  off  34  times  a  week.  There 
are  two  flights  a  day  each  way  on  the 
New  York-London  route.  In  addition, 
there  are  three  flights  per  week,  each 
way,  on  a  Miami-Washington,  D.C.- 
London dogleg. 

Air  France's  four  Concordes  shuttle 
back  and  forth  on  daily  runs  between 
Paris  and  New  York. 


Machmeter  at  double  the  speed  of  sound 


Who  is  keeping  the  SST  fleet  flying? 
Rock  stars,  fashion  designers  and  rich 
vacationers?  Hardly.  Says  John  D'A 
Meredith,  general  manager  for  British 
Airways  in  the  Americas:  "Over- 
whelmingly, they  are  upper-echelon 
American  executives  and  lawyers. 
There's  also  a  fair  sprinkling  of  enter- 
tainment types  and  diplomats.  The 
Concorde  is  not  for  salesmen." 

And  its  customers  are  loyal.  More 
than  70%  of  British  Airways'  Con- 
corde passengers  represent  repeat 
business;  in  fact,  more  than  half  fly 
supersonic  more  than  four  times  a 
year.  One-quarter  of  Air  France's  Con- 
corde passengers  make  at  least  eight 
flights  annually. 

They  are  mainly  people  who  need 
Concorde,  price  be  damned.  People 
like  Fred  Finn,  a  44-year-old  New  Jer- 
sey-based technology  licensing  and 
transfer  consultant.  Finn  holds  a  place 
in  The  Guinness  Book  of  World  Records 
for  his  ever-growing  record  of  Con- 


corde flights, 
up  to  554. 

Record  holder  that  he  may  be,  Fi 
flies  the  Concorde  for  the  same 
reason  every  other  smart   busines 
traveler  does:  It  saves  time.  Lots  of  | 
Compared  with  seven  hours  on  a 
the  Concorde  crosses  the  Atlantic 
three  hours  and  40  minutes,  reachi 
a  top  speed  of  about  l,350mph 
the  way.  With  a  good  tail  wind, 
eastbound  crossing  can  take  as  litt 
as  three  hours.  That  speed,  and  th 
scheduling   of   Concorde   departure 
and  arrivals,  helps  Finn  make  conne 
tions  he  might  otherwise  miss:  "A  lo 
of  the  places  I  go,  in  Africa  and  Asi. 
there  are  only  one  or  two  planes 
week.  The  time  I  spend  on  the  Con 
corde  is  time  I'm  not  wasting  in  air 
ports  and  hotels.  Since  I  bill  for  m]  |  . 
direct  costs  and  time,  I  actually  savi 
my  clients  money." 

Like  Finn,  many  Concorde  passen 
gers  can  easily  translate  time  inti 
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be  Air  France  Concorde  flying  west  across  the  Atlantic.  It  will  arrive  before  it  took  off. 


loney  savings.  Take,  for  example,  in- 
brnational  corporate  lawyers.  Typi- 
illy,  they  bill  in  the  neighborhood  of 
150  an  hour,  and  their  meter  keeps 
i  clicking  from  the  time  they  leave 
leir  office  until  the  time  they  leave 
>urs.  Flying  Concorde  round-trip 
ives  them  up  to  six  hours  in  travel 
me  alone. 

There's  also  the  time,  and  hassle, 
ved  on  the  ground.  British  Airways 
ovides  a  choice  of  limousine  or  heli- 
>pter  service  to  and  from  airports  to 
:lp  cut  through  traffic.  (Air  France 
discontinued  such  service,  claim- 
g  its  passengers  prefer  their  own 
ical  transportation.)  Once  you're  at 
te  airport,  both  airlines  offer  stream- 
tied  check-in,  and  British  Airways 
is  a  special  Concorde  departure 
unge. 

Another  saving,  says  Finn,  comes 
ice  you  get  off  the  plane.  "There  are 
ily  100  seats  on  the  Concorde,  and 
ie  plane  is  maybe  70%  full,  so  when 


James  Sugar/Black  Star 


Haute  cuisine  at  haute  altitude 
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The  administration 
the  congress 

and  the  lobbyists 
are  about  to 
hammer  out 

the  most  sweeping 

TAX  LAWS 
YOUR  WALLET       I 
HAS  EVER  FELT. 
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Member  SIPC. 


HERE'S  HOW  TO 
FOLLOW  THEM  STEP  BY  STEP: 


hat  we've  done  is  organize  an  ongoing 
Tarn  to  keep  you  informed  of  all  the 
>r  tax  proposals. 

e're  offering  this  program  free.  And  it 
es  without  any  obligation  on  your  part. 

>ur  free,  ongoing  subscription  to 
1'Tax  Alert''  Part  one  of  the  program 
leries  of  "Tax  Alert"  bulletins.  Every 
I  there's  a  major  new  de- 
lament  in  the  tax  debate, 
■v  "Tax  Alert"  will  be 
Ipd  to  you  immediately, 
iu'll  receive  the  facts  to 
1  their  probable  impact 
Idu,  their  probable  trend 
le  debate  continues, 
■recommendations  on  what  to  do 
It  them. 

re  kickoff  bulletin  will  feature  the 
lury,  the  Kemp-Kasten  and  the  Bradley- 
Iiardt  proposals.  While  future  bulletins 
Kero  in  on  these,  among  other  issues: 
j  mortgage  interest,  state  and  local  taxes, 
■belters  and  corporate  fringe  benefits. 


TAX  WORK  SHEET 
ACTUAL     PROPOSED 


Your  free  "Treasury  Proposal  Work 
Sheets  To  personalize  what's  going  on, 
we'll  also  send  you  a  free  Tax  Work  Sheet. 
It'll  give  you  a  side-by-  s 
side  view  of  your 
taxes  before  and  after 
the  Treasury  proposal. 
Then,  to  cap  things 
off,  we'll  send  you  a 
free  work  sheet  cover- 
ing the  actual  tax  law 
that  comes  out  of 
the  debate. 


Forewarned  is  forearmed.  We'll  also 
offer  you  someone  you  can  talk  with  about 
what's  going  on.  Without  any  obligation, 
you'll  have  a  direct  line  to  one  of  our 
Financial  Consultants,  and  he  or  she  will 
have  a  direct  line  to  every  department  in 
our  firm. 

So  as  our  ongoing  program  forewarns 
you,  you  can  forearm  appropriately. 

Contact  us  today.  And  together,  let's  put 
minds  over  money. 


F"*  1-800-524-6200  Ext.  100  °j 


Call  between  8  a.m.— 10  p.m.  EST,  Monday— Sunday. 


Shearson  Lehman  Brothers 
WTlte:  Information  Center 
P.O.  Box  614 
Burlington,  MA  01803 


10010  I 


□  Forewarned  is  forearmed.  Take  my  name  as  a  subscriber 
to  your  free  Tax  Alert  bulletins.  And  send  me  your  free 
Tax  Work  Sheet  covering  the  Treasury  tax  proposal. 


NAME  (please  print) 


CITY 


JEHMAN 


STATE 


An  American  Express  company 


L^ 


business  phone 
□  Please  check  if  you  are  a  Shearson  Lehman  Brothers  client. 


HOME  PHONE 

Shearson  Lehman  Brothers Inc 

Foster  &  Marshall  Inc. 

The  Robinson-Humphrey  Company  Inc 


J 


iarson  Lehman  Brothers  andThe  Serious  Investor. 

Minds  Over  Money.sm 


i  1985  Shearson  Lehman  Brothers  Inc. 
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your  bags  come  down  the  carousel, 
you  don't  have  to  wait  forever." 

Then,  of  course,  there  is  the  quality 
of  the  time  you  can  save — precious 
business  hours.  Flying  east  to  west  on 
a  morning  flight,  for  example,  you 
arrive  in  the  U.S.  before  you  took  off; 
it's  routine  to  make  a  10  a.m.  appoint- 
ment in  Manhattan  after  deplaning  a 
Concorde  flight  that  left  that  very 
morning  from  Paris  or  London. 

Eastbound,  the  clock  works  against 
you,  but  it  is  still  a  big  advantage  to  be 
able  to  leave  New  York  or  Washing- 
ton, D.C.  in  early  afternoon  and  arrive 
in  your  Paris  or  London  hotel  room 
before  midnight,  fresh  (or  at  least 
fresher)  for  business  on  the  morrow. 
Conventional  flights  would  not  even 
set  you  down  until  dawn  the  follow- 
ing morning. 

The  flight  itself  remains  a  splendid 
example  of  thoughtful  pampering. 
Caviar.  Champagne.  A  hot  towel  to 
soothe  your  weary  brow.  Contoured 
seats.  Says  Meredith,  "One  of  the  big- 
gest mistakes  we  made  when  we  first 
introduced  Concorde  service  back  in 
1976  was  that  we  didn't  charge 
enough  for  it." 

Should  you  have  occasion  to  take 
the  Concorde,  there  are  a  few  things 
to  know.  First,  regulars  sit  in  the  back 
of  the  bus,  behind  the  partition.  Says 
Finn,  "The  tourists  and  first-timers 
all  like  to  sit  up  front.  They  watch  the 
Machmeter  [the  device  in  the  cabin 
that  registers  the  plane's  speed],  and 
the  crew  is  constantly  taking  people 
up  to  the  cockpit.  In  the  back  you're 
isolated  from  all  that  activity,  and  so 
you  can  stretch  out  and  get  some 
work  done." 

Second,  get  used  to  the  fact  that  the 
plane  isn't  like  anything  else  you've 
ever  flown.  The  biggest  difference,  of 
course,  is  the  speed.  Surprisingly 
enough,  you  will  experience  no  sensa- 
tion at  all  when  bursting  through  the 
sound  barrier. 

But  at  supersonic  speeds  some  fun- 
ny things  do  happen.  For  one,  friction 
on  the  outer  skin  causes  the  plane  to 
heat  up  and  stretch  a  full  foot,  accord- 
ing to  Meredith.  "We  have  to  have  our 
carpets  specially  woven  to  stretch  12 
inches."  For  the  same  reason,  if  you 
decide  to  snooze,  don't  lean  against 
the  windows.  They  get  hot — enough 


to  warm  your  skin  uncomfortably 
over  a  relatively  short  period. 

Of  course,  there  are  compensating 
benefits.  The  Concorde  is  pressurized 
at  5,600  feet,  compared  with  7,000 
feet  on  most  other  airliners.  The  re- 
sult is  more  oxygen  in  your  cabin  air, 
and,  say  seasoned  travelers,  less  fa- 
tigue. The  cabin  air  is  also  less  dry. 

Finally,  if  it  matters,  there  is  the 
matter  of  money.  British  Airways' 
Concorde  fare  out  of  New  York  is 
$2,371  each  way.  Air  France  charges 
$2,148  in  either  direction.  No  dis- 
counts. But.  .  .  .  Neither  airline  is 
comfortable  about  the  subject,   but 


you  can  buy  your  ticket  for  much  less. 
The  trick:  Purchase  your  tickets  in 
dollars,  but  at  the  pound  or  franc  ex- 
change rate.  In  sterling,  the  BA  fare  is 
only  £1,339,  about  $1,450.  Air  France 
charges  about  13,000  francs,  which 
works  out  to  around  $1,300,  or  some 
25%  less  than  a  first-class  ticket  on  an 
Air  France  jumbo  jet.  Both  airlines 
will  sell  tickets  in  New  York  for  re- 
turn flights  or  for  round  trips  originat- 
ing in  Europe  at  those  lower  rates. 
Sighs  Meredith,  "What  can  we  do?  If 
we  raise  the  fare  to  make  it  equiv- 
alent, we  would  cut  off  most  of  t 
traffic  we  have  from  Europe." 


It's  an  outrage,  you  say,  such  hefty  charges  on  credit 
cards.  Don't  be  so  fast  to  blame  the  creditors;  their 
business  is  making  money,  remember? 

You  gotta  know 
when  to  fold  'em 


months,  $14  billion  has  been  put  on 
the  plastic  never-never.  If  you  were  a 
bank  or  a  store,  would  you  cut  rates 
on  a  product  that  is  expected  to  rack 
up  sales  gains  of  18%  this  year? 

Yet,  despite  all  the  company  youi 
have,  financing  via  credit  cards  has 
never  made  less  economic  sense.  Let's 
take  a  look  at  some  reasons. 

First,  and  most  obvious,  you  cani 
often  borrow  cash,  in  some  cases  fromu 
the  same  bank  that  issued  you  a  crediti 


By  Anne  McGrath 


W'  ith  interest  rates  well  below 
what  they  were  a  few  years  ago, 
how  come  you  still  have  to  pay  sky- 
high  rates  on  your  credit  cards?  Sim- 
ple. Customers,  despite  their  belly- 
aching about  rates  that  often  near 
20%,  are  only  too  happy  to  pay  them. 
Consumer  credit  card  debt  is  now 
around  $110  billion,  up  from  $83  bil- 
lion only  two  years  ago.  In  the  last  15 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels. 
Plus,  you  get  Guest  Quarters'  answer  to  room 
service:  Suite  Service.  We  can  serve  /fi-^ 

you  a  gourmet  dinner,  cater  your  party        (|j[  )J]||  ||jftW|  [W 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 
have  never  stayed  at  Guest 
Quarters  before,  will  never 
stay  anyplace 
else  again. 


THE  ALL  SUITE  HOTELS 


WASHINGTON,  DC 

80 1  New  Hampshire  Ave  N.W. 
2  500  Pennsylvania  Ave  N  W 


HOUSTON,  TX 

5353WestheimerRd. 


ATLANTA,  GA 

III  Perimeter  Center  West 
7000  Roswell  Rd. 


ngton.  DC.  call  861-6610 
fcl  your  travel  consultant 


ALEXANDRIA,  VA      GREENSBORO  NC      TAMPA,  FL 

100  S  Reynolds  St.  5929  W  Friendly  Ave.  555  N.  Westshore  Blvd 


CHARLOTTE,  NCJ 

6300  Morrison  Blvd 


card,  at  several  percentage  points  less 
than  you  pay  on  charges.  Credit  card 
rates  are  so  out  of  whack  with  the  rest 
of  the  economy  that  the  spread  can  be 
as  high  as  6% . 

Second,  as  the  war  between  the  card 
issuers  heats  up,  the  need  for  a  pock- 
etful of  cards  diminishes.  Credit  card 
users  hold  an  average  of  7.2  cards, 
whereas  2  (a  travel  and  entertainment 
card  and  a  bank  card)  would  probably 
suffice  for  most  consumers.  If  not, 
there  is  still  such  a  thing  as  a  personal 
check.  In  a  pinch,  try  cash. 

Third,  you  can  hurt  yourself  by  hav- 
ing a  lot  of  cards,  even  if  you  never  use 
them.  Ever  notice  the  credit  line  that 
you  are  so  generously  given  by  the 
card  issuers  because  you  are  such  a 
swell  customer?  Well,  add  up  all  those 
lines  of  credit  on  all  those  charge 
cards.  That's  what  most  lenders  do, 
and  having  a  lot  of  potential  credit  on 
unused  cards  can  actually  hurt  you 
when  you  apply  for  a  loan  or  other 
form  of  credit.  "When  we're  judging  a 
person's  creditworthiness  we  always 
look  at  the  lines  of  credit  available  to 
him  rather  than  his  outstanding  bal- 
ances," says  Marine  Midland's  Wil- 


liam Ahearn.  "The  outstandings 
could  jump  to  those  limits  at  any 
time." 

Fourth,  the  annual  fees.  They  now 
average  $18  per  card,  whether  you  use 
the  card  or  not.  Thus  the  average  con- 
sumer is  paying  just  for  the  plastic  to 
get  in  trouble  with. 

Fifth,  the  old  never-never  trap.  The 
British  phrase  is  apt.  For  if  you  pay 
only  the  minimum  monthly  charge 
on  your  cards  (usually  one  thirty- 
sixth  of  your  balance),  you  will  never 
pay  off  what  you  owe;  your  balance 
will  never  be  zero. 

A  typical  example:  Let's  say  your 
current  total  indebtedness  on  cards 
comes  to  $4,000.  Assuming  a  19.8% 
interest  rate,  if  you  pay  only  the  mini- 
mum payments  each  month,  here  is 
what  your  status  will  be  in  seven 
years:  You  will  have  a  debit  balance  of 
$1,780,  despite  having  paid  out  a  total 
of  $5,536  in  minimum  installments. 
You  will  have  paid  a  total  of  $3,275  in 
interest,  and  the  meter  will  still  be 
running. 

On  the  other  hand,  let's  say  that 
you  take  out  a  personal  loan  to  settle 
those    debts.    Marine    Midland    will 


charge  you  15.95%  interest  for  an  un- 
secured loan.  With  monthly  install- 
ments of  $140.52,  the  loan  will  be 
repaid  within  two  years.  Total  inter- 
est paid:  $1,058. 

Moral:  Consolidate  and  settle.  But 
remember  this:  It  pays  to  shop  rates 
for  personal  loans.  Don't  assume  thati 
the  bigger  the  bank,  the  better  the 
rate.  Bank  of  America,  with  $118  bil- 
lion in  assets,  charges  19.5%  for  in-] 
stallment  loans.  Chemical  Bank 
charges  17.25%  for  loans  of  up  to 
$6,000.  But  the  rate  for  an  unsecured 
personal  loan  at  little  old  Amalga-j 
mated  Bank  in  New  York  is  among 
the  lowest  anywhere:  13.75%.  Kej 
Bank  N.A.,  in  Albany,  N.Y.,  lends] 
funds  for  three  years  at  a  rate  of 
15.5%.  Personal  loan  interest  rates  at 
the  Bank  of  Virginia  in  Richmond 
start  as  low  as  13.25%. 

Nor  are  such  loans  hard  to  get.  "Wej 
want  to  make  borrowing  money  as 
easy  as  possible,"  insists  Robed 
O'Shaughnessy  of  Marine  Midland, 
"Our  window  is  open  to  everybody, 'j 
says  Amalgamated  Bank's  Howard! 
Lee.  But  you  have  to  ask.  It  won'i 
arrive  magically  in  the  mail. 


Careers 


Want  to  be  chief  executive  of.  a  company 
before  you  hit  40?  Are  you  sure? 


Pity  the 
poor  phenoms 


By  John  A.  Byrne 


Don't  slash  your  wrists  if  you  were 
born  before  1945  and  haven't 
been  tapped  for  the  executive  suite. 
For  one  thing,  you  have  time.  Despite 
all  the  hoopla  over  making  it  early, 
the  corporate  world  is  still  very  much 
in  the  hands  of  the  grayheads,  thank 
you.  In  fact,  the  average  age  of  CEOs 
is  increasing.*  For  another  thing,  and 


this  is  straight  from  some  of  the  phen- 
oms themselves,  early  success  isn't 
all  fun  and  games  and  having  your 
picture  in  Esquire  or  Rolling  Stone.  Peo- 
ple who  have  made  it  big  and  made  it 
early  will  tell  you  that  it  can  be  a  good 
deal  harder  to  run  the  show  when  you 
have  to  cart  around  the  added  baggage 
of  youth. 

John  Bryan  Jr.,  named  CEO  of  Con- 
solidated Foods  Corp.  at  the  age  of  38, 
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faced  the  delicate  task  of  managin| 
men  his  father's  age.  "It  worked  be 
cause  I  respected  their  experience,^ 
he  says. 

Thomas  MacLeod,  who  at  36  isj 
chief  executive  of  the  $400  million 
(sales)  Sara  Lee  unit  of  Consolidated] 
echoes  Bryan's  concern  about  th(j 
need  to  smooth  gray  feathers.  "There 
are  a  lot  of  outstanding  people  whd 
have  earned  more  stripes  than  I  have/ 
says  MacLeod,  who  ultimately  an> 
swers  to  the  47-year-old  Bryan.  "It's 
something  you  have  to  be  conscious 
of  at  my  age.  Young  managers  have  i 
very  specific  responsibility  to  pay  dui 
respect  to  the  veterans  who  built  th^ 
company." 

MacLeod  even  believes  the  Me-genj 
eration  executive  is  at  a  disadvantage 
today.  "The  organization  sniffs  out  il 
a  minute  those  who  are  there  simpl] 
to  foster  their  own  careers.  You  ne© 
to  share  the  same  objectives  with  thi 
veterans — to  make  the  enterprise 
prosper." 

Entrepreneurs,  of  course,  have  thi 
advantage  of  starting  out  without  an) 
veterans.  But  often  without  any  credi 
bility,  either.  "I  had  a  lot  of  troublt 
being  taken  seriously,"  says  Rick  Ina 
tome,  31 -year-old  chief  executive  of1 
Inacomp  Computer  Centers.  Having 
been  bankrolled  by  his  father,  whl 

'According  to  Michigan  State  t  'niversity  business prci 
fessor  Eugene  Jennings,  the  average  age  at  which  cat 
executive  becomes  CEO  of  a  major  company  today' 
52,  about  2>/>  years  older  than  the  average  in  1970. 
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Visit  the  Riviera 
this  yean 

It's  the  trip  of  q  lifetime. 
With  its  timeless  styling  and 
seemingly  endless  list  of 
standard  appointments,  the 
Riviera  is  a  classic. 

Yet  the  Riviera  is  as 
contemporary  as  today. 
With  front-wheel  drive  and 
independent  four-wheel 
suspension.  On  the  T  Type, 
there's  a  3.8-litre  turbo- 
charged  V-6  with  sequential- 
port  fuel  injection  (SFI). 

And  you  can  make  the 
Riviera  even  more  unordinary 
Just  choose  the  available 
trim  package,  with  leather 
and  suede  seating  areas, 
genuine  burled  walnut 
veneer  instrument  panel  and 
wood/leather  steering  wheel. 

Buckle  up  and  visit  your 
Buick  dealer. 

To  ask  any  questions, 
request  q  brochure  or  test 
drive,  coll  the  Buick  Product 
Informotion  Center,  8  o.m.  to 
8  p.m.  Eostern  time,  weekdqys: 

1-800-85-BUICK  (1-800-852-8425). 


Wouldn't  you 
really  rather  have  a  Buick? 


Careers 

borrowed  $35,000  on  his  pension 
plan,  Inatome  founded  his  computer 
retail  chain  in  1976,  at  the  age  of  23. 
Now  it's  a  $95  million  business  with 
48  stores,  21  of  them  owned  by  the 
company,  based  in  Troy,  Mich. 

Inatome  recalls  one  rather  humil- 
iating session  with  a  local  banker.  "I 
went  to  the  bank  to  borrow  money 
and  was  told,  'We  don't  give  lines  of 
credit  to  businesses.'  Instead,  he  sug- 
gested that  I  open  up  a  Visa  account. 
Those  are  the  kinds  of  things  that 
happened  from  day  one." 

Patrick  de  Cavaignac,  who  founded 
pioneer  word  processor  maker  Vydec 
in  1971,  at  the  age  of  29,  fought  simi- 
lar credibility  battles.  "Investors 
asked  how  I  could  really  run  a  com- 
pany and  be  chief  executive. 

"They  had  a  good  point,"  De  Cavai- 
gnac allows,  "but  we  just  kept  knock- 
ing on  doors,  and  every  time  we'd  get 
thrown  out  we'd  pick  up  our  hats  and 
ring  the  next  bell.  It  was  persistence 
that  originally  did  it." 

A  former  Hewlett-Packard  engi- 
neer, he  built  Vydec  into  a  $100  mil- 
lion company  before  selling  it  to 
Exxon  in  1980.  Now,  at  age  43,  he's 
chief  executive  of  $20  million  Telesis 
Systems,  a  maker  of  computer  aided 
engineering  and  design  systems. 

Ron  Moskowitz  had  not  one  but 
two  strikes  against  him:  He  was 
young  and  he  was  an  academic.  A 
Ph.D.  engineer  and  university  profes- 
sor, he  waved  good-bye  to  academia  in 
1968,  at  the  age  of  29,  to  found  Ferro- 
fluidics  Corp.  The  company  was 
formed  to  commercialize  magnetic 
fluid  technology.  Predictably,  he  met 
with  skepticism.  "I  always  had  a 
banker's  suit  that  I  would  wear  when- 
ever I  went  to  see  the  bankers  or  ven- 
ture capitalists,"  he  says.  "I  grew  a 
mustache  in  the  early  stages  of  the 
company  just  to  look  a  little  older." 

To  get  knowhow  fast,  Moskowitz 
naturally  looked  first  to  the  school- 
room, but  he  found  management 
seminars  and  the  like  lacking.  "You 
can  take  a  lot  of  programs  or  courses, 
but  you're  never  quite  prepared  for  a 
problem  when  it  occurs.  You're  con- 
stantly saying,  'Gee,  I  wish  I  knew 
more  about  this  or  that.'  In  a  big  com- 
pany there's  always  somebody  above 
to  whom  you  can  go  to  talk  about 
things.  That  was  a  big  hole  for  me." 

As  a  group,  entrepreneurs  tend  to  be 
bright,  aggressive,  confident  and  im- 
patient. Yet  many  are  quick  to  point 
out  that  humility  and  patience  are 
critical.  "Compared  to  how  much  you 
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know,  there's  always  more  to  learn," 
says  36-year-old  Kenneth  Susnjara, 
chief  executive  of  Thermwood  Corp., 
which  sold  $8  million  worth  of  robots 
last  year.  "And  every  time  I've  lost 
sight  of  that  and  felt,  'Gee,  I  really 
know  what  I'm  doing  now,'  is  when  I 
get  in  trouble.  That  becomes  a  real 
danger  sign." 

In  1971,  at  the  age  of  22,  Susnjara 
dropped  out  of  Alcoa,  where  he  was  an 
engineer,  to  run  his  Indiana-based 
company.  "I  was  anxious  to  get  mov- 
ing, and  Alcoa  was  never  moving  fast 
enough  for  me,"  he  says.  Turning 
down  a  raise  and  a  promotion,  Sus- 
njara became  an  entrepreneur.  "I  used 
the  logic  that  if  they  were  willing  to 
give  me  a  promotion  and  I  fell  flat  on 
my  face,  I  could  probably  get  my  old 
job  back.  So  with  that  in  mind,  off  I 
went." 

More  than  one  young  CEO  has  sim- 
ply gone  out  and  bought  experience. 
Ferrofluidics'  Moskowitz,  for  exam- 
ple, found  a  retired  ITT  and  Gould 
executive  35  years  his  senior  and  re- 
tained him  as  a  confidant,  mentor  and 
outside  consultant.  "I  needed  to  talk 
to  someone  in  a  nonthreatening  situa- 
tion, so  I  appointed  him  my  mentor," 
says  Moskowitz,  who  took  his  $21 
million  (sales)  company  public  in 
1981.  "He  was  a  tough  guy.  He'd 
come  in  and  beat  me  up  psychologi- 
cally. We  had  some  fights,  terrific  dis- 
cussions, and  it  helped.  I  benefited 
from  his  experience  because  he  had 
been  through  the  wars." 

"As  soon  as  I  could,  I  hired  experi- 
enced outsiders,"  says  Sandra  Kurtzig, 
who  founded  ASK  Computer  Systems 


Inc.  at  the  age  of  25  in  1971.  "I 
brought  in  older  and  wiser  people  in 
sales,  finance,  research  and  develop- 
ment and  marketing.  I  hired  peoplei 
who  were  better  than  me  so  I  couldii 
learn  from  them.  These  people  make, 
me  look  good." 

Still,  managing  older  employees 
takes  a  special  kind  of  tact.  Reporting! 
to  Inatome,  31,  for  example,  are  five/ 
regional  presidents — all  in  their  earlyi 
to  late  40s.  "We  have  a  different  rela-a 
tionship  that  is  defined  by  age  andi 
position,"  he  says.  "A  young  CEO  isi 
primarily  looked  at  for  strategic  viw 
sion  as  opposed  to  administrative 
prowess.  I  don't  wear  a  black  three? 
piece  suit  and  walk  down  the  hall 
expecting  people  to  salute  me.  Yot 
can't  afford  to  be  authoritarian  if  theif 
is  an  age  gap.  We  have  built  a  frate 
ty  relationship." 

Kurtzig,  now  38,  whose  company 
should  top  $100  million  in  sales  tha 
year,  points  out,  however,  that  in 
some  new  industries  it  is  youth  thai 
wins  respect,  because  youth  is  what's 
expected. /'If  you're  outgoing,  smart 
and  competent,  youth  has  its  advatt 
tage,  particularly  in  the  high- tec! 
area,"  she  says.  That's  because  the 
stereotype  of  the  successful  entrepre- 
neur in  high  tech  requires  that  he  01 
she  be  young. 

It  also  calls  for  some  charming  na 
ivete.  Neil  Hirsch,  for  example 
founded  Telerate  Systems,  the  mone} 
markets  quotation  service,  when  h 
was  only  21.  "I  think  I  was  too  stupi< 
to  know  that  it  was  impossible,"  hi 
says  of  forming  his  company,  "so  I  dii 
it."  Ah,  youth.  ■ 
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"Dinner  Will  Be  Served  In  30  Miles." 
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You're  in  country  untraveled 
by  any  other  carrier — taking  it 
ail  in  through  a  glass-domed 
sight-seeing  car. 

When  the  sun  begins  to  set, 
it'll  be  time  for  dinner.  Today 
the  chef  is  preparing  his 
specialty,  red  snapper.  New 
York  Strip  Steak  is  another 
excellent  choice,  grilled  to 
your  order  and  served  with 
mushroom  caps,  a  baked 
potato  and  tossed  salad . . . 

No,  this  isn't  the  setting  for 
a  foreign  movie.  Or  a  fantastic 
spy  thriller.  But  it  is  magic. 
The  kind  you'll  find  on  an 
Amtrak  Superliner. 

Take  Amtrak  and  you'll  also 
find  some  of  the  newest,  most 
modern  equipment  in  the 
travel  industry. 

Call  Amtrak  (at  1-800-USA- 
RAIL)  or  call  your  travel  agent 
and  you'll  get  more  than  just  a 
ticket.  Because  our  staff  of 
full-service  travel  profession- 
als can  arrange  for  packaged 
tours,  car  rentals,  even  hotel 
accommodations,  in  our  close 
to  500  destinations  all  across 
the  U.S.A. 

Go  for  the  magic  and  go  for 
the  train.  Because  on  Amtrak, 
it's  not  just  the  destination, 
it's  the 


journey. 
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Howa  neat  twist 

from  General  Electric  Credit 

Corporation  helped  one  company 

weather  a  financial  storm 


And  two  other  examples  of  faith  and  financing 

that  have  made  GE  Credit 

number  one  in  diversified  finance  services 
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The  "audio"  twist 

from  GE  Credit  that 

helped  McAllister 

ride  out  the  recession 

OOKING  AROUND  New  York  harbor, 
pon  after  arriving  in  1864  from  Ire- 
ind,  James  McAllister  had  an  idea 
nat  there  was  money  to  be  made  un- 
fading clipper  ships  and  transport- 
ig  their  wares  to  piers  along  the 
ity's  rivers. 

He  started  with  one  sloop.  Today, 
ou  can  spot  McAllister  tugs  moving 
upertankers,  containerships,  and 
arges  in  ports  around  the  world. 

GE  Credit's  relationship  with 

'cAllister  Towing  &  Transporta- 

on  began  over  a  decade  ago  when 

.3?  we  arranged  the  first  of 

f^L     what  have  become  periodic 

financial  packages  for  the 

company. 

To  date,  total  transactions 
have  exceeded  $20  million. 


y  o 


/£        While  money  is  obviously 
W"  McAllister's  priority,  it  is  inter- 
esting to  note  the  other  reason 
*p  they  feel  comfortable  doing 
'  ■*£  ••■'' '  business  with  GE  Credit. 
W\     Lawrence  Chan,  the  com- 
$    pany's  Senior  VR  of  finance, 
uf     sums  it  up: 

"GE  Credit  is  a  sophisticated 
?     financial  resource,  yet  it  has 
*    never  forgotten  the  personal  ap- 
proach in  client  relations. 

"When  you  talk  to  senior  peo- 
ple at  GE  Credit  they  are  so  darn 
nowledgeable  about  our  business 
ley  could  almost  qualify  as  ship 
vners!" 

The  GE  Credit  twist:  many  com- 
mies may  lend  you  money,  but  we 
so  know  how  to  lend  an  ear. 


2. 


The  "intangible" 
twist  from  GE  Credit 

that  helped 
Southwest  Gas  heat  up 

^UTHWEST  GAS  CORPORATION  ur- 
sntly  needed  to  increase  winter 
ailability  of  natural  gas  to  meet 

tspite  difficult  times  in  the  shipping 
hsiness,  McAllister  Towing  &  Trans- 
1  >rtation  has  continued  to  guide  ships 
i  ports  around  the  world,  thanks 
'i  a  close  financial  relationship  with 
*i  Credit. 


customer  demands  in  Reno,  Carson 
City  and  Lake  Tahoe. 

The  most  cost-effective  solution 
was  to  construct  a  liquid  natural  gas 
(LNG)  storage  facility  because  it 
would  enable  Southwest  to  make 
year-round  use  of  incoming  pipe- 
lines. 

The  utility  had  decided  that  leas- 
ing would  provide  the  best  post-con- 
struction financing.  And,  they 
"hoped"  to  structure  the  financing 
as  a  leveraged  lease. 

The  problem  was  that  the  cost  of 
financing  from  traditional  bank 
sources  was  at  an  all-time  high— 
until  GE  Credit  came  to  the  rescue 
with  a  $57  million  deal  and  an  idea 
that  was  perhaps  equally  valuable. 

The  GE  Credit  twist:  the  option 
of  time.  After  our  leasing  experts 
gave  high  marks  to  Southwest's 
project  design,  supply  contract,  the 
reserves  of  its  suppliers,  and  the  reg- 
ulatory environment,  we  created  a 
single  investor  lease  for  the  utility 
which  allowed  them  to  repay  their 
construction  lenders. 

GE  Credit  then  gave  Southwest 
the  option  of  converting  to  a  lever- 
aged lease  which  gave  them  time  to 
bring  together  the  capital  to  fund  it. 

Moral:  Sometimes  the  most  tan- 
gible asset  a  financial  services  com- 
pany can  provide  is  a  very  intangible 
idea. 
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The  "guaranteed" 
twist  from  GE  Credit 

that  helped  Pacific 
Scene  thumb  its  nose 
at  high  interest  rates 

NOTHING  SMALL  about  the  way 
Pacific  Scene  thinks. 

When  the  single-family  home- 
builder  and  developer— the  largest 
in  San  Diego— came  to  GE  Credit, 
they  were  seeking  a  comprehensive 
$20-million  mortgage  commitment 
for  over  1,000  units  on  six  sites  in 
three  states. 

In  the  uncertain  construction 
year  of  1982,  that  was  a  substantial 
request,  even  for  Pacific  Scene,  even 
with  their  longtime  record  of  build- 
ing over  500  homes  annually. 

Undismayed,  GE  Credit's  real  es- 
tate experts  decided  to  evaluate  the 
company  anyway,  beginning  with 
on-site  inspections  at  each  of  the 
proposed  locations.  (Now  we  know 
why  our  experts  are  forever  putting 
down  "shoes"  on  their  out-of-town 
expense  reports!) 


We  found  that  Pacific  Scene  de- 
served its  fine  reputation.  Their 
homes  were  priced  to  the  means  of 
the  Sunbelt  market— a  market  that 
was  expanding. 

In  addition,  they  were  extremely 
savvy  marketers  which,  next  to  solid 
construction  methods,  is  perhaps 
the  most  important  factor  for  suc- 
cess in  the  building  business. 

And  so  we  made  a  $20-million, 
one-year  commitment  to  Pacific 
Scene. 

The  GE  Credit  twist:  Using  our 
"Builder  Forward"  program,  GE 
Credit  guaranteed  that  the  interest 
rate  charged  to  Pacific  Scene  would 
not  exceed  the  FHA/VA  index  as  of 
November  4,  1982.  We  also  capped 
the  number  of  discount  points. 

More  importantly,  if  the  mortgage 
index  declined,  under  "Builder  For- 
ward" the  rate  would  be  adjusted  ac- 
cordingly. The  lowest  rate  of  that 
year  would  remain  in  effect 
throughout  the  remainder  of  the 
commitment. 

Tawfiq  Khoury  president  and 
CEO  of  Pacific  Scene,  Inc.,  said, 
"Commitments  of  a  year's  dura- 
tion on  any  basis  but  floating 
rate  are  unusual.  GE  Credit's 
provision  (through  General 
Electric  Mortgages)  to  both  stabi- 
lize the  rate  and  pass  along  any 
decrease  represents  a  unique 
approach  to  mortgage  lending." 

Postscript:  Construction  is  less 
uncertain  now,  but  GE  Credit's 
"Builder  Forward"  program  is  no 
less  viable.  Call  us  to  see  how  it  can 
benefit  you. 

To  find  out  how  we  do  it,  mail 
the  coupon  below. 

Or  call  800  243  2222. 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road, 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit  de- 
scribing additional  financial  packages 
and  a  "Guide  Through  the  Leasing  Maze." 
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Serious  about  cycles 


You  get  married  because  it  is  the 
right  time,  not  because  your  eco- 
nomic condition  warrants  such  a 
step,"  says  A.  William  Calder,  chief 
executive  of  heavy  machinery  produc- 
er Joy  Manufacturing.  Calder  is  talking 
about  his  recent  acquisition  spree — 
three  companies  in  the  oil  equipment 
business,  in  the  face  of  falling  oil  prices. 
"We  bought  them  because  they  were 
the  right  companies  for  Joy,"  he  says, 
"not  because  they  were  going  to  pro- 
vide an  immediate  boost  to  our  earn- 
ings. They  won't." 

On  the  contrary,  Joy's  acquisition 
last  year  of  the  WKM  oil  equipment 
unit  of  ACF  Industries  and  two  small- 
er oil  equipment  firms,  at  a  cost  of 
$273  million,  has  caused  analysts  to 
lower  their  earnings  estimates  for  the 
company  this  year.  Because  of  in- 
creased net  interest  costs,  profits  will 
be  flat  at  best,  they  say,  despite  sharp- 
ly improved  performance  at  Joy's  pre- 
eminent mining  equipment  business. 
They  see  Joy's  profits  at  about  $30 
million  this  year,  on  revenues  of  less 
than  $900  million. 

But  Calder  is  betting  that  in  a  few 


years  those  purchases  will  be  seen  as 
bargains.  A  mechanical  engineer  who 
joined  Joy  37  years  ago,  Calder,  61,  has 
swum  successfully  against  the  tide 
before.  In  late  1981,  months  before 
competitors  began  to  batten  down  for 
the  coming  recession,  Pittsburgh- 
based  Joy  started  cutting  its  work 
force  and  inventories.  Calder  was  ac- 
cused of  overreacting  to  gloomy  fore- 
casts. When  the  slump  hit,  causing 
Joy's  sales  to  drop  a  staggering  40%, 
the  company,  unlike  many  competi- 
tors, was  able  to  stay  in  the  black  and 
keep  a  positive  cash  flow.  It's  that 
cash  that's  letting  Joy  expand  in  the 
oil  patch  while  others  are  bailing  out. 

Calder  himself  partly  justifies  his 
actions,  then  as  now,  with  the  "long- 
wave" economic  theories  of  Russian 
economist  Nikolai  Kondratieff,  who 
believed  that  the  world's  economy  ex- 
periences growth  periods  that  last  be- 
tween 45  and  60  years,  separated  by 
10  years  or  so  of  recession.  As  Calder 
reads  Kondratieff,  the  1990s  should 
inaugurate  a.  period  of  sustained 
growth — and  he  wants  Joy  to  be  ready. 

The  mantle  of  theoretician  at  Joy, 


A  William  Calder  of  Joy  Manufacturing 
Riding  Kondratieff's  wave. 
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however,  is  worn  primarily  by  Chair 
man  Andre  R.  Horn,  56,  one  of  th< 
biggest  proponents  of  the  Kondratief.'    H 
theory  in  U.S.  industry.  Calder,  tht 
nuts  and  bolts  man,  stresses  that  Jo)>  's 
doesn't  depend  only  on  Kondratieff 
"Whatever  the  K  theory  predicts  musi-  %i 
be  confirmed  by  other  indicators,"  he  :.v 
says.  All  the  same,  Calder  will  b<!  :i 
looking  for  early  signs  that  the  Kon 
dratieff  cycle  and  oil  prices  are  ir 
phase. — Stanley  W.  Angrist 
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Fasten  your  seat  belts 

Tlhere  is  nothing  'last-ditch'  abou 
what  we  are  doing,"  insists  Davie 
Hinson,  the  new  chairman  of  Chica  mfc; 
go-based  Midway  Airlines.  An  earl;  toi 
investor  in  the  struggling  carrier,  Hin  tamer 
son  took  over  the  top  job  in  Februar  Xk\ 
after  the  resignation  of  Arthur  Bass  i 
who  had  run  the  airline  for  the  pas 
2Vi  years.  Bass,  who  earned  his  wing: 
as  a  founder  of  Federal  Express, 
promised  last  summer  that  Midwa; 
would  be  in  the  black  for  all  of  1984 
Instead,  the  six-year-old  airline  wid    noocb 
ened  its  losses  from  the  prior  year    '%■ 
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vavid  Hinson,  new  chairman  of  Midway  Airlines 
Just  a  growing  pain,"  he  says. 


psing  $22  million  on  revenues  of 
!jl49  million. 

1  Hinson,  a  former  Navy  and  com- 
mercial pilot,  worked  for  Hughes  Air 
■/est  before  going  into  business  for 
[Jimself  in  1973.  These  days  he  is  part- 
kwner  of  a  large  aviation  servicing 
Operation  in  the  Pacific  Northwest. 
lUthough  Hinson  owns  less  than  1% 
i  Midway,  he  seemed  a  likely  savior 
lb  the  venture  capitalists  who  control 
rie  board.  Hinson  was  attracted  by 
Hie  challenge.  He  left  his  servicing 
Business  in  the  hands  of  a  partner  and 
las  moved  his  family  from  Portland 
6)  Chicago. 

|;  Finding  a  winning  strategy  for  a 
iiidsize  airline  won't  be  easy.  The 
pmpany  started  as  a  no-frills  budget 
brrier  operating  out  of  the  little-used 
lidway  Airport.  Then,  under  Bass,  it 
lured  business  travelers  with  "Metro- 
'nk"   service:    free   parking,    roomy 
gating  and  fancy  food.  An  appealing 
jncept.  But  it  couldn't  keep  Mid- 
lay's  22  planes  even  half  full.  Bass 
(anted   to   give   his   marketing   ap- 
roach  more  time;  Hinson's  mandate 
to  start  generating  cash — pronto. 


Last  September  Midway  agreed  to 
acquire  Air  Florida,  then  in  bankrupt- 
cy, in  order  to  serve  vacationers. 
"That  is  a  market  we  just  can't  ignore 
any  longer,"  Hinson  says.  Since  tak- 
ing over,  Hinson  has  cut  the  number 
of  Metrolink  flights,  furloughed  about 
200  workers  and  frozen  wages  for 
1,750  remaining.  "We  are  not  going  to 
abandon  Metrolink,  but  we  are  going 
to  nudge  it  in  a  slightly  different  di- 
rection," Hinson  says.  To  get  more 
passengers  on  board  he  is  "strongly 
considering"  adding  additional  lower- 
priced  seats  on  the  business  flights. 

Thanks  to  Midway's  success  in  rais- 
ing money  from  the  public,  most  re- 
cently in  1983,  Hinson  has  time  to 
work  out  his  strategy.  The  company's 
long-term  debt  of  $25  million  is  about 
equal  to  its  equity.  But  Midway's 
shareholders  have  seen  their  stock 
nosedive  from  a  high  of  22  in  late  1983 
to  5  recently.  Hinson,  who  bought  his 
shares  for  13  in  a  1979  private  place- 
ment, offers  words  of  comfort.  "I  really 
believe  this  is  just  a  growing  pain,"  he 
says. — Katharine  Blood 


Main  chance 

Antonio  Chan  didn't  sit  around 
.  reading  fortune  cookies  when  he 
read  last  January  that  Donald  Smith 
had  been  ousted  as  president  of  fast- 
food  operator  Diversifoods.  Chan,  41, 
a  Chicago  cardiologist  who  runs  two 
local  Chinese  fast-food  restaurants, 
called  Smith  a  few  days  later.  "I  invit- 
ed him  to  lunch  at  my  downtown 
operation,"  Chan  recalls. 

What  a  difference  a  star  name  can 
make.  Don  Smith's  reputation  as  a 
fast-food  wizard,  earned  at  top  jobs  at 
McDonald's,  Pillsbury's  Burger  King 
and  PepsiCo's  Pizza  Hut,  has  been 
badly  tarnished,  but  it  still  carries  a 
lot  of  clout. 

Last  month  Smith,  43,  became  vice 
chairman  of  Chan's  tiny  firm,  Xian 
Foods  Corp.,  with  a  10%  stake,  and 
publicly  predicted  that  Xian  will  be- 
come a  national  chain  in  the  next  five 
or  six  years.  Since  then  Chan  has  been 
besieged  with  phone  calls  from  poten- 
tial investors  and  franchisees. 

Whether  that  flurry  of  interest  can 
be  developed  remains  to  be  seen,  but 
Chan,  who  still  maintains  a  part-time 
medical  practice,  says  his  plans  for 
the  restaurant  business  have  always 
been  big.  Introduced  to  American- 
style  fast  food  in  the  late  Sixties  when 
he  came  here  from  the  Philippines  for 
his  medical  residency,  Chan  is  con- 
vinced that  Chinese  food  is  "the  last 
frontier  in  fast  foods"  because  it  is 
low  in  cholesterol  and  fat.  "People 
won't  have  to  feel  guilty  about  eating 


Antonio  Chan  of  Xian  Foods  Corp. 
Chinese  food  for  the  masses. 
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f  you've  been  following 
Bell  System  breakup,  you 
3ady  know  that  Pacific 
3sis  Group  is  moving  up  fast. 
A/eve  emerged  from  our 
leal  first  year  of  indepen- 
lce  in  the  best  financial  and 
rating  shape  ever 
ri  1984,  we  earned  $829 
lion  on  revenues  of  $7.8 
ion.  Earnings  per  share  of 
|46  exceeded  our  original 
Injection  by  nearly  6  percent. 
I  urn  on  equity  improved 
■3.2  percent,  up  from 
1: 10  percent  at 
lend  of  1983. 
W\nd  ex- 
cises 

fell  nearly 
6  percent  below 
our  original  pro- 
jection, due  in  large  part 
e  rigorous  cost-control 
rts  of  our  largest  subsi- 
r  Pacific  Bell. 

or  investors,  though,  where 
■are  today  is  only  half  the 

|y, 

fVe're  implementing  a 
litegy  for  tomorrow  that's 
It-igned  to  produce  sus- 
l.ed  growth  in  the  value  of 
$  shareowners'  investment. 
■Targeting  technology 
Ifitably.  Our  core  markets — 
lifornia  and  Nevada— have 
■greatest  communications 
fjwth  potential  in  the  country 
lb  tap  this  potential,  our 
lil  telecommunications 
cipanies,  Pacific  and  Nevada 
,  are  aggressively  deploy- 


ing advanced  digital  and 
fiber  optics  technologies. 

But  technology  alone  isn't 
enough.  The  key  to  success  in 
today's  marketplace  is  tar- 
geting technology  where  it's 
most  profitable;  in  other 
words,  giving  customers  the 
products  and  services  they 
want,  when  and  where  they 
want  them.  So  we've  re- 
structured our  Pacific 
and  Nevada  Bell 
marketing  or- 
ganizations 
to  help  us 
better 

under- 
stand, anti- 
cipate and 
meet  customer 
needs. 

Diversifying  for  long- 
term  growth  and  stability. 
Divestiture  gave  us  the  oppor- 
tunity to  enter  new  lines  of 
business  from  which  we'd 
been  excluded  in  the  past. 
We're  pursuing  this  new 
opportunity  capitalizing  on 
our  experience  and  expertise 
to  increase  the  value  of  our 
shareowners'  investment. 

However,  we  don't  intend 
to  become  an  uncoordinated 


international 
consulting,  engi- 
neering and 
operation  of 
communi- 
cations 


systems; 
and  design- 
ing, installing 
and  servicing 
integrated  communi- 
cations/computer sys- 
tems for  business  customers. 
We're  expanding  each  of 
these  lines  vertically  and 
horizontally  for  maximum 
return  on  our  investment. 
One  final  point. There's 
probably  no  better  example 
of  our  commitment  to  con- 
tinued growth  than  the  new 
Pacific  Telesis  management 
compensation  policy: 

Starting  this  year,  the  salaries 
of  every  one  of  our  23,000 
managers  will  be  tied  directly 
to  the  financial  success  of  the 
Pacific  Telesis  company  they 
work  for— in  other  words,  to 
your  success  as  an  investor 

The  bottom  line  is  this  With 
a  strong  first  year  behind  us, 
we've  set  the  course  for  an 


conglomerate.  Instead,  we  are     even  more  promising  future. 


building  a  diversified  corpo- 
ration carefully  focused  on  a 
few  major  lines  of  business. 

At  this  point,  we've  identified 
four  key  areas  where  our  skills 
give  us  a  competitive  edge: 
person-to-person  radio  com- 
munications, including  cellular 
technology 
and  paging 
services;  pub- 
lishing special- 
ized directories 
nationwide; 


If  you'd  like  to  know  more 
about  Pacific  Telesis  Group, 
we'd  be  pleased  to  send  you 
a  copy  of  our  1984  annual 
report.  lust  write  to  us  at  140 
New  Montgomery  Street, 
Room  1507,  San  Francisco, 
CA  94105. 
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it,"  he  says  with  satisfaction. 

Chan  opened  his  first  store  in  1983 
with  $2  million  from  friends  and  in- 
vestors, and  his  wife's  recipes.  It 
grossed  about  $800,000  last  year.  A 
second  location  in  the  suburbs 
grossed  slightly  less.  Chan  admits 
that  his  business  "has  a  lot  of  rough 
edges,"  but  he  thinks  each  Xian  unit 
has  the  potential  to  generate  as  much 
volume  per  year  as  the  average  Burger 
King  ($944,000)  or  even  the  average 
McDonald's  ($1.3  million),  and  be  as 
profitable. 

Chan  hopes  to  open  ten  more  stores 
in  the  Chicago  area  within  the  year  at 
a  cost  of  $300,000  per  unit.  He  was 
talking  with  Prescott,  Ball  &  Turben 
about  a  $4  million  private  placement 
even  before  Smith  came  on  board. 
And  now  that  Chan  has  boldly  signed 
up  an  industry  heavyweight,  his 
chances  of  getting  financing  are  prob- 
ably rosier. — K.B. 


Fast  switch 

Neil  Austrian  liked  the  idea  of  run- 
ning a  fast-growth  business.  That 
was  one  reason  he  decided  to  resign 
last  year  from  the  top  job  at  ad  agency 
Doyle  Dane  Bernbach,  which  had  lost 
some  big  clients,  to  take  the  helm  at 
Showtime/The  Movie  Channel,  the 
pay-television  service. 

For  much  of  cable  TV's  brief  history, 
pay-TV  meant  Home  Box  Office,  the 
Time  Inc.  subsidiary  that  now  reaches 
17.8  million  subscribers,  together  with 
its  sister  service,  Cinemax.  The  1983 
merger  of  Viacom's  Showtime  with 
The  Movie  Channel,  owned  by  Warner 
Communications  and  American  Ex- 
press, has  finally  created  some  viable 
competition  for  HBO.  Early  last  year 
Showtime  acquired  Spotlight,  another 
small  pay-TV  service.  Now  nearly  9 
million  subscribers  receive  Showtime 
or  The  Movie  Channel. 

"There  is  room  for  a  strong  number 
two,"  Austrian,  45,  insists.  He  offers 
Showtime  to  cable  operators  at  dis- 
count prices  averaging  about  1 1  %  be- 
low HBO's  per  subscriber.  That 
means  Showtime's  margins  are  below 
HBO's.  But  Showtime/TMC  was  still 
able  to  net  $20  million  last  year  on 
revenues  of  $340  million.  And  the 
company's  parents  have  given  it  a 


strong  balance  sheet  with  no  long- 
term  debt  and  equity  of  $70  million. 

Austrian  points  to  an  exclusive  deal 
with  Gulf  &  Western's  Paramount 
Pictures  and  original  programming, 
such  as  Shelley  Duvall's  Faerie  Tale 
Theatre,  as  proof  that  his  shows  can 
compete  with  HBO's. 

According  to  Barbara  Russell  of 
Prudential-Bache,  viewers  on  newly 
built  cable  systems  are  choosing 
equally  between  HBO/Cinemax  and 
Showtime/TMC.  The  disconnect  rate 
of  the  two  services  is  also  equal,  about 
4%  a  month,  so  Showtime/TMC  is 
gaining  market  share. 

But  wouldn't  you  know  it?  Shortly 
after  Austrian  took  over  at  Showtime, 
revenue  growth  in  the  entire  pay-TV 
business  started  to  slow.  What  withf 
VCRs  proliferating  and  fewer  new  ca- 
ble  systems  starting  up,  Austrian  ad- 
mits, "It's  been  different  from  what  I 
expected."  — Jeffrey  A.  Trachtenberg 

Our  man 
in  Tokyo 

Fl  earing  the  wrath  of  the  Justice  De- 
partment, in  1925  AT&T  spun  off 
its  international  business  into  what 
later  became  ITT  and  concentrated  on 
its  domestic  monopoly.  When  divesti- 
ture loomed  a  few  years  ago,  AT&T 
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hhn  Cusick  of  AT&T  International 
breaking  in  is  hard  to  do. 

'gain  began  scouring  the  globe  for 
jrowth.  Japan  is  target  number  one, 
ind  that  has  meant  work  seven  days  a 
Meek,  14  to  16  hours  a  day,  for  John 
Cusick,  AT&T's  man  on  the  spot  in 
okyo.   "I'm  not  sure  I  could  live 
Jirough  this  year  again,"  he  says. 
\  Cusick,  49,  has  expanded  his  staff 
?'om  2  to  20,  with  60  more  jobs  slated 
br  this  year.  "AT&T  has  been  in  Ja- 
fan  for  years — as  a  purchaser,"  he 
Jays.  In  1984  AT&T  bought  $250  mil- 
|  on  of  Japanese  goods.  It  sold  only  $78 
lillion  there.  Some  trade  balance. 
But  Japan's   mammoth   telephone 
lonopoly,  Nippon  Telegraph  &  Tele- 
hone,  spent  only  $125  million  last 
ear  on  foreign-made  equipment  from 
11  sources.  Its  biggest  foreign  pur- 
hase  was  from  AT&T — a  $74  million 
etwork   management    control    sys- 
m.  Cusick  is  determined  to  win  for 
T&T  a  bigger  piece  of  Japan's  $6 
illion  telecommunications  market, 
cond  in  size  only  to  the  U.S.' 
With  NTT's   domestic   monopoly 
iding  by  government  decree  on  Apr. 
foreigners  will  have  more  opportu- 
ity.  Cusick  is  negotiating  a  joint  ven- 
Ure  with  Japanese  companies,  led  by 
fie  Industrial  Bank  of  Japan,  to  offer 
Is  new  value-added  network,  which 
[lows  computers  at  different  firms  to 
bmmunicate  with  each  other.  AT&T 
I  also  looking  for  Japanese  partners  to 
darket  its  videotex  service  and  to  sell 
s  minicomputers  and  PBXs  in  Ja- 
pn's  largely  untapped  office  automa- 
ton market. — Barbara  Slavin 


Charisma 

ft  was  a  swift  power  play  if  ever 
^  there  was  one.  On  Mar.  3  William 
jeissler  and  Douglas  Ruhe,  the  ma- 
irity  owners  of  United  Press  Interna- 
onal,  fired  the  chief  executive  they 
ad  hired  to  turn  around  the  ailing 


wire  service.  A  day  later  Luis  Nogales 
was  back  in  charge,  while  the  two 
men  who  had  fired  him  had  given  up 
control.  Nogales,  without  paying  a 
cent,  increased  the  equity  stake  of  his 
management  team  from  1%  to  15%. 

How  did  Nogales  get  such  a  strong 
hand?  Because  UPI's  venture  capital 
creditors  believe  that  his  leadership 
gives  the  news  agency  its  best  chance 
for  survival.  Since  they  had  no  real 
capital  in  the  business,  the  two  stock- 
holders could  scarcely  disagree. 

Nogales,  who  joined  UPI  in  1983, 
was  able  to  convince  UPI's  employees 
last  summer  to  take  a  temporary  25% 
wage  cut.  That  concession  allowed 
the  firm  to  earn,  at  the  end  of  1984,  its 
first  quarterly  profit  in  22  years. 

Nogales'  popularity  with  the  Wire 
Service  Guild,  UPI's  union,  was  a  key 
element  in  his  return  to  power.  Why 
would  labor  support  a  manager  who 
chopped  salaries  by  a  quarter?  Call  it 
realism.  They  realized  UPI  was  on  the 
path  to  oblivion.  UPI  is  now  down  to 
5,300  subscribers  in  the  U.S.  and 
1,700  abroad  (compared  with  AP's 
7,000  and  8,500). 

Nogales  energetically  revamped 
UPI's  accounting  system,  made  plans 
to  acquire  high-speed  printers  for  sub- 
scribers and  strengthened  the  ser- 
vice's sports,  features  and  graphics. 


And,  with  his  habit  of  stopping  in  the 
newsroom  for  a  chat,  he  understands 
what  managing  is  all  about.  "We're  all 
in  this  together,"  he  tells  employees. 

Nogales,  40,  grew  up  picking  vege- 
tables beside  his  parents  in  Califor- 
nia's San  Joaquin  Valley,  was  super- 
vising migrant  crews  at  16  and  went 
on  to  graduate  from  Stanford  Law 
School  in  1969  and  to  serve  as  a  White 
House  Fellow  in  1972.  After  that  he 
worked  as  a  vice  president  of  Los  An- 
geles-based Golden  West  Broadcasters 
but  was  fired  in  1981  in  a  disagree- 
ment with  its  former  president.  A 
stint  with  a  public  relations  firm  pre- 
ceded his  hiring  at  UPI. 

Nogales'  ideas  for  making  UPI  via- 
ble include  time-sharing  its  satellite 
communications  system  and  provid- 
ing a  news  service  for  personal  com- 
puters. He  will  have  to  move  fast. 
With  about  $100  million  in  annual 
revenues,  UPI's  debt  now  totals  $17 
million,  and  there's  no  equity  to 
speak  of.  Nogales  must  attract  new 
investors  as  well  as  convince  credi- 
tors, chiefly  AT&T,  American  Ex- 
press and  RCA,  to  accept  equity  for 
debt.  He  says  employees,  for  their 
part,  may  have  to  accept  additional 
layoffs — and  forego  the  wage  restora- 
tions they  were  promised. — Janet  Fix 


Luis  Nogales  of  United  Press  International 
More  sad  stories  to  come? 
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Ask  the  owners  "Why  Boeing?" 
and  you'll  get  answers  like  these: 

International  capabilities;  more 
room  for  more  people;  adequate 
galley  and  lavatories;  a  true  "flying 
office"  with  room  for  office  equip- 
ment, conference  areas,  and  an 
executive  suite  where  private  con- 
versations stay  private. 


IF  ALL  BOEING  BUSINESS  JETS 
WERE  IN  A  SINGLE  U.S.  FLEET, 
IT  WOULD  RANK  AMONG 
AMERICAS  TEN  LARGEST  AIRLES 


And  you'll  hear  about  some  en- 
lightening experiences. 

Such  as  the  maintenance  man- 
ager who  said  his  company's  Boeing 
airplane  costs  less  to  maintain  than 
itsGulfstream2. 


Or  the  company  that  bo 
Boeing  jet  to  shuttle  worker; 
mote  operations  -  then  disc( 
costs  less  to  use  the  Boeing  j< 
ecutive  flights  than  to  charte 
cal  smaller  jet  for  the  same  i 


uimuuuuuiuuil 


he  oil  company  that's  saving 
e  in  drilling  rig  downtime 
3  their  Boeing  jet  can  ferry 
)are  parts  from  Houston 
•ward  the  Arctic, 
the  hockey  club  that  pur- 
'a  Boeing  jet  so  players  would 
resh,  rested  and  ready  for 
ways  near  their  peak  despite 


a  grueling  schedule. 

There  are  95  Boeing  jets  out 
there  opening  new  horizons  for  com- 
panies that  have  outgrown  ordinary 
business  airplanes,  and  writing  a  new 
chapter  in  corporate  aviation. 

Through  its  Corporate  77 
Series  program,  Boeing  has 
made  a  fresh  commitment  to 


these  innovative  companies,  and 
to  others  who  will  step  into  Boeing 
airplanes  in  the  months  and  years 
ahead.  To  get  the  full  story,  call  the 
Boeing  corporate  jet  people  at  the 
company's  Corporate 
77  Series  office  in 
Seatde,  Washington 
(206)  237-0115. 
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"IrrterNorth  turns  in  banner  year. . . 
operating  revenues  top  $7.5  billion . . . 
must  reading  for  the  money  crowd." 


Skip  Kaiser 

Treasurer 

InterNorth 


"Net  income  increases  28% . . . 
a  sizzling  fiscal  performance. . . 
filled  with  energy. . .  riveting  prose." 


Tommy  Thompson 
Chief  Financial  Officer 
InterNorth 


"*  *  *  *" 


Sam  Segnar 
Chairman  and  CEO 
InterNorth 


,j, 


INTERNORTH 


Now  available  for  the  first  ^^^■haESa^^^^^k.  & 

time  in  paperback.  For 

your  free  copy  of  our  1984 

annual  report,  write: 

Annual  Report,  InterNorth, 

Inc.,  2223  Dodge  Street, 

Omaha,  NE  68102 


|  We  work 
Efor  America 


InterNorth  is  an  international  energy-based  corporation  involved  in  exploration  and  production  of  oil  and  natural  gas,  natural  gas  transportation 
and  distribution,  liquid  fuels  and  petrochemicals.  World  headquarters:  Omaha,  Nebraska 
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The  Forbes/Wilshire  5000  Review 
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i  this  any  way  to  treat  a  rally?  The  market  had  been  on  a 
jll  since  the  start  of  the  new  year,  but  during  the  last  two 
■eeks  investors'  confidence  was  put  to  the  test.  The 
ptimists  point  out  that  averages  never  go  straight  upward 
'ithout  some  correcting  along  the  way,  and  the  recent 
amage  may  not  be  as  bad  as  it  appears  upon  first  glance, 
he  Dow  industrials,  showing  a  4%  loss  for  the  last  ten 
a  ding  days,  closed  the  period  holding  on  to  less  than  a 
%  gain  since  the  beginning  of  January.  But  the  Wilshire 
idex,  despite  its  two-week  decline  of  3.3%,  is  7%  higher 
lan  it  was  at  the  beginning  of  the  year.  This  translates 
Uo  a  gain  of  some  $129  billion  in  market  capitalization. 


In  addition,  the  Wilshire  stands  1 1.4%  higher  than  it  was 
52  weeks  ago. 

The  recent  weakness  in  share  prices  has,  of  course, 
brought  down  P/E  multiples.  Two  weeks  ago  the  Wilshire 
index  of  more  than  5,600  issues  was  selling  at  12.1  times 
latest  12-month  earnings.  The  Wilshire  multiple  is  now 
down  to  11.7,  which  is  a  bit  lower  than  it  was  a  year  ago. 
During  the  last  two  weeks  the  P/E  on  the  Dow  declined 
from  10.5  to  10.  Analysts  are  forecasting  18.8%  earnings 
growth  in  1985  (see  p.  172),  which  is  about  the  same  as 
1984's  improvement  over  1983.  If  the  analysts  are  close  to 
the  mark,  many  issues  are  still  cheap. 


Close-up  On  The  Equity  Markets 

Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-2.8 

-2.1 

-2.7 

-2.7 

-3.3 

-3.4 

in  last  52  weeks 

11.4 

12.9 

5.3 

11.7 

5.2 

9.7 

Stock  performance  based  on  six  key  investor  yardsticks 

?ercent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

n  last  4  weeks 

-3.4 

-1.1 

-4.6 

0.5 

-2.6 

-2.0 

-0.9 

-2.2 

-1.8 

-0.5 

-1.3 

-2.0 

J  n  last  52  weeks 

12.8 

8.0 

7.4 

22.6 

-0.4 

22.3 

19.5 

11.8 

8.1 

21.7 

20.3 

-2.3 

■isad  on  sales. 

1  stock's  sensitivity  to 

quantitative  evaluatic 

jverall  market  movemen 
n  of  a  stock's  growth  ims 

.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  a 
ge,  determined  by  Wilshire  Associates. 

re  more  stable. 

■■■^BBBSssssssssssaBa 

•  l)te:  All  data  for  periods  ending  3/15/85.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


The  rough  road  for  technology  shares.  With  the  Wilshire 
index  slipping  more  than  3%  during  the  last  two  weeks,  all 
sectors  lost  ground.  But  as  has  all  too  often  been  the  case 
over  the  last  year  and  a  half,  technology  issues  suffered  the 
sharpest  setback,  a  7.3%  decline.  With  the  technology 
group  selling  at  the  highest  multiple  to  estimated  1985 
earnings  (see  below),  it  is  especially  vulnerable  when  well- 


known  firms  such  as  Wang  Labs,  Data  General  or  Apple 
Computer  report  disappointing  results. 

Losses  of  between  4.5%  and  5%  were  registered  by  raw 
materials,  capital  goods  and  transportation  shares.  Pre- 
dictably, given  their  low-volatility  profile,  utility  shares 
performed  best  over  the  recent  two-week  stretch.  But 
rising  interest  rates  would  hurt  them, 


, 


\S*\s  Percent  change  in  last  52  weeks  "O  <2>  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


^y 


-25 
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Energy 

+  51)            |           | 

w       — ^ 

"2S    1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1  1  1  1  1  1 

'84 

'85 

Technology 

-  ^TV 

.    ~v-v 
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Consumer  durables 


+  50 
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Finance 


+  50 


<^ 


-25 
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Transportation 


^y 


-25 
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Consumer  nondurables  and  servic 


» 


+  50 
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Raw  materials 


Z 


+  50 


jOL 


-25 
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Utilities 


+  50 
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What  The  Analysts  Think 


Less  optimism,  but  still  plenty  of  hope.  Except  for  the 
finance  and  utility  sectors,  security  analysts  continue  to 
cut  their  1985  earnings  projections.  The  good  news:  The 


Forbes  500  group  is  priced  at  an  aggregate  10.5  times  lates 
12-month  earnings  but  only  8.9  times  1985  estimates  anj 
8.1  times  1986  estimates. 


Forecasting  the  Forbes  500 


Average 
Performance        earnings  per 
period  share  P/E 


latest  12  months 

1985  estimates 

1986  estimates 


$3.75 
4.42 
4.98 


10.5 
8.9 
8.1 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1985 
EPS             P/E 

i -m 

%  change  in  1985  estinulj 
in  2  weeks       in  4  weql 

l 

Finance 

$3.51 

9.5 

0.57% 

0.28% 

2 

Utilities 

3.61 

7.2 

0.07 

-0.12 

3 

Consumer  nondurables 

2.72 

10.9 

-0.28 

-0.67 

4 

Transportation 

3.30 

8.7 

-0.31 

-0.38 

5 

Energy 

3.76 

7.8 

-0.95 

-2.28 

6 

Technology 

3.08 

11.8 

-1.28 

-3.13 

7 

Capital  goods 

3.00 

11.2 

-1.40 

-2.16 

8 

Consumer  durables 

4.85 

8.0 

-2.11 

-5.10 

9 

Raw  materials 

2.55 

9.8 

-3.69 

-5.47 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continously  by  the  Institutional  Brokei 
Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 


Note:  All  data  for  periods  ending  3/15/85  Prepared  by  Wilshire  AssocTates^anuiMomca^alif^BES^aservTceof  Lynch,  (ones  &  Ryan,  New  York. 
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The  $80  Billion  Baby  That 
the  World  Hasn't  Adopted  Yet 

■ 
Interest  rate  swaps:  a  concept  that 
has  just  had  its  third  birthday  and  is 
already  an  $80  billion  business.  And 
when  all  those  people  who  can  benefit 
by  it  ultimately  adopt  it,  there  is  no  limit 
to  how  fast  this  baby  will  grow.  Because 
interest  rate  swaps  can  provide  corpo- 
rations and  financial  institutions  with 
a  silent  and  flexible  financing  technique 
that  significantly  reduces  costs. 

And  when  it  comes  to  interest  rate 
swaps,  there  is  no  investment  bank  that 
has  the  capability,  experience  and 
international  presence  to  match  First 
Boston.  In  1982,  First  Boston  with  its 
London-based  partner  Credit  Suisse 
First  Boston,  engineered  the  first 
interest  rate  swap  tied  to  a  public 
capital  market  transaction. 

Since  then,  First  Boston  has  achieved 
an  outstanding  record  for  innovation. 
A  record  of  creative,  varied  and  com- 
plex swaps,  including  asset-based 
swaps,  floating  rate-to-floating  rate 
swaps  and  tax-exempt  swaps.  First 
Boston  has  even  arranged  puts  and 
calls  on  swaps.  And  First  Boston  has 
a  real  breadth  of  experience-its  experts 
have  arranged  swaps  worldwide  ranging 
in  size  from  $5  million  to  $300  million 
and  with  maturities  from  1  to  12  years. 

When  you  consider  the  benefits  of 
silent  financing-the  cost  savings,  the 
increased  flexibility  and  the  ability  to 
control  the  interest  sensitivity  of  your 
balance  sheet-you  can  see  why  interest 
rate  swaps  will  be  a  baby  you  may  want 
to  adopt  in  1985. 

Just  as  they  have  been  for  nearly 
200  corporations  and  financial  institu- 
tions, the  resources  of  First  Boston's 
interest  rate  swap  group  are  a  phone  call 
away.  Call  Thomas  Kirch,  Managing 
Director,  at  headquarters  in  New  York 
City,  (212)  909-2000. 
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Interest  rate  swaps. 
Another  reason  why  First  Boston 
is  getting  the  call  in  1985. 


I 


Streetwalker 


Charlie's  chickens 

How  many  companies  can  an- 
nounce a  $600  million  hit  to 
earnings  and  have  it  treated  as  good 
news?  When  Financial  Corp.  of  Amer- 
ica, the  country's  biggest  S&L,  said  it 
was  taking  a  $500  million  to  $700 
million  loss  on  its  loan  portfolio,  the 
stock  went  up  30%  in  three  days, 
from  6  to  7%,  before  retreating  to  6lA 
recently. 

Why  the  euphoria?  Many  on  The 
Street  had  expected  the  hit  to  be  even 
harder.  They  may  yet  be  right.  Fincorp 
is  far  from  being  out  of  the  woods. 

"We  can't  guarantee  that  future  un- 
pleasant occurrences  won't  take 
place,"  says  William  Popejoy,  who 
succeeded  the  deposed,  discredited 
Charles  Knapp  as  Fincorp  CEO.  Tak- 
ing into  account  the  foreclosed  real 
estate  and  loan  projects,  it  holds  $1.3 
billion  in  slow-paying  loans,  includ- 
ing loans  delinquent  90  days  or  more. 
Says  Popejoy,  "The  delinquencies 
aren't  expected  to  be  reduced  appre- 


Popejoy  (left)  and  predecessor  Knapp 
All  in  all,  a  better  short  than  a  buy. 

ciably  in  the  next  couple  of  quarters." 
Meanwhile,  to  hold  jumbo  deposits 
in  the  face  of  its  tarnished  reputation, 
Fincorp  is  paying  interest  rates  well 
above  market.  That  way  it  helps  keep 
its  assets  intact  but  is  unable  to  make 
the  profits  it  needs  to  restore  its  great- 
ly shrunken  capital  base. 

A  sudden  drop  in  interest  rates 
could  save  Fincorp,  but  that  would 
merely  keep  it  limping  along.  Consid- 
ering all  this,  the  smart  money  figures 
Fincorp,  even  at  its  present  shrunken 
price,  might  be  a  better  short  than  a 
buy. — Howard  Rudnitsky 


Paper  dreams 

Scott  Paper  Co.  has  been  a  strong 
stock  lately,  rising  as  high  as 
39 lA — up  from  14  three  years  ago. 
Recent  price:  35lA.  What's  behind  the 


Scott  Paper's  Lippincott 
Pleasing  the  Bronfmans. 

activity?  Expectations  of  being 
bought  out  at  a  premium.  Toronto's 
Brascan  Ltd.,  the  investment  com- 
pany controlled  by  Edward  and  Peter 
Bronfman,  now  owns  25%  of  Scott — 
the  limit  under  a  standstill  agreement 
that  expires  this  year.  Investors,  an- 
ticipating that  Brascan  will  pay  a  pre- 
mium to  increase  its  stake,  are  look- 
ing for  a  free  ride  on  the  Bronfmans. 

They  are  likely  to  be  disappointed. 
Brascan  prefers  to  practice  the  Sugar 
Daddy  approach  to  acquisitions, 
buying  off  the  managers  rather  than 
the  shareholders.  Four  years  ago  Bras- 
can increased  its  Scott  holdings  7.4% 
by  a  purchase  of  treasury  stock.  Scott 
management  was  happy  to  accept 
$102  million  in  cheap  capital,  but  the 
publicly  traded  shares  dropped  6 
points  on  news  of  the  treasury  sale. 
Brascan  used  the  same  tactic  in  1981 
when  it  paid  $500  million  (Canadian) 
for  treasury  shares  to  gain  control  of 
Noranda  Mines  Ltd.  of  Canada. 

Paine  Webber  analyst  Lawrence 
Ross  says  Brascan  has  been  a  "quiet 
spur"  to  Scott's  turnaround.  Over  the 
past  two  decades  Scott  watched 
Procter  &.  Gamble  take  away  its 
dominance  of  the  toilet  paper  market. 
Chairman  Philip  Lippincott  has 
brought  $2.8  billion  (sales)  Scott  back 
to  respectable  mediocrity  on  the 
strength  of  its  S.D.  Warren  Division, 
which  makes  paper  for  magazines. 
Last  year  it  accounted  for  58%  of 
Scott's  pretax  income  on  only  30%  of 
sales.  Scott's  earnings  have  more  than 
doubled  since  1982 — rising  48%,  to 
$3.83  per  share,  last  year.  But  expecta- 
tions that  such  rapid  growth  will  con- 
tinue seem  misplaced  also.  Analysts 


such  as  Cornelius  Sewell  of  Ne-* 
York's  Argus  Research  see  coated  p; 
pers  growing  less  dramatically,  an 
the  tissue  market  remains  slow. 

The  Bronfmans  probably  would  nc 
mind  the  pause  to  consolidate  gain 
However,  any  investors  who  are  be 
ting  on  a  quick  payout  may  be  disaj 
pointed. — Jack  Willoughby 


Running  up  the  score 

[unford,  Inc.  has  so  many  kickei 
it  could  play  soccer.  You  have  t 
admire  the  way  this  $424  millic 
(sales)  Atlanta  company  has  been  pi 
together  by  CEO  Dillard  Munford, 
former  buyer  for  Sears,  Roebuci 
Munford's  primary  business  is  opera 
ing  835  Majik  Market  convenienc 
food  stores,  mostly  in  the  Southeas 
It  also  runs  World  Bazaar,  a  $68  mi 
lion  chain  of  specialty  import  store 
Finally,  there  is  a  35%  interest  i 
United  Refrigerated  Services,  in  col 
storage  warehousing.  Munford  has 
million  Big  Board  shares.  Recei 
price:  24Vi.  Insiders  control  aboi 
10%.  Earnings?  Joseph  Buckley 
Smith  Barney  says  Munford  ought 
do  $2.20  a  share  this  year,  up  10%. 
But  that  is  not  the  play  here.  Mui 
ford  is  considering  spinning  off  Wor 
Bazaar.  Buckley  says  this  could  1 
worth  $9  to  $1 1  a  share.  Munford  al: 
has  a  put  option  to  sell  its  holding  : 
United  Refrigerated  for  about  $1' 
million — around  $5  a  share  net.  Buc 
ley  figures  that  if  Munford  keeps  it 
main  business  but  makes  the  oth 
moves,  it  will  have  about  $15  a  sha 
in  the  till.  As  a  breakup,  he  estimat 
the  value  at  $30  to  $40.  He  likes  t\ 
stock.  One  last  kicker:  The  Bass 
own  10%.  Wonder  why. — Thomas  Jal 


Long,  hot  summer 

Standard  Oil  Co.  (Indiana)  produc 'I 
more  oil  and  gas  per  share  th;v[ 
any  other  major  U.S.  oil  compan 
That  could  be  a  problem,  says  Frede 
ick  Leuffer,  analyst  at  Cyrus  J.  La^ 
rence.  By  summer  petroleum  inve 
tories,  now  low,  could  build  again 
where  they  are  too  high.  In  that  cas 
oil  prices  may  drop  $2  to  $3  a  bam 
and  gas  prices  would  fall  with  thei 
Leuffer  says  Amoco  would  suffer  tl 
most.  If  so,  the  $7.80  a  share  he  es 
mates   for    1985    earnings    drops 
$6.30.  The  stock  is  now  at  62,  near  i 
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2-month  high.  Besides  posting  good 
:arnings  gains  over   1983's  $6.39  a 
hare,  Standard  has  been  buying  back 
10  million  of  its  estimated  292  mil- 
lion common  outstanding.  Leuffer  es- 
imates  this  has  accounted  for  25%  to 
■0%  of  the  trading  volume  since  June, 
rouble    is,    Leuffer    says    that    by 
hrinking  its   market   capitalization 
he  company  is  increasing  oil  and  gas 
'reduction  per  share.  That  will  make 
t  even  more  vulnerable  to  a  drop  in 
rude   prices.    In    that    case    Amoco 
.[/ould  be  paying  a  high  amount  of  its 
ash  flow  in  dividends,  he  thinks,  es- 
ecially  since  it  raised  the  dividend 
rom  $3  to  $3.30  a  share  in  January, 
leuffer  figures   the  repurchase  pro- 
gram will  be  completed  this  month, 
i  funoco  has  no  present  plans  to  extend 
K.   But  the   market   thinks   it   will. 
I  euffer  says  that  is  propping  up  the 
:ijtock.  In  January,  when  Amoco  brief - 
m  suspended  the  buyback,  the  stock 
I  ^11  four  points.  If  it  doesn't  renew  and 
Kl  prices  soften,  Leuffer  thinks  the 
utock  could  fall  to  48,  just  under  its 
I  j2-week  low. — Howard  Gold 
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A  Rohring  bull 

nalyst  Sally  Smith  of  Alex.  Brown 
&  Sons  sees  a  buying  opportunity 
i  Rohr  Industries,  Inc.,  the  $614  mil- 
Ion  (sales)  aerospace  supplier.  Rohr 
icently  called  in  about  $25  million  of 
e|%  convertible  subordinated  deben- 
ures  for  redemption.  As  the  common 
j  pesn't  pay  a  dividend,  some  deben- 
,  [ire  holders  who  wanted  a  yield  con- 
;  prted  out  and  then  sold  their  com- 
( |Lon.  Lately  this  has  held  the  8.7  mil- 
.  pn  shares  down  to  49.  Smith  says 
[  jiat's  a  steal.  She  expects  earnings  for 
.Be  fiscal  year  ending  July  will  be 
^■ound  $5.70  a  share,  up  16%.  It  has 
,  pen  straight  up  like  this  ever  since 
;  p80,  when  new  management  came 
,  jf  and  extricated  Rohr,  based  in  Chula 
p  ;ista,  Calif.,  from  its  diversification 
;ito  transportation  equipment.  Even 
fetter,  Smith  says  that  until  recently 
iiuch  of  this  improvement  came  from 
(iargin  growth,   not  higher  volume 
jone.  But  that  will  change  as  Rohr 
Applies  new  aerospace  programs  dur- 
>g  the  next  five  years, 
i  Another  thing  about  Rohr:  It  is  the 
i»le  source  of  whatever  parts  it  makes 
I  a  subcontractor,  so  there's  no  sec- 
jid-sourcing  competition  as  a  pro- 
jam  matures.  With  $130  million,  or 
15  a  share,  in  the  till,  Rohr  is  a  poten- 
al  takeover  target  as  well.  Smith, 
pwever,  likes  the  stock  even  with- 
;it  these  extras:  "I'm  happy  anytime  I 
j.n  get  this  kind  of  quality  for  9  times 
■'mings."— T.J. 
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The  Funds 


Many  mutual  funds  that  like  to  be  called 
"no-loads"  still  soak  you  for  a  sales  com- 
mission. How  do  they  get  away  with  it? 


Backdoor  loads 


By  Laura  R.  Walbert 


T|  he  brokers  at  Thomson 
McKinnon  Inc.,  an  employee- 
owned  firm  in  New  York  City, 
have  to  make  a  living,  too.  So  they 
have  come  up  with  a  way  to  do  the 
seemingly  impossible — earn  commis- 
sions on  "no-load"  mutual  funds. 

How?  The  Thomson  McKinnon  In- 
vestment Trust.  The  four  funds  in  the 
trust  are  often  ranked  alongside  the 
"no-loads"  because  the  investor  pays 

no  sales  charge  when  he  pur-     

chases  shares.  That's  the  bait     #. 
but  not  the  whole  story.  In 
the  first  ten  months  of  oper- 
ation, investors  in  the  trust 
paid  Thomson  nearly  0.9%  of 
their  assets,  for  "distribution" 
expenses,  this  being  the  euphe- 
mism for  sales  fees  taken  out  a 
little  at  a  time  rather  than  all  at  once. 

Here  is  how  it  works.  Thomson 
pays  its  brokers  about  2%  up  front  for 
selling  one  of  these  funds.  That  is  less 
than  their  4%  share  of  a  conventional 
8.5%  fund  load  but  still  a  lot  more 
than  they  would  get  for  selling  stock. 
The  company  then  recoups  its  costs 
by  tapping  fund  shareholders  for  an 
annual  distribution  fee  permitted  by  a 
so-called  12b-l  plan.  The  reference  is 
to  a  Securities  &.  Exchange  Commis- 
sion rule  that  permits  such  fees. 

What  if  the  investor,  waking  up  to 
these  distribution  fees,  wants  out?  He 
is  trapped.  If  a  shareholder  leaves  be- 
fore five  years  are  up,  he  pays  a  re- 
demption fee.  This  back-end  load,  ap- 
plied to  the  lesser  of  cost  or  market 
value,  is  5%  for  redemptions  made 
within  the  first  year  and  slides  down 
to  zero  after  five  years.  After  five 
years,  of  course,  Thomson  McKinnon 
has  recovered  most  of  its  costs  from 
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the  cornered  fund  holder. 

It  looks  like  a  nice  arrangement  for 
Thomson  McKinnon,  but  the  firm  is 
nonetheless  worried  about  having  to 
finance  brokers'  draws  now  and  wait 
until  later  for  distribution  fees.  There 
is  even  an  answer  to  that  dilemma 
from  Robert  Prindiville,  president  of 
Thomson  McKinnon  Asset  Manage- 
ment. "We  take  the  load  funds  from 
Oppenheimer  and  Putnam  and  others 


and  attempt  to  sell  two  dollars  of  their 
funds  for  every  dollar  of  our  own.  The 
revenue  helps  to  fund  sales  of  our 
funds,"  he  says. 

The  shift  to  "no-load"  loads  began 
in  1980,  when  the  SEC  ruled  that  fund 
marketers  could  use  fund  assets  to 
cover  distribution  costs.  The  12b-l 
plans  gave  no-load  funds  a  way  to 
finance  their  advertising  and  sales  lit- 
erature. But  marketers  of  load  funds 
looked  at  12b-l  as  a  boon  as  well. 
Most  of  IDS'  mutual  funds  pair  a  5% 
front-end  load  with  a  $6  per  account 
12b-l  fee.  E.F.  Hutton,  Dean  Witter, 
Keystone  Massachusetts,  Kemper  and 
Prudential-Bache  all  offer  funds  com- 


bining a  12b-l  fee  on  the  fund  with  a 
redemption  charge  to  shareholders 
who  leave  too  soon. 

At  the  end  of  1984,  of  the  1,262 
funds  (including  money  market 
funds)  surveyed  by  Lipper  Analytical 
Services,  377  had  12b- Is.  For  the  ma 
jority  of  investors,  back-end  loads  and 
small  distribution  fees  are  still  a  bet 
ter  deal  than  paying  8.5%  up  front 
simply  because  you  put  all  of  youi 
money  to  work.  (Of  course,  the  8.5% 
load  is  generally  scaled  down  for  pur- 
chases over  $10,000.)  But  why  pay 
any  load  if  you  can  help  it? 

As  always,  it  is  important  for  fund 
investors  to  read  the  prospectus.  Key- 
stone's Custodian  Funds  can  deduct 
some  12b-l  costs  from  gross  assets' 
Keystone's  rules  allow  it  to  take  up  tc 
1.25%  annually  for  distribution,  witt 
much  of  this  deducted  directly  frorr 
gross  assets.  That  way,  most  of  the  fee ! 
doesn't  show  up  in  the  expense  ratio 
and  it  doesn't  reduce  the  fund's  re 
ported  yield.  It  does,  however,  reduce 
total  return. 

Investors  beware.  Funds  cannot  bi 
compared  simply  on  the  basis  of  totai 
return.  Suppose  Fund  One  is  a  genui 
ine  no-load  fund  that  returns  11%  inn 
year  when  the  market  is  up  12%.  I 
underperformed  because  it  bough- 
less-risky  stocks.  Fund  Two  does  prer 
cisely  as  well  as  the  market,  with  i 

12%  return,  but  takes  out  1%  fol, 

stockbrokers,  leaving  only  11%  fo^ 
the  investor. 

Fund  One  and  Fund  Two  seer 
to  be  tied  for  performance,  bui 
they  are  really  very  differen|J 
When  the  bear  market  hits,  thlj 
defensively   invested   Fund   On 
will     probably     make     up     loi»|| 
ground.  But  Fund  Two  will  prol 
.    .   ably  lag  even  further  behin 

J5&       the  market  because  it  has  4 
chronic     1  %     deadweigl 
burden. 

The  buyer  has  to  protect  himself  i 
this  market.  Although  the  SEC  pre 
hibits  "loads"  of  more  than  8.5%,.. 
12b-l  fee  is  not  considered  a  load  ; 
far  as  the  8.5%  limit  is  concerne 
The  new  Lowry  Market  Timing  Fur 
has  an  8.5%  load  and  a  stiff  1%  anni 
al  management  fee.  The  fund,  in  adc 
tion,  collected  distribution  costs 
0.45%  in  the  first  fiscal  year  (ended 
September).  Someone  who  investi 
$10,000  at  the  original  offering  in  0 
tober  1983  had  $9,762  in  early  Man 
of  1985.  The  managers  are  going 
have  to  make  some  lucky  marke 
timing  calls  just  to  keep  the  investc 
whole.  ■ 
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Matchless 
insurance  services 
forserious 
competitors... 
freak B.Hall. 

Frank  B.  Hall,  the  high-perfor- 
mance corporate  protector 
helps  companies  like  yours 
the  world  over  play  to  win  in 
the  fiercely  competitive  busi- 
ness arena.  We'll  handle  your 
insurance  requirements  cost 
effectively.  And  offer  you  the 
most  advanced  risk  manage- 
ment programs  available  any- 
where. 

Serious  competitors  come 
to  Frank  B.  Hall  because  we're 
tough  and  thoroughly  profes- 
sional. We  protect  your  human 
and  financial  resources,  giving 
you  the  strength  to  succeed  in 
your  marketplace. 

Frank  B.  Hall.  For  all  forms 
of  business  protection.  Insur- 
ance placement.  Reinsurance. 
E  &  S  lines.  Employee  benefits 
consulting.  Claims  manage- 
ment. Environmental  risk  man- 
agement. And  special  21st 
century  products  for  virtually 
every  major  industry. 

The  pressure  is  on.  Compe- 
tition is  mounting.  But  there's 
an  insurance  services  compa- 
ny built  to  stick  with  you  while 
you  play  to  win.  Frank  B.  Hall, 
risk  management  services  for 
serious  competitors,  like  you. 
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The  best  time  to  buy  an  inflation  hedge 
may  be  when  inflation  looks  dead — an 
intriguing  thought  for  silver  bugs. 


The  hoard 
instinct 


By  William  Baldwin 


T|  he  goldbugs  have  all  but 
stilled  their  chirping,  and  silver 
is  bumping  along  near  its  lowest 
point  since  June  1982.  These  are  infla- 
tion hedges,  and  inflation,  if  not  dead, 
seems  comatose.  Contrarians  of  the 
world,  arise. 

Is  this  the  time  to  buy  metals  as  an 
inflation  hedge?  An  intriguing 
thought  for  someone  trying  to  outwit 
the  market.  The  gold  and  silver  bulls 
haven't  given  up.  Says  Jeffrey  Nichols 
of  American  Precious  Metals  Advi- 
sors in  White  Plains,  N.Y.:  "I'm  not 
sanguine  about  inflation  remaining 
low  and  the  dollar  high  forever." 

If  you  buy  that  thought,  which  met- 
al do  you  buy  as  a  hedge  against  the 
possible  resumption  of  faster  infla- 
tion? Most  people  would  say  gold,  but 
silver  might  be  a  more  sophisticated 
answer.  Silver  is  more  volatile  than 
gold.  Whereas  gold  has  dropped  67% 
from  its  alltime  high  ($875  an  ounce 


in  1980),  silver  has  declined  by  89% 
from  its  high  ($50  an  ounce).  Consid- 
ering silver's  greater  volatility,  the 
white  metal  would  probably  revive 
faster  than  gold  if  and  when  the  dollar 
falls.  At  $291  an  ounce,  gold  is  at  a 
historically  high  ratio  of  more  than 
50-to-l  to  $5.600-an-ounce  silver;  at 
the  height  of  the  last  bull  market  in 
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Silver  plays 

Silver  speculators 
assume  a  position 

can  play  the  market  on  a  variety  of  instruments.  We 
of  1,000  ounces,  or,  for  securities,  $5,000  to  $6,000. 

Investment  vehicle 

Purchase 
commission1 

Bid/ask 

spread               Yield2 

Tax 
treatment 

Bar  silver 

4.5%' 

0.5% 

poor 

Depositary  bullion4 

3.6 

0.5                   -0.6% 

very  good 

"Guaranteed  value"5  unit 

3.0 

NA                       — 

very  good 

Citibank  certificate 

3.0 

0.2                   -0.56 

very  good 

Hecla  Mining  shares 

1.4" 

1.6                      1.3 

good 

CBOT  future 

1.38 

0.5                     6.7" 

poor 

Sunshine  Mining  bond 

0.6" 

2.0                     8.8 

poor 

'Assuming  silver  trades  at  $5.60  per  ounce     Negative  figure  represents  annua]  si  wage  fee     'In- 
cludes fabrication  charge.     4Prudei  ti  il-Bache  storage  program,     \\locatta  unit,  retailed  by  Pru  Bache 
and  others     'First  year  fr«                      I  by  Charles  Schwab  &  Co.     8As  quoted  by  Pru-Bache     "As- 
sumes future  is  paid  in  full,  with  SO  16  ol  funds  earning  interest      \A  Not  available. 
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the  metals,  the  ratio  was  17-to-l.  If 
the  ratio  changes  even  slightly  in  sil- 
ver's favor,  it  will  outperform  gold. 

A  word  of  caution:  It  is  impossible 
to  make  a  strong  case  for  silver  on 
supply  and  demand  fundamentals. 
Nichols  estimates  Free  World  mine 
output  this  year  at  330  million  ounces 
or  so,  assuming  no  big  rise  in  silver 
prices.  Against  that  is  net  fabrica- 
tion— industrial  and  other  use,  minus 
scrapping,  recovery  from  film  and 
coin  melting — of  230  million  ounces. 
That  means  hoarders  will  have  to  ab- 
sorb 100  million  ounces. 

Equally  important  is  that  metals 
are  not  necessarily  a  good  inflation 
hedge  to  begin  with.  Unlike  real  es- 
tate or  stock  in  asset-rich  companies, 
they  are  a  sterile  asset.  They  pay  nei- 
ther interest  nor  dividends.  It  costs 
0.5%  a  year  in  insurance  and  storage 
just  to  hang  on  to  them. 

But  suppose,  in  spite  of  the  risks, 
you  want  to  put  a  small  portion  of 
your  portfolio  in  hoardable  goods. 
What's  the  best  way  to  buy  silver? 
There  is  a  wide  and  confusing  array  of 
different  strategies,  with  considerable 
variation  in  transaction  costs  and  tax 
treatment.  The  table  below  compares 
choices  for  an  investor  who  wants  to 
take  a  1,000-ounce,  or  $5,600,  posi- 
tion in  silver. 

First  choice:  Take  delivery  of  a 
1,000-troy-ounce  bar,  sold  by  brokers 
such  as  Prudential-Bache  as  well  as 
precious  metals  dealers.  But  there  are 
plenty  of  drawbacks,  beginning  with 
the  bar's  awkward  68-avoirdupois- 
pound  weight.  Fabrication  and  han- 
dling charges  come  on  top  of  commis- 
sions, and  resale  may  involve  a  steep 
assay  charge.  Local  sales  taxes  kill  the 
economics  for  residents  of  most 
states.  Typically,  a  seller  will  arrange 
for  delivery  in  a  state  that  doesn't  tax 
the  transaction,  such  as  Delaware  or 
Rhode  Island.  But  the  buyer  would,  in 
theory,  owe  a  "use"  tax  in  his  home 
state  if,  for  example,  he  lived  in  tax- 
happy  New  York.  (Enforcement,  of 
course,  is  another  matter.) 

An  alternative  is  to  buy  a  silver 
certificate  or  a  depositary  receipt.  The 
metal  stays  in  a  vault  in  a  no-tax  site 
like  Wilmington,  Del.  The  drawback: 
The  metal  has  to  be  sold  back  to  the 
firm  where  it  was  bought.  Citibank 
certificates  have  a  3%  buy  commis- 
sion and  a  bargain  1%  sell  commis- 
sion, and  the  bank  says  it  keeps  the 
bid/ask  spread  especially  narrow  by 
pooling  orders  and  shopping  among 
primary  silver  dealers  for  good  quotes. 

Commissions  are  lowest  on  futures 
contracts,  available  for  as  little  as 
1,000  ounces  on  the  Chicago  Board  of 
Trade.  An  investor  looking  for  a  pure, 


FORBES,  APRIL  8,  1985 


Guarantee:  You  can't  lose  money 


Buy  silver  today  at  the  spot 
price.  Sell  in  exactly  three 
years.  If  silver  goes  up,  you  make  a 
big  profit.  If  it  crashes,  you  get  your 
money  back. 

It  sounds  too  good  to  be  true,  but 
that  is  the  deal  New  Yoxk  City 
wholesaler  Mocatta  Metals  Corp. 
is  now  offering  with  its  "guaran- 
teed value  bullion  units,"  available 
also  on  gold.  Count  on  the  ingen- 
ious Dr.  Henry  Jarecki  and  his  new 
product  team  to  concoct  some- 
thing like  that,  farecki,  a  former 
Yale  psychiatrist  who  runs  private- 
ly held  Mocatta,  is  known  for  his 
innovative  option  features  that 
play  on  speculators'  psychology. 

In  return  for  insurance  against  a 
loss,  the  investor  agrees  to  let  Mo- 
catta keep  a  portion  of  the  poten- 
tial gain.  Mocatta  offers  to  bear  all 
the  loss  in  return  for  about  a  third 
of  the  potential  profit.  Sound  like  a 
good  deal  for  the  investor?  Read  on 
before  you  decide. 

The  terms  recently  on  one  basic 
version  of  the  deal,  when  silver 
was  trading  at  $5.60,  were  as  fol- 
lows. The  buyer  pays  the  spot  price 
for,  say,  1,000  ounces.  If  silver  is 
trading  in  March  1988  at  a  lower 
price,  he  gets  back  his  money, 
without  interest.   If  the  price  is 


Silver  (dollars  per  ounce) 
55 


SILVER 


'73 


higher,  he  gets  his  original  pur- 
chase price  for  380  ounces  and  col- 
lects the  full  appreciation  on  the 
other  620  ounces.  Commissions — 
$268  round-trip  at  Prudential- 
Bache,  for  instance — are  extra. 

In  effect,  Mocatta  is  granting  the 
investor  a  put  option,  exercisable 
at  $5.60,  on  the  whole  1,000 
ounces.  But  the  investor  is  giving 
Mocatta  a  call  on  380  ounces. 

A  naive  speculator  might  think 
the  investor  was  getting  the  better 
of  the  deal,  but  a  naive  speculator 
wouldn't  know  how  price  escala- 
tion is  built  into  the  metal  futures 
market.  The  subtle  catch  is  that  a 
$5.60  strike  price  is  not  at  the 
money,  though  today's  spot  price 
is  $5.60.  Based  on  today's  spot 
price,  March  1988  silver  ought  to 
be  trading  at  about  $7.60.  One  can- 
not say  exactly,  because  March 
1988  futures  aren't  traded,  but  that 


figure  can  be  extrapolated  from  fu- 
tures that  are  traded. 

Think  about  that.  It  means  the 
right  to  put  silver  back  to  Mocatta 
in  1988  at  $5.60  is  not  so  valuable 
as  it  seems.  A  $5.60  put  is  deeply 
out  of  the  money,  with  little 
chance  of  paying  off  for  the  buyer. 
Each  call  Mocatta  gets,  mean- 
while, is  deeply  in  the  money,  with 
about  $2  of  profit  built  in  at  the 
beginning.  This  doesn't  mean  the 
calls  are  certain  to  finish  in  the 
money,  only  that  they  are  leaving 
the  starting  gate  with  a  $2  lead. 

Does  this  mean  the  buyer  is  get- 
ting a  raw  deal?  It  is  hard  to  say. 
But  Jarecki  is  not  in  this  for  his 
health.  Some  idea  of  the  profit  Mo- 
catta builds  into  its  proprietary 
products  can  be  gained  from  the 
pricing  of  so-called  Mocatta  op- 
tions. These  are  similar  to  options 
traded  on  commodity  exchanges 
except  that,  among  other  things, 
they  go  out  further  and  only  Mo- 
catta makes  a  market  in  them.  Pru- 
Bache  recently  quoted  one  100- 
ounce  Mocatta  gold  option  at 
$2,195  bid,  $2,780  ask  (before  com- 
missions), a  breathtaking  27% 
markup.  In  all  likelihood,  Mocat- 
ta's  loss  insurance  does  not  come 
cheap. — W.B. 


unleveraged  inflation  hedge  would 
put  up  the  full  purchase  price  in  T 
bills  or  interest-bearing  cash. 

The  futures  price  has  an  interest 
factor  built  in.  If  silver  is  $6  today  and 
money  market  yields  are  10%,  the 
year-out  future  will  cost  roughly 
$6.60.  But  there  is  a  tax  penalty  to  this 
form  of  buying,  since  a  top-bracket 
buyer  will  net  only  5%  on  his  money. 
Moreover,  profits  on  the  future  itself 
are  taxed  at  a  maximum  32%  rate, 
rather  than  the  maximum  20%  rate 
for  a  bar  or  certificate  held  more  than 
six  months.  Finally,  unless  you  are 
willing  to  take  delivery,  the  futures 
position  has  to  be  rolled  over  every 
year  or  so.  The  futures  alternative  is 
not  for  the  long-term  holder. 

Options  on  silver  futures  are  avail- 
able on  the  Commodity  Exchange 
(Comex)  in  5,000-ounce  minimums. 
They  have  the  same  built-in  tax  pen- 
alty and  rollover  transaction  prob- 
lems as  the  futures  themselves.  Mo- 
catta Metals  Corp.  has  an  intriguing 
"guaranteed  value  bullion  unit," 
which  cannot  go  down  in  value,  but  it 
has  hidden  costs  (see  box,  above). 

Another  choice  is  shares  in  a  silver 


miner.  Hecla  Mining  Co.,  the  largest 
producer  from  U.S.  mines,  pays  a 
modest  dividend  but  is  losing  money 
at  current  silver  prices.  In  effect  the 
shareholder  is  buying  a  long-term  call 
on  silver.  Should  silver  go  to  $50  in 
1995,  Hecla  would  probably  be  mak- 
ing enough  for  some  fat  dividends. 

The  key  question  is  how  much  sil- 
ver in  the  ground  you  get  per  share. 
Hecla's  proved  and  probable  reserves 
come  to  a  modest  1.5  ounces  per 
share,  not  much  for  a  $15  stock.  But  a 
company  spokesman  explains  that  of- 
ficial reserves  can  be  reported  only 
after  an  expensive  exploration  and  de- 
velopment procedure.  "Our  Lucky 
Friday  mine  has  been  going  on  and  off 
for  50  years,  and  it's  never  had  more 
than  five  years'  reserves,"  he  says. 

Before  loading  up  on  Hecla  shares, 
however,  consider  these  sobering  pro- 
jections from  Value  Line.  It  assumes 
optimistically  that  silver  will  reach 
$  1 5  an  ounce  over  the  next  three  years 
or  so,  at  which  point  Hecla  would  be 
trading  at  17  to  30,  at  best  a  double. 
The  speculator  might  be  better  off  in 
the  metal. 

There's  another  way  to  get  a  long- 


term  call  on  silver:  Buy  an  8.5%  Sun- 
shine Mining  Co.  bond  due  in  1995. 
Each  $1,000  bond  is  convertible  into 
50  ounces  of  silver,  at  $20  an  ounce. 
As  a  straight  bond  with  that  kind  of 
coupon,  the  security  would  be  worth 
perhaps  $709,  but  the  bond  was  re- 
cently trading  at  $970.  That  means 
the  buyer  would  get  the  conversion 
feature  for  $261,  or  about  $5  an  ounce. 

One  last  option  is  a  mutual  fund.  In 
place  of  commodity  brokerage  com- 
missions, count  on  management  fees 
and  sales  loads  to  soak  away  a  chunk 
of  the  potential  profits. 

Jeffrey  Nichols'  American  Precious 
Metals  Advisors  is  planning  a  fund 
that  can  take  positions  in  four  differ- 
ent precious  metals,  as  well  as  mining 
company  shares.  He  argues  that  this 
will  offer  a  hedge  against  inflation 
without  the  buyer's  having  to  choose 
a  specific  metal. 

"Why  put  all  your  eggs  in  one  bas- 
ket?" Nichols  asks.  A  good  question 
that,  even  for  those  who  think  infla- 
tion is  now  relatively  under  control. 
An  egg  or  two  in  the  silver  or  metals 
basket  might  prove  to  be  worthwhile 
insurance.  ■ 
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Statistical  Spotlight 


Analysts'  earnings  predictions  are  wrong 
more  than  they  are  right.  But  a  wise  inves- 
tor still  keeps  an  eye  on  those  estimates. 

Outguessing  the 
guessers 


By  Steve  Kichen 
and  Michael  Ozanian 


Earnings  predictions  are  noto- 
riously unreliable.  As  late  as 
December,  the  experts  were, 
on  average,  overshooting  actual  1984 
earnings  results  by  close  to  10%.  But 
the  estimates  have  a  big  impact.  Look 
at  what  happens  to  a  stock  price  when 
an  analyst  at  a  big  brokerage  firm 
raises  or  lowers  his  forecast.  Even  if 
you  are  skeptical  about  the  analysts, 
you  have  to  take  them  seriously. 

The  scorekeeper  in  this  game  is 
Lynch,  Jones  &  Ryan.  This  New  York 
City  brokerage  firm  produces  the  es- 
teemed Institutional  Brokers  Esti- 
mate System  (IBES),  a  service  that 
tracks  more  than  2,000  analysts  sub- 


mitting earnings  projections  on  more 
than  3,000  firms. 

And  what  is  the  score?  In  keeping 
with  the  flagging  euphoria  about  the 


economy,  the  analysts  are  cutting 
forecasts  of  earnings.  For  every  com- 
pany with  an  upward  revision  in  esti- 
mated 1985  earnings,  there  are  two 
with  a  downward  revision.  Against 
this  backdrop,  though,  there  is  some 
good  news.  The  frequency  of  cuts  in 
estimates  is  decreasing;  not  long  ago 
the  down-to-up  ratio  was  3-to-l.  And 
the  analysts  are  now  saying  that  1985 
earnings  will  be  up  19%  on  average. 

The  following  tables  identify  com- 
panies with  the  greatest  predicted 
jumps  in  earnings  for  fiscal  1985  and 
companies  about  which  analysts  are 
having  serious  second  thoughts.  We 
included  only  firms  for  which  esti- 
mates and  reported  earnings  were  at 
least  50  cents  per  share  and  which  had 
1985  earnings  estimates  from  at  least 
three  analysts. 

The  first  table,  starting  below, 
shows  the  turnarounds.  These  are 
firms  whose  1985  earnings,  analysts 
expect,  will  be  at  least  twice  those  in 
1984.  McGraw-Edison  shows  a  pro- 
jected rise  of  more  than  600%.  Last 
year  this  manufacturer  of  electrical 
energy  equipment  earned  only  65 
cents  a  share,  but  that  was  after  writ- 
ing off  $57.5  million,  or  $3.47  a  share, 
in  discontinued  operations. 

Second-ranked  Walt  Disney  should 
recover  nearly  as  sharply.  Will  Disney 
earn  the  predicted  $4.23  in  1985? 
Don't  expect  to-the-penny  accuracy. 
Predictions  of  the  21  security  analysts 
who  submitted  estimates  range  from 
a  low  of  $3.75  to  a  high  of  $5.  The  last 
column  in  the  tables,  "confidence  fac- 
tor," describes  the  level  of  agreement 


Calling  the  turnarounds 

Security  analysts  think  that  1985  earnings  will  increase     while  seven  show  estimated  P/Es  of  14  or  higher.  But 
by  100%  or  more  for  the  40  firms  listed  in  this  table,     those  estimates  with  low  or  very  low  confidence  fac- 
Nine  issues  sell  at  less  than  8  times  1985  estimates,     tors  must  be  treated  with  caution. 

Company/business 

Recent                                        1985                    %                    1985 
price                  1984                    est                  change                  P/E 

confidence 
number              factor 

McGraw-Edison/electrical  equipment 

41l/4                  $0.65                 $4.59                    606%                 9.0 

12                  average 

Walt  Disney /entertainment 

74%                    0.61                   4.23                    593                   17.7 

21                         low 

Perini  Corp/building 

l7Vi                    0.60                   2.43                    305                   11.3 

3                         low 

Control  Data/computer  equipment 

35V4                    0.81                   3.24                    300                   10.8 

15                  average 

Paine  Webber  Group/securities  brokerage 

37%                    0.77                   2.83                    268                   13.3 

5                        low 

SRI/insurance 

0.59                   2.14                    263                     7.8 

7                        low 

First  Chicago/bank  holding 

'.19                   4.10                    245                     5.8 

24                 average 

Pioneer  Corp/natural  gas 

30                      0.64                  2.05                   220                  14.6 

14                        low 

AO  Smith/auto  parts 

1.10                   3.30                    200                    5.0 

3                        low 

Sow  i     Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan. 
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THE  AT&T  PC. 

THE  COMPUTER  WITH 

THE  FUTURE  BUILT  IN. 


a  a  a  a  a  a  a  a  a 
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Before  you  buy  a  personal  com- 
iter  for  your  business  you  should 
ik  yourself  two  essential  questions. 
le:  What  do  you  need  today?  Two: 

it  will  you  need  tomorrow? 
The  AT&T  PC  6300  is  the  answer 
j  both.  Today,  you'll  get  a  high  per- 
irmance  computer  that's  competi- 
tively priced.  A  computer  that  not 
only  runs  the  broadest  selection  of 
software  available,  but  has  the  power 
and  speed  to  make  the  most  of  it.  A 
computer  with  superb  graphics  in 
monochrome  or  color.  And  a  high  reso- 
*  ition  screen  that's  easy  on  the  eyes. 
For  tomorrow,  you'll  get  a  com- 
iter  with  the  future  built  in.  With  its 
•dular  architecture  and  seven  expan- 


That's  a  commitment  from  AT&T. 
And  the  AT&T  PC,  the  computer  with 
the  future  built  in. 

For  more  information,  call  your 
AT&T  Account  Executive,  visit  an 
authorized  AT&T  dealer,  or  call 
1-800-247-1212. 

WHEN  YOU'VE  GOT  10  BE  RIGHT. 


sion  slots,  it's  ready  now  to  work  with 
future  technology,  and  meet  your 
future  needs.  From  additional  power 
to  multi-tasking  capabilities,  even  to 
features  yet  to  come,  it  can  be  easily 
enhanced  as  time  goes  by. 


AT&T 


Trouble  ahead 


Of  the  more  than  3,000  issues  in  the 
IBES  universe,  about  8%  are  expected  by 
security  analysts  to  report  lower  earn- 
ings in  1985.  Profits  for  the  following 


firms — all  with  three  or  more  estimates 
and  with  both  actual  and  predicted  earn- 
ings of  at  least  50  cents  a  share — are 
expected  to  be  off  by  33%  or  more. 


Company/business 


Recent 
price 


1984 


-Earnings  per  share- 
1985 
est 


/o 

change 


Estimated 
1985 
P/E 


Caterpillar  Tractor/construction  machinery         3 1  Vi 


$4.47 


$1.13 


-75% 


27.9 


Sea  Galley  Stores/restaurants 


8'/4 


2.05 


0.59 


-71 


14.0 


Rouse/real  estate  development 


41 


2.54 


0.92 


-64 


44.6 


number 


-Estimates- 


20 


confidence 
factor 


very  low 


very  low 


Am  Natl  Ins/insurance 


34% 


8.42 


3.63 


-57 


9.5 


very  high 


Datapoint/computer  equipment 


20  '/i 


1.29 


0.56 


-57 


36.2 


very  low 


CPT/office  equipment 


7'/s 


1.05 


0.52 


-50 


13.7 


12 


very  low 


Commodore  Intl/computer  equipment 


12% 


4.66 


2.64 


-43 


4.8 


very  low 


Phila  Svg  Fund  Soc/savings  and  loans 


8'/2 


2.05 


1.17 


^3 


7.3 


very  low 


Amer  Income  Life/insurance 


13i/4 


2.48 


1.48 


-40 


9.0 


average 


Unifi/textiles 


9% 


1.05 


0.64 


-39 


15.4 


very  low 


Lone  Star  Inds/cement 


23% 


2.55 


1.60 


-37 


14.8 


very  low 


Whittaker/health  care  prods 


24% 


3.01 


1.90 


-37 


13.1 


very  low 


Cordis/health  care  equipment 


1.44 


0.91 


-37 


low 


independent  Ins  Group/insurance 


34'/2 


7.03 


4.56 


-35 


7.6 


very  high 


Colonial  Life/insurance 


32 


5.20 


3.39 


-35 


9.4 


high 


Robinson  Nugent/precision  instruments 


13V2 


0.90 


0.60 


-33 


22.5 


very  low 


Source:  Institutional  Brokers  Estimate  System  (IBES),  a  senice  of  Lynch,  Jones  &  Ryan. 


On  the  mend 

The  17  companies  below  show  profit  forecasts  up  20% 
or  more  from  projections  made  six  months  ago.  But 
the  encouraging  numbers  do  not  guarantee  that  share 

prices  will  follow.  And  be  warned  that 
these  shares  probably  have  already  risen 
the  higher  estimates. 

some  of 
to  reflect 

Company /business 

Recent 
price 

1984 
EPS 

recent 
estimate 



6  mos 
ago 

% 
change 

number 

confidence 
factor 

Continental  Airlines/airline 

91/s 

$1.04 

$2.28 

$0.70 

226% 

6 

very  low 

Tonka/toys 

573/4 

2.34 

4.95 

2.55 

94 

3 

low 

Hasbro  Bradley/toys 

30 

2.58 

2.72 

1.80 

51 

6 

low 

Par  Pharmaceutical/ethical  drugs 

19% 

0.70 

0.92 

0.62 

48 

3 

average 

Multibank  Financial/bank  holding 

22'/2 

2.82 

3.06 

2.11 

45 

4 

average 

Claires  Stores/ specialty  retail 

19 

0.61 

0.93 

0.65 

43 

4 

low 

Texas  Air/airline 

ll'/s 

1.24 

2.34 

1.66 

41 

8 

low 

Crump  C -»s/insurance 

26% 

1.19 

1.47 

1.05 

40 

5 

low 

Centran/hank  holding 

35 

6.03 

4.98 

3.92 

27 

6 

low 

First  Boston/securities  brokerage 

65  Vi 

6.22 

7.71 

6.10 

26 

3 

average 

Peoples  Energy /gas  utility 

17V4 

2.07 

2.26 

1.81 

25 

7 

average 

9% 

2.05 

2.23 

1.80 

24 

12 

low 

CB&.T  Bancshares/hank  hol< 

31 

1.65 

1.92 

1.55 

24 

3 

high 

Amsted  tads/railroad  equip 

18 

2.23 

3.71 

3.05 

22 

6 

low 

Rollins  Environmental  Svcs/ind  waste  disp^ 

0.64 

0.91 

0.75 

21 

7 

low 

Rohr  Inds/aerospsce 

:       ?. 

6.29 

5.21 

21 

8 

average 

Flexi-Van/contaiae>  ;t     i nj 

L20 

2.77 

2.31 

20 

4 

low 

'tistitutional  Brokers  Estimate  System  (IBES),  a  service  of  lynch,  Jones  &  Ryan. 
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Look  into  Stone  Container 


'■.'■..■   ':  ;V ,:■■;::"■  '.   :.;  M      A      .    ■  .       : 


CaatinuitYQf  supply  Our  people  have  the 
commitment.  Our  customers  have  the  proof. 

Containerboard  and  kraft  paper  are  being  produced  at  near-maximum 
capacity.  Demand  is  increasing  daily  and  no  significant  new  capacity 
is  planned.  Therefore,  continuity  of  supply  will  be  critical  through  1986. 

Stone,  with  the  world's  largest  capacity  in  these  products,  can  provide 
that  continuity  of  supply.  In  fact,  with  6  primary  mills  and  42  converting 
plants  nationwide,  producing  containerboard,  kraft  paper,  corrugated 
containers,  paper  bags  and  sacks,  and  flexible  plastic  packaging,  we 
are  the  world's  largest  corporation  devoted  exclusively  to  industrial 
packaging. 

Throughout  our  organization  our  dedicated  employees  bring  form  and 
function  to  our  company  philosophy  of:  Innovation,  Quality  and  Servia 

Three  little  words,  one  big  commitment.  Our  people  have  it,  our  cus- 
tomers get  it. 
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In&OTOtion*  Quolit 


»&mc® 


Statistical  Spotlight 


posed  to  earn  $2.96  a  share,  lost  nearly 
$5.  We're  telling  you  all  this  so  you 
will  not  take  estimates  too  literally. 

And  a  schedule  of  companies  with 
projected  earnings  gains  cannot  be 
taken  as  a  buy  list.  Consider  what 
happened  to  stocks  on  last  year's 
survey.  Companies  whose  1984  earn- 
ings were  supposed  to  show  the 
sharpest  rise  over  1983  were  up  8% 
on  average.  But  the  companies 
whose  1984  earnings  were  supposed 
to  show  the  sharpest  decline  from 


1983  gained  an  average  of  14%. 

The  moral  is  clear:  You  can't  make 
money  buying  or  selling  stocks  on  the 
basis  of  predicted  changes  in  earnings; 
those  changes  are  already  discounted 
in  the  stock  price.  So  how  can  you 
come  out  ahead?  By  betting  against 
the  consensus  and  being  right.  The 
analysts  predict  $5  a  share  for  the 
company,  but  you  think  the  new 
product  line  will  be  a  bomb.  If  earn- 
ings come  in  at  $2.50,  chances  are  the 
stock  will  drop  on  the  news.  ■ 


On  the  decline 

Six  months  ago  Wall  Street  analysts  had  higher  earn- 
ings forecasts  for  these  32  firms.  Since  then  they 
have  cut  their  estimates  by  40%  or  more.  Note  the 

low  confidence  factors  for  many  of  these  issues.  But 
investors  willing  to  place  their  bets  behind  the  more 
optimistic  analysts  could  be  rewarded. 

Company /business 

Recent 
price 

1984 
EPS 

recent 
estimate 

1985  estimal 

6  mos                    % 
ago                 change 

number 

confidence 
factor 

Datapoint/computer  equipment 

20% 

$1.29 

$0.56 

$1.93                     -71% 

11 

very  low 

Transco  Exploration  Partners/oil  &  gas  explor 

23% 

0.86 

1.13 

3.12                     -64 

6 

very  low 

SW  Forest  Inds/paper  and  forest  prods 

15  Vi 

0.83 

1.03 

2.73                     -62 

3 

very  low 

CPT/office  equipment 

7'/8 

1.05 

0.52 

1.33                   -61 

12 

very  low 

Sage  Energy/oil  and  gas  explor,  dev  and  drilling 

85/s 

1.00 

0.87 

2.02                    -57 

4 

very  low 

Lukens/steel 

14'/: 

0.91 

1.28 

2.97                    -57 

3 

very  low 

Fischbach/electrical  equipment 

39  Vi 

1.83 

2.10 

4.86                    -57 

5 

very  low 

Commodore  Intl/computer  equipment 

12  3/4 

4.66 

2.64 

5.85                     -55 

11 

very  low 

Robinson  Nugent/precision  instruments 

13'/: 

0.90 

0.60 

1.29                    -53 

6 

very  low 

Deere  &  Co/agricultural  equipment 

31'/> 

1.43 

1.42 

3.02                    -53 

25 

very  low 

Sparton/electrical  equipment 

15'/, 

1.13 

0.88 

1.87                    -53 

3 

very  low 

Intel/semiconductors 

25'/: 

1.70 

1.25 

2.59                    -52 

33 

very  low 

GenRad/electronics 

17>/8 

0.68 

1.30 

2.59                    -50 

18 

low 

Zapata/oilfield  services 

14 

1.28 

1.01 

1.99                    -49 

21 

very  low 

Consumers  Power/electric  utility 

6% 

1.66 

1.25 

2.43                     -49 

14 

very  low 

Commercial  Metals/metal  fabricating 

1778 

1.50 

1.70 

3.19                    -46 

4 

low 

Unifi/textiles 

9% 

1.05 

0.64 

1.19                    -46 

4 

very  low 

Cordis/health  care  equipment 

8 

1.44 

0.91 

1.69                    -46 

7 

low 

Pioneer  Electronics/consumer  electronics 

22  V8 

0.51 

0.57 

1 .05                     -46 

3 

low 

National  Intergroup/steel 

30V5 

1.47 

3.52 

6.47                    -46 

10 

very  low 

Stone  Container/paper  packaging  prods 

2  7 1/2 

2.39 

3.39 

6.20                    -45 

12 

low 

Kollmorgen/electronics,  elec  equip 

19% 

1.08 

1.28 

2.34                    -45 

6 

average 

Optical  Coating  Lab/special  optical  coatings 

17% 

1.16 

1.21 

2.21                     -45 

6 

low 

Alcan  Aluminium/aluminum 

26% 

2.21 

3.19 

5.79                    -45 

24 

very  low 

Triad  Sys/<  omputer  equipment 

105/8 

0.66 

0.68 

1.23                    -45 

5 

very  low 

Lone  star  Inds/cement 

235/s 

2.55 

1.60 

2.86                    -44 

7 

very  low 

Shakles/food  processing 

15  W 

1.00 

1.32 

2.35                    -44 

3 

average 

lrlington  lads/  textiles 

27 

2.18 

2.32 

4.11                     -44 

11 

low 

K'jrnestake  Mining/gold,  lead  anu  .  nc  mining 

22% 

0.59 

0.94 

1.64                    -43 

14 

very  low 

Siltec/electn 

7% 

0.78 

0.80 

1.39                    -42 

3 

average 

Arrow  Electronics/electronics 

l6Vs 

2.00 

2.09 

3.59                    -42 

4 

very  low 

Chicago  &  NW  Transport/railroad 

1.29 

2.28 

3.83                    -40 

11 

very  low 

Source  Institutional  Brok 

*rs  Estimate  System  IIBES),  a  senice  of  Lynch,  Jones  &  Ryan. 
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They  meet  in  < 

They  cross  the  world  in  hours  rather  than  days. 

Their  village  is  global,  and  so  is  their  marketplace.  They 
are  today's  international  executives.  \ 

And  it  takes  more  than  an  ordinary  business  magazine  to 
help  them  keep  pace  with  their  complex,  fast-changing  world. 

It  takes  Business  Week  International. 

Executives  worldwide  rely  on  it  for  the  informed  outiook 
as  well  as  the  latest  news. 

For  the  experienced  insight  as  well  as  the  verified  fact. 

That's  why  our  advertisers  know  that  Business  Week 
International  speaks  to  our  readers  in  a  special  voice. 

The  voice  of  authority. 

BusinessWeek; 

THE  VOICE  OF  AUTHORITY 


Our  lakeland  paradise  awaits  you 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  land  among  the  breathtaking 
"hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 


folks  who  have  made  Missouri  famous  for  its  hospitality. 
These  are  salt-of-the-earth  people  who  are  pleased  tc 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  Y, 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  oui 
homesites,  including  lake  front  and  lake  view,  will  be  e 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modes' 
payment  of  $60  per  month,  with  easy  credit  terms  avail- 
able. 

For  complete  information,  including  pictures,  maps  anc 
full  details  on  our  liberal  money-back  and  exchange  privi 
leges,  please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  o 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355 

*Prices  subject  to  change  without  notice. 

^rt  mm  m*  v»  mm  mm  mm*  mm  mm>  mm  mm  mm  mm  mm  mmi  mm  mm  mm  mm  mm  mm  mm 

Forbes  Lake  of  the  Omrks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name. 


Address.. 


City/State/Zip 
Telephone 


i : 


Obtain  the  Property  Report  required  by  Federal  law  and  rea     before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property 

Notanofreforsolictationir,ii»Ks:.i[tv..:>»teiUpnvem'isn.)iregtstered  l-^al  i  x-dlt  and  Housing  Opportunity     N|ACB100-118MO        NYA83-351        M)83LR801         11-84-106        MI-83-240        O1000362-A 
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Capital  Markets 


Freedom  from  registration  permits  a  lot 
of  wheeling  and  dealing  on  pricing  of 
government  bonds.  Let  the  buyer  beware. 

EXEMPT  FROM 
WHAT? 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


It's  enough  to  shake  your  faith  in 
deregulation.  The  more  I  run  into 
what  sharp  dealers  can  do  with  gov- 
ernment bonds,  the  more  I  am  start- 
ing to  believe  that  exemption  from 
securities  registration  can  be  a  li- 
cense to  steal. 

Don't  get  me  wrong.  Most  dealers 
in  Treasurys,  GNMAs  and  tax- 
exempts  are  not  playing  these 
games.  But  the  minority  who  do 
seem  to  gravitate  to  these  sectors  of 
the  fixed  income  markets  like  flies 
to  honey. 

Why?  Because  there  they  escape 
much  of  the  close  scrutiny  that  the 
Securities  &  Exchange  Commission 
and  self-regulatory  commissions 
such  as  the  National  Association  of 
Securities  Dealers  direct  at  corpo- 
rate bonds  and  stocks.  The  SEC  and 
the  NASD  both  insist  they  have  au- 
thority to  move  against  fraud  and 
excessive  markups  in  government 
securities.  They  are  currently  look- 
ing into  pricing  in  zero  coupons  spe- 
cifically. These  powers,  however, 
are  difficult  to  enforce. 

The  result  is  that  these  most  im- 
peccable securities — backed  by  the 
U.S.  government  or  by  state  and  lo- 
cal governments — are  often  the 
ones  in  which  you  can  get  rooked  on 
excessive  markups  or  fees. 

Indeed,  when  it  comes  to  what 
they  charge  you,  some  dealers  can 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


find  endless  ways  to  disguise  the 
truth.  There  can  be  one  price  for 
institutional  customers,  another  for 
retail  customers — and  a  third  for 
gullible  customers. 

A  good  example  is  the  Treasury 
zero,  the  favorite  for  IRAs  or  Keogh 
accounts.  It's  the  center  of  a  number 
of  lawsuits.  For  example,  Merrill 
Lynch  is  currently  being  sued  by  a 
group  of  Detroit  area  doctors  who 
allege  they  were  overcharged  by 
around  25%  for  Merrill's  TIGRs.  An 
economist  at  one  of  New  York's 
largest  banks  complained  to  me  re- 
cently that  when  he  purchased 
TIGRs  for  his  IRA,  he  received  se- 
curities worth  substantially  less 
than  the  $2,000  he  paid,  and  when 
he  asked  for  a  breakdown  of  com- 
missions, he  was  told  "there  is  no 
commission,  only  a  dealer  price." 

Technically,  that  is  accurate.  Un- 
like stocks,  where  the  broker's  com- 
mission is  tacked  on  top  of  a  speci- 
fied price,  bonds  are  priced  by  deal- 
ers who  are  acting  as  principals 
rather  than  agents  and  are  selling  a 
piece  of  off-the-shelf  merchandise. 
That  merchandise  may  have  cost 
more  or  less  than  today's  selling 
price  because  the  markets  may  have 
fallen  or  risen.  The  difference  be- 
tween cost  and  sales,  therefore,  is 
not  necessarily  the  equivalent  of 
commission.  You  just  can't  impute 
a  commission  from  a  bid-and-asked 
price  structure.  That  provides  a 
darned  good  way  to  camouflage  ex- 
cessive charges. 

As  pointed  out  previously 
(Forbes,  Mar.  11),  zero-coupon  se- 
curities, because  of  their  popularity, 
are  particularly  vulnerable  to  pric- 
ing abuse.  It's  almost  impossible  to 
find  a  list  of  dealers'  prices,  for  ex- 
ample. Even  in  the  murky  market 
for  tax-frees,  the  dealer  community 
is  served  by  The  Blue  List,  a  daily 
publication  showing  just  about  ev- 


ery issue,  new  or  outstanding,  being 
offered  for  sale  in  the  primary  mar- 
ket. This  provides  some  benchmark 
for  comparing  prices.  But  there  is  no 
similar  publication  that  tells  the 
terms  Merrill  set  the  previous  day 
on  TIGRs  or  Pru-Bache  on  CATS. 

So  whether  it's  a  proprietary  zero- 
coupon  product  such  as  TIGRs, 
CATS,  TRs  or  the  Treasury's  own 
STRIPS,  question  the  dealer  closely 
about  terms.  Keep  in  mind  that 
TIGRs  are  virtually  an  exclusive 
Merrill  Lynch  product,  where  pric- 
ing can  be  kept  under  closer  wraps, 
whereas  Salomon's  CATS  and  First 
Boston's  TRs  are  handled  by  large 
syndicates  of  dealers  who  do  com- 
pete to  some  extent. 

No  surprise,  then,  that  historical- 
ly yields  on  TIGRs  have  been  some- 
what lower — although  recently 
Merrill  has  adopted  new  pricing 
policies  that  bring  the  retail  cus- 
tomers closer  to  the  deal  the  institu- 
tions are  getting.  Thus,  in  mid- 
March,  Aug.  15,  2008  TIGRs  were 
quoted  12%  bid,  11.9%  asked  in 
institutional-size  transactions,  say 
$500,000,  while  for  a  retail  custom- 
er the  asked  yield  was  11.7%. 

However,  anyone  who  wanted  to 
extend  a  year  longer  that  same  day 
would  not  have  received  a  yield  of 
11.7%.  The  Aug.  15,  2009  TIGRs, 
which  were  scarce  that  day,  were 
offered  to  yield  a  retail  buyer  only 
11.45% — or  25  basis  points  less. 
Pricing  differs  between  TIGRs, 
CATS,  TRs,  STRIPS  or  any  other 
variety  when  the  same  maturity  is 
quoted.  The  only  way  to  find  out  is 
to  ask. 

Similarly,  there  is  no  firm  pricing 
on  mortgage-backed  securities  even 
when  they  have  the  full  faith  and 
credit  backing  of  the  U.S.  This  is 
because  each  has  its  own  character- 
istic rate  of  repayment  and  mort- 
gage-delinquency history.  An  inves- 
tor should  deal  with  an  account  ex- 
ecutive who  can  find  out  what  these 
are.  What  is  the  location  of  the 
mortgaged  properties,  when  were 
the  mortgages  arranged,  how  fast 
are  they  being  repaid? 

Spend  some  time  investigating 
before  committing  hard-earned  big 
bucks.  Don't  assume  that  just  be- 
cause you  are  buying  a  first-class 
security  you're  not  going  to  get 
rooked  on  price.  Insist  on  all  infor- 
mation before  placing  an  order.  And 
shop  around.  ■ 
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The  Big  Portfolios 


Utility  stocks  seem  to  have  pooped  out 
recently.  But  that  doesn't  mean  their 
power  loss  is  permanent. 

A  GOOD  OFFENSE 
IS  A  GOOD  DEFENSE 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


Last  year  was  a  great  year  for  utility 
stocks.  And  why  not?  Interest  rates 
were  falling  and  the  stock  market 
was  blah  city.  This  year,  however, 
interest  rates  have  looked  sticky, 
the  market  has  had  a  good  runup 
and  utilities  have  seriously  under- 
performed  the  market.  But  this  set- 
back hasn't  put  off  the  utility  bulls. 

A  good  many  money  runners  are 
still  hyping  utilities,  betting  that 
interest  rates  will  go  down  again 
and  inflation  stay  down.  That's 
good  for  capital-intensive  indus- 
tries, sure;  but  it's  even  better  for 
regulated  industries.  During  high 
interest/high  inflation,  their  costs 
rise  faster  than  allowable  rate  in- 
creases (witness  the  hosing  utilities 
took  during  the  1970s).  In  disinfla- 
tionary times,  however,  regulatory 
lag  works  to  their  advantage:  Rate 
increases  stay  ahead  of  costs. 

But  enthusiasm  for  utility  stocks 
goes  deeper  than  the  bet  on  lower 
interest  rates.  Dan  Cashman  of 
Cashman,  Farrell  argues  that  utili- 
ties are  a  nifty  hedge  regardless  of 
rates  because  they  carry  high  yields 
and  low  betas.  "If  the  market  goes 
up  because  interest  rates  go  down," 
he  says,  "I  can't  see  a  group  of 
stocks  yielding  9%  to  14%  just 
standing  still.  If  the  market  goes 
down  because  interest  rates  go  up, 
then  utilities — being  less  volatile — 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine 


will  go  down  much  less  than  the 
market.  And,  if  the  market  goes  no- 
where, investors  will  still  get  those 
big  coupon  returns."  Thus,  accord- 
ing to  Cashman,  utilities  make  for 
both  good  defensive  and  offensive 
plays  now. 

Another  delicacy  tempting  mon- 
ey movers  is  the  outlook  for  lower 
expansion  costs.  With  plant  con- 
struction coming  to  an  end,  the  in- 
dustry's spending  needs  should  di- 
minish. The  good  news  here  is  that 
some  utilities  are  now  positive  gen- 
erators of  cash  rather  than  net  users. 

And,  finally,  some  money  movers 
are  hoping  that  tax  reform  will  whet 
investor  interest  for  high-yield 
stocks.  Even  without  dividend  in- 
creases, their  aftertax  yield  would 
rise  sharply  and  probably  entice 
some  investors  away  from  tax- 
exempt  bonds. 

Utility  bulls  are  buying  in  two 
areas.  Some  are  slurping  up  what 
they  call  "growth  utilities."  Take 
Florida  Progress,  which  is  looking 
for  ways  to  diversify.  (Indeed,  Flor- 
ida Progress  is  a  holding  company 
that  includes  subsidiaries  managing 
nonutihty  properties.)  This  is  exact- 
ly the  kind  of  stock  that  money 
runners  consider  a  handy  offensive 
play  in  an  up  market,  because  it  has 
both  yield  and  growth  going  for  it. 
Other  growth  companies  are  South- 
ern California  Edison  and  Consoli- 
dated Edison  in  New  York. 

But  here's  the  big  surprise:  Nukes 
are  no  longer  no-nos.  A  chief  reason 
for  the  change  of  opinion  is  that  the 
climate  for  nuclear  energy  looks 
more  favorable.  The  nuclear  protest 
movement  seems  to  have  petered 
out,  and  there  will  be  pressure  from 
areas  that  could  be  left  out  in  the 
cold — literally — if  existing  plants 
don't  get  clearance.  Thus,  the  possi- 
bility for  legislation  to  start  or  reac- 

vate  a  number  of  nuclear  facilities 


looks  surefire. 

John  Reese  of  Wood,  Struthers  & 
Winthrop  is  up  for  Commonwealth 
Edison  in  Illinois,  which  just  got 
operating  approval  for  its  Byron  1 
nuclear  unit.  He  says  that  Com- 
monwealth has  had  more  experi- 
ence in  constructing  nuclear  plants 
and  coming  in  on  time — without 
problems — than  any  other  utility. 
Currently,  it  throws  off  high  yields; 
moreover,  improving  earnings 
could  add  a  nice  price  boost. 

Some  money  runners  feel  that 
General  Public  Utilities,  owner  of 
the  Three  Mile  Island  reactors,  has 
been  way  undervalued.  GPU  will  go 
before  the  Nuclear  Regulatory 
Commission  in  the  next  few 
months,  and  the  betting  is  that 
Three  Mile  Island  1 — the  unit  that 
didn't  go  kaput — will  get  the  go- 
ahead  to  restart.  GPU  hasn't  been 
paying  dividends,  but  that  should 
change  when  the  plant  comes  on. 
Here,  too,  increased  earnings  should 
bump  the  stock  price  up  to  more 
normal  levels. 

Other  nuke  names  I've  heard  in- 
clude Northeast  Utilities  in  Con- 
necticut and  Massachusetts,  Niag- 
ara Mohawk  Power  in  upstate  New 
York,  Cleveland  Electric  and  Long 
Island  Lighting  (especially  the  Lilco 
preferred).  Both  Northeast  and  Mo- 
hawk have  nuclear  units  scheduled 
to  start  operations  in  1986. 

As  for  other  utilities,  lips  are  be- 
ing smacked  over  some  of  the  Bell 
operating  companies.  Many  of  them 
did  quite  okay  last  year,  and  the 
hope  is  that  they  will  outperform 
the  market  this  year. 

Thomas  Verage  of  Citibank  says 
that  after  AT&T  split  up,  a  lot  of 
investors  didn't  want  to  hold  seven 
pieces  of  paper.  Thus,  these  stocks 
were  underowned.  But  now,  with 
many  of  the  operating  companies 
coming  in  with  earnings  above  ex- 
pectations, and  fatter  dividends,  in- 
vestors are  increasing  their  weight- 
ings and  prices  should  rise.  Hot 
names  here  are  Bell  Atlantic,  Nynex 
and  Pacific  Telesis. 

The  net,  then,  is  that  managers 
feel  utilities  continue  to  have  a  lot 
going  for  them.  Traditionally,  they 
are  defensive  stocks— certainly — so 
a  market  sag  could  leave  them  look- 
ing good.  But  some  are  beginning  to 
show  signs  of  becoming  offensive 
plays  as  well.  Nice  combination. 
Tailor-made  for  uncertain  times.  ■ 
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At  the  New  York  Futures 
Exchange,  experienced  equities 
investors  have  found  a  new  way  to 
leverage  their  position  in  the  market. 

They  are  using  NYSE  Stock 
Index  Futures,  a  product  based 
on  all  the  more  than  1500 
common  stocks  listed  on  the 
New  York  Stock  Exchange. 

If  you  have  a  strong 
feeling  about 
where  the  Big 
Board  is 
headed  and 


can  handle  risk,  NYSE  Index 
Futures  represent  a  cost-efficient 
way  for  you  to  turn  your  opinions 
into  a  single  buy  or  sell  decision. 

A  relatively  small  amount  of 
capital  is  required  to  establish  a 
substantial  position  in  the  market, 
or  to  hedge  an  existing  one. 

NYSE  Index  Futures  are 
extremely  liquid,  so  you'll  never 
be  locked  into  a  position. 

Because  they  move  quickly 
and  are  so  highly  leveraged,  NYSE 
Index  Futures  represent  the 


potential  for  substantial  and  rapid 
gains.  For  those  same  reasons,  they 
also  represent  the  potential  for 
substantial  losses. 

Stock  index  futures  are  not 
right  for  everyone.  To  find  out  if 
NYSE  Stock  Index  Futures 
should  be  part  of  your  strategy, 
contact  your  broker.  For  more 
information, call  the  New  York 
Futures  Exchange  at  1-800-221- 
7722.  In  New  York,  212-623-4949. 
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Stock  Trends 


MONEY  &  INVESTMENTS 


The  stock  market  is  skittery  and  jittery, 
but  the  fundamentals  are  positive.  Call  it 
a  case  of  midlife  crisis. 

SPRING  BREAK 


By  Ann  C.  Brown 


There's  nothing  wrong  with  today's 
stock  market  that  a  week  on  the 
beach  at  Fort  Lauderdale  or  other 
fun-in-the-sun  spots  couldn't  cure. 
Let's  face  it.  This  market's  uptight. 
Afraid  of  the  revenuers  and  tax  re- 
formers making  threatening  noises 
in  Washington.  Scared  to  death  that 
business  is  too  good  and,  at  the 
same  time,  panicked  that  the  good 
won't  last.  Frightened  that  the  dol- 
lar is  too  strong,  but  terrified  that  it 
could  become  too  weak.  Fearful 
that  the  current  buoyant  consumer 
buying  spirit  will  evaporate. 
Alarmed  that  all  those  bullish  cor- 
porate capital  spending  plans  will 
be  stretched  out — or  worse,  rubbed 
out  entirely. 

Not  to  worry!  What  we're  wit- 
nessing is  a  midlife  crisis  in  an  aging 
economic  expansion.  There  are 
many  more  solid  GNP  growth 
months  ahead.  And  many  more  new 
stock  highs  to  be  hit  for  investors 
who  keep  their  portfolios  where  the 
action  is. 

Look  at  the  positives.  For  one, 
congressional  paralysis.  The  law- 
makers are  so  preoccupied  with  pro- 
tecting their  own  special  interest 
groups  from  budget  cuts  that  they 
haven't  time  to  originate  any  new 
and  costly  giveaway  programs.  And 
then  there's  inflation.  Much  lower 

Ann  C  Brown  is  chief  executive  officer  of  the 
equity  advisor)'  and  portfolio  management 
firm  of  AC  Brown  &  Associates. 


than  expected  in  spite  of  the  savage 
winter  that  singed  some  of  its  more 
sensitive  components.  Other  cheer- 
ful news:  The  leading  indicators  are 
up,  unemployment  has  resumed  its 
downward  trend,  and  interest  rates, 
while  higher  than  a  few  weeks  ago, 
are  noticeably  lower  than  a  few 
months  ago.  The  Federal  Reserve  is 
taking  a  long,  careful  look  these 
days  before  making  even  the  slight- 
est adjustment. 

Once  the  stock  market  sweats 
out  its  latest  case  of  the  jitters,  the 
way  should  be  clear  for  another 
round  of  new  highs  on  the  averages, 
with  1450  or  so  on  the  DJI  a  distinct 
possibility  before  year-end.  Helping 
to  propel  stocks  to  record  prices 
will  be  heavy  "second  chance" 
buying  by  those  institutions  and  in- 
dividuals that  missed  out  on  the 
sharp  late-January/early-February 
rise.  I  suspect  many  money  manag- 
ers are  still  underweighted  in  equi- 
ties and  are  adding  to  positions  on 
pullbacks  and  will  continue  to  do  so 
for  some  time. 

Also  around  to  supply  buying 
strength  are  the  shorts,  who  cur- 
rently account  for  over  a  couple  of 
hundred  million  shares  that  have 
been  sold  and  must  be  bought  back 
sooner  or  later.  And  don't  forget  the 
"hot  money" — particularly  from 
offshore — that  flits  from  foreign 
currencies  to  T  bills  to  money  funds 
to  stocks.  It  looks  as  if  U.S.  equities 
could  be  their  next  fast-buck  stop, 
especially  if  interest  rates  show 
signs  of  stabilizing,  stock  multiples 
start  to  rise  and  corporate  earnings 
estimates  undergo  widespread  up- 
ward revision  once  the  first-quarter 
results  are  in. 

One  stock  that  could  attract  spec- 
ulative buying  interest  is  Apple  Com- 
puter (21,.o-t-c),  which  I  have  been 
suggesting  be  purchased  below  $20 
per  share  and  sold  around  $30  for 


the  past  couple  of  years.  It  now  ap- 
pears that  Apple  Computer  has  an 
inventory  problem  it  hopes  to  ease 
by  closing  several  plants  for  brief 
periods.  This  suggests  that  the  lat- 
est fiscal  1985  (September)  earnings 
estimates  of  $2.10  per  share  may  be 
on  the  high  side.  However,  Apple's 
prompt  recognition  of  its  oversup- 
ply  situation  and  the  intention  of 
management  to  do  something  about 
it  show  the  kind  of  leadership  that 
could  assure  Apple  Computer  survi- 
vorship during  the  increasingly 
rough  shakeout  period  ahead  in 
minicomputers. 

Syntex  (56)  was  a  timely  recom- 
mend back  in  1981  at  $26  per  share. 
Today  the  company  seems  poised 
for  another  big  move  upward  as  in- 
vestors begin  to  bet  on  the  probable 
success  of  the  two  dozen  new  prod- 
ucts Syntex  has  in  R&D,  in  addition 
to  the  two  major  drugs  expected  to 
hit  non-U. S.  markets  in  1985-86. 
Recently,  Syntex  profits  have  been 
held  back  by  large  operating  losses 
at  the  SYVA  subsidiary  (diagnostic 
products  to  hospitals).  A  turn- 
around at  SYVA  is  expected  in  the 
fourth  fiscal  quarter  (ending  this 
July),  when  Syntex  is  estimated  to 
report  $4.55  to  $4.65  per  share  for 
fiscal  1985.  For  fiscal  1986,  earnings 
of  $5.25  per  share  look  possible. 

First  Interstate  Bancorp  (45)  weath- 
ered the  latest  market  pause  with 
minimal  loss — often  an  excellent 
indicator  of  a  stock  that  may  out- 
perform others  during  the  next  ral- 
ly. First  Interstate's  earnings  for 
1984  came  in  as  anticipated — $6.01 
per  share,  vs.  $5.76  in  troubled 
1983.  This  year  the  company  could 
earn  $6.75  or  more  per  share  be- 
cause of  loan  growth,  wider  margins 
and  general  bank  expansion.  At  the 
current  price,  First  Interstate  sells 
at  a  10%  discount  to  book  value  and 
also  at  a  discount  to  most  other 
regional  banks'  multiples.  The 
stock  could  sell  in  a  range  of  $55  to 
$63  before  1985  is  out. 

Update:  Zenith  (21)  shot  up  from 
$18  per  share  to  $25  in  a  matter  of 
days  earlier  this  year.  Continue  to 
buy  under  $20  for  a  less  dramatic 
but  potentially  more  enduring  gain. 

Tandy  (32)  was  a  good  buy  late  last 
year  in  the  low  20s.  But  now,  with 
the  company's  1985  estimated  EPS 
lowered  to  $2.50  and  trouble  in  PC 
land,  Tandy  looks  more  like  a  sell 
than  a  hold.  ■ 
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Only  two 
togo! 

In  1984,  only  two  magazines  among  the  138  measured  by  the  Publishers 
Information  Bureau  were  ahead  of  Forbes  in  advertising  pages. 

In  1974,  just  a  decade  ago,  Forbes  ranked  14th  among  these  magazines. 

In  1975,  Forbes  moved  up  to  11th,  ahead  of  Fortune. 

In  1977,  Forbes  moved  up  to  9th,  ahead  of  U.S.  News  &  World  Report. 

In  1980,  Forbes  moved  up  to  7th,  ahead  of  Sports  Illustrated. 

In  1982,  Forbes  moved  up  to  5th,  ahead  of  Newsweek  and  Time. 

In  1984,  Forbes  moved  up  to  3rd,  ahead  of  TV  Guide  and  The  New  Yorker. 
Now,  we're  number  three  —only  two  to  go! 


Magazines  Ranked  By  Ad  Pages 

1974 

1984 

1 .  The  New  Yorker 

1.  BusinessWeek 

2.  Business  Week 

2.  People 

3.  Newsweek 

3.  Forbes 

4.  Time 

4.  TV  Guide 

5.  Sports  Illustrated 

5.  The  New  Yorker 

6.  TV  Guide 

6.  Fortune 

7.  U.S.  News 

7.  Vogue 

8.  New  York 

8.  Sports  Illustrated 

9.  Yachting 

9.  Newsweek 

10.  Fortune 

10.  New  York 

11.  Glamour 

11.  Time 

12.  Cosmopolitan 

12.  Cosmopolitan 

13.  Sunset 

13.  Los  Angeles 

14.  Forbes 

14.  Glamour 

Why  do  you  suppose  biweekly 
Forbes  ran  more  pages  of  advertising 
last  year  than  the  weeklies,  The  New 
Yorker,  Sports  Illustrated,  Newsweek, 
Time,  or  U.S.  News? 

Why  do  you  suppose  Forbes  ran 
more  pages  of  advertising  than 
Fortune  in  each  and  every  one  of  the 
last  ten  years? 

You're  right... 

High-spirited  articles  that  deal  with  the  issues, 
people  and  companies  important  to  everyone  else 


in  the  business  arena.  Who's  doing  what  to  whom. 
It's  why  more  officers  in  big  business  read  and 
enjoy  Forbes  regularly  than  either  Business  Week 
or  Fortune.  A  fact  consistently  borne  out  by 
independent  research  studies  over  the  years. 

And  reflected  no  doubt  in  the  latest  Audit 
Bureau  of  Circulation  statements,  which  show 
that  Forbes'  U.S.  circulation  is  now  over  100,000 
above  Fortune's  and  about  equal  to  Business 
Week's  when  you  subtract  their  "Post  Expiration 
Copies  Included  in  Paid  Circulation:' 

If  you'd  like  your  numbers  to  improve  too,  put 
your  ads  in  Forbes,  the  magazine  whose  audience 
of  affluent  influentials  is  second  to  none. 


Forbes 

Capitalist  Tool 

*  Forbes  Magajcne-60  Fifth  Ave  N  Y  NY  1001 1 


Flexible 
means. 

Consistent 
ends. 


The  Strong  Total  Return  Fund 
seeks: 

•  a  positive  return  year  after 
year,  and 

•  a  substantial  real  return 
over  time. 

In  its  efforts  to  achieve  these 
goals,  the  Fund  utilizes  a  flexible 
combination  of  stocks,  bonds, 
and  money  market  securities. 
This  realistic  and  risk-controlled 
investment  approach  makes  the 
Strong  Total  Return  Fund  an 
ideal  vehicle  for  many  employee 
retirement  plans  and  individual 
investors. 

Does  consistency  pay?  Past 
performance  is  no  guarantee  of 
future  success,  but  the  Fund's 
record  over  the  most  recent  three- 
year  period  placed  it  in  the  top 
ten  of  more  than  500  mutual 
funds  as  rated  by  Lipper  Ana- 
lytical Services. 

For  more  information,  including  charges 
and  expenses,  send  for  a  FREE  prospectus 
Read  it  carefully  before  you  invest, 

STRONG  TOTAL  RETURN  FUND 

'  i  Strong/Corneliuson  Capital  Management,  Inc. 
815  East  Mason  Street,  Milwaukee,  Wl  53202 

1  800  368-3863 


1L  M8BELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
***  AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


VIEHRfl  79 

VIENNESE  CONTINENTAL  CUISINE 

..  i      a       t       t  .,  Rating b)  forties  & 

W    ^T  "^    A     dour  met  Magazine 

Lunch  *  Dinner  •  Cocktails  •  Closed  SunJj\ 
35  Kast  60th  St.  (Bet.  Park  &  Madison) 
Reservations  Suiis-ested  758-1051/734-1700 


For  20  million  people, 
it's  money  in  the  bank. 

Ask  for  it  wherever  you  have  a 
checking  or  savings  account. 


a  public  service  of  this  magazine 
i  ana  The  Advertising  Council  United  Stales  Treasury^ 


"A   Fine   Balance   of   Northern   and   Southern    Italian 
Specialties  .  .  .  Polished  and  Sophisticated." 


■  Private  Room  For  Parlies 

|^  65  East  54th  St.,  NYC  »  Tel  751-1555 
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The  Contrarian 


Here  are  some  good  reasons  you  shouh 
stay  clear  of  "flash"  economic  indicators. 

DANGEROUS  TO 

YOUR  INVESTMENT 

HEALTH 


I 


By  David  Dreman 


Important  releases  of  statistics  fre- 
quently trigger  major  stock  and 
bond  market  reactions,  particularly 
if  the  news  is  bad.  I  mean  such  re- 
leases as  the  Survey  of  Leading  Eco- 
nomic Indicators;  the  estimate  of 
the  most  recent  quarter's  growth  in 
GNP;  the  increase  or  decrease  in 
any  of  the  monetary  M's.  For  exam- 
ple, if  Ml  is  up  $4  billion  or 
$5  billion  more  than  the  experts 
expected,  or  if  the  leading  indicators 
are  below  the  prevailing  consensus, 
stock  prices  can  drop,  at  times 
sharply. 

Should  this  happen?  No.  Flash 
statistics  more  times  than  not  are 
near  worthless.  Initial  economic 
and  Fed  figures  are  revised  substan- 
tially for  weeks  and  even  months 
after  their  release,  as  new  and  more 
in-depth  information  flows  in. 
Thus,  a  major  increase  in  money 
supply  can  often  be  revised  sharply 
downward  and  can  sometimes  be- 
come a  decrease,  or  a  large  drop  in 
the  leading  indicators  can  change  to 
a  moderate  increase.  These  revi- 
sions occur  with  such  regularity 
you  would  think  that  investors,  par- 
ticularly pros,  would  treat  them 
with  the  skepticism  they  deserve. 
At  least,  this  is  how  the  professors 
tell  us  rational  investors  behave. 

i  Dreman  is  managing  director  of 
Dremcu  6  /  mbry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investmeni  Strategy. 


Alas,  the  real  world  refuses  to  fol 
low  the  textbooks.  Experience  not 
withstanding,  investors  treat  as  gos 
pel  all  authoritative-sounding  new 
releases  that  seem  to  pinpoint  ma 
jor  trends.  However,  smart  inves 
tors  can  turn  this  knee-jerk  stupid- 
ity to  their  own  advantage. 

An  example  of  how  instant  news 
threw  investors  into  a  tailspin  oc- 
curred in  the  final  weeks  of  1984. 
Preliminary  statistics  indicated  the 
economy  was  beginning  to  lose 
steam  rapidly.  The  flash  figures 
showed  GNP  would  rise  at  only  a 
1.5%  rate,  at  best,  in  the  fourth 
quarter,  with  worse  than  that  ex- 
pected through  1985. 

Many  people,  convinced  by  these 
statistics  that  a  recession  was  im- 
minent, bailed  out  of  the  market  in 
the  latter  part  of  December.  Since 
then,  the  GNP  figures  have  been 
revised  substantially  upward  (unof- 
ficially a  minimum  of  a  dozen  times 
and  officially  at  least  twice).  The 
most  recent  Commerce  Depart- 
ment release  showed  a  healthy 
3.5%  gain  in  real  terms  for  GNP  in 
the  fourth  quarter,  about  triple  the 
initial  flash  announcement.  The 
market  rocketed  ahead  to  new  highs 
in  January  and  February,  but  a  lot  of 
investors  had  retreated  to  the  side- 
lines on  the  preliminary  bad  news. 

Just  as  silly  is  the  overreaction  to 
every  utterance  by  a  Volcker  or  oth- 
er senior  government  or  Fed  official, 
no  matter  how  offhanded.  Like  an- 
cient priests  examining  chicken  en- 
trails to  foretell  events,  many  pros 
scrutinize  every  remark  and  act 
upon  it  immediately,  even  though 
they  are  not  sure  what  it  is  they  are 
acting  on. 

Then  there  are  the  gurus.  Take 
Henry  Kaufman.  Any  strong  state- 
ment Henry  makes,  whether  bull- 
ish or  bearish — and  Henry's  state- 
ments are  always  strong — is  worth 
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10  points  to  15  points  on  the  Dow  at 
a  minimum,  even  though  one  well- 
regarded  financial  observer  has  not- 
ed Henry  misses  the  mark  about 
70%  of  the  time. 

Okay,  so  how  can  you  benefit 
from  this  long-standing  market 
flakiness?  Just  remember  the 
words  of  a  world  champion  chess 
player  when  asked  how  to  avoid 
making  a  bad  move.  His  answer: 
"Sit  on  your  hands." 

While  you  are  sitting  on  your 
hands,  more  excitable  investors 
may  dump  stocks  that  do  not  de- 
serve to  be  dumped.  Here  are  several 
stocks  that  provide  good  value  to- 
day, better  value  if  some  major  pre- 
liminary statistics  come  up  nega- 
tive in  the  near  future. 

Du  Pont  (52),  one  of  the  leading 
chemical  manufacturers,  should 
show  higher  earnings  again  in  1985, 
with  an  improving  economy.  The 
stock  trades  at  a  price/earnings 
multiple  of  9  and  yields  5.7%. 

Take  two  companies,  one  whose 
dividend  and  earnings  have  in- 
creased eightfold  in  the  past  ten 
years  and  book  value  4Vi  times;  the 
other  company's  dividend,  earnings 
and  book  value  have  increased  4%, 
220%  and  66%,  respectively.  Which 
is  more  attractive?  The  first  com- 
pany is  Standard  of  Ohio  (44).  The 
second  is  RCA  (39).  Standard  of  Ohio 
trades  at  a  P/E  of  7  and  yields  6.2% . 
RCA  at  a  P/E  of  12  yields  2.6%.  To  a 
believer  in  value,  SOH  is  cheap  at 
this  juncture. 

Texas  Instruments  (107),  down 
from  a  high  of  170  in  1983,  is  again 
out  of  favor,  as  it  has  been  after 
every  high-tech  bust.  Cost-cutting 
and  a  pickup  in  semiconductor  de- 
mand should  provide  profit  gains  in 
the  second  half.  The  stock  trades  at 
a  P/E  of  8  and  yields  2%. 

Travelers  (42)  should  show  signif- 
icantly higher  earnings  with  the  im- 
provement in  the  property/casualty 
cycle.  It  has  a  price/earnings  ratio  of 
10  and  yields  4.8%. 

Sure,  the  academic  experts  con- 
tinue to  declare  that  markets  are 
totally  rational  and  thus  almost  im- 
possible to  beat.  Let  them  say  it  and 
let  Business  Week  trumpet  their 
messsage.  Meanwhile,  the  smart  in- 
vestor will  know  that  there  will  fre- 
quently be  irrational  reactions  to 
unreliable  information.  Smart  in- 
vestors will  know  how  to  profit 
from  the  irrationality.    ■ 


£  "^l  "%  "%        You  might  as  well,  if  you  don't 

■    *Y|f\    ^1  iH^^^lfl  nave   an    ^dividual   Retire- 

VJVr  CIA  IVCIll  •  ment  Account  for"  1984.  The 
■w  ^  0  good  news  is  that  there's  still  time  to  open  an  IRA  with 

■^  ^  ^J^J  Twentieth  Century  Investors.  All  it  takes  is  this  cou- 
M^^.M^%^%     pon  or  a  quick  phone  call,  and  an  IRA  packet  will  be 

j^  ^^      ^^    >^  ^.^      on  its  way  to  you.  Twentieth  Century 

^P      j     4     ■  4     ■  A     ■      offers  you  a  family  of  six  different 

/^  ^^JL  /  \7  %J       mutual  funds  and  an  impressive  rec- 

<r  J  ordof  long- term  performance.  Get  in 

-_-^   ^^  Jm  [— _  —^^  touch  with  Twentieth  Century 

Oflflf^   TTvC^    todav' and say hell° to a $2'000 

O        ^r**'  *^J  ^* •       tax  deduction. 

Want  to  know  more?  For  complete  information,  write  or  call  for  our  free  IRA 
Information  Kit.  In  it  you'll  find  a  prospectus  for  the  six  funds  in  Twentieth 
Century's  IRA  program.  Please  read  the  prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  free  prospectus  to: 

Name 


Address- 


City. 


State- 


-Zip_ 


FBS850408 


P.O.  Box  200,  Kansas  City,  Missouri  64141  •  (816)  531-5575 


THIS  SPACE  CONTRIBUTED  AS  A  PUBLIC  SERVICE 


To  understand  much  of  what  we're  doing  with 
respect  to  cancer  research,  you'd  need  a  graduate 
degree  in  microbiology  or  biochemistry. 

But  to  understand  how  well  our  educational 
programs  and  service  resources  help  both  patients 
and  their  families,  simply  talk  to  one  out  of 
every  100  Americans  who  are  part  of  our  volunteer 
program.  Or  talk  to  one  of  the  3  million  who've 
survived  cancer. 

The  battle  isn't  over  but 


we  are  winning. 

Please  support  the  American 
Cancer  Society. 


AMERICAN 
CANCER 
SOCIETY* 
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Information  may  travel  between  ma- 
chines at  the  speed  of  light,  but  between 
people  it  usually  goes  at  a  snail's  pace. 

JOB-HOPPING 


MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


The  U.S.  has  the  communications 
technology  necessary  to  send  mes- 
sages around  the  globe  and  into 
space.  Yet  American  business  firms 
have  trouble  sending  important 
messages  three  feet  across  a  desk 
within  their  own  offices. 

What  hampers  the  communica- 
tion is  fear.  Of  what?  The  loss  of 
trade  secrets.  The  fear  is  a  valid  one, 
and  not  just  because  of  industrial 
espionage.  A  bigger  problem  is  the 
leakage  of  confidential  information 
through  employees  who  jump  to 
other  firms.  The  number  of  law 
suits  filed  in  this  connection  has 
climbed  alarmingly. 

As  a  result,  an  increasing  number 
of  top  executives  are  becoming 
more  closemouthed,  no  longer  read- 
ily dispensing  the  business  wisdom 
they  personally  have  accumulated 
over  the  years.  They  are  more  reluc- 
tant now  to  disclose  the  "tricks  of 
the  trade"  that  have  kept  their  com- 
panies growing  and  profitable.  They 
state  their  case  bluntly:  "The  inside 
information  I  give  to  middle  manag- 
ers, they  will  soon  be  using  to  feath- 
er their  own  nests  elsewhere." 

Many  anxieties  that  people  expe- 
rience on  the  job  are  baseless.  This 
one  isn't.  It  is  difficult  to  convince 


Dr.  Srully  Blotnick  is  a  research  usycbologist 
and  author  of  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  and, 
recently  published  by  McGraw-Hill,  Com- 
puters Made  ( Ridiculously)  Eas) 


corporate  officers  not  to  worry 
about  the  issue  when  each  has  at 
least  one  tale  to  tell  in  which  a 
valued  subordinate — someone  for 
whom  the  company  had  high 
hopes — suddenly  quit  to  join  a  com- 
petitor. These  episodes  leave  more 
of  a  scar  on  senior  managers  than 
has  previously  been  recognized. 

The  executives  may  quickly 
adopt  a  placid  facade  and  resort  to 
standard  phrases  such  as,  "No  one  is 
irreplaceable,"  and,  "This  is  a 
choice  position,  one  that  won't  be 
vacant  for  long."  A  few  hours  or 
days  later,  however,  the  executives 
in  question  typically  sing  a  different 
song  in  private:  "How  could  I  have 
been  so  stupid?  It  was  a  mistake  to 
let  [the  person  who  left)  find  out  so 
much  about  how  to  run  an  oper- 
ation of  this  kind  successfully." 

These  managers  had  been  trying 
hard  to  act  in  the  best  interests  of 
their  companies  by  taking  younger 
people  under  their  wings  and  assist- 
ing in  the  development  of  those  per- 
sons' professional  skills.  The  ap- 
proach didn't  work.  In  fact,  as  far  as 
they  can  see,  they  have  ended  up 
doing  their  firms  more  harm  than 
good.  Small  wonder  that  the  major- 
ity arrive  at  a  conclusion  they  con- 
sider inescapable:  "It  is  time  to  start 
playing  my  cards  closer  to  my  vest, 
trusting  few — if  any — of  the  talent- 
ed junior  members  of  this  firm. 
They're  going  to  leave  anyway." 

The  process  I  have  been  describ- 
ing has  become  self-fulfilling 
throughout  the  country.  Key  em- 
ployees who  are  treated  as  potential 
defectors  eventually  defect.  They 
sense  that  they  are  on  "permanent 
probation,"  watched  suspiciously 
instead  of  being  urged  repeatedly  to 
expand  their  abilities  so  that  they 
and  the  firms  may  prosper. 

The  fact  is,  we  are  a  nation  of 
nomads,  owing  total  allegiance  to 


no  company,  no  place,  no  occupa- 
tion. Flux  is  superimposed  on  flux. 
The  changing  nature  of  the  U.S. 
economy  is  partly  to  blame.  Cap- 
ital-intensive industries  that  manu- 
facture goods  continue  to  be  re- 
placed by  knowledge-intensive  in- 
dustries that  provide  services.  In  the 
Information  Age  everything  be- 
comes more  portable.  It  has  become 
a  major  task  for  companies  to  hold 
on  to  their  best  workers. 

The  justification  ambitious  em- 
ployees give  for  their  frequent  job 
changes  is  necessity.  "I  have  to  do 
it,"  they  insist.  Why?  "The  only 
way  for  me  to  get  paid  what  I'm 
worth  is  to  go  to  another  firm. 
There  is  a  limit  to  how  big  a  raise  I'll 
receive  as  long  as  I  stay  here.  But  if  I 
look  hard,  I  know  I  can  get  an  offer 
for  20%  or  even  30%  more  than  I'm 
earning  now.  The  fastest  way  for  me 
to  cash  in  on  what  I've  learned  over 
the  years  is  to  move  to  a  different 
company,  or  start  one  of  my  own." 

This  is  the  dark  side  of  the  cur- 
rent boom  in  entrepreneurial  activ- 
ity: It  weakens  even  further  what- 
ever loyalty  people  have  to  their 
current  employer. 

What  does  a  manager  do  in  this 
situation?  The  worst  thing  he  can 
do  is  clam  up  and  refuse  to  trust  his 
subordinates  because  he  regards 
them  as  potential  traitors.  He  must 
take  the  risk  of  trusting  them.  Oth- 
erwise the  best  and  brightest  work- 
ers of  the  baby-boom  generation, 
the  76  million  American  children 
born  between  1946  and  1964,  will 
end  up  regarding  every  job  as  tempo- 
rary. And  employers  will  treat  em- 
ployees as  a  temporary  asset  to  be 
milked  rather  than  invested  in. 

The  danger  here  is  the  same  as  the 
one  facing  chief  executives  who  try 
to  produce  a  steady  stream  of  rising 
quarterly  earnings.  Sooner  or  later 
that  leads  to  a  crisis  that  only  a 
concern  with  the  longer  term — even 
if  that  means  temporarily  flat  or 
declining  earnings — could  have 
avoided. 

It's  hardly  surprising  that  with  so 
many  corporations  using  this  ap- 
proach (egged  on  by  institutional  in- 
vestors) their  most  ambitious  em- 
ployees have  adopted  it,  too.  But 
individuals  who  value  their  tomor- 
rows should  be  prepared  to  make  a 
few  sacrifices  today,  so  they  can  pre- 
vent themselves  from  having  a 
similarly  disappointing  future.  ■ 
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A  SPECIAL  OFFER 
TO  SERIOUS  INVESTORS 


who  seek  better^than-average  results  year-in  and  year-out 


ralue  Line's  stock  advisory  service  is 
mique  in  that  it  systematically  provides 
hese  three  essentials  for  rational  investing. 

1.  You  Get  Perspective 

>ver  the  broad  field  of  values;  (1700  com- 
lanies,  92  industries). 

Value 'Line  through  its  ranking  system, 
vhich  has  been  developed  over  49  years  of 
esting,  brings  you  objective  criteria  on 
vhere  each  of  the  1700  stocks  currently 
itands  in  relation  to  all  the  others  in  terms 
>f: 

a)  its  probable  price  performance  in  the 
next  12  months. 

b)  its  future  safety. 

•very  group  of  stocks  Value  Line  rated 
lighest  or  Above  Average  for  Probable 
Market  Performance  in  the  Next  12  Months 
lid  in  fact  outperform,  as  a  group,  the 
iverage  of  all  stocks  covered  by  Value  Line 
n  each  of  the  last  19  calendar  years. 

Note:  Not  every  stock  will  perform  in  ac- 
cordance with  its  rank  in  every  year.  But 
iuch  a  high  percentage  have  in  the  past,  for 
easons  that  are  logical  and  based  on  earri- 
ngs, growth  rates,  and  risk,  that  the  prob- 
ibilities  stand  in  your  favor  when  you  line  up 
'our  stocks  with  the  Value  Line  ranks. 

I.  You  Get  Follow-Up 

/alue  Line  follows  up.  Its  ranks  are  updated 
tvery  week  at  the  latest  prices.  Every  stock 
s  covered  in  a  full-page  report  every  three 
nonths  on  a  pre-set  schedule.  You  know 
ixactly  when  your  next  report  will  come  in. 
n  addition,  if  evidence  requires,  sup- 
>lementary  reports  are  issued  between  the 
imes  of  the  quarterly  reports.  You  are  never 
eft  "hanging." 

3.  You  Get  Understanding 

)ver  its  49-year  history  of  appraising  stock 
'alues,  Value  Line  has  developed  computer 
irograms  based  on  reported  earnings  and 
irowth  rates  that  reduce  the  complicated 
elationship  of  prices  to  earnings,  growth 
md  risk,  to  two  straight  forward  indices: 

1)  the  rank  for  Probable  Market  Perform- 
mce  in  the  Next  12  Months 

2)  the  rank  for  future  Safety 

/alue  Line  discloses  the  methods  that  have 
)een  developed  to  compute  these  ranks.  It 
eports  regularly  on  how  effectively  the 
anks  have  performed  in  practice. 

-low  It  Works 

)y  giving  each  stock  two  numerical  rank- 
rigs,  based  on  a  scale  of  1  (Highest)  to  5 
Lowest),  Value  Line  relays  its  expectations 
o  subscribers  quickly  and  clearly. 


You  pick,  out  of  the  400  stocks  which 
Value  Line  currently  ranks  1  (Highest)  or  2 
(Above  Average)  for  Probable  Market 
Performance  in  the  Next  12  Months,  those 
that  also  meet  your  standards  for  safety  and 
current  yield.  When,  and  if,  any  of  these 
stocks  fall  below  your  standards,  you  switch 
to  those  that  currently  conform. 

Value  Line  adds  to  your  perspective  by 
bringing  you  22  series  of  vital  financial  and 
operating  statistics  going  back  15  years  and 
estimated  3  to  5  years  into  the  future. 


Special  Offer 


If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  10 
weeks  for  only  $50  (about  half  the  regular 
rate).  Your  trial  will  include  all  of  the  follow- 
ing: 

EVERY  WEEK  a  new  Summary  &  Index 
section  (40  pages)  .  .  .showing  the 
current  ratings  of  1700  stocks  for  future 
relative  Price  Performance  and  Safety- 
together  with  their  Estimated  Yields  and 
latest  earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  Ratings  &  Reports 
section  (144  pages) . . .  with  full-page 
analyses  of  about  130  stocks.  During  the 
course  of  every  13  weeks,  new  full-page 
reports  are  issued  on  all  1700  stocks, 
replacing  and  updating  the  previous 
reports  which  will  be  sent  to  you  as  a 
bonus. 

EVERY  WEEK  a  new  Selection  &  Opin- 
ion section  . . .  with  a  detailed  analysis 
on  an  Especially  Recommended  Stock- 
plus  a  wealth  of  investment  background 
including  the  Value  Line  Composite 
Average  of  more  than  1700  stocks. 


Plus  This  Bonus, 

Value  Line's  complete 
2000-page  Investors  Ref- 
erence Service,  with  our 
latest  full-page  reports  on 
all  stocks  under  review — 
fully  indexed  for  your  im- 
mediate reference — to  be 
updated  by  new  reports  sent  weekly. 

And  This  Bonus, Too... 


A  Subscriber's  Guide 

by 

Arnold  Beinnard 

Research  Chairman 


The  72-page  booklet,  "A 
Subscribers  Guide,"  which 
explains  how  even  inexperi- 
enced investors  can  apply 
thousands  of  hours  of  pro- 
fessional research  to  their 
own  portfolios  by  focusing  on 
two  unequivocal  ratings,  one 
for  Timeliness  (Performance  in  the  Next  12 
Months),  the  other  for  Safety. 

Money  Back  Guarantee 

You  take  no  risk  in  accepting  this  offer.  If 
you  are  not  completely  satisfied  with  the 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

Fill  in  and  mail  the  coupon  below.  Time  may 
be  important.  This  subscription  is  tax- 
deductible  if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 

CALL  TOLL-FREE: 

If  you  have  Master  Card, 

American  Express  or  Visa, 

phone  1-800-633-2252  (Ext.  281) 

24  hrs.  7  days  a  week. 
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The  Value  Line  Investment  Survey 

Value  Line,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 


Depl  316M08 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$50  to  The  Value  Line  Survey  (limited  once  to 
any  household  every  two  years)  and  send  me 
the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription 
for  $395  and  send  me  the  two  bonuses  listed 
above.  There  are  no  restrictions  with  this  an- 
nual subscription. 

SPECIAL  EXTRA  BONUS 
A  pocket-size  CREDIT 
CARD  LCD  CALCULATOR 
given  to  you  when  you  order 
The  Value  Line  Investment 
Survey  for  one  year. 

This  subscription  is  tax-deductible  and  non- 
assignable. Allow  4  to  6  weeks  for  delivery. 


D  My  payment  is  enclosed.  D  Please  charge 
to:  n  American  Exp.  □  Master  Card  D  Visa 
Expiration  Date 

Account  # 

(N.Y.  residents  add  sales  tax.) 


Signature 


g^]^  v 


Name 


Address 


Apt.  No. 


City 


State 


Zip 


Commodities 


One  way  to  play  gold  is  to  spread  it 
against  platinum.  Though  volatile,  such 
spreads  have  proved  profitable. 

TRADING  THE  NOISE 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 
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Gold,  along  with  the  other  precious 
metals,  has  been  in  the  tank  since 
March  1984,  when  it  sold  (briefly) 
for  more  than  $400  per  ounce.  The 
most  recent  price  break,  in  late  No- 
vember 1984,  took  it  beneath  $300, 
but  prior  to  that  the  price  had  fluc- 
tuated in  a  relatively  narrow  range 
between  $330  and  $360  for  nearly 
six  months. 

Gold  first  started  heading  south  a 
little  over  two  years  ago,  when  its 
price  was  slightly  over  $500  per 
ounce.  The  forces  that  have  acted  to 
drive  the  price  down  are  not  un- 
known. Almost  two  years  after  the 
process  began,  investors  became 
convinced  that  inflation  was  being 
contained.  Once  that  happened,  the 
rush  to  turn  paper  into  hard  assets 
abated.  At  the  same  time,  real  inter- 
est rates  stayed  at  or  near  record 
levels,  providing  an  attractive  alter- 
native to  holding  a  sterile  invest- 
ment. Moreover,  the  stock  market 
has  put  on  several  rallies  in  the 
same  time  period,  which  has,  no 
doubt,  attracted  money  from  some 
previous  gold  investors. 

The  incredibly  strong  dollar  has 
also  taken  its  toll  on  gold.  When  the 
dollar  weakens,  demand  for  U.S.  ex- 
ports will  pick  up,  creating  upward 
pressure  on  domestic  commodity 
prices.  Also,  if  inflation  were  to  go 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


up,  it  is  highly  likely  that  would  be 
reflected  in  gold's  price. 

On  the  other  hand,  the  announce- 
ment that  the  International  Mone- 
tary Fund  would  suspend  disburse- 
ment of  funds  to  Brazil  because  it 
has  not  met  IMF  economic  require- 
ments has  had  surprisingly  little  ef- 
fect on  the  precious  metals  market. 
Indeed,  Brazil's  failure  to  toe  the 
line  could  actually  be  bearish  for 
gold.  In  1982  Brazil  sold  nearly  all  of 
its  gold  holdings  in  order  to  satisfy 
external  debts.  Over  the  past  two 
years  it  has  rebuilt  its  gold  reserves 
from  150,000  ounces  up  to  1.4  mil- 
lion ounces.  It  could  have  negative 
implications  for  the  market  should 
Brazil  decide  to  sell  substantial 
amounts  of  gold. 

Rather  than  trying  to  call  the  turn 
in  gold,  it  seems  less  risky  to  me  to 
try  to  trade  some  of  the  noise  in  the 
market.  One  way  to  do  that  is  with 
a  platinum-gold  spread.   Consider 


buying  two  contracts  of  July  plati- 
num (50  ounces  each)  while  selling 
one  contract  of  June  gold  (100 
ounces),  with  gold's  price  at  least  at 
a  $43  premium  to  the  platinum.  Ev- 
ery $1  narrowing  of  this  spread  will 
result  in  a  $100  profit.  Risk  no  more 
than  $6  ($600  per  spread)  from  your 
entry  point  and  look  for  a  $15  profit 
($1,500  per  spread).  The  margin  on 
this  spread  would  be  about  $3,500, 
and  three  round-turn  commissions 
would  have  to  be  paid,  totaling 
about  $75  at  a  discount  broker. 

Ray  Green  at  Technicom,  Inc. 
(305-523-5394)  has  done  it  again 
with  his  program  Account  Manager 
II.  For  those  of  you  who  want  to 
track  your  account's  current  status, 
including  open  positions  as  well  as 
those  that  have  been  closed  out,  this 
piece  of  software  will  do  the  job.  It 
will  prepare  a  daily  position  state- 
ment as  well  as  a  report  suitable  for 
filing  with  your  income  tax  return. 
Moreover,  it  generates  a  host  of  in- 
teresting statistics  for  any  period  se- 
lected that  really  let  a  trader  know 
how  he  is  doing.  They  include  aver- 
age profitable  trade,  average  losing 
trade,  largest  profitable  and  losing 
trades,  percentage  of  trades  profit- 
able, trade-based  profit/loss  ratio, 
equity  balance  and,  of  course,  net 
gain.  The  program  sells  for  $500  and 
will  run  on  any  Apple  II  series  com- 
puter or  any  IBM  PC  with  a  Quad- 
link  board  installed.  ■ 


A  high-priced  spread 


In  less  than  three  months,  the  spread  of  June  gold  versus  July  platinum, 
reflected  by  the  line  marked  gold  premium,  had  two  excursions  of  over  $1,000 
each.  If  one  assumes  a  position  of  two  platinum  contracts  against  one  gold, 
then  each  $1  change  in  the  premium  represents  a  $100  profit  or  loss. 


Gold  premium 
S45.00 


platinum  dollars  per  ounce 

$375 


350 


5  12 

February 


19  26  5  12 

March 


-    250 
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The  Case  for  Advertising  in  Forbes' 

Information  Industry  Supplements  is 

Stronger  Than  Ever 

[       Schedule  your  campaign  in  the  Forbes/Yankee  Group  Series  of 
[  Advertising  Supplements—  "Case  Studies: 

Linking  Information  SystemsTo  Business  Strategy." 


Traditionally,  business 
xpertise  is  described  in 
arms  of  marketing, 
nance,  distribution, 
ervice  or  science.  But 
i  today's  high-tech 
rarld,  the  new  level  of 
ompetence  will  be  described  by  how  well 
:ompanies  tie  communications  and  information 
ystems  to  business  strategy. 

Developing  this  new  area  of  competence  is 
iow  an  imperative  for  every  business,  large  and 
mall.  And  that's  the  issue  the  Forbes/Yankee 
Iroup  series  of  supplements  will  address — how  strategy 
ind  information  systems  interact —  through  the  case 
itudy  approach. 

By  illustrating  how  companies  of  all  sizes  have  succeed- 
id  in  developing  this  new  level  of  high-tech  competence,  the 
iupplementswill  be  of  exceptional  interest  to  Forbes' upper 


management  audience. 
Marketers  will  benefit 
from  these  unmatched 
advertiser  values:  A 
positive  editorial  envi- 
ronment that  adds 
impact  and  visibility  to 
your  message  «Case 
study  participation 
for  all  full  page  or  larger 
advertisers  •  Extensive 
trade  show  distribution  • 
Reprint  mailings  to 
decision  makers  who  account  for  nearly  $20  billion 
in  DP/EDP  purchases  •  Reader  response  card  and 
toll-free  telephone  inquiry  service  •    Free  reprints. 

Send  for  your  free  media  kit  describing  in  full  detail 
the  Forbes/Yankee  Group  series  of  special  supple- 
ments scheduled  for  1985. 


"Case  Studies:  Linking  Information  Systems  to  Business  Strategy" 

Supplement 

Issue  Date 

Ad  Close 

3usiness  Equipment 

Feb.  25 

Dec.  31,  1984 

Just-in-Time "  Manufacturing 

Apr.  8 

Feb.  11 

3ersonal  Computing 

May  20 

Mar.  25 

Data  Processing 

Jul.  1 

May  6 

business  Communications 

Sept.  23 

Jul.  29 

)ffice  Automation 

Nov.  4 

Sept.  9 

Software  &  Services 

Dec.  16 

Oct.  21 

985  Forbes/Yankee  Group  Series  of  Supplements 


Contact: 

Arnold  J.  Prives 

Director  of  Special  Projects 
Forbes  Magazine 
60  Fifth  Avenue 
New  York,  N.Y  10011 
Tel:  212/620-2224. 
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Forbes /Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Abbott  Laboratories  115 

ACF  Industries  154 

Agrexco  106 

Air  Cargo  Equipment 42 

Air  France  142 

Albertson's  134 

Alcoa  148 

Alexander  &  Alexander  123 

Allied  134 

Alps  Electric  39 

Amalgamated  Bank  146 

AMC  Entertainment  54 

American  Express  14,  28,   158,   159 

American  Health 26 

American  Isuzu  Motors  38 

American  Motors  50 

American  Precious  Metals 

Advisors  170 

American  Values  112 

Amsterdam-Rotterdam  Bank  117 

Anchor  Hocking 114 

APL  42 

Apple  Computer 128,   140, 

163,   172,   184,   190 

Argus  Research 166 

Ashton-Tate  140 

ASK  Computer  Systems  148 

Associated  Press  159 

AT&T  158,   159 

Bank  of  America 140,   146 

Bank  of  Virginia  146 

Bankers  Trust  117 

Bateman  Eichler,  Hill  Richards 14 

B&B  Enterprises  ! 116 

Beatrice  Foods  114 

Bell  Atlantic  182 

Boeing  140 

Brascan 166 

British  Airways  142 

British  Petroleum  132 

British  Telecom 14 

Alex.  Brown  &  Sons 166 

Burndy  114 

Burnup  &  Sims 42 

Buttonware  140 

Campbell  Investment  106 

Capital  Cities  Comm 6 

Carter  Hawley  Hale  82,   106 

Cashman,  Farrell  182 

Caterpillar  Tractor  172 


Chemical  Bank  120,   146 

Chesapeake  Insurance  42 

Chevron  '. 40 

Chrysler  38,   75 

Citicorp 33,    170,   182 

City  Investing 42 

Cleveland  Electric 182 

Coleco 172 

Commonwealth  Edison  182 

Commonwealth  Theatres 54 

Compaq  128 

Consolidated  Edison  182 

Consolidated  Foods  148 

Constance  Insurance 123 

Continental  Airlines 172 

CP/M  User's  Group  140 

Crawford  Fitting 123 

Creditanstalt-Bankverein  117 

Crown  Central  Petroleum  172 

Daimler-Benz  75 

Damon  Biotech  138 

Data  General  163 

Dayton-Hudson  14,  82 

Dean  Witter 82,   168 

Delano  Goldman  &.  Young 128 

Deutsche  Bank  117 

Digital  Equipment  172 

Walt  Disney 172 

Diversifoods  155 

Dodd,  Mead  27 

Doyle  Dane  Bernbach  158 

Drexel  Burnham  Lambert 42,  94 

Du  Pont  186 

DWG  42 

Electrolux  Group 50 

Electro-Nucleonics  115 

European  American  Bancorp  117 

Evans  Products  42 

Exxon 40,   148 

Federal  Express  154 

Federated  Department  Stores  6,  82 

Ferrofluidics  148 

Fidelcor  117 

Financial  Corp  of  America  166 

Firestone  Tire  78 

First  Boston  54,    181 

First  Interstate  Bancorp  184 

Fischbach  42 

Florida  Progress  182 

Ford  Motor 75,   128 


l 
Fngidaire 195 

Fujitsu  6,  39' 
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.Forbes  Market/ 


REAL  ESTATE 


MOUNTAIN  RANCHES 

1  itillwater  River:  Perhaps  the  most  sig- 
lificant  remaining  major  land  holding  on 
his  Blue  Ribbon  Stream.  Over  6,000 
leeded  acres,  straddling  the  river  and 
unning  to  the  National  Forest  boundary , 
irovide  a  location  for  a  balanced  cattle 
iperation,  as  well  as  a  home  for  most  of 
Montana's  important  wildlife  species, 
rhe  river  combines  with  sandstone 
:liffs,  steep  hills,  and  protected  valleys 
o  create  a  truly  enchanting  environment 
or  both  man  and  animal.  Only  $250  per 
leeded  acre  (20%  under  MAI  appraisal). 
iheridan,  Wyoming:  Adjacent  to  the 
State  Elk  Refuge,  this  2300-acre  ranch 
vill  support  up  to  400  animal  units.  It 
ies  in  the  lushest  cattle-raising  area  in 
he  state  with  deep  rich  soils,  adjacent 
o  the  Big  Hom  Mountains.  Now 
jriced  at  only  $2,500  per  animal  unit 
-just  reduced  over  20%.  This  ranch 
:ombines  physical  beauty  with  operat- 
ing considerations. 

Yellowstone  Park:  A  unique  deeded 
lomestead  with  attractive  log  lodge  and 
cabins  located  within  the  Shoshone  Na- 
:ional  Forest  just  a  few  miles  from  the 
;ast  boundary  of  the  park.  Accessible 
year  around.  A  priceless  land  holding  at 
under  $2,000,000. 

Contact  Exclusive  Agents  for  Sellers: 

Hall  &  Hall.  Inc. 

P.O.  Box  1924 

Billings,  MT  59103.      (406)  252-2155 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $V7 

Binders:  $7.10; 
three  for  $21.75 

Send  check  with  your  name   and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


FORBES 
MARKET/CLASSIFIED 

is  published  in  the  first  issue  of 
each  month.  Advertising  clos- 
ing date  is  one  month  preced- 
ing date  of  issue. 

Frequency  discounts  avail- 
able. Payment  must  accom- 
pany order  unless  from  ac- 
credited agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 
1 60  Fifth  Avenue/New  York,  NY  10011 

(212)620-2440 


DISTRIBUTORS 
WANTED 


NEW  PRODUCTS 
FOR  DISTRIBUTION 

We  are  an  established,  publicly-owned 
R&D  company  with  40  years  experience 
in  that  field.  We  have  developed  more 
new  products  than  we  can  market,  and 
are  seeking  reliable  firms  capable  of 
marketing  products  in  the  pharmaceu- 
tical, health-care,  medical  devices,  spe- 
cialty-chemical, and  cosmetic  fields. 
Principals  only. 

United-Guardian,  Inc. 

P0.  Box  2500 

Smithtown,  New  York  1 1 787 

(516)273-0900 

TWX:  510-227-6230 


BUSINESS  OPPORTUNITIES 


c$> 


13,000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800  327  9630 
In  Fla  call  305  462  2524 


BUSINESS  OPPORTUNITIES 

Profitable  established  businesses  lo- 
cated west  of  the  Mississippi  for  sale  by 
owner.  Many  owner  financed.  All  price 
ranges  available,  over  500  to  choose 
from.  Call  Collect:  (303)  630-8188 
AFFILIATED  BUSINESS 
CONSULTANTS 
Box  6339.  Dept   F.  Co.  Spgs..  CO  80934 
No  fee  to  buyer  involved 


MANAGING  PARTNER 

Photographic  service  company  with  unique 
retail  store  concept  has  openings,  available 
in  1985.  High  volume,  high  profit,  digni- 
fied business  needs  aggiessive  manager 
skilled  in  employee  and  customer  relations 
Modest  investment  required  with  opportu- 
nity for  total  ownership.  Forward  personal 
history  to  Mr.  Dale  Nitzel.  P.O.  Box  3000. 
Bloomington.  IL  61702. 

BUSINESS  PRODUCTS 
AND  SERVICES 

ANDREW  CANNELLA 

ROOFING  CO.,  INC. 

COMMERCIAL-INDUSTRIAL 

Re-roofing,  Repairs.  Maintenance  Pro- 
grams. Coatings,  Waterproofing,  Sheet 
Metal.  Licensed  Applicators  for  Carlisle. 
JP  Stevens.  Barra.  Roofine  from  $1.45- 
$2.15  per  sq  ft— 337  Paramus  Road/ 
Paramus.  NJ  07652 
Free  Estimates  (201 )  794-8850 

MISCELLANEOUS 
FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog.  Satisfaction  Gtd 
for  18  yrs!  Member:  Jewelers  Board  of 
Trade,  Chamber  Commerce.  American 
Gem  Trade  Assn. 

HOUSE  OF  ONYX 

No.  One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


Mampi£vMa£i,  £td. 


BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms;  By  having  your  com- 
pany name  or  logo  on  a 
quality  product  from 
HAMPTON  HALL,  LTD. 

For  nearly  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

Please  call  or  write  for  our 
brochure. 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 

New  York,  N.Y.  10001 

Suite  903-04 

(212)  685-2440 

(Minimum  order 

150  pieces  per  item) 

Dept.  FB  4 


CATALOGS 


MAILING  LISTS 


r—  CORPORATE^ 

SOFTWARE 

CATALOG 

At  all  Software  City  stores  or  send 

$1.00  to:  Software  City,  Dept.  FB-2, 

1415  Queen  Anne  Rd.,  Teaneck,  NJ  07666 


BUSINESS  LISTS 
FROM  YELLOW,  PAGES 


Need  a  list  or  Mailing  Labels  for  any  Yellow 

Page  Category  in  US?  Call  (402)  331-7169 

for  our  Tree  catalog  today,  or  write  to. 

American  Business  Lists  Inc. 

P.O.  Box  27347,  Dept.  1225 
Omaha,  Nebraska  68127 


TRAVEL 


FLY  FOR  LESS 


SA  VE  25  •  60%  on  first  class 
travel  to  Europe,  Mid-East,  Hawaii, 
Caribbean,  S.  Pacific  and  Orient. 

THE  COUPON  BROKER 

1780  S.  Bellaire#125,  Denver,  CO  80222 
(303)759-9768  ESTAB.  1979 


EXECUTIVE 
SERVICES 


Get  the  Best 

First  Class  Airfares 

Anywhere. 

Ufe  buy  and  sell  airline  coupons. 


The  Flyers  Edge 

800-222-5055 

ILLINOIS  3 1 2-256-8200 


GOT  A  KNOTTY  PROBLEM? 


*i?  ^  tiecleaning 

by  tiecrafters 

Our  eirpert  handwork  does  wonders 
in  restoring  the  beauty,  brightness 
and  shape  of  fine  neckwear  It's  the 
best  care  your  ties  can  get  2*"-» 
Min  4  ties 

ties  narrowed 

MAILORDERS        ALJ-  BY  HAND 

Add  S2  00  You  can  trust  tiecrafters  for  the 

finest  hand  shaping  and  sewing 
Ties  look  '  just  bought"  g00.s 
nb  Slim  and  Clean,  only  $7  SO  ea 
Choice  of  width      Min  4  ties 


FREE 
Tips  on 


-tiectvrfters 


.  since  1952 


1 1 S  East  27th  St.  Now  York,  N.Y. 
(212)867-7670     •      10016 


Will  You  Travel  to  L.A.  in  '85? 

Spend  a  FREE  nite  in  a  1  Bedroom  Suite 
(2  Colo.  TVs  and  Fireplace)  For  "Free 
Night  Voucher"  mail  this  ad  to 

PLAZA  SUITES  HOTELS,  141  So  Clark  Dr., 
Los  Angeles.  CA  90048 


SYBNELL  LTD. 

EXCLUSIVE  ROLLS  ROYCE 

SERVICE. 

ALL  1985  SILVER  SPUR  FLEET. 

EXECUTIVE  LOUNGE/MEETING 

SECRETARIAL  SERVICE 

212-869-7111 

TELEX  332317  SYBNELL  UD 

THE  ULTIMATE 

IN  CHAUFFEUR  DRIVEN  LUXURY. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  April  15,  1925) 

"Frederick  Weyerhaeuser  came  to 
this  country  an  immigrant  lad  of  17, 
when,  dissatisfied  with  working  for 
$4  and  $9  a  month  and  turned  out  of 
work  by  the  failure  of  a  sawmill  in 
which  he  was  working,  he  bought  a 
raft  of  logs  on  the  Mississippi  at  Rock 
Island,  111.,  rented  an  idle  sawmill  and 
cut  the  logs  into  lumber. 

"In  that  panic  time  of  1857  it  was 
impossible  to  sell  the  lumber,  but  un- 
daunted the  entrepreneur  built  houses 
with  the  lumber  and  sold  the  houses  at 


"Restoration  of  the  gold  standard  [in 
Britain)  is  not  likely  to  be  announced 
before  the  middle  of  May,  according 
to  Winston  Churchill,  Chancellor  of 
the  Exchequer.  ..." 

Fifty  years  ago 

(From  the  issue  of  April  15,  1935) 

"A  prevalent  fallacy  is  that  devalu- 
ation of  the  dollar  itself  constitutes 
inflation.  The  fact  that  the  dollar  is 
now  worth  only  59.06%  of  its  former 
value  in  gold  is  quite  a  different  mat- 
ter from  what  the  dollar  will  purchase 
within  the  U.S.  in  goods  and  services. 
The  cost  of  living  has  gone  up  only 
12%  since  its  low  in  1933;  and  prob- 
ably devaluation  has  not  been  the  ma- 


Above,  assem- 
bling a  log  raft 
for  the  spring 
drive  At  left, 
Weyerhaeuser 
Co.  founder 
Frederick 
Weyerhaeuser. 


a  profit.  With  his  earnings  he  was  able 
to  purchase  the  mill .  .  .  and  after  saw- 
ing up  a  few  more  log  rafts  began  the 
purchase  of  timber  areas  in  upper  Wis- 
consin and  Minnesota,  the  region  of 
the  old  pineries.  That  was  during  the 
great  boom  days  of  the  Mississippi 
when  steamboats  whistled  around  ev- 
ery turn  and  log  rafts  were  so  common 
,  as  to  be  uninteresting." 

"Does  a  college  education  pay?  The 

answer  is  taking  a  new  and  very 
practical  form.  Farsighted  industrial, 

I  commercial  and  mercantile  organiza- 
tions now  wait  at  college  doors  for 
the  services  of  the  most  promising 
students  emerging  in  June.  Two  or 

'  three  of  America's  largest  concerns 
began  this  practice  some  years  ago 
by  sending  requests  for  interviews 
with  a  few  graduates.  The  practice 
has  spread  greatly  during  the  last 
two  or  three  years." 


jor  factor  in  bringing  about  even  that 
rise — which,  of  course,  is  small  com- 
pared with  the  normal  rise  in  every 
economic  recovery.  It  is  still  18%  be- 
low its  high  of  1929,  or  35%  below  its 
1920  high." 

"Men's  shirts,  perennial  price  football 
of  the  clothing  trade,  are  now  getting 
a  new  grip  on  themselves,  thanks  to  a 
revolutionary  production  trick  bor- 
rowed, amazingly  enough,  from  steel 
fabricators.  .  .  .  The  production  trick 
is  the  use  of  'welding'  and  'spotweld- 
ing'  to  make  the  brand-new  fused  col- 
lar, an  item  which  is  spreading  like 
wildfire  through  retail  stores." 

"Air-conditioning  is  gathering  speed. 
Last  year's  sales  to  stores  and  restau- 
rants will  probably  be  tripled  in  1935, 
if  the  present  trend  of  inquiries  is  any 
indication.  And  Frigidaire  Corp.  is 
even  willing  to  estimate  its  total  air- 
conditioning  volume  at  five  times 
that  of  1934  on  the  basis  of  January 
and  February  sales." 

Twenty-five  years  ago 

(From  the  issue  of  April  1 5,  I960) 

"As  recently  as  the  turn  of  the  year 
municipal  bond  specialists  were  com- 
plaining about  'the  toughest  market 
in  a  quarter  of  a  century.'  Yields  on 
tax-exempt  bonds,  as  measured  by  the 


Dow  Jones  municipal  bond  index,  had 
climbed  to  3.84%.  Not  since  1933  had 
local  governments  had  to  pay  so  much 
to  borrow  money. 

"When  the  big  bond  market  rally 
got  under  way  in  January,  all  that 
changed.  Municipal  bonds  were  swept 
upwards  along  with  corporates  and 
Treasury  bonds;  yields  declined  from 
3.84%  to  3.50%  early  this  month." 

"Hilton  Hotels'  Conrad  Hilton,  after 
an  eight-year  struggle,  finally  ob- 
tained approval  from  the  London 
County  Council  for  a  'Miami-Beach- 
like' skyscraper  hotel  in  fashionable 
Park  Lane.  Rising  27  stories  over  Lon- 
don's Hyde  Park,  higher  than  any  ex- 
isting London  building,  the  'London 
Hilton'  will  take  two  and  one-half 
years  to  build." 

Ten  years  ago 

(From  the  issue  of  April  15,  1975) 

"  'We  recently  sent  out  11,400  letters 
to  mobile  home  dealers,'  says  Thomas 
H.  Walters,  acting  director  of  the  Na- 
tional Mobile  Home  Dealers  Associ- 
ation, 'and  about  2,300  were  returned 
by  the  Postal  Service  because  the  deal- 
er couldn't  be  found,  or  was  out  of 
business.'  " 

"The  worrisome  fact  is  that  most  of 
the  Pentagon's  record  budget  will  pro- 
vide little  in  additional  military  pow- 
er in  return  for  its  fantastic  cost.  Mili- 
tarily, the  U.S.  is  having  to  run  faster 
and  faster  just  to  stand  still.  .  .  . 

"The  Defense  Department  itself  is 
part  of  the  problem — as  Secretary  of 
Defense  James  R.  Schlesinger  con- 
cedes. And  so  is  Congress  and  the 
defense  industry.  All  have  been  deep- 
ly committed  to  ever  more  complex 
weapons  to  the  point  where  it  is  no 
longer  possible  for  the  strained  U.S. 
economy  to  provide  such  weapons  in 
needed  numbers." 

Defense  Secretary  fames  R.  Schlesinger 
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The  love  of  power  is 
the  love  of  ourselves. 
William  Hazlitt 


It  is  equally  a  mistake  to 
hold  oneself  too  high  or 
to  rate  oneself  too  cheap. 
Goethe 


Collective  man  is  omnipotent 
upon  the  earth  he  treads. 
Giuseppe  Mazzini 


A  proud  man  is  seldom  a 
grateful  man,  for  he  never 
thinks  he  gets  as  much  as 
he  deserves. 
Henry  Ward  Beecher 


The  highest  and  best  form  of 
efficiency  is  the  spontaneous 
cooperation  of  a  free  people. 
Woodrow  Wilson 


The  grasp  of  fellowship  which 
warms  us  more  than  wine. 
Julia  Ward  Howe 


A  Text . . . 

If  it  be  possible,  as  much  as 
lieth  in  you,  live  peaceably  with 
all  men. 
Romans  12:18 


Sent  in  by  Feliza  A.  Villanueva,  National 
City,  Calif.  What's  your  favorite  text?  The 
Forbes  Sciapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of  texts 
used. 


A  man's  wisdom  is  lowest 
when  his  anger  is  highest. 
Frank  Tyger 


Want  of  tact  is,  at  bottom, 
selfishness,  for  self  things 
and  acts  only  for  itself. 
Berthold  Auerbach 


Thoughts 

on  the  Business  of  Life 


Large-scale  success  today 
is  spelled  "Teamwork. "  The 
successful  teamworker  doesn  't 
wear  a  chip  on  his  shoulder; 
he  doesn 't  look  for  slights; 
he  is  not  constantly  on  the 
alert  lest  his  "dignity1'  be 
insulted.  He  puts  the  good 
of  the  firm,  the  institution, 
first.  To  him  it  is  the  big 
machine,  and  the  business 
of  each  and  all  is  to  gear 
it  up  efficiently,  to  leave 
nothing  undone  to  bring 
about  the  fullest  and  best 
results.  And  if  the  whole 
prospers,  he,  as  an  active, 
effective,  progressive  part 
of  it,  will  prosper  with  it. 
B.C.  Forbes 


You  don't  get  the  breaks 
unless  you  play  with  the 
team  instead  of  against  it. 
Lou  Gehrig 


Men  have  never  been 
individually  self-sufficient. 
Reinhold  Niebuhr 


To  be  invested  with  dignity 
means  to  represent  something 
more  than  oneself. 
Abraham  Heschel 


If  you  can't  win,  make 
the  winner  look  great. 
Whitt  N.  Schultz 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
orderto:  Forbeslnc,  60FifthAve.,  NewYork, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Whatever  crushes  individuality 
is  despotism,  by  whatever 
name  it  may  be  called. 
John  Stuart  Mill 


We  live  too  much  in  platoons; 

we  march  by  sections;  we  do 

not  live  in  our  individuality 

enough. 

Edwin  H.  Chapin 


Individuality  is  everywhere 
to  be  spared  and  respected  as 
the  root  of  everything  good. 
Jean  Paul  Richter 


When  is  man  strong  until 
he  feels  alone? 
Robert  Browning 


The  test  of  leadership  is  not 
to  put  greatness  into  humanity, 
but  to  elicit  it,  for  the 
greatness  is  already  there. 
John  Buchan 


It  is  only  as  we  develop  others 
that  we  permanently  succeed. 
Harvey  S.  Firestone 


All  men  seek  the  society  of 
those  who  think  and  act 
somewhat  like  themselves. 
William  Cobbett 


It  is  not  the  place  that 
maketh  the  person,  but 
the  person  that  maketh 
the  place  honorable. 
Cicero 


He  only  who  acts  conscientiously 
toward  himself  will  act  so 
toward  others. 

JOHANN  LAVATER 


Individuality  is  either 
the  mark  of  genius  or  the 
reverse.  Mediocrity  finds 
safety  in  standardization. 
Frederick  E.  Crane 
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I  I  Performance 


•  Something  accomplished,  as  in 
nine  straight  years  of  earnings 
growth,  with  solid  performances 
in  aerospace,  electronics,  auto- 
motive, general  industries  and 
industrial  automation. 


•  A  coordinated  action,  the  work 
of  19,000  engineers  and  scien- 
tists, 120,000  employees 
worldwide. 

•  The  fulfillment  of  a  claim  or 
promise;  e.g.,  delivering  products 
of  high  technological  quality. 


The  ultimate  test  of  performance  is  the 
bottom  line.  Ours  shows  11  dividend  increases 
in  the  last  13  years.  Nine  straight  years  of  earnings 
growth.  And  a  record  average  return  on  stockholders' 
equity  of  20.3%.  We're  among  the  top  industrial  corporations 
in  America  on  Return  on  Equity. 

A  tribute  to  our  people.  And  to  our  diversity.  To  learn  more 
about  us,  write:  Rockwell  International,  Department 
815R-64,  600  Grant  Street,  Pittsburgh,  PA  15219. 
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Rockwell 
International 


. .  .where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries  /  A-B  Industrial  Automation 
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'It's  worth  $50,000  because  there's  nothing  nearly  so  erotic 

at  three  times  the  price'' 

Autoweek 


". . .  turbo-monstered  rocketry. . .  with  enough  performance  in 
all  categories  to  send  dilettantes  screaming  for  cover:' 

Car  and  Driver 


Lotus 
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Surgical  Purity 

Fansteel  tantalum  is  used  in  electrolytic  capacitors,  aerospace 

fabrications  and  chemical  equipment.  But  it  may  surprise  you  to  discover 

that  pure  Fansteel  tantalum  is  also  used  in  health  care. 

Fansteel  draws  extremely  fine  tantalum  wire  for  surgical  sutures 

and  produces  tantalum  for  surgical  clips.  Fansteel  even  produces 

tantalum  sheet  for  skull  reinforcement  plates 

and  surgical  instruments. 

Developing  high  purity  tantalum  products  for  medical  applications  is 
another  example  of  Fansteel  making  materials  do  more. 


fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 
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Until  now 
comfortable  character 
could  only  be  acquired 

arter  years  of  wear. 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  pages  176  and  177. 

Companies 

M    Xerox 

Tlemember  when  they  talked  about  "another  Xerox"? 
Now  the  question  is  whether  Xerox  can  be  another 
Xerox.  Answer:  There's  a  good  chance. 

tE.I.  Du  Pont:  Does  Bronfman  Want  Control? 
lybe,  maybe  not.  But  he  wants — and  intends  to  get — 
"an  important  voice." 

75    Republic  Health  Corp. 

Can  you  run  a  hospital  like  a  limited-menu  restaurant? 

78    Dataproducts  Corp. 

"Why  do  you  keep  asking  about  personal  computers?" 

86    CRS  Sirrine,  Inc. 

What  to  do  after  the  Saudi  boom  faded?  Expand. 

106  Helene  Curtis  Industries,  Inc. 

It  ought  to  be  shark  bait.  But  its  founding  family  has 
made  sure  it  isn't. 

107  Harcourt  Brace  Jovanovich 

Apres  Jovanovich,  another  Jovanovich? 

110    Associated  Dry  Goods 

It  was  great  while  it  lasted,  but  unfortunately  it  didn't. 

112    The  Up  &  Comers 

Ilelionetics;  Alpha  Micro;  Price  Communications. 


Wall  Street 


38)   T.  Boone  Pickens  Takes  Care  Of  Number  One 

iome  stockholders  are  more  equal  than  others. 

39     Better  You  Shouldn't  Ask 

"If  it's  in  vogue,  we  can  sell  it,"  says  D.  H.  Blair's  Morty 
Davis.  Believe  it. 

/4%    REITs  Redux 

H3ead  for  a  decade,  they're  hot  again. 

Isjy    Profiles:  Psychiatrist  Jay  B.  Rohrlich 

What  bugs  Wall  Streeters?  Not  the  lust  for  money  per  se. 

6*T)  Cover  Story:  Selling  Short 

How  to  do  it.  And  why  most  people  shouldn't. 

121     Numbers  Game:  Insurance  Accounting 

Some  interesting  answers  in  a  Byzantine  world. 

/X5CS)  The  Biggest  Mistake  Naive  Investors  Make 

'it's  "looking  at  earnings  and  nothing  else." 

Jl5^    The  Funds:  A  Little  Of  Each 

For  some  people,  high-yield  stock  funds  make  sense. 

156    Rates  Too  Good  To  Believe 

Those  claims  of  12.5%  to  20%  returns  on  IRAs  are  not  an 
outright  lie — just  thoroughly  misleading. 


Cl58> 


,158/  First  Winthrop  Corp. 

A~tax  shelter  seller  sells  itself. 

[162)  "The  Great  Reflation" 

Why  a  prominent  dollar  bear  believes  that,  in  the  next 
round  of  inflation,  stoeks^wtll  go  up. 
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6    Side  Lines 

33    What's  Ahead  For 

167 

Ben  Weberman 

8    Trends 

Business 

168 

Kenneth  L.  Fisher 

14    Follow-Through 

34    The  Forbes  Index 

170 

Stanley  W.  Angrist 

18    Readers  Say 

147    The  Forbes /Wilshire 

172 

Srully  Blotnick 

25    Fact  and  Comment 

5000  Review 

28    Other  Comments 

31     Fact  and  Comment  II 

179    Flashbacks 

180    Thoughts 
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164     O-T-C  Cost-Cutting 

Over-the-counter  transaction  costs  can  eat  you  up.  Here 
are  some  ways  to  keep  costs  down. 

174    Streetwalker 

Polaroid;  Willamette;  Crown  Zellerbach;  Management 
Science  America;  Culbro;  National  Distillers. 

Industries 

($&  Automobiles:  The  Big  Eight 

It's  been  three  decades  since  the  U.S.  has  had  so  many 
automobile  manufacturers.  Count  'em. 

87    Hotels:  Hard  Times  In  Houston 

It  looked  great,  until  oil  patch  and  peso  collapsed. 

120     On  The  Docket:  Nuclear  Energy 

Who  will  pay  the  tab  for  those  abandoned  nuclear  plants? 

Government 

48     Is  Capitalism  Breaking  Out  In  Hawaii? 

It's  hard  to  believe,  but  the  Hawaiian  government's  hos- 
tility toward  business  may  actually  be  breaking  down. 

76    Mass  Transit:  Detroit's  People  Mover 

In  spite  of  it  all,  it  might  be  finished.  And  it  might  work. 

82     It's  Not  The  End  Of  The  World 

Closing  a  military  base  is  usually  considered  a  catastro- 
phe for  the  community  involved.  Not  necessarily. 

118     Taxing  Matters:  Taxing  Credit  Unions 

Congress  is  actually  talking  about  it — one  measure  of  its 
desperation.  Also:  "lien  and  levy";  IRS  mountaineering. 


International 


88     Pirates  On  The  North  Sea 

Pirate  radio  stations  challenge  Europe's  stodgy  state 
broadcasting  monopolies. 

93     Monterrey  After  The  Fall 

Only  a  few  years  ago  it  was  a  symbol  of  resurgent  Mexi- 
co. Now  its  industrialists  are  sadder — hut  are  they  wiser? 


Marketing 


122     Newly  Minted  Competition 

Mints  from  Italy,  West  Germany,  Holland  and  Denmark 
lead  a  European  thrust  in  the  U.S.  candy  market. 


Technology 


124    The  Pothole  Season 

It's  here  again,  and  remedies  are  a  highly  complex  matter. 
Also:  Breaking  Coca-Cola's  famous  secret. 

Personal  Affairs 

<^ft)  The  Two-Generation  House 

Instead  of  a  loan  or  a  gift  to  the  young  folks  to  help  them 
buy  a  house,  why  not  go  in  together? 

Careers 

£l36)  A  Shot  In  The  Dark 

rour  chances  of  getting  a  job  by  sending  out  resumes  to 
headhunters  are  almost  nil.  So  what  do  you  do  about  it? 


Faces  Behind  the  Figures 


138  Edward  P.  Evans,  Macmillan 

138  Joseph  Checota,  Universal  Medical  Buildings 

139  Akihiro  Tanzawa,  Mitsui  Real  Estate  Development 
142  Tania  Amochaev,  Comserv 


April  22,  1985  Volume  135  Number  8  Forbes  (ISSN  0015  6914)  is  pub- 
lished biweekly,  except  weekly  during  two  weeks  in  April  and  two  weeks  in  October, 
by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  NY.  10011.  Second-class  postage  paid  at 
New  York,  N.Y.  and  at  additional  mailing  offices.  Subscription  $42  a  year,  U.S.A. 
Postmaster:  Send  address  changes  to  Forbes,  60  Fifth  Ave.,  New  York,  N.Y.  10011. 
Copyright  ©  1985  Forbes  Inc.  Title  is  protected  through  a  trademark  registration  in 
the  U.S.  Patent  Office. 

Forbes  does  not  supply  back  issues  or  copies  of  individual  articles  nor  can  it  provide 
information  on  the  contents  of  earlier  issues.  Photocopies  may  be  ordered  from 
University  Microfilms  International  300  N.  Zeeb  Road,  Ann  Arbor,  Mich.  48106 
The  full  text  of  each  issue  of  Forbes  is  also  available  electronically  on  Nexis. 
Abstracts  of  selected  articles  or  issues  are  available  on  the  New  York  Times 
Infobank  (through  Nexis),  Dialog  and  Dow  Jones  News/Retrieval.  Information  on 
the  contents  of  issues  can  be  found  in  Readers'  Guide  to  Periodical  Literature  or 
Business  Periodicals  Index,  both  published  by  the  H.W.  Wilson  Co.  and  found  in 
most  libraries. 

Cover  illustration  by  Michael  Garland 


FORBES,  APRIL  22,  1985 


Forbes 


Side  Lines 


Editor 

Iames  W.  Michaels 


Managing  Editor 
Sheldon  Zalaznick 


Assistant  Managing  Editors 

James  Flanigan,  lerry  Flint 
Executive  Editors:  James  Cook,  Jefferson  Gngsby 
Special  Reports  Editor:  Geoffrey  Smith 
Economics  Editor:  Ben  Weberman 
Art  Director:  Everett  Halvorsen 

Senior  Editors:  Ruth  M.  Gruenberg,  Howard  Rudnitsky, 
John  A  Conway.  William  G.  Flanagan,  Stephen  Kindel,  Harold  Seneker, 
John  Merwin  Allan  Sloan,  Jean  Bnggs,  Susan  Lee,  William  Baldwin, 
Subrata  N.  Cnakravarty,  Steve  Kichen 

Contributing  Editors:  Richard  Phalon,  Clothield  Spencer,  Dero  A.  Saunders, 
Richard  Greene 

Associate  Editors:  Donald  E.  Zipperer,  Carol  E.  Curtis,  Betty  Franklin, 
Pamela  Shernd,  John  A.  Byrne 

Staff  Writers:  Jeffrey  A.  Trachtenberg,  Ellen  Benoit,  Thomas  Jaffe, 
Howard  Gold,  Lisa  Gubernick,  Jack  Willoughby,  Gary  Slutsker, 
Alyssa  A.  Lappen 

Reporters:  Barbara  Rudolph,  Laura  R.  Walbert,  Robert  Teitelman, 
JilIAndresky,  Laura  Saunders,  Robert  McGough,  Christine  Donahue, 
Richard  Behar 

Senior  Reporter-Researchers:  Janet  Bamford,  Deputy  Chief; 
Merrill  Vaughn,  Jeff  Bloch,  Christopher  Power,  Leslie  Pittel 
Reporter-Researchers:  Jane  Sasseen,  Anne  McGrath,  Francesca  Lunzer, 
Jinny  St.  Goar,  John  Heins,  Maria  Fisher  Barbara  Kallcn, 
Ruth  Simon,  Peter  Newcomb,  Kelly  Walker,  Mary  Kuntz, 
Matthew  Schifrin,  Richard  Morais,  David  Henry,  Catherine  Yang, 
John  Hayes,  Tama  Pouschine,  Anthony  Baldo,  Michael  Ozanian 
Washington  Bureau:  Howard  Banks,  Manager;  Allan  Dodds  Frank, 
Janet  Fix,  Cristina  von  Zeppelin 

West  Coast  Bureau:  Lawrence  Minard,  Manager;  Kathleen  K.  Wiegner, 
Alex  Ben  Block,  Andrew  Tanzer,  Anne  Bagamery,  Ellen  Pans,  Roger  Neal 
Southwestern  Bureau:  Alan  M.  Field,  Manager;  Tom  Mack,  Robert  H.  Bork  Jr. 
Midwestern  Bureau:  Barry  Stavro,  Manager;  Jay  McCormick,  Katharine  Blood 
European  Bureau:  Marcia  Berss,  Manager;  Rosemary  Brady 
Columnists:  Stanley  W.  Angnst,  Srully  Blotnick,  Thomas  P.  Murphy, 
David  Dreman,  Ashby  Bladen,  Ann  C.  Brown,  Kenneth  L.  Fisher 
Art  Department:  Roger  Zapke,  Ronda  Kass,  Robert  Mansfield,  Associate  Art 
Directors;  Andrew  Christie,  Charts,  Amy  Horton,  Alexandra  Gregson, 
Photo  Editors;  Jessica  De  Witt,  Photo  Research 
Copy  Desk:  Marlene  Mandel  Deputy  Chief; 
Gilda  M.  Roberts,  Dolores  Aksel,  Leopold  A  Froehlich, 
Deborah  Markson-Katz,  Eugene  P.  Berg  Carol  Ferrari,  Hugo  Moreno; 
Barbara  Souza,  Robert  G.  Burks,  Timothy  Hailand,  Louis  Rossiello 
Proofreaders:  Dolores  Guilhot,  Chief; 

Arthur  Abramowitz,  Deputy;  David  J.  Fleischmann,  Susan  R.  Goldberg, 
Lynne  Tillman,  Charles  J.  Ober,  James  Neu 
Library:  Dolores  A.  Lataniotis,  Chief;  Clanta  Jones,  Assistant; 
Susan  Dietrich,  David  Bernstein,  Reva  Moten,  Research;  Santiago  Alvarado, 
Queenie  Flake,  Gloria  Katz,  Rose  Millar 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C  Oliver,  Associate  Editor; 
Melody  Wagstaff,  Brian  D  Watman,  Long  Peng,  Eric  S  Hardy 
Director  of  Production:  |ohn  J   Rumen, 

Robert  M.  Rosengarten,  Edward  B.  Morgan,  Peter  Althoff,  Joseph  De  Gray, 
Lucille  Landi,  Jane  E.  Hartnett,  Steven  Schwartz,  Donald  Althoff,  Assistants 
Advertising  Production:  Patricia  Deckelnick 
Director  of  Photocomposition:  James  Cianelli, 
Mark  Decker,  Johnnie  English,  Shelley  Dell,  Arthur  Petz 

Chairman  and  Editor-in-Chief 

Malcolm  S.  Forbes 


President  and  Deputy  Editor-in-Chief 

Malcolm  S.  Forbes  Jr. 


Publisher 

James  J.  Dunn 


Executive  Vice  President 

Leonard  H  Yablon 


Vice  President-Associate  Publisher:  Christopher  Forbes 

Vice  President-Administration:  Scott  R  Yablon 

Vice  President-Finance:  Seymour  Fried  , 

Vice  President-Controller:  Joel  B.  Redler 

Vice  President-Treasurer:  Leonard  Greenberg 

Director  of  Advertising:  Stephen  G.  Nicoll 

Director  of  Corporate  Communications:  Wm  Donald  Carson 

Director  of  Circulation:  John  M  Thornton 

Director  EDP:  Jerome  Hoffman 

Director  MIS:  Ncal  Squitieri 

Advertising  Representatives: 

New  York:  Donald  W.  MacDonald,  Eastern  Manager; 

George  C  Clissold,  Consumer  Adv.  Manager; 

G.  Croft  Henry,  Financial  Adv.  Manager; 

Jeffrey  M.  Cunningham,  Manager,  Agency  Relations; 

Richard  Calkins,  Thomas  G.  Petersen,  Ellen  S.  Dweck,  Joan  E  van  Diepen, 

John  H.  Rcock,  Russell  Cherami 

Arnold  J.  Prives,  Director,  Special  Pn 

Margaret  A  Monsor,  Codirector,  Special 

William  M.  Hilton  Jr.,  Codirector,  Special  Projects 

James  W.  LaCingnola,  Dir ,  Intl.  Adv.,  The  Americas,  Asia,  Pacific 

Boston:  Nick  Carter,  Manager 

Atlanta:  Charles  S.  Thorn  Jr.,  Manager 

Chicago:  James  H.  Mallon,  Midwest  Manager; 

William  J.  Powers  Jr.,  David  C.  Nordhoff 

Philadelphia:  James  B.  Norton,  Manager 

Dallas:  Fred  H.  Wellington,  Manager 

Detroit:  Don  Dane,  Manager,  Barbara  Boyle 

Los  Angeles:  Jen  Juhnson,  Manager 

San  Francisco:  Richard  W.  Reynolds,  West  Coast  Ma 

Courtney  Compton,  Manager 

London:  Peter  M.  Schoff,  Director,  Int'l.  Adv 

Corp.  Report  Updates:  Sarah  Madison 

Classified:  Linda  Loren 


PAID  CIRCULATION  OVER  720,000 
FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


The  ecology  of  selling  short 

Is  short-selling  sinful?  Dangerous, 
yes.  Against  the  optimistic  Ameri- 
can grain,  yes.  But  why  any  more 
sinful  than  other  forms  of  invest- 
ment? As  Senior  Editor  Susan  Lee 
points  out  in  the  cover  story  this 
issue,  short-sellers  serve  a  useful 
purpose,  perform  an  ecological 
function,  in  making  the  stock 
market  more  efficient.  The  past 
few  years,  with  their  back-and- 
forth,  up-and-down  markets,  have 
been  mighty  good  to  some  of  the 
hedge  funds,  the  hedgies — those 
that  play  both  the  long  and  the 
short  side.  Our  story,  the  result  of 
interviews  across  the  country  by  Lee  and  Reporter-Researcher 
Matthew  Schifrin,  tells  why.  "Selling  short — why  it  works  and 
why  you  probably  shouldn't  do  it"  begins  on  page  99. 

. . .  And  then  there  were  many 

Are  you,  like  me,  old  enough  to  remember  fondly  such  pre- 
World  War  II  U.S.  auto  companies  as  Packard,  Studebaker, 
Hudson,  Nash,  Graham-Paige,  Hupmobile,  Auburn-Cord? 
Those  were  the  days  when  there  were  not  just  three  U.S.  auto 
companies  but  many.  No,  the  old  nameplates  aren't  rising  from 
the  dead,  but  there  are  again  eight  companies  making  autos  in 
the  U.S.,  and  there  soon  may  be  nine  or  more.  The  newcomers 
are,  of  course,  Japanese — with  one  German — but  the  fact  re- 
mains they  are  building  cars  here,  not  merely  assembling  im- 
ports, as  some  U.S.  automakers  contend.  What  does  this  mean 
for  the  Big  Three?  For  the  U.S.  consumer?  For  U.S.  workers? 
Midwest  Bureau  Manager  Barry  Stavro  assays  the  situation  in 
"Made  in  the  U.S.A."  on  page  50. 

Let's  look  at  the  record 

Boone  Pickens  says  he  is  a  champion  of  shareholder  rights,  and 
that  may  well  be  so,  but  he  runs  a  public  company,  so  it  is  fair  to 
ask  how  well  his  own  shareholders  have  done  of  late.  Staff 
Writer  Jack  Willoughby  answers  the  question  in  "Greenmail 
sharing."  Page  38. 

The  Blair  flair 

You've  got  to  admire  J.  Morton  Davis  of  the  D.H.  Blair  &  Co. 
brokerage  house.  He  took  a  run-down  outfit  and  built  it  into  a 
hot  underwriter  and  marketmaker  in  smallish,  young  compa- 
nies. There  is,  however,  a  good  deal  less  to  admire  in  the 
merchandise  Blair  peddles.  Its  stocks  tend  to  rate  much  higher 
on  fashion  than  on  fundamentals.  Staff  Writer  Lisa  Gubernick 
and  Reporter  Laura  Saunders  did  the  story,  "Designer  stocks," 
on  page  39. 

K^y  Editor 
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WHEN  HEWLETT-PACKARD 


AND  COSTS  ONLY  $495, 


THE  WORD  TRAVELED  FAST. 
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THINKJET. 


Hewlett-Packard  research  has  used  inkjet 
technology  to  make  me  Thinkjet  personal  com- 
puter printer  surprisingly  quiet  while  printing 
150  high  quality,  dot-matrix  characters  per  second 
for  text  or  graphics.  The  Thinkjet  printer  weighs 
only  6%  pounds  and  it  takes  up  just  a  bit  more 
room  than  your  telephone.  So,  it  can  work  right  on 
your  desk.  There's  even  a  battery-powered  model 
that  lets  you  print  anywhere.  And,  the  Thinkjet 
printer's  ink  supply  and  printhead  are  designed 
in  one  neat  disposable  unit  that  simply  clicks 
out  when  it's  time  to  change. 


The  Thinkjet  printer  will  work  with  most 
popular  personal  computers,  including  Hewlett- 
Packard,  IBM®  COMPAQ,™  TI®  or  Apple  He® 

Finally,  as  quiet,  fast  and  compact  as  the 
Thinkjet  printer  is,  it  still  has  one  more  feature 
that's  going  to  cause  a  commotion;  its  price. . . 
$495.00? 

See  the  entire  family  of  personal  computers, 
software  and  peripherals  at  your  authorized 
Hewlett-Packard  dealer. 

Call  (800)  FOR-HPPC  for  the  dealer 
nearest  you. 
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Edited  by  John  A.  Conway 


Fountains  are  back 

Soft  drinks  are  as  American  as  boy- 
meets-girl,  but  for  years  the  business 
has  grown  by  only  3%  or  4%  a  year. 
Last  year,  though,  soda  sales  grew  at  a 
faster,  5%  clip.  For  both  soft  drink 
giants,  Coca-Cola  and  Pepsi,  much  of 
the  new  growth  came  from  fountain 
sales — not  at  the  traditional  corner 
drugstore  (where  fountains  have 
largely  disappeared)  but  at  outlets  like 
McDonald's,  Burger  King  and  7-Elev- 
en.  Baskin  Robbins  will  now  sell 
Coke  fountain  products  in  its  ice 
cream  stores.  Coke's  fountain  take 
grew  by  10%  last  year,  accounting  for 
a  third  of  the  company's  U.S.  soft 
drink  sales.  The  potential  for  growth 
in  this  modern-day  fountain  market  is 
huge,  says  Larry  Cowart,  a  Coke  se- 
nior executive  vice  president.  Coke 
also  plans  to  push  soft  drinks  wjth 
breakfast  and  dinner,  instead  of  cof- 
fee, at  fast-food  chains. 

The  jumbo  flies  on 

Boeing  has  a  new  747  jumbo  jet  on  the 
way,  with  two  pilots  in  its  cockpit, 
instead  of  the  present  three.  The  up- 
dated version  will  use  the  "all-glass" 
technology  developed  for  the  twin- 
engine  Boeing  767  and  757,  with 
flight,  engine  and  navigation  data  pre- 
sented on  cathode  ray  tubes.  Experi- 
ence has  proved  the  designers'  claim 
that  computer-based  cockpits  are 
easier  to  fly  and  reduce  pilot  work- 
load. They  will  soon  do  more. 
Boeing's  chief  designer,  Joe  Sutter, 
says  that,  for  example,  wind  shear — a 
dangerous  shift  of  wind  direction  near 
the  ground — will  soon  be  picked  up  by 
onboard  computer  and  the  pilots  told 


how  to  fly  safely  through  it.  The  pi- 
lots' union  made  a  great  fuss  over 
two-man  cockpits  for  the  767  and  757 
but  uttered  not  a  peep  so  far  to  protest 
the  idea  of  a  500-seat  airliner  flown  by 
two  pilots.  (A  backup  pilot  is  likely  on 
long  international  flights.)  The  sales 
campaign  for  the  new  747,  which  is 
likely  to  fly  by  1988,  has  already  be- 
gun, with  Northwest  Orient  first  on 
Boeing's  list.  Airlines  will  have  to 
wait,  however,  for  an  update  of  the 
jumbo's  old-fashioned  wing.  New 
aerodynamics,  apart  perhaps  from 
lightening  the  tail  feathers,  will  not 
be  available  until  at  least  1992.  That's 
one  effect  of  Boeing's  dominance  in 
jumbos.  Another  is  that  Boeing  is  still 
selling  around  three  747s  a  month, 
more  than  even  its  salesmen  expect- 
ed, and  at  $100  million  a  copy — 
stripped. 

Baseball  and 
bubble  gum 

Baseball  cards  may  be  kid  stuff,  but 
they  are  also  big  business,  and  that 
means  worth  suing  about.  Topps, 
which  has  exclusive  rights  to  sell 
baseball  trading  cards  separately  or 
with  bubble  gum  or  other  candy,  ped- 
dles more  than  500  million  of  them 
every  year.  Back  in  the  Seventies  a 
rival  gum  firm,  Fleer,  sued  Topps  and 
the  Major  League  Baseball  Players  As- 
sociation, charging  them  with  mo- 
nopolizing the  card  business.  Fleer 
lost  that  case  on  appeal  in  1981.  Then, 
three  years  ago,  Topps  sued  Fleer,  ac- 
cusing the  latter  of  infringing  on  its 
rights  to  sell  player  cards.  The  two 
bubble-gum  rivals  settled  that  one  out 
of  court.  Meanwhile,  the  players'  as- 
sociation went  to  bat,  charging  Topps 
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A  Boeing  7  47  jumbo  jetliner 
If  it  ain't  broke,  don't  fix  it. 


with  monopolizing  the  business  and 
violating  the  antitrust  laws.  Last 
month  Judge  Jack  Weinstein  of  the 
U.S.  District  Court  for  the  Eastern 
District  of  New  York  ruled  in  favor  of 
Topps.  "Weinstein  obviated  the  ne- 
cessity of  a  long-drawn-out  trial," 
says  Martin  Shelton,  Topps'  attorney 
at  Shea  &  Gould.  Now  the  MLBPA 
plans  to  appeal.  So  the  battle  for  the 
pop-gum  market  goes  on. 

The  marriage  tax 

The  tax-law  change  to  ease  the  "mar- 
riage tax"  for  two-income  couples 
didn't  really  do  it.  Married  couples 
with  one  income  of  less  than  $32,000 
a  year  still  rate  a  windfall,  says  a  two- 
year  study  recently  completed  at  Tex- 
as A&M,  and  about  40%  of  44  million 
1983  joint  returns  filed  in  1983  were 
for  couples  in  that  category.  The  tax 
penalty  for  two-income  couples  with 
high  salaries  is  still  high,  and  it's 
worse  when  the  paychecks  are  equal, 
the  study  says.  (A  penalty  exists 
whenever  a  married  couple  pays  more 
than  an  identical  but  unmarried  one 
would  pay  on  the  same  income.)  The 
Economic  Recovery  Tax  Act  of  1981 
provided  a  deduction  of  10%  of  the 
adjusted  gross  income  of  the  lower 
wage  earner,  up  to  $3,000,  when  hus- 
band and  wife  both  work.  D.  Larry 
Crumbley,  who  headed  this  research, 
says  that  was  not  enough.  A  married 
couple  with  two  adjusted  incomes  of 
$25,000  each  would  pay  $9,681  in 
taxes,  he  says,  while  an  unmarried 
couple  earning  the  same  amounts 
would  pay  $1,135  less.  With  adjusted 
gross  incomes  of  $50,000  each,  the 
penalty  for  the  married  couple  is 
$3,190,  he  says.  The  tax  code  contains 
about  50  other  provisions  that  dis- 
criminate against  marriage,  he  adds, 
including  differences  in  zero-bracket 
amounts,  taxability  of  Social  Security 
benefits  and  available  deductions  and 
credits. 

Room  for  improvement 

With  costs  rising  and  families  shrink- 
ing, the  trend  should  be  toward  small- 
er, simpler  homes.  Right?  Wrong.  The 
Census  Bureau  says  the  median  size 
of  new  homes  was  a  record  1,605 
square  feet  last  year,  up  3%  from 
1983.  What's  more,  the  numbers 
showed  a  significant  increase  in  the 
percentage  of  new  homes  with  at  least 
2'/2  baths,  a  fireplace  and  a  two-car 
garage.  At  the  same  time,  condo  con- 
struction slipped  as  more  Americans 
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THE  WORD 

TRAVELED 

TWICE  AS  FAST. 

LASERJET. 


Now  you  can  print  an  entire  page  of  text 
in  just  7y2  seconds.  That's  the  equivalent  of  300 
characters  per  second.  The  LaserJet  personal 
computer  printer  can  do  it.  Hewlett-Packard  has 
brought  the  speed,  quiet  and  letter  quality  of 
laser  printing  to  the  personal  computer  user  for 
under  $3,500? 

The  LaserJet  printer  is  designed  for  Hewlett- 
Packard  personal  computers,  the  IBM®  PC,  PC 


compatibles  and  most  other  personal  computers. 

No  other  personal  computer  printer  is 
engineered  to  do  what  the  LaserJet  printer  can 
do  at  such  an  affordable  price.  But  then  consider 
where  it  came  from. 

See  the  entire  family  of  personal  computers, 
software  and  peripherals  at  your  authorized 
Hewlett-Packard  dealer.  Call  (800)  FOR-HPPC 
for  the  dealer  nearest  you. 
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rented  apartments  or  bought  one-fam- 
ily homes.  As  for  families,  a  survey  of 
1 1  metropolitan  markets  by  the  Chi- 
cago Title  Insurance  Co.  showed  the 
average  home-buying  family  dropping 
from  four  members  in  the  1960s  to 
two  or  three  today.  The  married-with- 
two-children  pattern  accounted  for 
less  than  30%  of  repeat  buyers  and 
less  than  20%  of  first-home  buyers 
last  year.  One  statistic  that  could  ex- 
plain the  paradox:  The  Chicago  sur- 
vey showed  two-income  families  in 
the  home-buying  population  up  from 
53.4%  in  1982  to  74.5%  in  1984. 

Under  the  hammer 

Say  "real  estate  auction"  and  you  con- 
jure up  an  image  of  bank  foreclosures. 
But  auctions  have  taken  on  a  new 
glow.  Kennedy-Wilson,  Inc.,  a  Santa 
Monica-based  realty  auction  house, 
says  its  business  is  up  more  than  ten- 
fold since  1980,  to  $107  million  last 
year.  This  year  it  expects  to  auction 
$200  million  of  property  in  17  states. 
Some  80%  of  that  is  for  developers, 
who  by  moving  properties  quickly 
can  hold  costs  down  20%  to  25%, 
says  William  Stevenson,  Kennedy- 
Wilson's  president,  and  pass  savings 
along  to  buyers.  That  helps  now,  he 
says,  because  real  estate  values  have 
been  flat  or  down  in  most  regions  for 
five  years,  while  interest  rates  are 
12%  to  13%  and  carrying  costs  are 
high.  Sheldon  F.  Good,  the  Chicago- 
based  real  estate  broker,  says  sales  at 
its  auction  division  have  grown  25%  a 
year  since  1980,  and  should  hit  $150 
million  this  year,  95%  to  developers. 
"Real  estate  was  an  investment  hedge 
in  the  Seventies,"  says  Gordon 
Greene,  head  of  Good's  auction,  "but 
now  the  investment  value  is  substan- 
tially reduced,  and  we've  returned  to 
reality."  Auctions  probably  account 
for  less  than  1%  of  real  estate  transac- 
tions now,  but  Greene  expects  that  to 
reach  5%  by  1990  and  keep  growing. 
(In  Australia,  by  comparison,  30%  to 
45%  of  real  estate  sales  are  made 
through  auctions,  he  notes.) 

Uncle  Sam's  unions 

Organized  labor  is  in  rough  shape.  Be- 
tween World  War  II  and  1980,  unions 
enjoyed  steadily  rising  membership, 
but  since  1980  they  have  lost  2.7  mil- 
lion members,  says  a  report  in  The 
Monthly  Labor  Review.  One  side  effect 
of  that  has  been  that  government 
workers  account  for  a  growing  per- 
centage of  the  nation's  union  mem- 


bers. Wage-and-salary  jobs  in  the  U.S. 
rose  4.4%  in  the  last  four  years,  to 
91.3  million,  the  study  says,  and  gov- 
ernment jobs  fell  by  1.9%,  to  15.7 
million.  The  ranks  of  card-carrying 
government  workers  also  fell,  by 
about  1.8%,  from  1980  to  1984,  but 
government  workers  last  year  ac- 
counted for  32.5%  of  U.S.  union 
members,  up  from  28.7%  in  1980. 

All  in  the  family 

Employers  might  secretly  yearn  for 
childless  workers  who  are  never  dis- 
tracted by  worries  about  baby-sitters 
or  Little  League  injuries,  but  many 
believe  employees  are  happier — even 
if  hassled — with  children  for  whom 
they  must  produce.  So  about  60  big 
firms  now  shoulder  part  of  the  costs 
for  employees  who  wish  to  adopt  chil- 
dren. Companies  such  as  IBM,  Time, 
G.D.  Searle,  Hallmark  Cards,  Procter 
&  Gamble,  Xerox  and  Dow  Chemical 
will  now  pay  $100  to  $2,000  to  help 
defray  court  and  legal  fees,  agency 
fees,  temporary  foster-child  care  and 
transportation  for  the  adopted  child, 
costs  that  typically  run  between 
$5,500  and  $6,000.  The  schemes  vary, 
some  allowing  the  use  of  sick  or  leave 
time  after  the  arrival  of  the  new  child, 
some  requiring  a  deductible.  The  self- 
administered,  company-insured  pro- 
grams create  good  employee  relations 
at  very  little  cost  and  trouble.  Em- 
ployees must  pay  income  taxes  on 
these  cash  reimbursements,  however, 
and  this  can  eat  away  up  to  25%  of  the 
benefit.  But  some  employers  will  pick 
up  the  tax  tab,  and  Uncle  Sam  allows 
a  $1,500  exemption  for  children  5 
years  or  older,  sibling  sets  and  handi- 
capped children. 

History  at  the  CIA 

Will  the  public  ever  read  about  Cen- 
tral Intelligence  Agency  maneuvers  in 
recent  U.S.  history?  The  CIA  is  think- 
ing about  it.  Since  the  Freedom  of 
Information  Act  was  passed  in  1966, 
the  agency  has  been  required  to  search 
all  files  for  FOIA  requests,  even 
though  it  has  not  had  to  release  de- 
tails on  sources  and  methods  of  gath- 
ering data.  That  became  a  problem  as 
the  number  of  requests  it  handled 
each  year  rose  into  the  thousands.  So 
last  year  Congress  exempted  the  agen- 
cy from  searching  through  its  "oper- 
ational" files  for  FOIA  requests.  But 
then  concern  arose  over  whether  the 
CIA  would  ever  release  sensitive  in- 
formation and,  if  so,  when.  Without 
it,  says  Professor  Gaddis  Smith  of 
Yale,  State  Department  accounts  of 
recent  U.S.  history  are  "like  Hamlet 
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Tfye  CIA's  William  Casey 
Do  spies  make  history? 

without  the  prince."  In  letters  to  Min- 
nesota Republican  David  Duren- 
berger,  now  chairman  of  the  Senate 
Select  Committee  on  Intelligence, 
CIA  Director  William  Casey  commit- 
ted the  agency  to  releasing  some  doc- 
uments, and  last  month  he  met  with 
Robert  M.  Warner,  archivist  of  the 
U.S.,  Dr.  John  Broderick  of  the  Library 
of  Congress  and  historians  from  Yale, 
Ohio  and  Northwestern  universities, 
who  will  make  formal  recommenda- 
tions on  how  to  proceed.  The  agency 
is  not  obliged  to  follow  their  advice, 
but,  says  chief  CIA  historian  Kenneth 
McDonald,  "The  consultations  were 
very  useful,  and  we  take  seriously  ev- 
erything that  was  proposed." 

How  much  gas? 

Natural  gas  supplies  are  ballooning 
now,  but  don't  write  off  the  chances 
of  a  shortage  in  the  1990s,  recom- 
mends a  new  report  by  the  Congres- 
sional Office  of  Technology  Assess- 
ment. Low  demand  and  prices,  says 
Steve  Plotkin,  who  ran  the  study, 
could  discourage  gas  exploration.  If 
they  are  pursued,  however,  the  avail- 
able options  make  him  "reasonably 
optimistic"  about  supplies  through 
the  year  2000.  Alternative  gas  sources 
include  "tight"  gas  in  dense  rock,  De- 
vonian shale  and  coalbed  methane. 
The  U.S.  could  also  draw  on  imports 
from  Canada  and  Mexico,  and  lique- 
fied gas  from  Algeria  if  market  prices 
were  high  enough.  Gas  from  Alaska  is 
also  a  possibility,  but  "for  the  imme- 
diate future,  the  economics  don't  look 
very  promising,"  Plotkin  says. 
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I   Introducing  the  Libertad. 
Mexico's  new  1  oz.  silver  coin. 

Ounce  for  ounce, 
there's  no  finer  way  to  invest. 


If  you  know  a  bit  about  precious  metals,  you  know  the 
importance  of  buying  silver  at  the  right  time.  This  could  be  it. 
But  important  also  is  the  form  and  source  of  the  silver  that 
you  buy.  Smart  investors  value  Mexico's  1  oz.  Silver  Libertad. 
When  you  see  why,  you  will  too. 

The  newest  way  to 
own  silver  is  one  of 
the  oldest  ways. 

Today  with  the  issue  of  The 
Libertad,  people  all  over  the  world 
can  once  again  enjoy  owning  silver 
the  way  they  used  to— in  convenient, 
portable,  coin  form. 

More  than  400  years  ago,  Mexico  minted 
the  first  silver  coins  in  the  New  World,  and  their  popularity 
in  America  was  so  great  that  they  were  legal  tender  in  the 
U.S.  for  some  years!  The  Libertad  from  Mexico  may  be 
new  to  investors  today,  but  it  comes  from  an  ancient  line  of 
internationally  prestigious  coins  minted  by  Casa  de  Moneda, 
the  oldest  mint  in  the  Western  Hemisphere. 

All  that  glitters  is  not  gold. 

Like  gold,  silver  has  been 
valued  throughout  the 
ages.  It  too  has  been 
highly  prized  for  its 
beauty,  and 
crafted 
into  jewelry 
and  tableware. 
But  unlike 
gold,  silver  is 
unique  for  its 
indispensable  uses 
in  major  modern 
industries  like 
computers,  electronics,  aviation  and  photogra 
phy  Traditionally  the  demand  for  silver  far  out 
strips  man's  ability  to  find  and  mine  new 
deposits,  and  this,  of  course,  supports  or 
increases  its  value. 


It's  what's  behind 
our  coin  that 
counts. 

Beyond  its 
historical  prestige, 
theres  more  be- 
hind the  1  oz.  Silver  Libertad  than  meets  the  eye.  Mexico's  is 
the  only  widely- circulated  silver  coin  that  is  legal  tender.  And 
that  makes  this  annually- dated,  non-restrike  1  oz.  silver  coin 
unlike  any  other  silver  coin  anywhere.  Mexico  is  the  world's 
largest  producer  of  silver,  and  the  world  prizes  it.  For  there  is 
no  finer,  purer  silver  to  be  found. 

The  purest  investment  anyone  can  make 
in  silver. 

In  buying  silver  coins,  we  make  the  choice  pure  and 
simple.  The  Libertad  contains  precisely  one  troy  ounce  of 
pure,  .999+  fine,  unadulterated  silver.  So  with  absolute  pre- 
cision, you  can  determine  the  value  of  your  Libertad  coins 
from  day  to  day. 
Simply  check  the 
price  of  silver  in 
your  newspaper. 
As  important, 
the  small  denomi- 
nation of  the  coin 
and  the  attractive 
price  of  silver  make 

it  possible  for  almost  anyone  to  start  a  silver  stockpile  ounce 
by  ounce,  coin  by  coin.  You  may  also  buy  them  by  the  bag  of 
500  or  in  iots  of  100  coins  and  save  on  premium  charges. 
Mexico's  loz.  Silver  Libertads  are  perfect 
for  the  smart  investor  who  has  an  appetite 
for  silver  in  a  liquid,  convenient 
form.  To  give  your 

portfolio  a  silver  lining, 
buy  The  Libertad. 

Now  available  at  coin  dealers, 
banks  and  brokerage 
houses. 


The  foz.  Silver  Libertad. 

Silver. .  .The  New  Opportunity 
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Chances  are,  you'd  pass  one  by  at  a  com- 
pany like  ours. 

Because  people  don't  expect  entrepre- 
neurs at  big  companies. 

We  have  them,  though.  Any  number  of 
entrepreneurially-minded  managers . 

And  their  kind  of  aggressive  thinking  is 
changing  the  very  character  of  our  company. 

It's  a  different  world  at  ITT  today. 

We've  taken  a  good  hard  look  at  what 
businesses  we  want  to  be  in. 

To  be  precise,  we  divested  $638  million 
worth  of  companies  in  1984  alone.  And  we're 
divesting  another  $1.7  billion. 

The  companies  that  remain  are  in  grow- 
ing businesses,  many  in  high  technology.  The 
kind  that  attract  entrepreneurs. 

These  businesses  include  telecommuni- 
cations, defense  systems,  insurance  and 
financial  services,  hotels,  and  a  select  number 
of  automotive,  electronic,  and  fluid  products. 

In  effect,  we've  streamlined  ITT  to  make 
us  more  responsive  to  the  marketplace. 

You  see,  we  think  unusual  new  opportu- 
nities exist  for  a  company  with  our  resources. 

And  the  right  entrepreneurial  spirit. 

Keep  current  on  ITT  Corporation. 
Phone  toll  free  1-800-DIAL-ITT  for  a  con- 
tinuously updated  message. 
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It's  a  different  world  today. 
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Flexible 
means. 

Consistent 
ends. 


The  Strong  Total  Return  Fund 
seeks: 

•  a  positive  return  year  after 
year,  and 

•  a  substantial  real  return 
over  time. 

In  its  efforts  to  achieve  these 
goals,  the  Fund  utilizes  a  flexible 
combination  of  stocks,  bonds, 
and  money  market  securities. 
This  realistic  and  risk-controlled 
investment  approach  makes  the 
Strong  Total  Return  Fund  an 
ideal  vehicle  for  many  employee 
retirement  plans  and  individual 
investors. 

Does  consistency  pay?  Past 
performance  is  no  guarantee  of 
future  success,  but  the  Fund's 
record  over  the  most  recent  three- 
year  period  placed  it  in  the  top 
ten  of  more  than  500  mutual 
funds  as  rated  by  Lipper  Ana- 
lytical Services. 

For  mure  information,  including  charges 
and  expenses,  send  tor  <i  FKr'h  prospectus 
Read  it  carefully  before  you  invest 

STRONG  TOTAL  RETURN  FUND 

%  Strung  CorneliusonCapital  Management,  Inc 
HIS  f  ,ist  Mason  Street,  Milwaukee,  WI  53202 

1  800  368-3863 
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JVC  faces  life 

Four  years  ago  Victor  Co.  of  Japan 
(JVC),  a  57-year-old  offshoot  of  RCA 
Victor,  owned  the  world's  videocas- 
sette  recorder  market.  Looking  ahead 
to  the  day  when  that  business  would 
level  off,  it  put  $25  million  into  a  new 
videodisk  labeled  VHD  (for  "video 
high  density")  and  was  bracing  to 
compete  with  rivals  like  RCA's  Selec- 
ta Vision  and  Philips  of  Holland's  Dis- 
coVision.  The  question  then  was — 
and  still  is — "Can  Japan  Victor  play  it 
again?"  (Forbes,  Jan.  19,  1981). 

JVC's  dominance  in  videocassette 
recorders  is  unchallenged.  Along  with 
its  licensees,  it  has  sold  more  than  60 
million  of  the  VHS  (for  "video  home 
system")  recorders  it  developed  and 
holds  an  estimated  60%  to  70%  of  the 
market.  JVC  introduced  its  recorder 
in  1976,  and  by  1982  its  earnings  were 
$101.5  million  (at  current  exchange 
rates),  141%  over  1980's  $42  million. 
For  fiscal  1983  (which  ended  in  March 
1984)  profits  dipped  11%,  and  when 
JVC  closed  its  books  last  month,  esti- 
mates are  they  stayed  flat.  With  63% 
of  sales  coming  from  video  products, 
JVC  has  felt  the  impact  of  the  price- 
cutting  rampant  in  recorders. 

In  1981  JVC  hoped  its  new  video- 
disks  would  keep  sales  at  fast  forward. 
The  disks,  however,  have  one  major 
drawback — they  can't  record.  Poor 
sales  for  both  RCA's  stylus-type  disk 
and  Philips'  laser  system  prompted 
JVC  to  hold  back  introducing  its  own 
modified  stylus  machine  in  the  U.S. 
RCA's  decision  to  drop  the  whole 
business  made  bringing  a  new  disk 
system  to  the  U.S.  even  riskier. 

Nonetheless,  JVC  began  selling 
disk  players  in  Japan  in  1983.  To  date 
it  has  lined  up  13  Japanese  companies, 
including  Sanyo,  Sharp,  Toshiba  and 
giant  Matsushita  (which  owns  50%  of 
JVC)  to  produce  them.  Thorn  EMI  is 
the  licensee  in  the  U.K.  So  far  JVC  has 
sold  250,000  units  in  Japan. 

Sales  in  Japan  have  been  helped  by 
some  offbeat  uses.  The  karaoke  bars, 
for  instance,  where  Japanese  business- 
men relax  after  hours,  use  VHD  for 
the  sing-alongs  that  have  become  pop- 
ular. The  revelers  get  music  and  a 
picture  that  includes  lyrics.  Restau- 
rants use  disk  images  on  outsize  TV 
screens  for  ambience. 

But  JVC  is  betting  on  personal  com- 
puters to  bring  VHD  into  its  own. 
Using  the  AHD  (for  audio  high-densi- 
ty disk)  system,  a  player  is  hooked  to  a 
computer.  Data  stored  digitally  on  the 
disk  can  be  accessed  at  random.  Data 
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cannot  be  altered  as  on  a  floppy  disk, 
but  a  JVC  disk  holds  several  thousand 
times  more  information. 

Meanwhile,  JVC  is  also  concentrat- 
ing on  those  60  million  recorders  al- 
ready sold.  Last  year  it  introduced 
VHS  VideoMovie,  a  single-unit  video 
camera  and  recorder  for  home  movies. 
And  instead  of  trying  to  sign  up  more 
manufacturers  for  its  VHS  machine, 
JVC  is  trying  to  add  frills  to  its  record- 
ers: a  portable  player,  for  example,  and 
high-fidelity  sound. 

"We  are  not  thinking  of  expanding 
the  members  of  the  group,"  explains 
Shizuo  Takano,  the  senior  managing 
director  who  headed  VHS  develop- 
ment. "We  will  emphasize  technolo- 
gy, features,  quality  and  service." 

The  restoration 

"I  feel  as  if  I've  helped  restore  the 
Bourbon  monarchy,"  says  attorney 
Henry  F.  Minnerop  of  New  York's 
Brown,  Wood,  Ivey,  Mitchell  &  Petty. 
Minnerop's  "restoration"  is  the  time- 
honored  lead  underwriter's  privity  de- 
fense ("If  I  didn't  actually  sell  it  to 
you,  you  cant  sue  me")  in  security 
sales.  Federal  District  Court  Judge 
Gerard  Goettel  of  the  Southern  Dis- 
trict of  New  York  had  upended  the 
privity  defense  last  year  in  a  case  in- 
volving Computer  Devices,  which 
collapsed  four  months  after  a  million- 
share  offering  (Forbes,  Oct.  22,  1984). 
In  a  suit  against  Minnerop's  client, 
lead  underwriter  A.G.  Becker  Paribas 
(now  part  of  Merrill  Lynch),  Judge 
Goettel  ruled  that  "substantial  par- 
ticipation" was  enough  for  a  suit. 
This  opened  up  lead  underwriters  to 
simple  negligence  cases  and  sent 
shock  waves  through  Wall  Street. 

But  after  hearing  new  arguments  by 
Minnerop,  the  judge  reversed  himself, 
swinging  back  into  line  with  most 
case  law  on  the  topic.  Only  if  Becker 
aided  and  abetted  in  a  fraud  could 
shareholders  who  didn't  actually  buy 
stock  from  the  firm  bring  suit. 

A  setback  for  the  small  sharehold- 
er? "He's  not  hurt,"  Minnerop  replies. 
"He  can  still  sue  the  person  he  bought 
the  stock  from.  And  if  he  feels  fraud 
was  involved,  he  can  sue  anyone  who 
had  anything  to  do  with  it  .  .  .  the  is- 
suers, the  directors,  the  auditors,  any 
other  expert — or  the  underwriter." 

Blood  stock 

Leslie  Combs  II,  the  84-year-old 
founder  of  Kentucky's  Spendthrift 
Farm,    is    still    trying   to   share    the 
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One  more  choice 

from  the  copier  that  gives  you 

a  multiple  choice. 


ZOOM 


Canon's  NP-155  and  brand  new 
NP-155F  copiers  give  you  more  choices. 
When  it  comes  to  reduction  and  enlargement, 
they  give  you  ZOOM.  Choose  from  a  continuous 
range  of  reductions  and  enlargements— from  65%  to 
142%— and  get  the  precise  image  size  you  want.  You 
can  also  choose  from  four  popular  preset  magnifications. 


The  new  NP-155F  gives  you  the  added 
convenience  of  a  built-in  document 
feeder  to  help  make  short  work  of 
big  copying  jobs.  Feed  in  any  size  original,  from 
letter  to  ledger.  In  addition,  the  NP-155  Series  offers 
standard  feeding  and  single-sheet  bypass  so  you  can 
get  two-sided  copies  and  copies  on  labels,  letterhead 
and  transparencies. 


COLO 

The  NP-155  Series  gives  you  a  choice  of 
copy  color  Pick  black,  brown  or  blue.  It's 
easy  to  change  copy  color  because  of 
exclusive  Canon  technology  like  the 
Color  Developer  System.  Let  one  of 
Canon's  multiple  choice  copiers  make 
your  copies  more  colorful! 

VALU 

It's  what  makes  the  NP-155  Series 
copiers  the  best  choice  of  all.  They 
simply  give  you  more  features  than  you'd 
expect  from  copiers  this  compact  and  afford 
able.  15  letter-size  copies  a  minute.  Copies  and 
originals  up  to  11"  x  17"  Automatic  exposure  for 
perfect  copies  everytime.  You  can  even  add  options 
such  as  a  10-bin  mini-sorter  and  an  automatic 
double  cassette  system.  With  the  introduction  of  the 
brand  new  Canon  NP-155F  the  multiple  choice 
copiers  are  also  the  clear  choice  in  copiers. 


Canon 

PLAIN  PAPER  COPIERS 


IMP 


155/155F 


©1985  Canon  U  SA  ,  Inc 


ALLTHAT 

GLITTERS 

ISN'T  9999 

GOLD. 


L 


The  Gold  Maple  Leaf  is  9999  pure,  solid  gold.  Other  coins  may  start  with 
solid  gold,  that  they  then  dilute  with  base  metal.  So  if  you're  investing  in 
gold,  invest  in  the  solid  gold  purity  of  the  Gold  Maple  Leaf. 

Canada's  Maple  Leaf 

THERE  IS  NO  SUBSTITUTE  FOR  PURTIY 

Call  800-331-1750  for  the  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  Operator  »  983. 

|      'iiio/ln  t|#    Royal  Canadian    Monnaie  'Oyaie 
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The  shortest  distance 
between  two  plants... 


Your  Jetstream  31  Executive  Shuttle! 

Start  your  company  airline  with  the  Jetstream  31— 

shuttle  busy  managers  point  to  point  in  pressurized  and  quiet 
comfort.  Above  most  weather  and  beyond  big  airport  hassles. 
In  a  cabin  built  for  19,  there  is  heads-up  roominess  for  a  dozen 
executives  to  work,  think  and  move  about  freely.  This  big, 
rugged  turboprop  is  cost-effective,  fuel-efficient  and 
airline -proven. 

ional  information,  call  British  Aerospace 
corporate  turboprop  sales,  703/435-9100. 


Inc.  Oifices  in  North  America: 
DC  »  Wilmington,  DE  •  New  V  rk  •  Chicago 
Houston  •  Los  Angeles  •  Montreal  •  Mexico  City 


Follow-Through 


wealth.  He  startled  the  racing  world 
before  World  War  II,  when  he  sold 
$10,000  shares  in  the  champion  sire 
Alibhai,  thus  letting  several  investors 
own  part  of  a  top  Thoroughbred  (and 
also  spreading  his  risks).  Two  years 
ago  he  and  his  son  Brownell  sold  32% 
of  Spendthrift,  home  to  Triple  Crown 
winners  Seattle  Slew  and  Affirmed, 
through  a  private  placement,  to  34 
investors  for  $33  million.  That  same 
year  he  made  a  public  offering  of 
650,000  shares — about  5%  of  the 
company — at  $12  (Forbes,  Follow- 
Through,  Dec.  19,  1983). 

So  far  Spendthrift  has  not  exactly 
burned  up  the  Wall  Street  track.  The 
farm's  sales  in  the  last  half  of  1984 
rose  93%,  to  $27  million,  over  the 

Bill  SttodeWoodfln  Camp 


At  home  on  Spendthrift  Farm 
Wall  Street  is  still  waiting. 

same  period  in  1983,  and  earnings 
more  than  doubled,  to  $5.3  million. 
The  stock,  however,  fell  from  the  $12 
offering  price  to  as  low  as  6  and  traded 
at  around  7lA  for  several  months.  Last 
month  the  •  Combses  moved  again, 
listing  the  stock  on  the  American 
Stock  Exchange.  Within  days  it 
sprinted  to  10 'A — still,  of  course,  15% 
less  than  the  original  price.  Brownell 
Combs  is  unfazed.  "The  financial 
community  does  not  understand  how 
we  operate,"  he  says.  "We  are  an  equi- 
ty growth  company,  not  an  earnings 
growth  company."  With  time,  he 
says,  Wall  Street  will  begin  to  under- 
stand. In  fact,  he  says  optimistically, 
the  Combses  do  not  rule  out  floating 
more  stock. 
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TWAs  FIRST  CLASS  SLEEPER-SEAT-  TO  EUROPE 

AND  THE  AMERICAN  EXPRESS®  CARD  PUT  YOU 

COMFORTABLY  AHEAD  OFTHE  CROWD. 

Success  has  its  rewards.  And  TWAs  First  Class  and 
the  American  Express  Card  are  two  rather  impressive 
examples. 

In  TWAs  First  Class  you  can  select  from  a  menu 
that  includes  caviar  and  champagne.  Entrees  like 
Chateaubriand.  And  vintage  wines  like  Puligny- 
Montrachet. 

Then  stretch  out  comfortably  in  a  Sleeper-Seat, 
and  sleep  the  flight  away. 

And  as  a  First  Class  passenger,  you'll  be  treated 
accordingly  from  the  moment  you  first  reach  the  air- 
port. With  a  separate  check-in  desk  for  your  con- 
venience. And  a  special  invitation  to  relax  in  TWAs 
Ambassadors  Club"  lounge  before  your  flight. 

And  when  you  take  the  American  Express  Card 
along,  you  have  an  ideal  travelling  companion.  Because 
it's  known  and  welcomed  all  over  the  world. 

So  you  can  use  it  to  pay  for  your  TWA  tickets,  your 
hotel,  rental  car,  meals - 
or  just  about  anything  else 
that  strikes  your  fancy  along 
the  way. 

And  of  course,  when  you 
carry  the  American  Express 
Card,  you  carry  all  the 
cachet  that  comes  with  it.  Don't  leave  home  without  it  * 

And  do  take  TWAs  First  Class  on  your  next 
trip  to  Europe.  It's  in  a  class  by  itself. 
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World's  most 
comfortable 

suit- 
Sansabelt! 
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You  get  more  than  impeccable 
styling  in  a  Sansabelt  Suit  — 
you  get  unique  comfort,  too. 
Here's  the  only  suit  with  the 
famous  waistband  that  moves 
when  you  move,  stretches  when 
you  stretch.  Style  and  comfort. 
Get  them  together  in  a 
Sansabelt  Suit! 
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Readers  Say 


The  deficit 

Sir:  Re  your  suggestion  that  Uncle 
Sam  levy  a  tax  on  imported  oil  and 
increase  the  tax  on  gasoline  as  a 
means  of  curbing  the  deficit  (Fact  and 
Comment,  Mar.  11).  Even  to  dream  that 
our  political  leaders  could  somehow 
keep  their  hands  off  this  newfound 
tax  money  and  apply  it  directly  to 
reducing  the  federal  deficit  is  absurd. 
— -James  C  McDonnell 
Stillwater,  Okla. 

Sir:  The  solution  to  the  budget  deficit 
is  simple:  Cut  federal  spending. 
— Dale  W.  Rogers 
Sunnyvale,  Calif. 

Sir:  When  property  owners  can't  meet 
mortgage  payments,  they're  asked  to 
sell  off  part  of  the  holdings  to  meet 
current  payments.  Uncle  Sam  owns 
one-third  of  the  U.S.A.  Let  Uncle  Sam 
sell  off  a  third  of  his  third  and  that 
will  eliminate  both  deficits  and  na- 
tional debt. 

Sell  the  White  House  and  Capitol  to 
John  Zaccaro;  then  freeze  the  rents. 
—W.M.  Buescher 
Pigeon  Forge,  Tenn. 


Computer  crime 

Sir:  Forbes  has  repeatedly  expressed 
dismay  over  the  lack  of  a  comprehen- 
sive federal  law  dealing  with  comput- 
er crime.  I  have  introduced  the  Com- 
puter Systems  Protection  Act  of  1985. 
This  bill  would  establish  federal 
criminal  penalties  for  those  who 
abuse  computers  owned  or  operated 
by  federally  insured  financial  institu- 
tions, or  those  that  operate  in  inter- 
state commerce.  It  would  provide 
much-needed  protection  for  the  valu- 
able economic  activity  performed  by 
these  entities. 
— Paul  Trible  (R-Va.) 
U.S.  Senate 
Washington,  DC. 


How  many  tears  for  SBA? 

Sir:  Your  article  about  the  Small  Busi- 
ness Administration,  "Rest  in 
peace?"  (Feb.  11),  was  right.  Other 
than  Washington  bureaucrats  and  the 
lending  institutions  that  earn  risk- 
free  interest  on  loans  guaranteed  by 
the  SBA,  closing  the  agency  will  at- 
tract few  mourners. 

And  for  good  reason.  Those  small 
businesses  that  rely  on  the  SBA  have 


high  default  rates  and  create  subsi- 
dized competition  for  99.8%  of  those 
small  businesses  struggling  to  suc- 
ceed on  their  own. 
— David  Dreier  (R-  Calif.) 
House  of  Representatives 
Washington,  DC. 

Sir:  Your  article  failed  to  recognize 
the  valuable  services  to  small  busi- 
nesses performed  at  little  expense  by 
the  SBA.  Thousands  of  men  and  wom- 
en attend  prebusiness  workshops  ev- 
ery month  to  help  them  start  busi- 
nesses. These  are  the  people  who  pro- 
vide the  economy's  additional  jobs. 
— Leland  G.  Clifford 
Detroit  SCORE  Director, 
Farmingtoti,  Mich. 


Volcker's  price 

Sir:  Re  "First  Priority — Economic 
Growth"  (Fact  and  Comment  II,  Feb. 
25).  I'm  sure  you  were  struck,  as  I  was, 
by  Volcker's  telling  Bob  Dole  that  if 
the  Senate  came  up  with  $50  billion 
in  deficit  reduction,  the  Fed  would 
drop  interest  rates  by  200  basis  points. 
If  the  Fed  would  allow  interest  rates 
to  lower  by  200  basis  points,  I'd  guar- 
antee him  $50  billion  shaved  from  the 
deficit. 

—Jack  Kemp  (R-N.Y.) 
House  of  Representatives 
Washington,  DC. 


Shepard  ShefbelL  Picture  Group 
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Fed  Chairman  Paul  Volcker 
Let's  make  a  deal. 


Still  not  fit? 

Sir:  That  Ed  Meese's  ethics  are  no 
worse  than  those  of  many  senators 
("Ed  Meese  Is  Going  To  Make  A  Bet- 
ter Attorney  General,"  Fact  and  Com- 
ment, Mar.  25)  hardly  proves  him  fit  to 
be  attorney  general.  The  hypocrisy  of 
the  pot  calling  the  kettle  black  hardly 
makes  the  kettle  any  less  black. 
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No  one  understands  the  needs 
of  growing  industries  like  the  Dutch* 

Whether  supplying  two-thirds  of  the  world's  cut 
flowers,  or  nurturing  the  latest  biotechnology 
discovery  to  fruition,  the  Dutch  have  a  way  of 
making  things  grow. 

Highly  educated.  Adaptable.  Resourceful. 
Multilingual.  And  Right  in  the  Center  of  Europe's 
major  markets.  The  Dutch. 

Put  your  company 

Right  in  the  Center. 

The  Netherlands.  I    'pnfpt* 


Rights 


The  Netherlands 


Netherlands  Industrial  Commission 

One  Rockefeller  Plaza,  New  York,  New  York  10020 

(212)  246-1434 


You  can't  imitate  excellence. 
You've  got  to  develop  it  for  yourself, 

It's  difficult  to  import  executive  success  from  Japan.  And  what  works 
for  America's  best-run  companies  might  not  work  at  all  for  yours. 
Today's  crisis-ridden  manager  needs  more  than  just  success  stories, 
mere  academic  theorizing,  or  simplistic  "quick  fixes."  Now,  CREATING 
EXCELLENCE,  a  revolutionary  but  highly  pragmatic  book  based  on  a 
program  of  six  essential  leadership  skills,  offers  a  step-by-step 
approach  on  how  to  actually  achieve  excellence. 


CREATING 
EXCEIimCE 

Afa/zagzrig Corporate  i 

Cit^use,  Sr/zztegx  and  Change   j 

in/neA&wstge  I 


CRAIG  R. 
HICKMAN 

President  of 

Bennett's 

Information 

Group,  a 

research  and 

consulting  firm. 


MICHAEL  A. 
SILVA 

President  and 
CEO  of 
The  Bennett 
Enterprises 


C/a&/?.///£/cma/7&A&fyae//t.  S/Aa 


$17  95 

An  NAL  BOOKS 

Hardcover 


Fortune  Book  Club  Main  Selection  •  Book-of-the-Month  Club  Alternate  Selection 
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CATCH  THE  EYE  OF 
YOUR  CUSTOMERS 

WITH  YOUR  OWN  MONTHLY  MAGAZINE 

You  can  have  your  own  customized,  full-color  magazine  for  not 
much  more  than  you'd  pay  to  produce  and  mail  a  first-class  letter.  Our 
prestigious  publications  will  put  your  name  in  front  of  existing  and 
potential  customers  month  after  month  at  a  cost  you  won't  believe 
possible. 

Let  us  customize  a  publication  for  you.  For  details,  call 
1-800-922-4600. 

MERIDIAN  PUELISHING  INC 

P.O.  Box  10010,  Ogden,  UT  84409 
Publisher  of  customized  corporate  magazines. 
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Readers  Say 


Your  words  pointing  out  the  many 
conflict-of-interest  situations  that 
senators  and  their  big  contributors  get 
involved  with  only  help  to  make  the 
case  for  public  financing  of  political 
campaigns. 
— Robert  Seegmiller 
Los  Alamos,  N.M. 


What  to  do  about  nukes 

Sir:  Surely  the  most  astonishing  exer- 
cise of  futility  is  [not,  as  you  main- 
tain, demonstrating  against  nuclear 
arms]  but  to  continue  to  manufacture 
and  deploy  more  nuclear  arms  every 
year  (Fact  and  Comment,  Feb.  25)  May- 
be we  can  never  put  that  genie  back 
into  the  bottle,  but  why  on  earth 
should  we  continue  to  release  more 
and  more  from  the  bottle? 
— Marilyn  Wilson 
Hillsboro,  Ore. 

Sir:  It  becomes  quite  frightening  to 
realize  that  one  Trident  submarine 
has  more  firepower  aboard  than  all 
the  tanks,  all  the  infantry,  all  the  air 
forces  combined  on  all  sides  during 
World  War  II. 
— Leo  Greenland 
New  York,  N.Y. 


Useful  experience 

Sir:  I  read  with  great  interest  Rita  G. 
Franz'  letter  to  you  ("Please  Don't 
Speak  At  Our  Second  Son's  Gradu- 
ation," Fact  and  Comment,  Feb.  25).  I 
became  intrigued  with  Fred  Franz'  ex- 
periences in  the  Far  East.  If  he  really  is 
fluent  in  the  Chinese  language  and  is 
able  to  write  it,  I  would  be  interested 
in  interviewing  him  for  a  job  working 
out  of  Hong  Kong  and  traveling  in  the 
People's  Republic  of  China. 
—William  W.  Locke 
Group  Vice  President, 
International  Operations 
Annstrong  World  Industries,  Inc. 
Lancaster,  Pa. 


I'm  sharing 

Sir:  Professor  Weitzman's  theory  of 
revenue-sharing  by  employees  (Mar. 
11)  seems  to  be  in  practice  already. 
During  the  last  eight  years,  the  CPI 
has  gone  up  about  65%  while  my  sala- 
ry has  increased  by  about  25% . 
— Lee  Ford 
Carmichael,  Calif. 
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Let  Hertz 

put  you  in  the 

airplane  seat. 

With  as  little  as  one  rental  from  Hertz,  you  can  get  incredibly 


low  airfares  to  many  great  destinations . 


Now  when  you  rent  a  compact  to  a  luxury  car  for  a  total  of  five  days  at  Hertz' 
Affordable  Daily™  rates  (one  rental  of  five  days,  five  one-day  rentals  or  any 
combination)  you'll  be  entitled  to  unbelievable  airfares  throughout  the  continen- 
tal U.S.,  and  to  Hawaii*  (Honolulu),  Europe,*  Mexico  and  the  Caribbean  on 
our  participating  airlines. 

For  instance,  if  you  send  us  your  rental  agreement(s)  plus  $49.95,  we'll  send 
you  a  certificate  good  for  air  travel  to  almost  anywhere  in  the  country. 

For  only  $29.95  you  can  fly  to  Florida  (one-way  to  or  from  New  York, 
Philadelphia,  Washington,  D.C.,  Newark  and  Baltimore).  For  $79.95,  to  the 
Caribbean.  And  for  just  $149.95,  you  can  fly  to  Hawaii  or  Europe.  You  can  even 
shuttle  between  New  York  and  Boston  and  New  York  and 
Washington,  D.C.  for  just  $19.95. 

What's  more,  you'll  continue  to  earn  frequent  flyer  mile- 
age for  your  rentals  if  you're  enrolled  with  any  of  our  partici- 
pating airlines. 

Restrictions  and  conditions  apply.  So  ask  for  our  brochure 
with  full  details  at  your  Hertz  counter. 

Because  now  the  #1  way  to  rent  a  car  is  also  the  #1  way  to  fly. 


Hertz 


Thel  way  to  rent  a  car: 


*-£3k«sr 


CARIBBEAN 


EUROPE 


Hertz  rents  Fords  and  other  fine  cars. 
European  travel  must  be  between  September  15, 1985  and  May  22, 1986.  Hawaiian  travel  must  commence  afier  September  7, 1985. 
Participation  limited  to  individuals  permanently  residing  in  the  US.  renting  Hertz  Class  B  cars  and  above  from  U.S.  corporate  and  participating  licensee  locations.  Rentals  must  be  at  the 
Hertz  Affordable  daily  rate  which  has  not  been  discounted.  Rentals  must  end  no  later  than  August  31, 1985 .  Ren  als  at  any  other  Hertz  rale  including  Hertz  Weekly,  Monthly  and  Weekend 
Affordable  rates,  do  not  qualify  for  this  program.  U.S.  Caribbean  and  Mexican  travel  must  be  completed  by  June  30, 1986.  Airline  seats  subject  to  availability  and  blackout  periods  may 
apply  Hertz  reserves  the  right  to  substitute  awards  of  the  same  price  from  participating  airlines  and  to  designate  European  destinations.  Corporation  and/or  other  entities  are  not  eligible  to 
participate.  Rentals  must  comply  with  Hertz  Affordable  daily  rate  terms  and  conditions.  This  offer  can  no:  be  combined  with  any  other  offers  or  programs,  is  subject  to  change  without 
notice  and  is  void  where  prohibited  or  restricted  by  law.  For  full  details  of  terms,  restrictions  and  conditions,  ask  for  a  copy  of  the  Hertz  brochure  at  your  nearest  Hertz  counter. 
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We  don't  refuse  Fortune 
500  companies  when  they 
come  to  us  for  capital. 

That's  unthinkable. 

By  the  same  token,  we 
don't  turn  our  backs  on 
companies  whose  fortunes 
have  yet  to  be  made. 

For  one  very  good  reason. 

Small  companies  have  a 
way  of  turning  into  big 


companies  overnight. 

And,  along  the  way,  the 
million  dollar  deals  become 
multi-million  dollar  deals. 
Or  even  billion  dollar  deals. 

The  way  we  see  it,  promis- 
ing young  firms  are  long  on 
vision.They're  chock  full  of 
brilliant  ideas.  And  enthusi- 
asm they  have  plenty  of. 

All  they  need  is  someone 


to  lend  them  support. 

If  your  company  sounds 
like  that,  give  Andrew  Frost 
a  call  at  (212)  480-4972. 

And  if  you're  still  skep- 
tical, consider  MCI,  Charter 
Medical,  Golden  Nugget,  or 
Kinder-Care.  Right  now, 
they're  some  of  our  biggest 
clients.  At  one  time,  they 
were  among  our  smallest. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 


Member  SI  PC 
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This  is  America's  fastest  selling 
European  sedan. 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


ON  THE  ONE  HAND,  SOME  BANKERS  MIGHT  DO  BETTER 


in  some  other  business.  On  the  other  hand,  some  of  these 
bankers  might  do  better  if  they  were  sharper  at  the  busi- 
ness they're  in. 

This  unprofound  thought  came  to  mind  when  contem- 
plating the  extraordinary  range  of  problems  facing  these 
besieged  Pillars  of  the  Community.  Foregoing  foreclosing 
souring-to-soured  loans,  though,  will  help  minimize  one 
of  the  industry's  rampant  viruses.  If  they  want  to 
maximize  such  profit  sheet  ravages,  just  try  foreclosing 
on,  then  running  a  gamut  of  businesses  they're  even  less 
apt  at. 

During  the  Great  Depression,  many  major  banks  found 
themselves  trying  to  operate  businesses  which  defaulted, 
for  whom  the  banks  could  find  no  buyers.  Young  Chase 


vice  presidents  were  in  Hollywood  trying  to  run  movie 
studios.  Other  vice  presidents,  young  and  old,  in  other 
banks  became  temporary  CEOs  in  all  sorts  of  undertakings 
where  liquidating  would  get  so  little  that  keeping  an  outfit 
alive  seemed  worth  a  try. 

I  don't  recall  the  banks'  batting  averages,  but  for  sure 
they  didn't  all  strike  out.  On  balance,  the  balance  sheets 
ended  up  sizably  greater  in  due  course  than  liquidating 
would  have.  But  that  Depression  was  total.  Everyone  was 
hurting,  struggling. 

My  feeling  is  that  today's  bankers  might  do  better  being 
better  bankers  than  trying  to  make  bad  loans  good  running 
businesses  they  apparently  knew  too  little  about  when 
they  made  the  loans  in  the  first  place. 


CHINA'S  DENG  IS  ONE  SMART  COOKIE 

As  a  vibrant  economic  ideology,  the  communist  cookie  mixing  a  new  batter  that  puts  the  yeast  of  incentive  into 
crumbles  everywhere.  The  Kremlin  is  trying  to  reheat  a  their  red  batter.  Today  Confucius  says,  "Cook  with  Cap- 
Marxism  that's  ossified  with  age.  But  China's  leaders  are     italist  Gas." 


KOCH  HAS  HIS  PRIORITIES 

Dostoevsky's  Crime  and  Punishment  has  been  a  classic 
since  it  was  written  in  1866. 

Today's  classic  tale  is  of  crime  without  punishment. 

In  most  U.S.  cities  crime  is  out  of  hand  because  the 
apprehended  are  often  out  of  court  in  less  time  than  it 
takes  to  bring  them  in.  New  York's  Mayor  Koch  put  the 
starkness  of  the  problem  in  the  most  gutsy  way:  "The  two 
top  priorities  for  us  are  education  and  law  enforcement.  If  I 
had  to  deal  with  only  one,  if  I  had  to  make  a  choice,  it 
would  be  to  punish  the  criminals. 

"Nobody  goes  out  and  commits  a  crime  because  they  are 


STRAIGHT:  PUNISH  CRIME 

hungry  today.  It's  baloney.  Nobody  goes  out  and  commits 
a  crime  because  there  is  no  bread  on  the  table. 

"So  why  do  people  overwhelmingly  commit  crimes? 
Because  you  have  better  odds  of  not  getting  caught  than 
you  do  at  the  racetrack.  If  you  have  500,000  or  more 
felonies  committed,  only  100,000  of  them  end  in  arrests 
and  only  2%  go  to  jail.  Those  are  damned  good  odds." 

To  liberal  critics  who  expressed  hackneyed  horror  that, 
even  in  extremis,  money  for  criminal  punishment  and 
parole  supervision  might  temporarily  come  ahead  of  edu- 
cation, the  Mayor  observed,  "Are  you  saying  that  because 
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people  don't  have  an  education  and  are  poor,  that  they  are 
going  to  turn  to  crime?  I  don't  believe  that.  Most  poor 
people  don't  commit  crimes." 

Asked  if  he  believed  there  should  be  a  limit  on  the 
number  of  costly  new  prison  cells  constructed,  the  Mayor 
replied,  "None,  and  I'll  tell  you  why.  What  good  does  it  do 
to  provide  for  every  other  social  service  that  people  want  if 

THE  LULL  IS  AS  VITAL  AS 

Doers  tend  to  find  periods  of  pause  frustrating. 
So  regarded,  they  are.  Isn't  it  unintelligent,  though,  not 
to  realize  the  power  of  pause? 
You  know,  stunning  music  is  so  when  crescendos  sud- 


they  fear  correctly  that  they  can't  walk  the  streets  and  ride 
the  subways  and  be  safe  in  their  homes?" 

The  odds  are  bad  enough  against  crime  committers' 
being  caught,  but  when  such  odds  are  combined  with 
further  overwhelming  odds  against  the  courts'  meting  out 
any  punishment  even  after  conviction,  how  can  any  city 
possibly  expect  to  cope  with  crime? 

WHAT  IT  COMES  BETWEEN 

denly  still,  when  outpourings  of  sound  turn  to  a  trickle. 

Strengths  are  multiplied  by  a  bit  of  rest.  Like  love,  life 
can't  be  all  climax.  Love  the  lulls  if  you  want  more  highs. 

As  Coca-Cola  used  to  say,  it's  the  pause  that  refreshes. 


C&ltoSaluialibAte.' 


OCCASIONALLY  DIRECT  MAIL  PITCHES  ARE  CLEVER  ENOUGH 

to  get  read  before  they're  pitched.  This 
one  (left),  for  instance,  from  a  local 
Chevrolet  dealer. 

On  opening  the  card,  there's  a  Scotch- 
taped  cotter  pin  plus  this  copy: 

"And  I  can  deliver  the  other  15,692 
parts  at  big  savings  right  now! 

"Come  in  and  see  your  new  car  and 
let  me  show  you  how  little  it  will  cost 
if  you  trade  today!  Bring  your  cotter  pin 
and  ask  for  me!" 


\oV  tloWcMH  H>rT 
of  a  PeauJiFi/L 

NeWCaR/ 


TOM  WOLFE'S  INIMITABLE  IMAGERY 


More  brilliantly  than  any  other  writer  I  know,  Tom  Wolfe 
has  pen-pinned  the  tides  that  have  moved  the  younger 
generations  of  our  times.  In  the  course  of  some  freshly 
perceptive  remarks  about  fiction  and  magazines,  he  made  a 


pertinent  reference  to  the  bulk  of  today's  Big  Ten  football 
players,  tossing  out  a  simile  that  surely  belongs  in  the  Simile 
Hall  of  Perpetuity:  "They  cross  the  campus  in  clusters, 
looking  like  Stonehenge  might  during  an  earthquake." 


FIRSTS  ARE  FUN,  NO  MATTER  WHAT  IN,  AT  OR  FOR 


Can  you  think  of  anyone  who  doesn't  get  a  kick  out  of 
being  first  at  something?  If  you  can't  be  first  in  the  class, 
f'r  instance,  you  can  try  to  be  the  first  out  of  the 
classroom.  If  you  can't  manage  to  be  first  on  the  job,  you 
maybe  have  a  better  chance  to  be  first  out  of  it. 

All  of  which  preamble  is  simply  to 
provide  an  excuse  to  mention  and  illus- 
trate our  most  recent  first.  These  are 
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pictures  of  the  first  hot-air-balloon  flight  in  Fiji  and  the 
maiden  voyage  of  the  newest  Forbes  Capitalist  Tool 
balloon.  Because  Fiji  is  a  nation  of  322  islands,  there's 
water,  water  everywhere,  so  to  speak,  and  so  it  involved 
a  bit  of  moral  and  physical  courage  on  the  part  of  the 
Governor  General  of  Fiji,  Ratu  Sir  Pen- 
aia  Ganilau,  to  be  our  distinguished 
passenger  on  this  happy  occasion. 


WILL  Wt  Aft UP ANP FLW6 5/K    BUT /M  CA/SNCO  IF/  IS/OW  WAT 

HAPPENepjo  pif&sY  /ff£#r7&  &er  me  c#ampa&v£~ 
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"Moira"  in  Fiji's  first  balloon  flight 


Fiji's  Corernor  General,  MSF aloft 


Fiji  Sunday  Times  ?ioles  ascent 
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I  FIRST  SAW  WINGS  OVER  HALF  A  CENTURY  AGO 


it  was  the  epic — the  greatest,  most  spectacular  motion  picture 
ever  made.  It  had  remained  in  those  proportions  in  my  own 
mind  ever  since  1928. 

But  when — on  videotape — I  saw  Wings  for  the  second  time, 
instead  of  renewing  the  memory,  it  pretty  well  shattered  it. 

The  overacting  required  when  Stars  had  to  act  out  what 
couldn't  be  talked  out,  the  "spectacular"  reenactments  of  dog- 
fights and  battlefield  scenes — so  vaunted  then  and  hauntingly  in 
memory — now  seem  quaint. 

If  your  personal  memories  of  yesteryear's  great  films  are 
treasured,  keep  the  memory. 

Don't  buy  the  videotape. 


SPEAKING  OF  MOVIE  MEMORY  DISILLUSIONMENTS 


it's  equally  startling  to  realize  what  time  does  to  the  Stars 
who  used  to  light  up  our  eyes.  As  a  subteener,  I  remember 
vividly  the  furtiveness  required  for  us  kids  to  catch  that 
Twenties-famous  sex  cat,  Clara  Bow,  being  It. 

As  teeners,  though,  we  tended  to  place  Myrna  Loy  at  the 
top  of  our  polls.  So  it  was  warming,  nostalgic  fun  to  see  her 


recently  honored  at  79  by  the  Academy  of  Motion  Picture 
Arts  &  Sciences. 

Somehow,  it's  easier  to  allow  the  turn-on  Stars  of  our 
young  years  to  grow  old.  Maybe  it's  because  we've  been 
doing  the  same  and,  perforce,  we  develop  a  creeping  toler- 
ance for  the  unavoidable. 


EVEN  MISANTHROPY 

has  to  be  refueled. 


IT  TAKES  TWO 

to  make  a  world. 


Elvis  Is  Dead 

AndlDontFeel 
So  Good  Myself 


BOOKS 

•  Elvis  Is  Dead  and  I  Don't  Feel  So 
Good  Myself — by  Lewis  Grizzard 
(Peachtree  Publishers,  $11.95).  "I  am 

t  thirty-eight  years   old — it's  approxi- 

mately half  time  of  the  promised  three 
score  and  ten — and  I  don't  have  any 
idea  what  is  taking  place  around  me 
anymore,"  observes  this  trenchant 
observer.  We  all  go  through  this  midlife  crisis,  recalling 
what  was,  which  never  was  quite  as  we  recall  it.  We  try  to 
find  where  and  how  or  even  if  we  can  plant  our  feet  in  the 
present,  which  is,  almost  by  definition,  always  quicksand. 
Lewis  Grizzard,  though,  articulates  his  then  and  now  and 
tomorrow  musings  in  such  a  warmly  chuckleful  way  it's 
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no  wonder  this  is  a  runaway  bestseller. 

Excerpts:  "Elvis  is  dead, "  he  said.  Elvis  is  dead.  The  words 
didn't  fit  somehow.  The  queen  of  England  is  dead.  There 
has  been  a  revolution  in  South  America  and  the  dictator 
is  dead.  But  if  Elvis  Presley  was  42  and  old  enough  to  die, 
what  did  that  say  about  me  and  the  generation  he  had 
captured!  He  had  been  our  liberator.  He  played  the  back- 
ground music  while  we  grew  up.  Suddenly,  I  didn  't  feel  so 
good  myself.  .  .  .  In  these  permissive  times,  a  kid  can 
always  just-one-more  his  parents.  .  .  .  I  was  of  the  belief 
that  a  good  heart  would  get  you  a  just  reward  in  the 
afterlife  as  quick  as  anything  else.  .  .  .  If  I  could  have  the 
good  times  back,  I  would  bring  back  1962.  At  least,  most 
of  it.  I  was  16  then.  I  had  my  driver's  license,  a  blonde 
girlfriend,  and  my  mother  awakened  me  in  the  mornings 


and  fed  me  at  night.  ...  7  honestly  didn't  think  that  the 
music  and  the  people  who  made  it  could  get  worse  than  it 
was  during  the  seventies,  but  what  currently  is  regarded 
as  "rock"  is  totally  beyond  me.  It's  music  to  throw  up  by. 
It's  revenge  of  the  nerds. 
•  Happy  Birthday  Bach — by 
Seymour  Chwast  and  Peter 
Schickele  (Dolphin  Books, 
$12.95).  Tempus  has  fugued 
for  Bach — but  on  this,  his 
300th,  anniversary,  he  has 
more  musical  clout  than  dur- 
ing his  heyday.  From  hoe- 
down  to  classical  to  rock,  it's, 
all      Bach.      This      Chwast/ 


1982,  1983  Bach  breakin 

Schickele  colorful  cartoon  salute  is  very  punny  funny — 
pun  and  contrapun-tal,  you  might  say.      Excerpts: 


1816  High  Bach  Chair 


1883-1888  Acrobachs 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Honey  Pot 

Price  supports  given  to  the  honey 
industry  last  year:  $94,000,000. 

Value  of  the  honey  crop: 
$94,000,000. 

— Manhattan,  inc. 

In  Essence 

Newton  Minow,  59,  attorney  and 
former  FCC  chairman,  on  his  study  of 
the  legal  systems  of  four  European 
countries:  "In  Germany,  under  the 
law  everything  is  prohibited  except 
that  which  is  permitted.  In  France, 
under  the  law  everything  is  permitted 
except  that  which  is  prohibited.  In  the 
Soviet  Union,  everything  is  prohibit- 
ed, including  that  which  is  permitted. 
And  in  Italy,  under  the  law  everything 
is  permitted,  especially  that  which  is 
prohibited." 

— Time 

Suing  Suicide 

Tales  about  people  filing  and  win- 
ning seemingly  far-fetched  personal 
injury  cases — tort  suits  in  legal  jar- 
gon— circulate  at  cocktail  parties  and 
enliven  office  talk.  Some  are  apocry- 
phal. Others  are  quite  true,  such  as 
the  one  about  an  overweight  man  who 
had  a  heart  attack  trying  to  start  the 
engine  of  a  lawn  mower.  He  won  a 
$1.75  million  jury  award  against 
Sears,  Roebuck  &  Co.,  which  sold 
him  the  mower,  on  the  ground  that 
the  starter  rope  was  too  hard  to  pull. 

"If  it  was  real  easy  to  pull  the  rope, 
they  probably  would  have  been  sub- 
ject to  liability  because  a  child  could 


have  pulled  it,"  says  Victor  E. 
Schwartz,  Washington  counsel  for  a 
business  coalition  called  the  Product 
Liability  Alliance. 

— Stuart  Taylor  Jr., 
New  York  Times 


Before  you  cry  too  loudly 
for  tax  reform,  just 
remember — the  ox  you  gore 
may  be  your  own. 

— Michael  K.  Evans, 
economist,  quoted  in  GQ 


It's  a  Crime! 

In  a  January  1981  investigative  re- 
port by  E.R.  Shipp  and  Joseph  P.  Fried 
of  the  New  York  Times:  "Ninety-nine 
of  every  hundred  people  arrested  on 
felony  charges  in  New  York  City  nev- 
er serve  a  state  prison  term,  and  more 
than  eighty  are  not  even  prosecuted  as 
felons."  All  but  the  most  serious  felo- 
nies were  usually  plea-bargained 
down  to  misdemeanor  charges. 

— The  Underclass,  by  Ken  Auletta 

Off  with  Their  Heads 

The  Dutch  are  pragmatists.  They 
create  beauty,  yet  they  recognize  that 
it  must  be  destroyed.  We  had  further 
evidence  of  this  when  we  returned  to 
the  tulip  fields.  For  the  bulbs  to  devel- 
op fully,  the  plants  must  not  be  al- 
lowed to  waste  their  energy  growing 
seeds.  And  so,  the  flowers  are  decapi- 
tated; machines  were  rolling  up  and 
down    rows    cutting    off    blossoms, 


See  what  ready  beginning  to  happen. 


which  were  being  thrown  into  colorful 
piles.  And  it  is  not  only  tulips  that  are 
beheaded;  hyacinths  and  daffodils  suf- 
fer a  similar  fate.  Most  of  these  flowers 
are  discarded,  but  some  are  saved  and 
strung  together  in  six-foot-long  gar- 
lands. Passing  motorists  buy  them  and 
tie  them  to  the  hoods  of  their  cars  as 
souvenirs  of  spring. 

— National  Geographic  Traveler 

An  $8  Billion  "Save" 

Amtrak — This  little  railroad  has 
cost  taxpayers  $9  billion,  and  if  it  isn't 
put  out  of  business  it  will  cost  an- 
other $8  billion  over  the  next  decade. 
Only  2%  of  intercity  passengers  use 
it,  each  receiving  a  $36.30  taxpayer 
subsidy.  It  would  be  far  cheaper  for 
Congress  to  simply  donate  a  bus  or  air 
ticket  to  many  of  these  travelers,  says 
OMB.  Senate  Budget  voted  to  contin- 
ue subsidizing  it  at  the  rate  of  $700 
million  a  year. 

— Wall  Street  Journal  editorial 

Unmade  Mind 

One  advantage  of  corduroy  is  the 
richness  it  gives  to  colors.  The  piled 
fibers  absorb  and  reflect  the  light  by 
turns,  alternating  deep  and  pale  hues 
and  giving  the  cloth  its  unique  luster. 
Brown,  tan  and  olive  are  the  original, 
classic  corduroy  colors,  and  when  I 
say  classic  I  mean  specifically  trou- 
sers, not  jackets  and  certainly  not 
suits.  A  corduroy  suit  is  a  contradic- 
tion. Suits  are  dressy;  corduroy  is  not. 
The  man  who  wears  a  corduroy  suit 
looks  as  though  he  cannot  make  up 
his  mind  how  he  wants  to  dress. 

The  department  head  of  a  smart 
Madison  Avenue  men's  shop,  speak- 
ing of  corduroy  trousers  in  general, 
attempted  to  tell  me  why  they  were 
superior  to  blue  jeans.  Corduroys,  he 
said,  are  more  refined;  they  enjoy 
higher  status.  "The  better  customer 
wears  corduroys,  which  we  carry;  the 
others  wear  jeans,  which  we  do  not." 
— John  Berendt,  Esquire 

No  Response 

Patricia  Goldman,  the  vice  chair- 
man of  the  National  Transportation 
Safety  Board,  tells  a  story  about  a 
stewardess  who,  frustrated  by  passen- 
ger inattentiveness  during  her  what- 
to-do-in-an-emergency  talk  at  the  be- 
ginning of  each  flight,  changed  the 
wording  and  said,  "When  the  mask 
drops  down  in  front  of  you,  place  it 
over  your  navel  and  continue  to 
breathe  normally."  Not  a  single  pas- 
senger noticed. 

— Washington  Monthly 
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TOUGH  CCBERS. 


Copier  customers  are  tough! 
After  all,  when  you're  responsible 
for  the  copiers  used  in  your 
company,  it's  really  your  image 
that's  on  the  line.  So  you  will  be 
interested  to  know  why  more  and 
more  of  America's  Fortune  500 
companies  are  making  Royal 
Copiers  their  choice. 

These  demanding  companies  are 
choosing' Royal  Copiers  because  of 
the  company  that  stands  behind 
them.  Royal  has  been  providing 
quality  office  machines  to  tough 
customers  for  over  80  years. 
During  this  period,  Royal  has  built 
one  of  the  most  professional  and 


responsive  nationwide  sales  and 
service  networks  in  the  industry. 

Royal  will  work  with  you 
personally  like  no  other  copier 
company.  We'il  create  a  customized 
acquisition  plan  to  meet  your 

ROYAL  COPIERS 

needs.  We  will  prepare  individual- 
ized management  information 
reports  to  help  you  more  effec- 
tively manage  your  copier  installa- 
tions. Simply,  Royal  is  prepared  to 
do  whatever  it  takes  to  be  your 
tough  copier  company. 


The  fact  that  Royal  Copiers  earn 
the  highest  marks  for  reliability 
and  performance  just  isn't  good 
enough  for  us. 

You're  tough!  We're  tough!  We 
have  to  be,  our  81  year  heritage 
demands  it. 

Call  the  Royal  hot  line  now, 
toll-free,  1-800-528-6050 
ext.  2246. 


ROYAL 

BUSINESS  MACHINES,  INC. 


A  Tfiumph-Adier  North  America  Company 


When  the  need  is  critical, 
the  Copier  is  Royal. 


Royal  is  a  registered  trademark  of  Royal  Business  Machines,  Inc.  ©  1985 


YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels. 
Plus,  you  get  Guest  Quarters'  answer  to  room 
service:  Suite  Service.  We  can  serve 
you  a  gourmet  dinner,  cater  your  party 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 
have  never  stayed  at  Guest 
Quarters  before,  will  never 
stay  anyplace 
else  again. 


THE  ALL  SUITE  HOTELS 


Call  toll  free 


800  424-2900 

In  Washington.  DC.  call  861-6610 
or  call  your  travel  consultant 
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WASHINGTON,  DC 

801  New  Hampshire  Ave.  N.W. 
2500  Pennsylvania  Ave.  N.W 


HOUSTON,  TX 

5353WesthelmerRd 


ATLANTA,  GA 

1 1 1  Perimeter  Center  West 
7000  Roswell  Rd. 


ALEXANDRIA,  VA      GREENSBORO,  NC      TAMPA,  FL 

100  S  Reynolds  St.  5929  W.  Friendly  Ave.  555  N.  Westshore  Blvd 


CHARLOTTE 

6300  Morrison  Bl 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


INDIA'S  GOOD  NEWS  IS  GOOD  FOR  US,  TOO 


India's  new  prime  minister,  Rajiv  Gandhi,  is  making 
economic  changes  that  will  be  profoundly  good  for  his 
country,  the  Third  World  and,  surprisingly,  for  the  U.S. 
and  its  Western  allies. 

He  is  shaking  off  a  British  legacy  that  has  hobbled  his 
country  since  its  independence — so-called  Fabian  social- 
ism, which  dominated  British  intellectual 
thinking  for  most  of  this  century.  The  notions 
that  a  powerful  central  government  knows 
best,  that  a  free  market  merely  unleashes  de- 
structive greed,  that  a  rigid  bureaucratic  plan  is 
the  sure  path  to  justice  and  prosperity,  held  a 
vise-like  grip  on  Nehru  and  his  successors. 

By  going  for  extensive  economic  controls  and 
confiscatory  taxation  after  achieving  indepen- 
dence in  1947,  India  set  a  horrible  example  for  developing 
countries.  Newly  emerging  nations  in  Africa  and  Asia,  not 
to  mention  older  states  in  Latin  America,  eagerly  followed 
suit.  As  Nobel  Prize-winning  economist  Friedrich  Hayek 
put  it  to  Forbes  years  ago:  "The  best  case  of  complete 
failure,  thanks  to  too  much  planning,  is  India,  where  every 
mistake  that  could  be  made  was  made.  I  avoid  going  to  India 
because  I  find  it  so  uncongenial  and  depressing."  Hayek 
would  find  a  happier  climate  today. 

Personal  income  taxes  have  been  slashed  in  Rajiv's  new 
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budget.  Estate  taxes  have  been  eliminated.  Restrictions  on 
business  investments  have  been  eased.  India  still  remains 
highly  regulated,  but  the  new  trend  is  right. 

In  the  mid- 1 960s,  after  a  near  famine,  India  removed  many 
socialist  shackles  from  agriculture.  Today,  fairer  prices  are 
paid  to  the  farmers;  agricultural  income  is  exempt  entirely 
from  taxes.  The  result  is  that  India  can  better 
feed  700  million  people  today  than  it  could  350 
million  people  at  the  time  of  independence.  If 
Rajiv  Gandhi  can  push  through  this  sort  of 
liberalization  for  the  rest  of  the  economy,  India 
will  experience  Japanese-like  growth  rates. 
What  does  all  this  mean  for  the  U.S.? 
A  lot  more  than  most  of  our  foreign  policy 
people  seem  to  recognize. 
India's  economic  success  will  be  noted  by  the  rest  of  the 
Third  World.  Numerous  countries  will  take  up  its  example. 
India  will  be  a  far  more  impactive  model  than  the  successes 
of  Taiwan,  South  Korea  or  Hong  Kong  have  been. 

Her  achievements  will  make  the  Soviet  model  even  less 
attractive.  Economically  vibrant  nations  will  have  little 
empathy  for  such  a  drab,  totalitarian,  stagnant  state.  Chi- 
na, which  no  longer  takes  socialism  seriously,  will  be 
encouraged  not  to  backslide  on  its  own  liberalization. 
The  West  has  a  lot  riding  on  Rajiv's  success. 


UNPLEASANT  BUT  NECESSARY 


In  recent  congressional  testimony,  NATO's  supreme 
commander,  General  Bernard  Rogers,  urged  that  the  Alli- 
ance's capacity  to  cope  with  chemical  warfare  be  signif- 
icantly upgraded.  He  recommended  modernizing  our 
chemical  arsenal  and  improving  biochemical  defenses  for 
our  soldiers. 

The  general  is  right. 

Even  the  thought  of  chemical  and  biological  weaponry 
makes  Westerners  uneasy.  In  1969  this  abhorrence  led  the 
U.S.  to  halt  manufacturing  biochemical  weapons  and  to 
destroy  others.     ' 

Alas,  our  revulsion  has  not  been  shared  by  the  Soviet 
military.  Russia  has  steadily  upgraded  and  expanded  her 
biochemical  arsenal.  Soviet  military  exercises  routinely 


include  elaborate  training  in  biochemical  warfare.  Soviet 
scientists  are  now  experimenting  with  genetics  to  make 
even  more  lethal  toxicants. 

As  with  nuclear  weapons,  the  most  effective  deterrence 
to  these  poisons'  ever  being  used  is  the  knowledge  that  one 
side  can  match  whatever  the  other  tries. 

Opponents  of  modernization  argue  that  gas,  though  hid- 
eous, was  of  limited  military  value  in  World  War  I.  They're 
right  about  World  War  I.  But  the  agents  and  weapons  of  those 
times  are  not  comparable  to  what  is  available  and  possible 
today.  Or  so  the  Soviets  believe.  Nothing  else  explains  the 
resources  the  Kremlin  is  pouring  into  this  area. 

An  ostrich-like  attitude  will  do  us  no  good  here  We 
should  heed  General  Rogers'  call. 
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Red  Adair  and  his  Rolex  stopped  at  nothing 
to  blow  out  The  Devil's  Cigarette  Lighter. 


Red  Adair  puts  out 
oil-well  fires. 

The  most  famous  of 
them  was  nicknamed 
The  Devil's  Cigarette 
Lighter. 

It  was  in  the  Sahara, 
at  a  place  called  Gassi 
Touil. 

Every  day,  over  15 
million  cubic  meters  of 
gas  roared  200  meters 
into  the  desert  sky  from 
this  terrifying  blowout. 

Working  under 
tons  of  falling  water 
to  combat  the  heat,  Red 
and  his  team  were  able  to  maneuver 
250  kilos  of  special  explosive  to  within 
half  a  meter  of  the  base  of  the  flames. 
They  set  off  the  blast,  and  the  fire  was 
out  in  a  split  second. 

In  the  slightly  less  heated  atmosphere 
of  the  Rolex  factory  in  Geneva,  craftsmen 
create  a  watch  designed  to  withstand 
the  most  appalling  conditions. 

Every  Rolex  chronometer  we  make  is 


officially  tested  night 
and  day  for  two  weeks. 
The  Rolex  movement 
must  survive  15  days 
of  extreme  tempera- 
ture changes,  hanging 
unguarded  by  its 
rugged  Oyster  case. 

But  who  could  even 
guess  at  the  sort  of 
treatment  a  Rolex  can 
expect  to  receive  on 
the  wrist  of  a  man  like 
Red  Adair? 

In  1977,  Red  and 
his  team  returned  in 
triumph  from  the 
North  Sea,  after  taming  the  Bravo 
blowout,  a  mixture  of  boiling  oil  and  gas 
screaming  out  of  the  well-head  at 
several  hundred  k.p.h. 

The  Daily  Mail's  reporter  observed, 
"Solid  gold  Rolex  watches  were  clamped 
to  their  wrists  like  a  company  badge!' 
Some  company.     «.  t  r 
Some  badge.        W 

ROLEX 


Write  for  b> 


Dept.  681,    Rolex  Building,  665  Fifth  Avenue,  New  York,  NY  10022. 
?va.  Other  offices  in  Canada  and  major  countries  around  the  world. 


Edited  by  Howard  Banks 


What's  Ahead  for  Business 


Never  trust 
unsettled  markets 


Commodities, 

priced  in  dollars, 

stay  stable 


The  gold  players 
are  coming  back 


GOLD  AND  THE  DOLLAR— WHY  THE  SEESAW? 

Is  it  time  to  buy  gold?  Probably  not.  The  nervous  15%  runup  in  gold 
prices,  from  a  low  point  on  Feb.  25  to  close  at  $329  an  ounce  on  Mar. 
27,  was  short-lived.  As  this  was  written,  gold  had  slipped  to  around 
$316  an  ounce. 

The  gold  bulls  seem  unready  to  signal  an  end  to  a  41/2-year  bear  market 
from  the  1980  peak  of  $875. 

Gold  traders  fretted  over  three  things: 

•  That  the  troubles  of  the  Ohio  savings  and  loans  might  signal  a 
widespread  need  for  the  Federal  Reserve  to  pump  out  inflation-causing 
reserves. 

•  That  the  Iran-Iraq  war  might  force  up  oil  prices,  against  the  down- 
ward trend. 

•  That  U.S.  economic  growth  might  be  slower  than  expected,  and  that 
the  Fed  might  pump  things  up  and  fuel  inflation. 

Traders'  concerns  are  clearly  related  to  the  dollar  (gold  has  been  less 
volatile  against  other  currencies)  and  inflation.  Gold  rose  only  because 
the  dollar's  sudden  rise  against  European  currencies  reversed  just  as 
suddenly.  Now,  as  the  dollar  goes  back  up,  gold  goes  down. 

Second  thoughts  calmed  traders'  fears.  The  Ohio  S&Ls  involve 
"only"  $1  billion  or  so  at  worst.  And  spot  oil  prices,  after  rising  a  bit, 
are  easing. 

The  low  2.1%  guesstimate  for  the  first-quarter  gross  national  product 
results  from  a  quirk  that  raised  one  technical  measure  of  inflation. 
Smaller  rises  in  consumer  and  wholesale  prices  show  it  to  be  wrong. 
Expect  the  GNP  to  be  revised  upward  (as  usual). 

Commodities  more  mundane  than  gold  show  no  sign  that  rapid  infla- 
tion— goldbugs'  primary  fear — might  be  an  immediate  threat.  In  dollar 
terms,  however,  commodity  prices  have  ended  the  decline  that  began 
early  in  1984. 

That  means  any  lasting  decline  in  the  dollar  exchange  rate  would  push 
up  imported  materials  prices  and  feed  inflation.  (A  10%  decline  in  the 
dollar's  average  value  would  add  around  1%  to  consumer  prices.) 

But  rational  as  the  case  for  calm  is,  it  could  be  thrown  aside  if  the 
international  financial  markets  lose  confidence  over  more  important 
things  than  a  few  Ohio  S&Ls — a  lack  of  clear  progress  in  Congress,  for 
instance,  in  cutting  the  budget  deficit. 

Typical  is  the  reaction  of  gold  analyst  Jeffrey  Mosseri  of  Goldsmith  & 
Harris.  He  was  expecting  a  downward  correction  of  the  dollar  and  a  rise 
in  gold  prices,  "but  not  as  fast  as  it  happened,"  he  says.  "This  one  went 
too  far,  too  fast.  Clearly  a  change  of  direction  is  occurring  for  gold 
prices,  but  such  changes  often  take  longer  than  people  expect." 

Gold  players  have  been  out  of  gold  for  years.  With  a  return  to  volatility, 
they  are  starting  back,  like  gamblers  drawing  near  an  active  table. 
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The  Forbes  Index 
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Below  the  peak.  The  Forbes  Index,  off  0.2%,  backed  off  a 
bit  from  its  previous  alltime  high.  Despite  some  decline  in 
mortgage  rates,  new  housing  starts  fell  9.8%  from  the 
previous  month  and  stand  nearly  27%  lower  than  they 
were  during  the  same  time  last  year.  For  the  first  time  in 
more  than  two  years  there  was  a  month-to-month  decline 
in  consumer  installment  credit.  Industrial  production 


slipped  0.5%  from  month-earlier  figures,  while  manufac- 
turers' new  orders  registered  a  0.2%  decline.  The  number 
of  new  unemployment  claims,  up  3.1%  in  the  most  recent 
month,  hit  their  highest  level  since  August  1983. 

The  news  was  not  all  bad,  however.  Retail  sales  are  up 
1.4%  over  the  previous  month  and  6.3%  from  a  year  ago. 
Meanwhile,  personal  income  rose  0.5%. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit.  . 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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hotel  manager  said, 
"We'd  like  one 


computerized  system 
that  helps  fill  the  rooms, 

collect  the  bills, 

record  the  calls, 

cool  the  air, 
wake  guests  up  in  the 

morning  and 

turn  the  sheets  down 

at  night" 

And  we  said... 


!   |  v  ';;r:"1.v:.V*i:? 


"No  problem'.' 


Honeywell  and  the 
Carefree  Inn  Resort:  A  new 
standard  in  hospitality.  When  the 

owners  of  a  major  resort  complex  in 
Carefree,  Arizona,  wanted  to  make  their 
guests  more  at  home  and  their  operational 
costs  more  comfortable,  they  came  to 
Honeywell  for  the  answers. 

The  result  is  an  intelligent  resort 
with  a  hotel  management  system  that 
integrates  front  desk  operations,  house- 
keeping, telephones,  back  office 
accounting  and  energy  management. 

The  building  management 
system  automatically  turns  air  condition- 
ing on  when  guests  arrive,  and  turns  it  off 
when  they  leave. 

The  telephone  system  automati- 
cally logs  long  distance  charges  and  shuts 
down  room  phones  when  guests  check 
out.  (Carefree  Inn  Management  expects 
to  collect  an  additional  $50,000  a  year  in 
long  distance  billing.)  And  maids  simply 
punch  a  code  on  the  room  phone  to  tell  the 
front  desk  when  a  room  has  been  cleaned. 

The  hospitality  management  sys- 
tem tells  the  front  desk  staff  what  rooms 
are  available  minute-by-minute,  and  helps 


them  honor  requests  for  specific  rooms, 
book  blocks  of  rooms  and  plan  special 
guest  packages.  In  the  back  office,  the 
system  cuts  down  on  paperwork  by  track- 
ing advanced  deposits  and  automating 
functions  like  accounts  payable  and 
receivable.  In  the  future  every  charge  will 
go  on  the  guest  bill  automatically  for  fast 
checkout  and  accurate  billing. 

What's  more,  since  the  systems 
are  integrated,  managers  can  get  the 
information  they  need  when  they  need 
it.  Information  like  daily  reports  on 
housekeeping  productivity  and  occupancy 
levels.  And  savings  in  operational  costs 
are  significant:  Carefree  expects  to  save 
20%  in  energy  costs  alone. 

Since  Honeywell  designs  and 
manufactures  information,  communications 
and  control  systems,  we  understand  what 
it  takes  to  make  them  work  together.  We 
can  help  to  integrate  systems  in  any  kind 
of  business.  We'll  work  with  your  existing 
equipment.  And  you  can  always  trust 
Honeywell  to  service  any  part  of  the  systems 
we  develop,  including  equipment 
from  other  manufacturers. 

We  want  to  work  with 
you.  Call  800-328-5111,  ext.1529. 


Honeywell 

mm%  '-at.     a* 

Years 


Together,  we  can  find  the  answers. 

Honeywell 


Forbes 


Boone  Pickens  comes  on  strong  as  a  big  believer  in  shareholder 
rights.  Of  course,  some  shareholders  are  more  equal  than  others. 


Greenmail 
sharing 


By  Jack  Willoughby 


Boone  Pickens,  self-acclaimed 
defender  of  the  American 
stockholder,  loves  to  roast  oil 
company  managements  other  than 
his  own.  It's  a  line  that  has  made  him 
a  kind  of  folk  hero — the  cover  of  Time 
and  all  that.  But  hold  on  to  your  wal- 
lets, people:  Boone  is  basical- 
ly taking  care  of  number  one. 
The  evidence  is  all  there 
for  those  who  care  to  read  the 
latest  proxy  statement  from 
Mesa.  It  reveals  "Deferred 
Bonus  and  Incentive  Award 
Plans"  created  by  Mesa's 
board  of  directors  last  No- 
vember. The  aim:  To  "retain, 
reward  and  properly  moti- 
vate key  employees."  But 
one  wonders  why  the  use  of 
the  plural.  Almost  all  of  the 
money  went  to,  you  guessed 
it,  Boone  Pickens.  Of  $20 
million  set  aside  as  a  reward 
for  Mesa's  $404  million  pre- 
tax profit  in  the  Gulf  Oil 
takeover  battle,  he  got  $18.6 
million  in  deferred 
sation  units.  And  he  g 
million  of  the  10  million 
"loan  units"  that  woi 
interest-free  loans  to  give  ex- 
ecutives a  stake  in  future  ac- 
quisition plays.  Pickens' 
units   together   earned   him 


$5.5  million — or  6.9%  off  the  top — of 
Mesa's  $80  million  pretax  profit  from 
the  raid  on  Phillips  Petroleum. 

Why  this  unusual  form  of  compen- 
sation? Pickens,  a  geologist  himself, 
sees  it  as  a  kind. of  "geologist's  over- 
ride," typical  in  the  oil  business 
where  a  driller  gets  a  percentage  of 
what  he  finds  for  his  investors.  A  bet- 


Mesa  Chairman  1    Boone  Pickens 

The  captain  shares  in  the  booty — tax  deferred 


ter  analogy,  though,  might  be  to  the 
old-time  capitalists  who  financed  pri- 
vateers for  their  raids  on  shipping;  the 
captain  gets  a  share  of  the  spoils. 

Nor  does  brother  Pickens  have  to 
pay  taxes  on  his  share,  at  least  not  yet. 
The  money  rolls  over  in  a  pool  that 
gives  Pickens  a  personal  stake  in  Me- 
sa's current  raid  on  Unocal.  So  it 
works,  tax  deferred,  to  com- 
pound itself. 

Why  shouldn't  the  captain 
share  in  the  booty?  Isn't  it 
only  fair?  Maybe  so,  but  how 
much?  Last  year  $413  mil- 
lion (revenues)  Mesa  paid  its 
chairman  $4.2  million,  in- 
cluding $3  million  in  cash 
bonuses,  not  counting  a 
$500,000  advance  on  this 
year's  salary  to  help  with  his 
personal  tax  planning.  The 
chairman  of  $97  billion 
Exxon  made  $1.35  million. 
Pickens  may  be,  as  he  says, 
smarter  than  the  people  he 
criticizes,  but  that  much 
smarter? 

Moreover,  Pickens  holds 
1.7  million  Mesa  shares  and 
so  benefits  from  the  premi- 
um the  stock  market  accords 
the  company  just  because  of 
his  takeover  activities.  Mesa, 
at  193/4  a  share  on  the  New 
York  Stock  Exchange,  sells  at 
around  100%  of  the  asset  val- 
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ue  of  its  reserves,  whereas  most  oil 
companies  sell  at  two-thirds  or  less. 
"On  a  peer  company  basis,  we're  a  $  14 
stock,"  Pickens  acknowledges. 

He  means  as  an  oil  company.  But 
Mesa,  a  29-year-old  exploration  and 
production  company,  got  only  33%  of 
its  $476  million  pretax  income  from 
oil  and  gas  last  year.  It  prospects  for 
stock  market  profits  more  enthusias- 
tically than  for  oil.  Pickens'  options 
on  4.8  million  shares,  exercisable  at 
$1 1.50,  wouldn't  be  worth  a  whole  lot 
if  Mesa  were  priced  like  other  oil 
stocks. 

The  new  plans  reward  Pickens  and 
his  financial  executives  if  Mesa  actu- 
ally takes  over  another  company — on 
a  sliding  scale  from  1.5%  for  a  $5 
million  acquisition  to  0.08%,  or  $8 
million,  if  Mesa  pays  $10  billion  or 
more  for  a  company. 

And  if  the  acquisition  target  sub- 
mits to  greenmail,  they  get  to  share 
up  to  10%,  to  a  maximum  of  $40 
million  on  the  combined  plans,  based 
on  how  many  units  they  have  in  the 
pool  at  the  time.  The  corporation,  of 
course,  pays  the  interest  and  the  ex- 
penses on  the  takeover  plays. 

As  we  said,  old  Boone  takes  mighty 
good  care  of  himself.  For  a  man  who 
regularly  denounces  takeover  de- 
fenses as  protecting  lackadaisical 
managements,  Pickens  has  installed 
an  impressive  array  of  them  at  Mesa, 
including  staggered  terms  for  direc- 
tors and  supermajority  provisions 
that  practically  ensure  that  no  one 
can  take  control  of  Mesa  without 
Pickens'  approval.  But  when  they  in- 
troduced the  new  deferred  compensa- 
tion plans,  Mesa  directors  added  a 
doozy  of  a  shark  repellent:  If  the  spe- 
cial compensation  committee  or  the 
Mesa  board  determines  that  a  change 
of  control  is  even  "likely"  to  occur, 
the  restrictions  that  limit  Pickens' 
ability  to  cash  in  his  deferred  chips 
fall  away. 

So  unusual  is  the  plan  that  it  seems 
odd  that  Mesa  shareholders  won't  be 
asked  to  pass  on  it  at  this  year's  annu- 
al meeting.  Why  not?  It's  not  re- 
quired, Pickens  explains,  because  un- 
der Delaware  law  the  board  of  direc- 
tors governs  compensation. 

Far  from  being  asked  to  vote  on  it, 
the  shareholders  didn't  even  hear 
about  the  new  compensation  setup 
until  the  proxy  was  mailed  in  March. 
By  then,  their  company  had  conclud- 
ed its  profitable  raid  on  Phillips  and 
Chairman  Pickens  was  richer  on  pa- 
per by  $5.5  million.  Again,  Pickens 
explains,  no  press  release  or  an- 
nouncement was  required  under 
Delaware  law. 
The  Internal  Revenue  Service  could 


still  challenge  the  plan  as  "unreason- 
able compensation,"  but  Robert  Still- 
well,  a  Mesa  director  and  lawyer  with 
Houston's  Baker  &  Botts  firm,  says  he 
considers  a  challenge  unlikely.  "Ex- 
traordinary results  merit  extraordi- 
nary compensation,"  says  Stillwell, 
who  is  a  member  of  the  committee 
that  administers  the  plans. 

Pickens  argues  that  whatever  he 
costs  stockholders,  he  is  worth  every 
penny.  In  the  Gulf-Chevron  and  Phil- 
lips deals,  says  Pickens,  "the  other 
side  paid  investment  banking  fees  of 
just  under  $100  million.  We  paid  $8.5 


million.  We  don't  use  an  investment 
banker.  We  do  it  ourselves."  And 
pocket  the  rewards. 

So  much  for  Pickens'  payoff.  What 
about  Mesa's  shareholders?  For  them, 
the  best  time  to  own  Mesa  was  about 
five  years  ago,  when  Pickens  was  de- 
veloping values  in  oil  and  gas.  The 
stock  sold  around  34  then,  plus  the 
value  Pickens  transferred  to  share- 
holders in  a  royalty  trust.  Mesa  is 
down  from  those  days,  and  since  Pick- 
ens got  serious  about  takeovers,  the 
stock  has  gone  nowhere.  The  stock- 
holders' best  friend?  ■ 


Since  January  1984  the  average  stock  un- 
derwritten by  D.H.  Blair  &  Co.  has  nearly 
doubled.  What's  the  secret  of  such  success? 
Better  you  shouldn't  ask. 


Designer  stocks 


By  Lisa  Gubernick 
and  Laura  Saunders 


J.  Morton  Davis,  56,  sits  in  his  im- 
posing mahogany-paneled  office  on 
Wall  Street.  How  did  his  firm,  D.H. 
Blair  &.  Co.,  achieve  the  top  perfor- 
mance in  the  aftermarket  for  initial 
public  offerings  during  1984?  Davis,  a 
Brooklyn-born  Harvard  M.B.A.,  is  re- 
freshingly frank.  He  puts  his  fingers 
together  as  though  feeling  a  piece  of 
cloth.  "Wall  Street  is  a  lot  like  the 
garment  business,"  says  Davis.  "If  it's 
in  vogue,  we  can  sell  it." 

Common  stock  of  the  1 7  Blair  offer- 
ings since  January  1984  were,  as  of 
mid-March,  up  an  average  92%,  ac- 
cording to  Securities  Data  Co.  Then 
word  got  out  that  Forbes  was  doing  a 
skeptical  story  on  Blair;  selling  set  in. 
Seven  of  the  25  biggest  losers  on  the 
o-t-c  market  for  the  last  week  in 
March  were  issues  from  either  Blair  or 
another  Davis  underwriting  firm, 
Broadchild  Securities.  What's  in 
vogue  can  quickly  go  out  of  vogue. 

Like  a  good  department-store  buy- 
er, Davis  has  a  nose  for  what's  in 
style — or  about  to  be.  Blair  has  recent- 
ly done  many  startup  underwritings 


in  things  like  management  consult- 
ing, computers,  medical  devices  and 
other  hot  industries. 

Fashion  merchandise  is  not  neces- 
sarily quality  merchandise;  this  is  cer- 
tainly true  of  some  of  Blair's  trendy 
offerings.  With  a  few  notable  excep- 
tions, recent  Blair  issues  haven't  de- 
livered in  the  business  sense.  Of  the 
17  offerings  in  the  past  15  months,  10 
had  no  earnings  for  the  most  recent 
fiscal  year  before  they  were  offered. 

There  are  some  exceptions,  such  as 
Uniforce,  a  March  1984  offering  that 
franchises  temporary-help  agencies 
and  has  been  in  business  since  1 96 1 .  It 
earned  $1.1  million  last  year.  Blair  is 
particularly  proud  of  TIE/communi- 
cations,  a  $501  million  (1984  sales) 
seller  of  telephone  equipment  now 
listed  on  the  Amex.  Blair  brought  it 
public  in  1979.  TIE,  though,  is  a  breed 
apart  from  most  of  the  recent  offer- 
ings from  Blair.  It  had  been  in  busi- 
ness for  eight  years  and  was  solidly 
profitable  when  it  went  public. 

More  typical  of  Blair  merchandise 
is  Martinez  &.  Murphey,  a  California- 
based  firm  with  no  earnings  but  great 
plans  in  the  market  for  religious  vest- 
ments. Its  units,  which  went  public  at 
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6  a  year  ago,  were  recently  as  high  as 
35.  That  gave  the  company  a  market 
value  of  about  $15  million,  compared 
with  sales  of  only  $200,000. 

Likewise  Profit  Technology,  sub- 
ject of  a  $3.15  million  Blair  offering 
last  September.  This  firm  plans  to  sell 
"motivational"  slide  shows.  When  it 
went  public  it  had  no  clients,  and  (as 
this  is  written)  still  doesn't.  But  its 
units  (three  shares  of  common  stock 
plus  three  warrants)  climbed  from  6  to 
29  before  the  late-March  fallout. 

Then  there's  Daltex  Medical  Sci- 
ences, a  startup  with  no  sales  and  no 
earnings  except  interest  income  on 
the  cash  it  raised.  Medical  sciences, 
what  a  grabber!  Chairman  of  Daltex' 
executive  committee  is  whiz  kid  Eric 
Goldman,  26,  with  no  medical  train- 
ing. His  last  venture  was  Xoil  Energy 
Resources,  long  running  in  the  red. 
Daltex  units,  issued  at  6  last  Septem- 
ber, were  recently  as  high  as  13 'A. 
"We  have  no  idea  why,"  says  Daltex 
CEO  Harvey  Miller.  "We  don't  have  a 
significant  revenue-producing  con- 
tract." Fashion,  thy  name  is  folly. 

Blair  collects  a  premium  for  ped- 
dling such  outfits.  Its  fees  plus  ex- 
pense allowance  for  an  initial  public 
offering  are  often  20%  or  more,  twice 
a  normal  underwriting  cost. 

Davis  took  over  Blair,  an  old-line 
firm  fallen  on  hard  times,  in  1972.  As 
financier  of  risky  companies,  he  de- 
manded warrants;  when  a  company 
hit  pay  dirt,  he  did  well.  His  net  worth 
may  be  over  $200  million,  thanks  to 
the  warrants  and  to  a  sense  of  what's 
in  and  what's  out  of  style. 

Davis  keeps  expanding  his  scale  of 
operations.  The  sales  force,  which  had 
about  10  full-time  producers  at  the 
end  of  1983,  now  has  50-plus.  Team 
captain  is  Stuart  (Stewie)  Travis,  who 
joined  early  last  year.  Travis  is  what 
might  politely  be  called  a  controver- 
sial character.  At  age  47,  Travis  is  a 
red-faced,  gravel-voiced  bear  of  a  man 
whose  fervor  for  "the  three  Ds" — 
dedication,  devotion  and  desire — 
would  fit  right  in  at  a  tent  revival. 
Clustered  around  him  in  an  airless, 
desk-crammed  salesroom  is  a  team  of 
young  brokers — willing,  even  fanat- 
ical, converts. 

The  motivational  technique? 
"Love,"  says  James  Giordano,  a  27- 
year-old  Harvard  graduate  and  a  big 
producer  at  Shearson  Lehman  Broth- 
ers before  switching  to  Blair.  "I've 
never  been  anywhere  where  60  guys 
have  such  love  for  a  man,"  he  says. 

The  object  of  their  affection  is  cur- 
rently a  defendant  in  a  lawsuit  charg- 
ing that  he  churned  customers'  ac- 
counts while  a  top  broker  at  Lehman 
Brothers.  The  plaintiff's  lawyer  says 


Vincem  Colabella 


/  Morion  Dans,  chairman  of  D.I  I  Blair 
"If  it's  in  vogue,  we  can  sell  it." 

that,  after  depleting  one  client's  ac- 
count by  $1.5  million  with  excessive 
trading,  Travis  approached  the  cus- 
tomer and  offered  to  testify  against 
Lehman  in  return  for  a  piece  of  any 
settlement.  On  a  tape  made  by  the 
FBI,  Travis  also  said  he  "wiped  out" 
his  wife's  73-year-old  aunt  and  two 
priests,  among  others,  to  satisfy  a 
compulsive  gambling  habit. 

Travis  teaches  his  brokers  how  to 
get  new  business  with  "cold  calls" — 
pitches  to  people  whose  names  were 
taken  from  prospect  lists.  Travis  uses 
variations  on  the  famous  Lehman 
Brothers  cold  call  technique  used  dur- 
ing his  1 1  years  at  the  firm. 

The  Blair  broker  must  do  more  than 
just  sell  stock;  he  must  also  persuade 
the  customer  to  hold  it,  so  it  won't 
come  back  on  the  market  and  depress 
the  price.  "If  anyone  tries  to  sell  stock 
that's  up  befor.-  six  months,  and  the 
company  is  st  11  a  good  company,  he 
[Stewie]  get  ery  upset,"  says  Blair 
salesman  Giordano.  What  happens  if 
a  potential  investor  says  he  has  to  talk 


to  his  wife  before  ponying  up  for  an 
investment?  "I  tell  him,  'You  can  talk 
to  your  wife,  no  problem.  But  five 
days  from  now  the  stock  might  not  be 
at  the  same  price.'  " 

"I  was  told  that  if  I  sold  into  the 
aftermarket  I'd  never  get  another  Blair 
deal,"  declares  one  California-based 
money  manager  who  decided  to  stay 
away.  With  16,600  clients  eager  to 
buy,  Blair  can  place  most  of  an  issue, 
typically  of  less  than  1  million  shares 
or  units,  to  its  own  customers. 
There's  no  need  to  split  underwriting 
or  sales  commissions. 

Martinez  &  Murphey  has  a  3-point 
spread.  That  is,  it  is  quoted  32  offer, 
29  buy.  Such  a  transaction  cost  dis- 
courages many  investors  from  selling. 
It  also  enables  Blair  brokers  to  buy 
stock  that  is  offered  and  sell  it  at  a 
nice  profit  to  another  Blair  customer. 

"Stuart  [Travis]  will  walk  into  the 
room  and  say,  'We  have  an  inventory 
of  6,000  shares  of  Uniforce,'  "  says  a 
former  Blair  executive.  "  'It  is  now 
1 : 1 5 .  By  2 :30  I  want  buy  orders  on  my 
desk  so  we  can  match  it  all  up.'  " 

If  the  stock  can't  be  sold  to  Blair 
customers,  there's  Broadchild  Securi- 
ties, a  brokerage  house  in  which  Da- 
vis has  70%  interest.  Broadchild  also 
takes  a  few  issues  public.  Generally 
they  are  cheaper  (in  both  price  and 
quality)  than  Blair's.  Heritage  Enter- 
tainment, a  recent  offering  of  a  film 
distribution  company,  had  losses  (be- 
fore extraordinary  items)  four  years 
out  of  the  last  five.  According  to  the 
prospectus,  despite  a  cash-flow 
squeeze  it  has  lent  $375,000  to  its 
chairman  to  exercise  stock  options. 

Broadchild  has  its  own  80-man 
sales  force.  Besides  selling  its  own 
stocks,  according  to  the  former  Blair 
executive,  "It's  a  surge  [spillover] 
tank  for  [Blair]  deals  that  are  falling 
apart." 

There's  little  worry  that  short-sell- 
ers will  get  into  Blair  stocks  and  push 
the  price  down.  Blair  doesn't  have  a 
stock  loan  department,  making  it  dif- 
ficult for  shorts  to  borrow  Blair  issues. 
Should  a  stock  become  widely  held 
outside  Blair^  the  shorts  may  still  be 
thwarted  by  the  fact  that  few  Blair 
stocks  are  on  the  margin  list.  That 
makes  shares  lendable  for  short-sell- 
ing scarce  (see  cover  story,  p.  99).  "The 
floats  on  these  stocks  are  so  thin  that 
you're  setting  yourself  up  for  a 
squeeze,"  explains  one  short-seller. 
Meaning,  of  course,  that  the  short- 
sellers  are  prevented  from  performing 
their  normal  ecological  function  on 
overpriced  stocks. 

Call  them  designer  stocks,  trendy 
and  well  marketed  but  not  terribly 
well  made.  ■ 
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Long  maligned,  Xerox  kept  plugging  away 
at  its  office-of-the-future  concepts.  With  lit- 
tle fanfare,  the  future  arrived— -yesterday. 

Happy  end 
to  a  long  march 


By  Stephen  Kindel 
and  Snbrata  N.  Chakravarty 

At  the  end  of  this  month  Xerox 
Corp.  will  assemble  as  many 
i  journalists,  Wall  Street  ana- 
lysts and  office  automation  types  as  it 
can  into  New  York  City's  Vivian 
Beaumont  Theater  to  announce  a  se- 
ries of  products,  systems  and  corpo- 
rate strategies  that  the  company 
claims  will  transform  its  business. 

Just  more  undelivered  office-of-the- 
future  promises  from  a  company  that 
has  had  enormous  difficulty  even 
holding  on  to  its  core  copier  business? 
Not  this  time.  The  transformation 
Xerox  will  be  talking  about  began  sev- 
en years  ago  and  was  mostly  complet- 
ed in  June  1983.  Completed  but  large- 
ly unrecognized;  people  paid  more  at- 
tention to  the  negatives  on  Xerox — its 
loss  of  market  share  in  copiers  and  a 
host  of  other  problems. 

The  happy  fact  is  this:  Xerox  is 
moving  systematically  from  being 
solely  dependent  on  a  copying  process 
invented  almost  50  years  ago,  where- 
by dry  ink  is  literally  fused  onto  pa- 
per. It  is  now  rapidly  becoming  the 
marketer  of  a  range  of  products  that 
move  information  around  the  office, 
whether  in  paper  form  or  not. 

At  the  core  of  Xerox'  newer  prod- 
ucts is  Ethernet,  a  communications 
system  that  allows  all  sorts  of  office 
equipment  to  use  and  exchange  words 
and  images.  Devices  as  diverse  as 
typewriters,  word  processors,  com- 
puters, electronic  files,  printers  and 
soon  maybe  even  Xerox  copiers — all 
linked  together  on  an  Ethernet — can 
use  the  same  information,  increasing 
office  efficiency. 

Xerox'  total  equipment  sales  have 
risen  only  modestly  over  the  past 
three  years,  from  $8.3  billion  to  $8.8 


Xerox'  Kearns  and  McColough 
Vindication  at  hand. 

billion.  But  this  seeming  flatness 
masked  big  gains  in  the  newer  prod- 
ucts. Revenues  of  the  reprographics 
division — the  copiers  that  have  been 
Xerox'  chief  line  of  business  since 
1959 — have  actually  dropped  3%, 
from  $6.8  billion  in  1982  to  $6.6  bil- 
lion last  year.  But  revenues  in  its  in- 
formation systems  business  rose  spec- 
tacularly, from  $984  million  in  1982 
to  $  1 .  72  billion  last  year.  Best,  the  rate 
of  gain  is  accelerating  and  should 
make  office  automation  products  the 
dominant  sector  of  Xerox'  business  by 
the  end  of  the  decade. 

Put  it  another  way:  If  Xerox'  infor- 
mation systems  were  an  independent 
company,  it  would  already  be  larger 
than  Apple  Computer,  Inc.,  many  of 
whose  products  derive  from  research 
originally  done  at  Xerox'  Palo  Alto 
Research  Center.  Apple  may  have  the 
most  to  lose  if  Xerox  succeeds. 

After  a  decade  of  roller-coaster 
earnings  and  stagnant  stock  prices, 


Xerox  finally  has  products  and  a  strat- 
egy to  return  it  to  the  glamour  posi- 
tion it  held  almost  20  years  ago.  Infor- 
mation products,  which  lost  money 
steadily  since  their  first  appearance  in 
1974,  have  now  turned  around. 

Xerox  Systems  Group  President 
Robert  V.  Adams  expects  his  group  to 
be  profitable  this  year,  even  after  cor- 
porate allocations  and  interest.  That's 
because  his  gross  margins  have  been 
rising  steadily.  Right  now  informa- 
tion systems  provide  a  gross  profit  of 
about  45% — good,  but  not  sufficient 
to  turn  information  into  the  kind  of 
cash  cow  that  copiers  have  tradition- 
ally been.  To  do  that,  Adams  will 
have  to  push  his  margins  beyond 
50%.  Adams  expects  that  four  waves 
of  new  products  over  the  next  two 
years,  starting  with  the  Apr.  30  an- 
nouncements, will  get  him  there. 

Some  would  argue  that  the  16  inter- 
vening years  between  Xerox  Chair- 
man C.  Peter  McColough's  first  ar- 
ticulation of  the  office  of  the  future 
and  its  breaking  into  the  black  was 
simply  too  long  a  gestation  period. 
That  judgment  ignores  the  problems 
and  complexities.  After  all,  xerogra- 
phy took  21  years  to  make  it  to  mar- 
ket from  the  date  patent  attorney 
Chester  F.  Carlson  created  the  first 
xerographic  image  in  1938  until  the 
time  the  Haloid  Co.  of  Rochester, 
N.Y.  sold  its  first  copier,  in  1959. 

Xerox  went  on  from  there  to  build  a 
near  monopoly,  depending  as  much 
on  a  wall  of  patents  for  its  success  as 
on  an  aggressive  sales  force.  By  the 
time  Xerox  realized  it  could  not  main- 
tain its  position  as  a  one-product  com- 
pany indefinitely,  it  was  beset  on  at 
least  three  fronts:  from  competitors  at 
the  high  end  of  copying  (such  as  IBM 
and  Kodak)  that  had  introduced  ma- 
chines of  equal  sophistication;  from 
the  Japanese  at  the  low  end;  and  from 
computer  and  other  digital-based 
technologies  that  were  promising  to 
introduce  a  paperless  office. 

Oh,  yes,  Xerox  made  mistakes, 
most  notably  its  1969  purchase,  for 
$900  million,  of  Scientific  Data  Sys- 
tems. After  buying  the  scientific  com- 
puter manufacturer  and  trying  to  go 
head-to-head  with  IBM,  Xerox  wrote 
off  SDS  in  1975  with  an  incalculable 
loss  of  face  on  Wall  Street.  But  SDS 
wasn't  the  dead  loss  some  people 
thought.  It  brought  to  Xerox  a  large 
cadre  of  digital-oriented  engineers  and 
executives.  While  SDS  founder  Max 
Palevsky  made  headlines  for  taking 
Xerox'  money  and  going  into  the  mov- 
ie business,  Xerox  put  Palevsky's  em- 
ployees to  work.  Adams,  an  original 
SDS  employee,  brought  out  Xerox' 
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first  laser  printer  in  1977.  Other  SDS 
people  moved  their  software  and  elec- 
tronics skills  into  the  current  genera- 
tion of  Xerox  copiers. 

An  especially  clear  proof  of  the  im- 
portance of  the  SDS  purchase  can  be 
seen  in  William  F.  Glavin,  an  ex- 
EBMer  who  went  to  Xerox  Data  Sys- 
tems, the  division  formed  out  of  SDS, 
in  1970.  Glavin  is  now  the  number 
three  man  at  Xerox,  ranking  behind 
CEO  David  T.  Kearns,  himself  an  ex- 
IBM  executive,  and  Chairman  McCol- 
ough.  Says  Glavin:  "Xerox  picked  up 
[from  SDS]  a  very  talented  group  who 
understood  electronics,  systems  and 
systems  integration  and  who  could 
translate  it  into  products." 

They  did  that  with  a  ven- 
geance. Kearns'  first  major 
move  as  president  came  in 
1978 — integrating  engineer- 
ing and  manufacturing 
worldwide.  This  brought  the 
disciplines  of  electronics 
manufacturing — where  the 
emphasis  is  always  on  driv- 
ing costs  down  while  driving 
up  the  number  of  features 
and  quality — to  all  of  Xerox' 
copier  products.  That  has 
helped  Xerox'  copier  divi- 
sion, now  under  Wayland 
Hicks,  to  rebuild  some  of  its 
lost  market  share  at  both 
ends  of  the  market. 

But  Xerox  has  paid  a  steep 
price  to  regain  lost  ground. 
To  remain  competitive  in 
the  copier  market,  it  has  to 
sell  twice  as  many  copiers  to 
get  the  same  revenues  it  got 
five  years  ago. 

Xerox  also  has  had  to  sur- 
vive a  collision  of  cultures 
within  the  organization — the 
electronics  people  versus  the 
electromechanical  types,  so 
to  speak.  The  rising  impor- 
tance    of     the     electronics     

crowd,  run  from  headquarters  in  Tex- 
as and  California,  did  not  sit  well  with 
a  lot  of  people  in  Rochester,  whose 
careers  were  made  in  electromechani- 
cal copiers.  At  a  time  when  the  new 
technologies  should  have  been  better 
integrated  into  the  company,  the  head 
of  the  office  products  division,  Don- 
ald J.  Massaro,  decided  to  keep  its 
sales  force  independent  and  to  contin- 
ue to  sell  its  products  without  the 
help  of  Xerox'  huge  copier  sales  force. 
Massaro,  an  entrepreneur  who  had 
sold  his  company,  Shugart  Associates, 
a  maker  of  floppy  disks,  to  Xerox  in 
1977,  left  the  company  in  1982. 

Dwight  Ryan,  who  now  heads  the 
reunited  Xerox  sales  forces,  says  of 
that  time,  "Massaro  was  unlike  any 


other  executive  ever  to  come  to 
Xerox.  He  was  young,  rich  and  flam- 
boyant to  the  point  of  recklessness. 
Massaro  turned  us  down  on  all  the 
overtures  we'd  made  to  him  in  the 
past."  But  Massaro  was  told  to  let  the 
copier  sales  force  sell  the  Memory- 
writer.  "With  that,"  Ryan  says,  "we 
proved  that  we  could  do  the  job." 

And  how.  Memorywriters — elec- 
tronic typewriters  with  text-editing 
capabilities — were  introduced  in  late 
1981.  Almost  overnight  Xerox  has 
matched  IBM  as  the  market  leader  in 
the  sale  of  electronic  typewriters. 

The  long-needed  integration  of  the 
two  cultures  finally  got  under  way 
when  Adams  was  named  to  head  the 


William  Glavin,  Robert  Adams,  Dwight  Ryan, 
Wayland  Hicks  (clockwise  from  top  left) 
New  products  with  a  vengeance. 


Xerox  Systems  Group — which  now 
includes  all  office  automation  prod- 
ucts except  copiers — in  July  1983,  af- 
ter the  departure  of  Massaro.  Says  Ad- 
ams: "I  realized  that  I  was  letting  a 
major  resource,  the  Xerox  sales  force, 
go  to  waste.  I  was  determined  to  find  a 
way  to  use  them." 

At  the  same  time,  Dwight  Ryan, 
head  of  the  copier  sales  force,  was 
looking  for  new  products  for  his  peo- 
ple to  sell.  Says  Ryan,  "A  transition 
was  taking  place  at  Xerox,  and  if  we 
were  going  to  prolong  copier  life,  we 
had  to  place  the  emphasis  on  the  in- 
terconnectability  of  products,  of  sales, 
of  people  inside  the  company." 

That  newfound  sense  of  coopera- 
tion is  epitomized  by  a  gift  from  Ad- 


ams that  is  proudly  displayed  in 
Ryan's  Rochester  office — a  walnut  re- 
lay baton,  inscribed:  "The  next  leg  is 
yours."  It  is  an  acknowledgment  of 
the  need  for  corporate  teamwork,  for- 
malized by  the  unification  last  Janu- 
ary of  the  sales  force  worldwide. 
Moreover,  under  Adams  the  company 
has  made  a  substantial  effort  to  make 
its  products  compatible  with  one  an- 
other and  with  other  companies'  com- 
puters and  systems,  so  that  they  can 
all  be  hooked  together  by  Xerox'  Eth- 
ernet. Xerox  alone  already  makes  24 
products  that  hook  to  Ethernet  and 
expects  to  have  nearly  40  by  year-end. 
Over  200  other  manufacturers  are 
making  Ethernet-compatible  prod- 
ucts, including  the  IBM  per- 
sonal computer  and  Digital 
Equipment's  VAX  minicom- 
puters. That  compatibility  is 
already  beginning  to  help 
Xerox  equipment  sales:  From 
a  standing  start  in  1980 
Xerox  Ethernet  installations 
have  doubled  each  year,  to 
about  1,500  last  year. 

In  keeping  its  office-of-the- 
future  plan  firmly  in  front  of 
it,  Xerox  also  has  learned  to 
make  alliances  with  other 
companies  to  fill  product 
gaps.  That's  a  strategy  that 
wouldn't  even  have  been 
considered  in  the  one-prod- 
uct -  behind  -  a  -  patent  -  wall 
mentality  of  the  old  days.  Ex- 
ample: a  rumored  alliance  of 
Xerox,  AT&T  and  Olivetti  to 
market  a  personal  computer. 
Will  there  come  a  day 
when  xerography  disappears 
from  the  scene  entirely? 
Maybe,  and  so  Xerox  is  hedg- 
ing its  bets  all  over.  It  has 
recently  licensed  Savin 
Corp.'s  Landa  III  liquid  ink 
process  and  is  incorporating 

laser     printing     technology 

into  its  copier  line.  In  fact,  says  Ad- 
ams, "There  will  be  a  time  in  the 
intermediate  future  when  you  won't 
be  able  to  tell  the  difference  between  a 
copier  and  a. printer — from  us.  People 
don't  care  what  process  the  machine 
uses  as  long  as  it  gets  the  job  done,  at 
the  right  price." 

The  stock  market  so  far  has  taken 
scant  cognizance  of  all  these  changes. 
It  prices  Xerox  at  11  times  probable 
1985  earnings  and  a  smidgen  above 
book  value.  It  puts  no  premium  at  all 
on  Xerox'  technology  or  on  its  superb 
sales  force.  The  market  values  Xerox, 
a  $9  billion  (sales)  company,  at  just 
over  $4  billion.  With  Xerox'  transfor- 
mation now  complete,  the  market 
may  be  overlooking  a  good  bet.  ■ 
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Edgar  Bronfman  says  Seagram  wants 
moreDu  Pont  stock  and  "a  very  important 
voice'  in  its  management. 


Here  to  stay 


By  Marcia  Berss 
and  Thomas  Jaffe 


F|  our  years  ago  the  Bronfmans 
of  Seagram  backed  into  a  20% 
stake  in  E.I.  du  Pont  de  Nemours 
when  the  chemical  company  picked 
up  Conoco,  which  had  been  a  Seagram 
acquisition  target.  Seagram  has  col- 
lected its  dividends,  $425  million  in 
aftertax  income  so  far,  but  it  has  no 
gains  on  the  stock.  Du  Pont  is  selling 
at  52,  which  is  about  what  it  cost  the 
Bronfmans. 

What  now?  Rumors  swirl.  Du  Pont 
will  buy  the  Bronfmans  out.  They  will 
go  for  total  control.  Du  Pont  and  Sea- 
gram will  merge.  Under  a  standstill 
agreement,  Seagram  can't  buy  more 
than  25%  of  Du  Pont  stock  until 
1991 — unless  the  agreement  is  amend- 
ed— and  Seagram  expects  to  be  at  25% 
next  year.  Forbes  chatted  with  Sea- 
gram chairman  Edgar  Bronfman,  55,  at 
the  company  residence  in  London.  In 
the  interview  Bronfman  made  Sea- 
gram's intentions  quite  clear. 
Q:  Will  you  increase  your  Du  Pont 
position  beyond  the  25%  laid  out  in 
the  standstill  agreement? 
A  Long  term,  yes.  We  intend  to  in- 
crease our  position. 


Q.  Majority  control? 

A  If  you  mean  50%,  no, 

intend  to  go  over  50% . 


we 


don't 


Q.  But  you  want  control? 
A:  You  have  to  define  what  control 
means.  We'd  like  to  have  a  very  im- 
portant voice  in  the  company  direc- 
tion. But  I  don't  think  we  have  any 
intention  of  actually  running  it.  At 
Seagram,  we  [the  Bronfman  family] 
are  the  management  as  well  as  the 
controlling  stockholders.  We  don't  in- 
tend likewise  at  Du  Pont. 


Q:  Can  you  define  what  is  a  very  im- 
portant voice? 

A:  I  can,  but  I'd  rather  not.  It  just  creates 
difficulties  for  us  in  our  relationship 
with  Du  Pont.  An  important  voice  is  as 
far  as  I'm  going  to  go.  Let  me  try  to  be  a 
little  helpful.  What  we're 
interested  in  is  the  basic 
direction  in  which  the 
company  goes.  Not  the 
day-to-day  decisions. 

Q:  Basic  direction — acqui- 
sitions, divestitures,  new 
businesses? 

A:  Yes.  That  would  cer- 
tainly qualify  as  basic. 

Q.  It's  said  that  the  du 
Ponts  consider  you  some 
kind  of  threat. 
A  You  could  put  it  the 
other  way,  too.  We're  ob- 
viously some  sort  of  pro- 
tection   for    them    [from 

takeover].     We've     been     

with  them  now  for  a  number  of  years. 
The  relationship  is  going  extremely 
well,  and  I  think  the  relationship  is 
terribly  important  to  them.  And  I'd 
just  be  very  careful  when  you  say  that 
management  is  totally  opposed  to  our 
having  an  increased  voice. 

Q.  You  would  like  a  say  in  the  next  Du 
Pont  CEO  [Chairman  Edward  Jeffer- 
son is  63]? 

A:  Yes,  of  course,  but  you're  then  as- 
suming that  the  CEO  has  not  already 
been  chosen,  and  that  we  didn't  have 
a  voice  in  choosing  that  CEO.  Both  of 
those  are  incorrect. 

Q:  What  do  you  like  in  Du  Pont? 

A  The  oil  business.  Many  parts  of  the 

chemical  business.  What  they're  doing 


Edgar  Bronfman 
Not  over  50%. 


with  advanced  polymers  is  quite  excit- 
ing. And,  of  course,  the  medical  as- 
pects of  the  business  are  exciting.  I 
think  the  agricultural  chemicals  have  a 
big  future.  I  think  in  any  business, 
including  our  own,  there  are  areas  that 
are  not  so  dynamic.  But  their  manage- 
ment is  very  well  aware  of  this,  and 
they're  possibly  solving  the  problems 
of  leaving  areas  that  are  not  profitable. 
They  really  know  what  they  are  doing 
in  their  decisions.  It's  a  beautifully 
managed  company,  which  is  one  of  the 
reasons  why  I  can  sit  here  so  casually 
and  say  we  have  no  interest  in  trying  to 
run  it.  We  couldn't  possibly  do  as  good  a 
job  as  they  are  doing. 

[Bronfman  dismissed  speculation 
that  he  would  trade  his  Du  Pont  stock 
for  the  company's  coal  holdings, 
which  came  with  the  Conoco  acquisi- 
tion. "No,  we're  not  in  love  with 
coal,"  he  said.] 

Q.  What  else  don't  you  like? 
A  I  suppose  [Chairman]  Ed  Jefferson 
wouldn't  like  it  if  I  said  it,  but  I'll  say  it 
anyway.  I  think  the  fiber 
business[13%  of  DuPont's 
revenues,  19%  of  earnings] 
has  some  problems — poly- 
esters, etc.  They're  facing 
increasing  competition 
from  the  Far  East.  But  more 
than  that,  there  is  an  in- 
creasing consumer  de- 
mand for  more  cotton  and 
less  synthetics. 

Q:  Do  you  see  moving  Du 
Pont  into  new  areas? 
A  They've  made  such  a 
big  commitment  to  biol- 
ogy that  I  think  for  the 
time  being  they  may  have 
enough    to    digest.    Over 

time    we'll    probably    sit 

down  with  them  and  think  about  it, 
and  they'll  have  all  kinds  of  proposals 
about  where  they  want  to  go.  They 
don't  need  prodding  from  us,  and  one 
of  the  reasons  they  are  good  managers 
is  because  they  think  long  term,  not 
short  term.  Actually,  the  culture  of 
the  two  companies  is  similar.  [Unlike 
Seagram]  they've  had  a  transition 
from  family  responsibility  to  profes- 
sional managers.  Still,  the  aura  of  the 
du  Pont  family  is  very  strong  in  Wil- 
mington, and  they  are  very  conscious 
of  their  responsibility  to  society,  as  I 
like  to  think  we  are. 


Q:  Does  the'  company  resent  you  as 

outsiders,  intruders  into  a  fine  old 

company? 

A    Give   us   five   generations.   They 
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came  from  France,  we  came  from  Rus- 
sia. I've  certainly  not  been  aware  of 
any  prejudice  one  way  or  the  other. 

Look,  they  had  an  easy  way  to  stop 
us.  All  they  had  to  do  was  to  stop  their 
bid  on  Conoco.  They  knew  perfectly 
well  what  was  going  to  happen  when 


they  went  through  with  it.  We  didn't 
buy  Du  Pont  stock  directly,  we 
bought  it  through  our  tender  offer  for 
Conoco  shares.  All  they  had  to  do  was 
back  out  of  that  and  they'd  never  have 
seen  us. 
In  fact,  Ed  Jefferson  told  me  the  day 


Dead  for  a  decade,  real  estate  investment 
trusts  are  hot  again.  Is  history  about  to 
repeat?  It  may  be  only  a  matter  of  time. 


REITs  redux 


By  Howard  Rudnitsky 


T|  HE  MORE  THINGS  CHANGE,  the 
more  they  stay  the  same.  Ten 
years  ago  the  real  estate  invest- 
ment trust  industry  collapsed,  wiping 
out  thousands  of  investors  and  bil- 
lions of  dollars.  Burned  investors  and 
scarred  lenders  swore  off  REITs  for- 
ever, or  so  they  said. 

Today  REITs  are  hot  again.  The 
frenzy  of  the  early  1970s  isn't  back 
yet,  but  it  may  be  only  a  matter  of 
time.  Consider  the  following: 

The  index  of  REIT  shares  compiled 
by  the  National  Association  of  REITs 
has  been  making  new  highs  this  year. 
Recently  it  stood  at  about  111 
(1972  =  100),  up  from  35,  the  low 
point  reached  in  December  1974. 
Seminars  explaining  how  to  organize 
REITs  are  popping  up  around  the 
country.  REIT  assets  climbed  to  $9.5 
billion  last  year,  vs.  $7.5  billion  at  the 
end  of  1983  (but  well  below  the  $20.5 
billion  at  the  peak  in  1974). 

And,  most  telling,  underwriters  can 
sell  REIT  issues  to  the  public  again, 
and  are  doing  so  in  multibillion-dollar 
amounts.     According    to     NAREIT, 
some  $2.2  billion  of  REIT  equity  is- 
sues were  registered  with  the  SEC  or 
completed    during    this    year's    first 
quarter    alone.    Bruce    Gaxrise 
Houston-based  Lovett  Mitchell 
&  Garrison,  who  specializes  in  REITs, 
projects  that  REITs  could  raise  over 
$3  billion  by  selling  new  share? 
public  this  year.  Thai  wo 
most  since  the  early  1970s. 


Notable  big  issues  in  1984  and  1985 
include  Consolidated  Capital  Income 
Opportunity  Trust,  a  huge  $400  mil- 
lion mortgage  trust  brought  out  by 
Consolidated  Capital  Securities,  vet- 
eran REIT  and  real  estate  limited  part- 
nership sponsor.  Another,  led  by  in- 
vestment bankers  Salomon  Brothers 
and  Paine  Webber,  is  EQK  Realty  In- 
vestors I,  which  sold  10  million  shares 
of  an  equity  REIT  to  be  managed  by 
Equitable  Life  Assurance  and  Kravco, 
raising  $180  million. 

Why  have  REITs  climbed  out  of  the 
doghouse?  Call  it  the  law  of  diminish- 
ing alternatives.  The  Tax  Reform  Act 
of  1984  curbed  some  tax-shelter  part- 
nership writeoffs.  REITs  have  also 
been  helped  by  the  Treasury's  tax  re- 
form proposals.  It's  unclear  what 
Congress  will  enact,  but  Robert  A. 
Frank  of  Alex.  Brown  &  Sons  already 
calls  it  "the  REIT  Relief  Act."  Says 
Frank:  "If  the  Treasury  proposals  are 
enacted,  it  would  virtually  eliminate 
tax-shelter  real  estate.  Investors  are 
shifting  to  taxable  publicly  traded  real 
estate  vehicles  providing  current  in- 
come, particularly  REITs." 

Structural  changes  in  real  estate  fi- 
nancing sources  also  have  helped.  In 
recent  years  insurance  companies  and 
S&Ls  have  provided  considerably  few- 
er new  long-term  fixed  mortgages 
than  they  once  did.  Now  other  financ- 
ing sources  are  emerging,  including 
the  REIT  mortgage  trust. 

HTs  have  also  evolved  to  provide 
a  product  better  suited  to  the  times. 
An  example:  the  finite-life,  or  self- 


he  dropped  the  net,  he  knew  he  was 
going  to  have  a  new,  very  large  share- 
holder. They  still  could  have  backed 
away,  and  they  didn't. 

Sounds  as  if  Du  Pont's  got  itself  a 
strong  long-term  investor.  ■ 


liquidating  REIT.  Traditionally  REITs 
have  invested  in  and  held  most  of  the 
real  estate  rather  than  selling  it.  Thus 
these  REITs  probably  didn't  reflect 
the  market  worth  of  the  properties. 
Prices  largely  tended  to  reflect  current 
and  anticipated  dividends,  mostly  ig- 
noring increases  in  the  value  of  the 
underlying  investments.  The  finite- 
life  REIT  is,  to  a  large  extent,  an  at- 
tempt to  reduce  that  discount.  Be- 
cause they  have  a  limited  life  span, 
typically  7  to  15  years,  the  shares  tend 
to  sell  closer  to  net  asset  value  as  the 
liquidation  date  approaches. 

Then,  too,  people  have  short 
memories.  Ten  years  having  passed 
since  the  great  crash  of  1974-75,  the 
negative  image  of  REITs  has  faded. 
Few  investors  today  recall  the  losses 
incurred  from  the  bankruptcy  of  giant 
trusts  like  the  nearly  $1  billion  (as- 
sets) Chase  Manhattan  Mortgage  & 
Realty  Trust  (now  reborn  as  the  Tri- 
ton Group,  a  holding  company). 

Can  this  boom  be  followed  by  a 
bust?  Yes.  In  March  Americana  Ho- 
tels &  Realty,  a  REIT  run  by  Bass 
Brothers  Enterprises,  that  specializes 
in  hotel  loans  with  equity  participa- 
tions, said  cash  flow  wouldn't  meet 
expectations  the  rest  of  the  year  and  it 
might  have  to  cut  dividends.  Shares 
dropped  more  than  15%  in  one  day. 

Some  mortgage  REITs  that  lend 
heavily  to  partnerships  to  make  prop- 
erty acquisitions  could  suffer  if  prop- 
erty values  and  prices  drop  signif- 
icantly, particularly  if  the  trusts  were 
making  second  mortgage  and  wrap- 
around mortgage  loans  on  properties 
that  go  into  default. 

With  lots  of  new  REITs  appearing, 
investors  must  be  especially  wary. 
Alex.  Brown's  Frank  warns  them  "to 
be  very  cautious  about  newly  under- 
written issues,  because  they  tend  to 
sell  off  in  the  first  few  months,  some 
modestly  and  some,  in  cases  like  ICM 
Properties,  about  12%.  It  takes  some 
time  for  the  current  dividend  yield  to 
justify  the  offering  price." 

The  REITs  of  the  mid-1980s  may 
not  be  the  REITs  of  the  mid-1970s 
because  some  buy  properties  without 
leverage,  but  that  doesn't  mean 
they'll  prove  to  be  terrific  invest- 
ments. The  big  money  has  already 
been  made  by  shrewd  investors  who 
bought  in  at  50  cents  on  the  dollar.  ■ 
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Shattering  old  ideas 
about  safety. 


The  energy  -absorbing  steering  column, 
multi-beam  headlamps,  side -guard  door  beams 
and  windshield  safety  glass  were  GM-pioneered. 

Today,  we're  working  to  develop  new  ways 
to  build-in  safety. 

Our  latest  effort:  the  GM  "Inner  Shield" 
windshield.  It's  in  limited  production  now.  It's  a 
flexible,  two-part  plastic  layer  that's  applied 
to  the  windshield's  inner  surface  to  help  protect 
you  against  facial  cuts  and  lacerations  from 
broken  glass. 


Exclusively  GM,  it's  just  one  more  way  we 
are  helping  to  protect  the  most  important  part 
of  our  cars:  You  and  your  passengers. 

We  believe  in  taking  the  extra  time,  giving 
the  extra  effort  and  paying  attention  to  every 
detail.  That's  what  it  takes  to  provide 
the  quality  that  leads  more 
people  to  buy  GM  cars  and  trucks 
than  any  other  kind. 

That's  the  GM  commitment 
to  excellence. 


Nobody  sweats  the  details  like  GM, 

Chevrolet  •  Pontiac  •  Oldsmobile  •  Buick  •  Cadillac  •  GMC  Truck 


The  right  suit 
might  not 
grant  entree 
to  the  Boardroom. 

But  the  wrong  suit 

could  very  well 
keep  you  out 

Becoming  a  member  of  the  Board  is  a 
mark  of  sound  business  judgment.  So 
is  the  selection  of  the  right  suit.  That's 
why  so  many  business  leaders  choose 
Hart  Schaffner  &  Marx.  In  the  world  of 
suits,  it's  about  the  soundest  judgment 
you  can  make. 


IHart 
'  Schaffner 
1U  &  Marx. 


The  Right  SuiL 

The  Right  Suit  in  ViracW* Cloth,  a  fine 
blend  of  55^  Dacron®  polyester/ 45%  wool 
worsted,  M  yen  by  Burlington  Mens  wear. 

For  the  name  of  the    *  .>. 
Hart  Schalfrjer  &  Marx  retailer 
in  your  area,  call  toll-free 
1-800-F-A-SH-T-O-N 


AAL               Wr  Brand 

101  North  Wacker  Drive,  Chicago  III  6 
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Sooner  or  later,  Hawaii  s  vested  labor,  po- 
litical and  business  interests  will  have  to 
yield  to  market  forces.  The  raiders  must 
think  it  will  be  sooner  rather  than  later. 

Extra!  Capitalism 

breaks  out 

in  Hawaii! 


By  Anne  Bagamery 

Is  Hawaii's  long-standing 
hostility  toward  business 
finally  guttering?  Are  the 
islands'  red-tape  factories 
coming  down?  That  seems  to 
be  the  message  from  the 
recent  market  activity  in  the 
stocks  of  Hawaii's  old-line 
sugar  and  pineapple  growers: 

•  Honolulu's  seasoned 
proxy  fighter  Harry  Weinberg, 
76,  announced  his  intention 
last  November  to  unseat  the 
management  of  $486  million 
(revenues)  Alexander  &  Bald- 
win when  the  annual  meeting 
convenes  Apr.  25.  A&B  Chair- 
man Robert  Pfeiffer  says  he  is 
"totally  committed"  to  defeat- 
ing Weinberg.  But  Weinberg,  a 
large  man  who  is  said  to  be 
worth  $450  million  yet  flies 
coach  and  worries  about  his 
air  mileage  bonus  when  he  vis- 
its Johns  Hopkins  Medical  Center  for 
cancer  therapy,  has  been  bowling  over 
managements  for  decades.  He  already 
owns  25%  of  A&JJ's  equity  and  has  3 
of  A&B's  1 1  board  seats. 

•  Castle  &.  Cooke,  kneecapped  last 
year  when  its  executives  borrowed 
$100  million  to  pay  greenmail  to 
groups  led  by  Houston  investor 
Charles  Hurwitz  and  Professor 
George  Kozmetsky,  has  agreed  to 
merge  into  Los  Angeles  wheeler-deal- 
er David  Murdock's  Flexi-Van  Corp. 
for  about  $1 1  a  share.  But  Minneapo- 
lis' Irwin  Jacobs  owns  12%  of  Castle 
&  Cooke  at  an  average  price  of  $14 — a 
$9.2  million  paper  loss.  He  is  fighting 
the  Murdock  plan.  Waiting  to  see  how 
this  will  all  shake  out  is  Bethesda, 
Md.  money  manager  Torray  Clark  &. 
Co.,  with  19%. 

•  Executives  at  $2.4  billion  (sales) 


Governor  Ariyoshi  and  Development's  Keith 
Getting  more  business-friendly — but  slowly. 


Amfac  have  been  liquidating  assets 
before  a  raider  does  it  for  them 
(Forbes,  Jan.  28).  But  with  Torray 
Clark  owning  21%  of  the  company 
and  the  Bass  brothers  holding  another 
5.6%,  an  attempt  to  "restructure" 
Amfac  may  yet  materialize. 

The  lure  here  is  Hawaiian  land  on  a 
Texas  scale — and  carried  on  the  books 
at  Chinese  prices.  Castle  &  Cooke 
owns  150,000  acres,  including  98%  of 
the  undeveloped  island  paradise  of 
Lanai.  The  land  is  carried  at  $34  mil- 
lion. Compare  that  with  the  $300  mil- 
lion that  Murdock  is  offering  for  some 
of  that  land — independent  of  his  offer 
for  the  company — and  no  one  can 
miss  the  potential  in  this  game.  Alex- 
ander &  Baldwin's  96,600  acres  in- 
clude the  state's  most  profitable  sugar 
plantation,  the  150-plus-acre  Kahului 
Industrial  Park  and  the  posh  1,200- 


acre  Wailea  resort  community,  all  on 
the  booming  island  of  Maui.  Stated 
value:  $38.4  million.  Even  A&B  con- 
cedes in  its  1984  annual  report  that 
their  current  value,  with  such  im- 
provements as  sewers  and  roads,  is 
more  like  $216  million.  Amfac,  target 
of  an  unsuccessful  Weinberg  raid  in 
the  1960s  and  the  more  successful 
raid  by  the  Basses  in  1982,  owns 
59,000  acres  booked  at  a  small  frac- 
tion of  their  estimated  value  of  $800 
million  or  more. 

These  holdings  have  been  well 
known  for  years,  of  course.  But  an 
unholy  alliance  of  Hawaii's  antibusi- 
ness  politicians  and  unions  with  its 
ingrown  corporate  oligarchy  has 
served  to  keep  the  haoles  (Hawaiian 
for  "outsiders")  at  bay. 
rd  men™  Triat  may  be  ready  to 
change.  A  kind  of  capitalist 
earthquake  seems  about  to 
shake  the  islands  as  the  politi- 
cians, sensitized  by  the  dete- 
riorating economy  they  have 
created,  get  the  message  that 
their  harsh  regulation  and  no- 
growth  mentality  are  driving 
badly  needed  investment  and 
jobs  elsewhere. 

"For  years — decades — we've 
been  living  in  a  protected  envi- 
ronment," says  Amfac  Chair- 
man Henry  A.  Walker  Jr.,  63,  a 
Hawaiian-bom,  Harvard-edu- 
cated businessman  whose  fa- 
ther ran  the  company  before 
him.  "Now  that  protection 
may  be  taken  away,  and  we 
face  the  fact  that  we  may  have 
to  do  business  like  everybody 
else,  or  face  extinction." 

When  Walker  says  "protec- 
tion," he  means  the  fat  federal 
price  supports  that  have  pa- 

pered  over  the  Hawaiian  sugar 

industry's  uncompetitiveness  for 
years.  Hawaiian  sugar  costs  around  18 
cents  a  pound  to  produce,  vs.  a  world 
price  of  5  cents  a  pound.  Meanwhile, 
per  capita  sugar  consumption  in  the 
U.S.  has  fallen  to  two-thirds  its  1965 
level.  But  thanks  to  the  well-funded 
U.S.  Sweetener  Producers  Group  lob- 
by and  congressmen  like  Louisiana's 
Russell  Long,  U.S.  sugar  producers 
took  in  over  $650  million  in  price 
supports  last  year  alone.  That  held 
Hawaiian  sugar  production  at  1.3  mil- 
lion tons — more  than  double  what  it 
might  have  been  without  supports.  It 
also  helped  preserve  the  islands'  old 
power  structure,  because  land,  capital 
and  labor  resources  that  should  have 
flowed  elsewhere  were  artificially  fro- 
zen in  sugar.  Sugar  and  related  jobs 
still  employ  23%  of  the  work  force. 
At  the  same  time,  the  supports  en- 
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abled  the  state's  planners  and  union 
bosses  to  persist  in  their  delusion  that 
Hawaii  could  remain  a  lush,  agricul- 
ture-based workers'  paradise  insulat- 
ed from  hectic  change  on  the  main- 
land— a  view  that  only  served  to 
weaken  further  the  native  companies. 
In  1965,  for  example,  Castle  &  Cooke 
wanted  to  squeeze  some  liquidity 
from  its  land  base.  The  company 
asked  for  permission  to  develop  3,500 
acres  on  Oahu  for  an  office  park  and 
single-family  housing.  When  the  per- 
mit came  through  two  years  later  it 
was  for  583  acres.  The  park  today  is 
only  half-developed.  The  company, 
now  in  its  death  throes,  is  still  wait- 
ing to  hear  on  the  other  1,750  acres. 

"The  attitude  is,  'Let's  see  what  you 
can  do  with  this  small  piece,'  "  says 
Warren  Haight,  recently  retired  vice 
president  of  Castle  &  Cooke  in  Ha- 
waii. "  'If  you  don't  screw  it  up,  we'll 
give  you  a  little  more  and  see  if  you 
can  do  it  again.'  "  How  do  the  vested 
interests  defend  this  strangulation  by 
red  tape?  "We  don't  want  Waikikis  all 
over  the  islands,"  grumbles  Tommy 
Trask,  lord  of  Hawaii's  22,000-plus- 
member  longshoremen's  union.  Over 
the  years  Trask's  union  has  been  be- 
hind much  of  the  state's  antibusiness 
legislation. 

But  as  Amfac's  Walker  says,  the 
state's  economy  is  about  to  lose  its 
protected  status.  Market  forces  are  at 
the  gate.  Ronald  Reagan's  veto  of  the 
farm  aid  bill  last  month  is  taken  by 
many  Hawaiians  to  mean  that  sugar 
price  supports  won't  be  renewed 
when  they  expire  this  fall.  If  so,  thou- 
sands of  protected  jobs  could  disap- 
pear overnight,  unless  the  politicians 
change  their  spots. 

Thanks  in  some  measure  to  a 
Forbes  story  exposing  the  state's  in- 
credible business-unfriendliness 
(Forbes,  Jan.  31,  1983),  the  state's 
politicians  say  they  are  mending  their 
ways.  Governor  George  Ariyoshi,  un- 
der whose  pedantic,  11-year  adminis- 
tration Hawaii  has  repeatedly  failed 
to  loosen  land-use  restrictions, 
dumped  the  Department  of  Planning 
&.  Economic  Development's  un- 
abashed agriculture  booster  Hideto 
Kono  and  replaced  him  with  Kent 
Keith.  Keith,  36,  says  he  wants  to 
streamline  the  permit-application 
process  and  is  championing  a  bill  to 
reevaluate  the  state's  entire  1.9  mil- 
lion acres  currently  zoned  for  agricul- 
tural use.  Says  Keith,  a  Harvard-edu- 
cated Rhodes  scholar:  "We  have  to 
take  account  of  our  scarce  resources, 
but  not  at  the  expense  of  our  econom- 
ic future." 

That  just  might  be  more  than  a  fan- 
cy   line.    Says    Castle    &    Cooke's 
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Haight:  "The  planners'  attitude  has 
got  to  change.  And  it  is  changing." 
And  it  might  be  what  the  sensitive 
antennas  of  Jacobs,  Murdock,  Wein- 
berg et  al.  have  picked  up. 

If  the  land-use  restrictions  are  liber- 
alized, what  might  new  owners  do 
with  the  property?  To  a  limited  ex- 
tent, they  might  try  emulating  John 
W.A.  Buyers,  chairman  of  C.  Brewer 
&  Co.,  the  big  grower  that  sold  out  to 
Philadelphia's  IU  International  in 
1978.  Buyers  has  taken  6,300  of  his 
95,000  acres  and  planted  them  with 
macadamia  nuts,  which  are  not  price- 
supported  yet  are  about  five  times  as 
profitable  as  subsidized  sugar. 
"They're  a  natural,"  says  Buyers  of 
the  nuts.  "They're  identified  with  the 
islands,  and  they  use  a  lot  of  land  and 
need  a  lot  of  people  to  cultivate 
them."  Still,  with  only  $50  million  in 
sales,  Brewer's  Mauna  Loa  brand  al- 
ready has  40%  of  the  world  market  for 
macadamia  nuts  and  nut  products. 
Aware  of  the  limited  demand  for  nuts, 
Buyers  is  moving  into  guavas,  which 
now  account  for  350  of  Brewer's  acre- 
age. The  world's  thirst  for  guava  juice 
has  yet  to  be  quantified. 

Factories?  Hawaii's  labor  force  is 
high  cost.  And  although  planners  talk 
a  lot  about  attracting  high  tech-ers  to 
the  islands,  even  the  islanders  find 
that  hard  to  swallow. 

So  that  leaves  tourism — cyclical 
but  still  the  islands'  principal  earner 
by  far — as  the  most  exploitable  use  for 
the  land.  In  this  the  new  owners  will 
be  imitating  and  accelerating  develop- 
ments like  Amfac's  25-year-old, 
1,200-acre  Kaanapali  resort  commu- 
nity on  Maui.  Amfac  Chairman  Walk- 
er thinks  his  land  there  is  "probably 
worth  $1  million  an  acre." 

Michael  Gibbs-Harris,  an  analyst  in 
Dean  Witter's  San  Francisco  office 
who  has  covered  the  plantation  scene 
for  years,  figures  developers  with  few- 
er bureaucrats  to  please  will  probably 
"develop  centers  of  population  on 
each  island,  like  Honolulu  is  for  Oahu 
and  like  what  is  already  happening  on 
Maui  and  Kauai.  These  areas  will  at- 
tract tourists  and  could  employ  some 
of  the  displaced  sugar  workers." 

Exactly  what  the  Hawaiian  island- 
scape  will  look  like  a  decade  hence  no 
one  knows.  But  unless  David  Mur- 
dock, Harry  Weinberg  and  Irwin  Ja- 
cobs— and  raiders  still  to  be  heard 
from — have  their  antennas  crossed,  it 
will  look  different.  "Let's  face  it, 
we're  building  buggy  whips  out 
there,"  says  Amfac's  Henry  Walker 
with  a  wave  toward  the  outlying  is- 
lands from  his  Honolulu  office.  "It's 
about  time  somebody  built  some- 
thing with  wheels."  ■ 
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The  headlines  shout  about  car  imports,  but 
the  real  challenge — and  the  real  change — 
for  the  U.S.  auto  industry  is  coming  from 
plants  the  fapanese  manufacturers  and 
suppliers  are  building  in  this  country. 

Made  in  the  U.S.A. 


By  Barry  Stavro 


It's  been  three  decades  since 
we've  had  so  many  car  companies 
building  here.  Count  them:  GM, 
Ford,  Chrysler,  AMC,  VW,  Honda, 
Nissan,  Toyota.  Number  nine, 
Mazda,  is  breaking  ground  this  year  in 
Michigan,  with  production  to  roll  in 
1987.  Number  ten,  Mitsubishi,  is 
scouting  for  sites. 

To  Detroit  these  plants  are  just  an- 
other name  for  imports,  low-cost 
parts  shipped  in  and  slapped  together. 
Listen  to  Roger  Smith,  GM's  chair- 
man: "What  they're  doing  is  springing 
off  the  facilities  in  Japan,  a  protected 
home  market.  All  he  does  is  call  up 
Fred— over  there  it's  not  Fred,  it's 
Homsun — and  say,  'Run  the  generator 
assembly  line  Saturday,  will  you,  and 
ship  them  to  the  States.'  It's  easier  for 
them  to  do  it,  springing  off."  Chrysler 
President  Harold  Sperlich  says, 
"You're  looking  at  token  assembly  to 
jump  a  quota  and  to  create  a  spirit  of 
goodwill." 

Forbes  doesn't  think  so.  Forbes 
thinks  that  in  a  decade  or  two  these 
assembly  plants  will  grow  into  full- 
fledged  auto  companies,  operating  like 
GM's  Opel  in  Germany,  or  Ford  of 
Europe,  manufacturing  major  compo- 
nents and  even  designing  cars  for  local 
production.  This  increased  competi- 
tion could  change  the  industry,  add 
variety,  increase  competition,  create 
tens  of  thousands  of  jobs,  meanwhile 
reducing  the  power  of  the  auto  work- 
ers union  and  holding  down  labor 
costs.  It's  a  revolution  in  the  making. 
What's  the  evidence?  Point  one 
covers  the  plans  and  ambitions  of  the 
Japanese  companies  themselves.  Of 
nearly  15  million  cars  and  light  trucks 
sold  in  the  U.S.  last  year,  less  than  3% 
came  from  foreign-operated  auto 
plants — Honda  in  Ohio,    Nissan   in 


Tennessee,  and  VW  in  Pennsylvania. 
But  four  years  from  now  four  Japanese 
car  companies  expect  to  roll  out  more 
than  1  million  vehicles  a  year  here: 
Honda  300,000,  Nissan  240,000, 
Toyota  250,000  and  Mazda  240,000. 
And  if  that  first  million  will  be  made 
largely  of  parts  shipped  from  the 
home  factories  in  Japan,  the  second 
million  won't. 

"Our  expansion  will  not  stop  at 
300,000  units.  We  want  to  be  a  major 
automobile  manufacturer  in  the  U.S," 
says  Shoichiro  Irimajiri,  president  of 
Honda  of  America  Manufacturing  in 
Marysville,  Ohio.  He  sees  his  own 
engine  lines  and  design  studios.  "In  15 
years  our  dream  is  more  than  1  mil- 
lion," Irimajiri  says.  "One  million  is  a 
good  number.  A  very  good  number," 
he  says,  rolling  the  figure  on  his 
tongue. 

In  Smyrna,  Tenn.,  Marvin  Runyon, 
who  runs  Nissan's  car-truck  manu- 
facturing, talks  the  same  way.  He  fig- 
ures on  making  vehicles  for  10%  of 
the  U.S.  market.  "By  the  end  of  the 
century,  I  would  think  that's  reason- 
able," he  says.  That's  another  1  mil- 
lion. Says  Robert  Hendry,  the  general 
manager  of  the  250,000-cars-a-year 
joint  Toyota-GM  plant  in  Fremont, 
Calif.:  "Long  term,  I  see  this  as  a  first 
step  on  Toyota's  part." 

Toyota  and  Mazda  are  just  starting 
out,  but  all  automen  think  alike.  The 
magic  number  is  1  million.  If  you  can 
sell  a  million,  you  can  afford  to  design 
and  build  your  cars  anywhere. 

Point  two:  The  car  makers  aren't 
coming  alone.  They  are  bringing  their 
own  suppliers  with  them.  Forbes 
counts  30  Japanese  auto  parts  suppli- 
ers already  in  or  setting  up  plants  in 
the  U.S.  That's  the  beginning  of  an 
empire,  an  auto  world  running  paral- 
lel to  the  existing  one. 

Point  three:  The  lifting  of  import 


[>ana  Thomas  Gamma-Liaison 


restrictions  might  not  discourage  pro- 
duction here.  The  Japanese  are  likely 
to  export  2.5  million  cars  to  the  U.S. 
in  the  next  12  months,  up  from  2 
million  in  the  past  12  (plus  another 
555,000  light  trucks).  Next  year  they 
will  probably  add  a  few  hundred  thou- 
sand more.  That  unrestrained  appe- 
tite could  well  bring  restraints  again, 
real  European-style  restraints.  When 
that  happens,  those  building  here  will 
have  the  inside  track. 

Of  course*  the  cars  have  to  be  sold, 
and  failure  is  always  a  possibility.  Re- 
member VW:  The  high-cost  cars  it 
builds  here  just  aren't  selling  well. 
But  the  Japanese  seem  convinced  they 
can  build  good  cars  here  and  keep 
costs  down.  Look  at  Honda. 

"The  quality,  I  think,  is  better  than 
in  Japan,"  Irimajiri  says  of  the  139,000 
Accords  built  here  last  year.  Honda  is 
spending  $240  million  to  move  to 
300,000  a  year  in  Ohio.  And  a  Honda 
car  plant  in  Canada  is  coming;  that's 
another  45,000  cars.  Honda  already 
stamps  doors  and  fenders  in  Ohio  and 
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Nisscvis  first  U.S. -made  Sentra  rolling  off  a  Tennessee  assembly  line  last  month 
"The  demand  is  going  to  be  there." 


molds  plastic  for  bumpers  and  dash- 
boards. The  next  step  is  to  get  a  $35 
million  motorcycle  engine  plant  in 
Anna,  Ohio  rolling  this  summer  for 
the  two-wheelers  Honda  builds  here. 
Those  are  1200cc  engines,  Honda's 
biggest  for  motorcycles. 

"That  engine  is  almost  big  enough 
to  power  a  small  car.  In  terms  of  size 
and  complexity,  the  step  to  building 
auto  engines  is  not  so  great,"  says 
Scott  Whitlock,  Honda's  auto  plant 
manager.  Irimajiri,  who  is  only  45  and 
wears  the  standard  Honda-issue  white 
factory  coveralls,  says,  in  his  deliber- 
ate English,  that  an  auto  engine  plant 
will  soon  follow.  And  Honda's  West 
Coast  design  studio,  in  business  since 
1981,  gets  credit  for  the  widely  hailed 
CRX  model,  a  50mpg,  low-priced  two- 
seat  sports  car.  He  expects  that  within 
ten  years  half  of  Honda's  body  designs 
and  engineering  for  body  construction 
will  be  done  in  the  U.S. 

Why  build  and  export  jobs  from  Ja- 
pan when  quotas  are  off? 

"In  Japan  we  have  the  limit  of  ca- 


pacity of  production.  And  in  Japan  the 
cost  of  land  is  so  high,"  Irimajiri  says. 
The  500  acres  Honda  bought  in  Ohio 
for  its  engine  site  cost  $4,100  an  acre. 
In  Japan  it  would  cost  maybe 
$100,000  an  acre.  What's  more,  the 
big  profits  are  to  be  made  in  the  U.S., 
not  Japan.  Last  year  about  40%  of 
Honda's  world  car- truck  sales— and 
about  65%  of  the  profits — were  made 
in  the  U.S.  "Our  growth  depends  on 
the  growth  of  American  Honda,"  he 
says.  "It's  the  key  point.  We  can  and 
we  must  expand." 

He  also  says  the  U.S.  production  is 
in  the  black  despite  that  celebrated 
$2,000-plus  per  car  cost  advantage  in 
Japanese-made  cars.  "That  cost  differ- 
ence now  [in  Ohio]  is  under  $500,"  he 
says.  Honda  is  nonunion,  and  its  expe- 
rienced workers  (called  "associates") 
get  $11.50  an  hour  against  a  $13.07 
average  at  GM.  There  are  no  pensions 
to  pay  yet,  the  medical  program  is 
probably  much  cheaper  and  produc- 
tivity is  believed  to  be  higher.  The 
plant    now    builds    only    expensive 


($12,000)  Accords,  but  it  will  soon 
turn  out  low-priced  Civic  models. 
This  is  ironic:  Detroit  says  it  must 
buy  small  cars  from  Japan  while  the 
Japanese  start  assembling  them  here. 
"So  the  Detroit  attitude  means  they 
give  up  competing  in  the  small  mar- 
ket size.  What  will  be  the  next  step?" 
wonders  Irimajiri.  He  says  if  Honda 
can  make  profits  on  the  small  U.S. 
Civics,  making  money  on  bigger  cars 
will  be  child's  play. 

Honda  does  business  with  four  Jap- 
anese parts  companies  in  Ohio. 
"Probably  growth  in  automobiles  in 
Japan  will  be  reduced.  So  as  an  auto 
parts  supplier,  we  have  to  follow  the 
auto  industry,  otherwise  we  lose  that 
customer,"  says  Toshio  Uchikawa,  an 
officer  of  Stanley  Electric,  which 
makes  headlights  and  taillights  for 
Honda  in  Ohio. 

The  famous  just-in-time  delivery 
system  is  at  work  with  Bellemar 
Parts,  next  door  to  the  car  plant  in 
Ohio.  Bellemar,  which  makes  seats 
and  mufflers,  is  owned  by  Honda 
(80%)  and  two  Japanese  suppliers.  A 
computer  in  the  parts  factory  tracks 
the  cars  as  they  start  their  assembly- 
line  run.  Bellemar  then  builds  the 
seats  to  order,  and  80  minutes  later 
the  seats  go  out  its  door  and  are  hoist- 
ed on  conveyer  belts  in  the  car  plant 
to  catch  up  to  the  nearly  completed 
car  for  installation. 

Over  in  Tennessee,  Marvin  Run- 
yon,  a  lanky,  silver-haired  former 
Ford  executive  who  is  now  60  and 
who  expects  to  be  around  for  another 
ten  years,  has  directed  Nissan's  $750 
million  U.S.  investment.  But  Honda 
and  Nissan  are  not  twins.  Honda 
seems  more  Japanese,  Nissan  more 
American.  Honda  has  130  full-time 
Japanese  supervisors,  Nissan  has  only 
13.  The  Nissan  plant  has  been  build- 
ing trucks  since  1983  and  just  added 
the  small  Sentra  car,  the  bestselling 
(189,000  units)  imported  car  in  the 
U.S.  last  year. 

But  Runyon,  an  ambitious  execu- 
tive who  wears  a  blue  work  suit  like 
everybody  else,  has  bigger  plans.  He 
convinced  Nissan  to  double  the 
amount  of  land  it  bought  in  Tennes- 
see. Today  Nissan  is  using  barely  half 
its  890  acres,  and  dairy  farming  isn't  a 
likely  alternative.  "Nissan  has  a  plan 
for  the  1990s,  to  have  10%  of  the 
worldwide  market,"  Runyon  says. 
That'll  be  4  million  vehicles  (last  year 
Nissan  produced  2.5  million,  mostly 
in  Japan).  He  figures  3  million  would 
be  built  in  Japan  and  the  remainder 
abroad.  "That  would  say  there's  a  lot 
of  room  for  growth  in  the  U.S., 
wouldn't  it?" 

The  Tennessee  plant,  with  its  228 
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Today's  business  executives  have  a  lot  of  details  on  their  minds.  That's  why 
every  Smart  Desk  should  have  an  IBM  3270  Personal  Computer. 

The  screen  of  the  3270  PC  can  be  divided  into  several  windows.  So  you  can 
simultaneously  view  information  from  a  variety  of  sources,  including  data  from 

one  or  more  host  computers. 
In  the  blue  window,  you  c 
look  over  the  day's  agenda  pi 
refer  to  a  menu  of  function  k* 
to  simplify  routine  operation 
For  example,  if  you  want  to  review  sales  figures  before  today's  meetings,  justi 
call  up  a  handy  spreadsheet  in  the  yellow  window.  Then,  to  view  a  three -year 
quarterly  summary  in  a  third  window,  call  up  a  bar  graph 
from  your  host  computer.  And  to  jot  down  reminders,  use 
one  of  the  two  electronic  notepads. 

These  multiple  windows  are  available  in  eight  colors.  They 
are  ideal  for  cross  referencing  account  records,  inventory  files, 
even  your  company's  investment  portfolio.  Any  window  can  be 
viewed  full  screen  for  detailed  analysis.  Or  sized  and  moved  to 
any  area  of  the  screen.  So  you  can  have  control  over  the  little 
details  and  not  lose  sight  of  the  big  picture. 

And  the  3270  PC  is  backed  by  IBM's  commitment  to  service 
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robots,  should  be  making  a  profit  next 
year  with  its  240,000-capacity  for  cars 
and  trucks.  "If  we  decided  to  double 
capacity  to  480;000,"  Runyon  says, 
"then  you're  getting  closer  to  a  magic 
number."  He  means  enough  volume 
to  justify  other  investments.  "You 
might  consider  what  else  you  can  do 
in  the  way  of  basic  manufacturing: 
engines,  transmissions,  drive  shafts, 
axles."  Nissan  has  a  new  engine  plant 
in  Mexico  that  will  ship  engines  to 
Tennessee  later  this  year,  an  example 
of  the  tie-ins  being  built  in  the  three 


Detroit's  contracts.  No  pensions  are 
being  paid  yet,  and  Nissan  workers 
pay  12.5%  of  their  own  medical  pre- 
miums. Detroit's  UAW  members 
contribute  nothing  to  medical  premi- 
ums. This  means,  all  in  all,  signif- 
icantly lower  labor  costs. 

It  appears  that  Japanese  companies 
without  U.S.  partners  want  to  operate 
nonunion.  Those  with  U.S.  partners, 
like  Toyota  and  Mazda,  seem  willing 
to  take  on  the  UAW  to  avoid  prob- 
lems for  their  U.S.  partners. 

Mazda,    which   is   25% -owned  by 


Jim  Turner,  the  UAW's  organizer  for 
Nissan.  But  he's  had  no  luck  organiz- 
ing there  so  far. 

The  lower  labor  costs  from  non- 
union manufacturers  and  suppliers, 
and  the  special  deals  made  to  get  the 
Japanese  into  unions,  will  be  only  part 
of  the  change  coming  to  the  industry. 
Different  work  techniques,  from  the 
morning  exercise  classes  to  the  team 
production  at  Honda  to  quality  con- 
trol, will  be  truly  tested  against  tradi- 
tional U.S.  techniques. 

The  Japanese  could  fail  here,  as  Stu- 
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Honda  of  America  President  Shoichiro  Irimajiri  ( center)  mid  two  "associates"  at  Honda's  Ohio  car  plant 
"The  quality,  I  think,  is  better  than  in  Japan." 


North  American  nations. 

Japanese  suppliers  are  settling 
around  Nissan's  plant,  too.  Calsonic, 
a  unit  of  Nihon  Radiator,  built  an  air 
conditioner  plant  40  miles  away.  Cal- 
sonic is  already  doing  more  than  $100 
million  a  year  in  sales  in  the  U.S., 
making  air  conditioners  for  Nissan, 
plus  some  GM  parts. 

Nissan  and  Honda  and  many  of 
their  partsmaking  partners  are  non- 
union, and  it  makes  a  key  difference 
in  this  parallel  world  being  created  by 
the  Japanese.  Straight-time  pay  rates 
seem  to  be  close  (new  hires  start  at 
$10.35  at  Nissan),  but  Nissan  workers 
do  without  cost-of-living  escalators  or 
profit-sharing.  They  get  shorter 
breaks,  10  minutes  twice  per  shift 
against  23  minutes  twice  per  shift  in 


Ford,  will  get  a  special  deal  at  its 
Michigan  plant.  It  will  pay  85%  of 
Ford's  wages  at  the  start,  paying  the 
full  rate  only  by  the  fourth  year.  There 
probably  will  be  major  concessions  on 
work  rules,  and  a  big  cut  in  the  number 
of  job  classifications.  Chrysler  will  use 
this  as  a  lever  in  its  UAW  bargaining 
and  has  a  good  case.  The  UAW  is 
letting  the  Japanese  build  cars  at 
cheaper  labor  rates,  and  these  cars  will 
sell  against  Chrysler's.  "They  say  it's 
only  for  three  years,"  says  a  Chrysler 
vice  president.  "I  told  Owen  Bieber 
jUAW  president],  'Fine,  give  me  that 
discount  for  three  years.'  " 

"It's  just  unfortunate  so  many  peo- 
ple in  there  don't  know  what's  going 

i  in  other  places.  Baloney  tastes 
good  if  you've  never  had  sirloin,"  says 


debaker,  Hudson,  Kaiser  and  Willys 
did  before  them.  After  all,  it  may  have 
cost  VW  some  $1  billion  since  1976 
on  its  U.S.  production  effort.  But  giv- 
en the  potential  rewards,  they  seem 
determined  fo  take  the  risks.  "The 
demand  is  going  to  be  there,"  says 
Marvin  Runyon  of  Nissan. 

GM  Chairman  Roger  Smith,  for 
one,  seems  almost  eager  for  the  con- 
frontation. He  can't  match  Japanese 
costs  in  Japan,  but  if  the  Japanese  real- 
ly try  to  build  new  empires  in  the 
U.S.,  that  means  a  new  game,  on  a 
level  playing  field.  It's  a  game  he 
thinks  GM  could  win.  "When  they 
start  doing  the  castings  and  engines, 
the  transmissions  here  in  the  U.S. — 
oh,  come  on  in — then  we'll  give  them 
a  different  story."  ■ 
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PLAY  YOUR  CARDS  RIGHT  AND 
GET  A  LINCOLN  FROM  BUDGET  FOR 


Show  us  any  of  the  above  cards  and  you'll  drive  away  in  a  full-size  Lincoln  for  just  $39.95  a  day. 

Budget  has  more  Lincolns  than  Hertz,  Avis  and  National  combined.  So  it's  easy  for 
you  to  get  a  Lincoln  for  the  same  low  price  our  own  corporate 
customers  pay. 

For  reservations  and  information,  see  the  Yellow  Pages, 
call  your  travel  consultant,  or  call  Budget  toll-free: 

800-527-0700 

Offer  available  at  most  major  airports  except  the  following:  Little 
Rock,  AR;  Phoenix,  AZ;  Ft.  Wayne,  IN;  JFK,  La  Guardia,  Syra- 
cuse, NY;  Corpus  Christi,  TX;  Richmond,  VA.  Car  must  be  returned 
to  renting  location.  Refueling  services,  taxes  and  optional  coverages 
additional.  Rate  includes  unlimited  mileage.  Offer  not  available  with 
any  other  discount  or  promotion.  Normal  rental  requirements  apply. 
Rate  at  Newark  airport  and  non-airport  New  York  City  locations  is 
$49.95. 


Sears 


Use  your  Sears  credit  card  it  autho- 
rized disinbulion  cenlers  looted  in 
mosl  Budget  oltices  For  reservations 
oil  toll-free  800-5270770. 


You  get  more  than  just  a  car  at  Budget. 


Rrl985, 

Mercedes-Benz 

introduces  something 

more  important 

than  a  new  model. 


THE  MERCEDES-BENZ  sedan 
speeds  straight  toward  a  patch  of 
test  track  slicked  down  with  a 
diabolical  mixture  of  soapsuds 
and  water. 

A  splash  as  the  tires  meet  wet 
pavement-and  then  the  driver 
slams  on  the  brakes. 

But  what  seems  bound  to 
happen  in  the  next  heart-stop- 
ping instant,  doesn't  happen. 
Violent  braking  action  on  that 
treacherous  surface  sets  off  no 
violent  counterreaction. 

That  Mercedes-Benz  sedan 
simply  snubs  down  to  a  quick, 
straight-line  stop.  Soapsuds  and 
water  and  all. 

THE  MERCEDES-BENZ 

ANTI-LOCK  BRAKING  SYSTEM 

COMES  TO  AMERICA 

That  Mercedes-Benz  sedan  has 
just  demonstrated  the  most  < 
tionally  reassuring  advance  in 
passenger  car  braking  control 
since  the  disc  brake. 


It  is  the  Mercedes-Benz  Anti- 
lock  Braking  System,  or  ABS.  And 
having  pioneered  both  its  early 
development  and  its  subsequent 
use  in  production  automobiles, 
Mercedes-Benz  now  proudly  in- 
troduces this  significant  engineer- 
ing feature  to  America.  It  is  being 
fitted  as  standard  equipment  to 
every  1985  Mercedes-Benz 
500  SEC  Coupe,  500  SEL  Sedan, 
380  SL  Coupe/Roadster,  380  SE 
Sedan  and  300  SD  Turbodiesel 
Sedan,  and  as  an  extra-cost 
option  to  the  190 E  2.3  and  190 D 
2.2  Sedans. 

Functioning  in  concert  with 
the  cars  four-wheel  disc  brakes, 
the  Mercedes-Benz  Anti-lock 
Braking  System  is  meant  to  first 
sense  the  impending  lockup  of 
one  or  more  of  the  cars  wheels 
in  a  sudden  braking  emergency 
-then  to  act,  with  lightning 
speed,  to  avert  it. 

The  benefits  are  clear  By  mini- 
mizing the  risk  of  the  cars  wheels 


locking  up  in  hard  braking,  the 
system  can  also  minimize  the 
potential  consequences:  the  sue 
den  loss  of  tire  adhesion  that 
could  turn  a  steerable  vehicle 
into  a  sliding  object  no  longer 
under  the  drivers  full  control. 

More  reassuring  still,  the  sy 
tern  is  designed  for  braking 
emergencies  on  slippery-wet 
roads  as  on  dry  roads-indeed, 
to  maintain  optimum  braking 
performance  almost  regardless^ 
of  road  surface  conditions. 

SENSING  TROUBLE  BEFOR 
IT  BECOMES  TROUBLE 

The  decision-making  "brain"  of 
the  Mercedes-Benz  Anti-lock 
Braking  System  is  an  on-board 
computer.  Electronic  sensors, 
placed  at  both  front  wheels  anc 
the  drive  pinion  of  the  rear  axle 
are  the  systems  vital  nerve  end' 

In  a  moving  car  under  nor- 
mal driving  conditions,  those 
sensors  are  constantly  signaling 
the  rotational  speed  of  the  whe 
to  the  computer.  Registering  a 
millisecond-by-millisecond  ele< 
tronic  bulletin  on  the  precise 
state  of  adhesion  between  the 
cars  tires  and  the  road  surface. 

Then  comes  that  sudden 
emergency.  The  driver  reacts  tc 
clanger  ahead  by  reflexively  hit 
ting  the  brake  pedal  hard;  hard 
enough,  in  a  conventional  brak 
ing  system,  to  risk  locking  up  o 
or  more  of  the  cars  wheels. 

But  those  electronic  sensor 
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in  laic  braking  action  as  often  as  10  separate  times.  Prei  enting  u  'heel  lockup-and  keeping  the  car  precisely  steerable  throughout. 


iave  already  detected  the  onset  of 
/heel  slip  and  alerted  the  com- 
luter.  And  the  computer  starts 
egulating  fluid  pressure  in  the 
cake  lines.  Modulating  and 
adencing  brake  pressure,  via 
olenoid  valves  in  the  brake  lines, 
s  often  as  ten  times  per  second, 
lountering  lockup  of  all  four 
/heels  or  any  individual  wheel. 
And  thereby  allowing  the  car 
d  be  swiftly  and  smoothly  de- 
elerated.  Allowing  the  car  to  be 


precisely  steered  and  maneu- 
vered as  it  decelerates.  Helping 
the  driver  to  avoid  a  collision,  or 
simply  to  stay  on  the  road. 

6,000,000,000  MILES 

Mercedes-Benz  began  develop- 
ment work  on  the  principle  of  the 
anti-lock  braking  system  as  far 
back  as  1959,  first  fitted  a  working 
system  to  a  production  auto- 
mobile in  1978,  and  has  since 
seen  250,000  of  its  cars  roll  up 


over  six  billion  miles  of  experi- 
ence with  the  system  worldwide. 

Once  again  following  where 
Mercedes-Benz  has  shown  the 
way,  some  domestic  and  foreign 
makers  will  shortly  introduce 
similar  anti-lock  braking  systems 
to  America.  They  can  emulate  the 
idea.  They  cannot  emulate  this 
depth  of  experience. 

The  entire  system  is  designed 
to  be  electronically  self-checking, 
constantly  monitoring  itself  and 
primed  to  shut  down  instantly 
should  a  malfunction  ever  be  in- 
dicated. The  cars  separate  four- 
wheel  disc  brake  system  would, 
of  course,  remain  fully 
operational. 

In  terms  of  enhancing  control 
of  the  car  in  a  braking  emergency, 
the  Mercedes-Benz  Anti-lock 
Braking  System  may  be  the  best 
ally  a  driver  has  ever  had.  In 
terms  of  automotive  leadership, 
this  major  advance  underscores 
the  truth  of  the  motto  below:  for 
1985,  as  for  the  past  99  years,  the 
automobiles  of  Mercedes-Benz 
are  indeed  engineered  like  no 
other  cars  in  the  world. 


Engineered  like  no  other 
car  in  the  world 


SEE  YOUR  AUTHORIZED 
MERCEDES-BENZ  DEALER 


What's  bugging  the  denizens  of  Wall  Street? 
To  judge  by  one  psychiatrist  practicing 
there,  it's  your  basic  narcissist's  hunger  for 
approval,  among  other  things. 

When  Wall  Street 
talks,  he  listens 


By  Patricia  O'Toole 


Psychiatrist  Jay  B.  Rohrlich 

"Entrepreneurs  see  psychotherapy  as  one  more  tool  they  can  use. 


No  one  on  Wall  Street  has 
more  inside  information  than 
Jay  B.  Rohrlich.  But  don't  ask 
him  for  stock  tips.  He's  a  psychiatrist; 
his  sources  tell  him  more  about  feel- 
ings than  finance. 

There  aren't  many  psychiatrists 
practicing  full  time  in  the  Wall  Street 
area — Forbes  was  able  to  find  just  one 
other — which  suggests  that  analyzing 
the  past  is  not  all  that  urgent  a  claim 
in  a  place  where  guessing  the  future  is 
everything.  But  judging  by  Rohrlich's 
crowded  schedule,  there's  a  market 
for  his  services.  "People  here  are  high- 
ly entrepreneurial,"  Rohrlich,  43, 
speculates.  "They  see  psychotherapy 
as  one  more  tool  they  can  use. 

"Success  on  Wall  Street  isn't  an  ac- 
cident," Rohrlich  says. 
"The  people  who  achieve 
it  are  very,  very  bright. 
But  sometimes  their  goals 
conceal  more  substantial 
issues  they  haven't  ad- 
dressed. The  dream  of 
making  a  pile  of  money, 
for  instance,  can  turn  out 
to  be  a  displacement  of 
something  else.  One 
short,  sexually  insecure 
man  told  himself  his  inse- 
curity would  go  away 
when  he  had  made  $5  mil- 
lion. When  he  reached 
that  goal,  he  was  still  un- 
sure of  himself  with  wom- 
en. He  dealt  with  that  by 
saying  $5  million  wasn't 
enough — he  needed  $10 
million." 

Narcissism  is  the  core 
of  many  such  problems, 
Rohrlich  believes.  "The 
need  to  have  the  kind  of 
adulation  that  only  a  par- 
ent can  give  a  child,  to 
have  complete  control 
over  your  environment 
and  over  other  people's  re- 
actions to  you,  is  an  adap- 
tive attribute  in  a  world 
that  thrives  on  power, 
control  and  acquisitive- 
ness," Rohrlich  says. 
"Narcissistic  conflicts 
don't  play  themselves  out 
at  the  office  because  peo- 
ple there  are  on  much  the 
same  wavelength.  But  at 
home  it's  a  different  story. 
Life  is  much  more  vague; 
decisions  aren't  based 
solely  on  whether  they'll 
make  money."  Love  is 
particularly  trying  be- 
cause   it    requires    relin- 
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quishing  control.  Some  of  those  un- 
able to  loosen  the  reins  often  try,  with 
stunningly  dismal  results,  to  run  their 
homes  like  offices.  One  of  Rohrlich's 
patients  confessed  that  he  hated  going 
home  because,  as  he  put  it,  "I  can't 
fire  anybody."  Others  avoid  home  by 
becoming  workaholics — a  theme 
Rohrlich  explored  in  his  book  Work 
and  Love:  The  Crucial  Balance  (Har- 
mony Books,  1982). 

Ironically,  the  narcissist's  insatiable 
hunger  for  approval  often  propels 
him  to  huge  success.  Craving  the  en- 
dorsement withheld  by  parents,  nar- 
cissists become  adept  at  pleasing  su- 
periors. But  the  raises  and  promotions 
they  get  as  a  result  seldom  fill  the 
hole  left  by  unloving  parents.  Rohr- 
lich tells  of  a  conversation  between 
father  and  son  after  the  son  and  his 
financial  triumphs  were  profiled  in 
the  New  York  Times.  When  the  elated 
son  phoned  his  father  to  ask  if  he  had 
seen  the  article,  the  father  said  he  had. 
Period.  The  son  inquired  what  he 
thought  of  it.  The  chilling  reply:  "I  see 
you  still  wear  glasses." 

"There  seems  to  be  an  inverse  rela- 
tionship between  the  amount  of  suc- 
cess narcissists  achieve  and  the 
amount  of  praise  they  got  from  their 
parents,"  Rohrlich  says,  adding  that 
the  problem  is  not  confined  to  young 
adults.  "I  see  men  45,  50  and  60  years 
old  still  trying  to  win  their  parents' 
approval." 

Although  Wall  Street  doesn't  have  a 
monopoly  on  narcissism,  narcissistic 
conflicts  often  unfold  on  The  Street  in 
ways  not  found  elsewhere.  "Traders 
live  in  a  second-to-second  world,  and 
good  traders  don't  get  emotionally  in- 
volved in  particular  stocks,"  Rohrlich 
says.  "If  a  trader  has  a  deep  need  to 
collect  testimonials  to  himself,  he 
may  extend  his  trading  mentality  to 
personal  relationships  by  recycling 
wives  or  having  a  series  of  liaisons 
with  women  other  than  his  wife." 

Saddest  of  all  are  the  approval-seek- 
ers who  finally  make  it  to  chief  execu- 
tive. "The  chairman  of  the  board  still 
needs  his  'attaboys' — perhaps  more 
than  anybody — but  once  you're  on  the 
top  rung  there  are  no  more  superiors 
to  pat  you  on  the  back,"  Rohrlich 
says.  The  feelings  of  isolation  and  re- 
jection can  be  unbearable,  and  they're 
exacerbated  by  the  chairman's  suspi- 
cion that  anyone  who  does  give  him 
an  "attaboy"  has  an  ulterior  motive. 
"This  is  the  paradox  of  power,"  Rohr- 
lich says.  "The  more  you  have,  the 
more  vulnerable  you  feel  to  being  ex- 
ploited." Many  of  those  feeling  lonely 
at  the  top  turn  to  philanthropy  in 
search  of  "attaboys."  "For  narcissists, 
this  is  a  socially  constructive  adapta- 
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tion,"  Rohrlich  says.  "They  can  raise 
millions  for  charity  and  win  praise 
from  the  larger  world." 

Rohrlich  believes  that  the  powerful 
are  among  the  least  understood  peo- 
ple in  society  because  their  subordi- 
nates (and  often  the  professionals  to 
whom  they  turn  for  advice)  are  typi- 
cally intimidated  by  the  sheer  fact  of 
their  power.  "When  you  see  some- 
body who's  worth  millions  and  is  ex- 
tremely powerful,  it's  difficult  to  em- 
pathize," Rohrlich  says.  "Envy  gets  in 
the  way.  Intimidated  subordinates 
who  see  themselves  trapped  in  a  vic- 
tor-victim dyad  don't  recognize  that, 
underneath  the  surface,  a  difficult,  ag- 
gressive boss  may  be  quite  insecure.  If 
they  dismissed  the  surface,  they 
would  be  able  to  relate  much  better  to 
the  real  person." 

Rohrlich  hastens  to  point  out  that 
insecurity  or  an  unslakable  thirst  for 
applause  is  not  a  prerequisite  for  a 
CEO's  job  on  Wall  Street,  nor  do  all 
traders  treat  relationships  as  transac- 
tions. "The  common  misperception  is 
that  Wall  Streeters  would  sell  their 
mothers  to  make  a  buck,  but  I  see 
people  who  are  enormously  sensitive 
and  feel  very  deeply  about  others," 
Rohrlich  says.  "They  suffer  many  of 
the  same  fears,  sadnesses  and  losses  as 
people  elsewhere.  They  just  deal  with 
them  differently  because  their  posi- 
tions of  power  and  prominence  leave 
them  so  exposed."  Above  all,  they  fear 
betraying  any  sign  of  weakness  to  the 
rest  of  the  world. 

Since  most  people  don't  engage  a 
psychiatrist  to  discuss  how  won- 
derful their  lives  are,  one  could  argue 
that  Rohrlich's  troubled  clients  have 
given  him  a  distorted  view  of  life  on 
The  Street.  Rohrlich  probably  would 
agree.  He  readily  admits  that  his  evi- 
dence is  anecdotal,  and  he  hesitates  to 
puff  it  up  into  generalities.  The  jour- 
nalistic impulse  to  wring  trends  from 
his  observations  is  anathema  to  him, 
because  it  obliterates  the  very  thing 
he  wants  to  stress:  the  individual's 
individuality. 

But  nine  years  and  hundreds  of  pa- 
tients after  his  arrival  in  the  district, 
Rohrlich  has  learned  enough  to  chal- 
lenge a  number  of  local  myths.  He  is 
convinced,  for  instance,  that  divorce  is 
no  more  prevalent  here  than  else- 
where in  business,  despite  the  natives' 
insistence  to  the  contrary. 

As  for  the  supposedly  untoward  ef- 
fects of  spending  one's  life  in  a  place 
as  relentlessly  competitive  as  Wall 
Street,  Rohrlich  makes  a  persuasive 
case  for  the  pluses  of  the  place.  For 
one  thing,  he  claims  to  have  found 
"tremendous  empathy"  among  Wall 
Street  firms  faced  with  psychological- 


ly disturbed  employees.  "I've  seen 
many  situations  in  which  employers 
were  willing  to  make  enormous  com- 
mitments of  time  and  money  to  help 
employees  get  well,"  he  says.  "In  one 
case,  a  manic-depressive  man  in  his 
manic  phase  spent  a  great  deal  of  his 
company's  money,  made  phone  calls 
around  the  world,  corresponded  with 
heads  of  state  and  was  extremely  dis- 
ruptive in  general.  Even  though  he 
wasn't  indispensable  to  the  firm,  they 
paid  him  during  the  six  months  he 
was  hospitalized  and  gave  him  his  job 
back  when  the  symptoms  were  re- 
moved. Today  he's  doing  very  well  at 
the  same  company." 

Flor  many,  however,  a  stigma  still 
attaches  to  seeking  psychiatric 
help.  Some  newcomers  to  Rohrlich's 
office,  worried  that  news  of  their  vis- 
its will  damage  their  careers,  pay  out 
of  their  own  pockets  rather  than  file 
claims  through  their  company  health 
insurance  plans.  Other  prospective 
patients — upper-echelon  types — have 
phoned  Rohrlich  to  ask  if  he  would 
see  them  on  their  turf.  For  them,  go- 
ing to  Rohrlich's  office  represents  a 
threatening  loss  of  control.  He  de- 
clines these  requests. 

With  his  close  connections  to  Wall 
Streeters  in  possession  of  high-grade 
market  intelligence,  Rohrlich  would 
seem  to  be  ideally  situated  to  succeed 
as  an  investor.  But  he  says  he  neither 
solicits  nor  accepts  financial  help 
from  his  clients.  "There  have  been 
patients  who  have  tried  to  encourage 
me  to  invest  in  certain  things  or  to 
give  me  information  they  had  as  in- 
siders. If  somebody  gives  me  a  tip,  I 
try  to  get  him  to  understand  why  he's 
doing  it.  If  I  took  a  patient's  advice,  I 
would  undermine  my  effectiveness  as 
a  psychiatrist." 

Market  technicians  are  dismayed  to 
learn  that  Rohrlich's  years  on  The 
Street  haven't  yielded  a  Rohrlich  indi- 
cator of  stock  or  bond  performance. 
The  Dow  rises  and  falls,  patients 
come  and  go,  and,  as  far  as  Rohrlich 
can  tell,  neither  pattern  has  anything 
to  do  with  the  other.  Since  many  view 
psychotherapy  as  a  luxury,  he  sus- 
pects a  bona  fide  financial  depression 
would  cause  his  business  to  fall  off 
considerably,  but  so  far  he  hasn't  been 
affected  by  market  ups  and  downs. 

Even  though  Rohrlich  feels  he  can't 
make  market  forecasts,  he's  clearly 
bullish  on  Wall  Street  itself.  "Beyond 
the  conformity  of  dress,  a  lot  of  un- 
usual people  and  unusual  behavior  are 
tolerated  here,"  he  says.  "Since  the 
test  of  any  idea  is  whether  it  will 
make  money,  individualistic  thinking 
is  rewarded  here  more  than  in  other 
environments."  ■ 
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by  Joel  Weiner 

In  the  spring  of  1983,  Tower  Capital  Man- 
agement Inc.  of  Avon,  Conn.,  decided  to  fol- 
low an  underwriter's  advice  and  check  out 
Electronics  Corporation  of  Israel  Ltd. 
(NASDAQ:ECILF),  then  floating  its  second 
Over-the-Counter  issue  in  the  United  States. 
Tower,  which  manages  some  $250  million 
in  pension  funds  for  many  of  the  most  im- 
portant companies  in  the  U.S.,  conducted 
its  own  due  diligence  process.  What  it  found 
was  a  highly  respected  innovator  of  tele- 
communication technologies.  As  a  result, 
Tower  picked  up  50,000  shares. 

"Israel  may  be  one  of  the  last  frontiers  for 
American  investors,"  says  Tower's  Manag- 
ing Director  Roy  C.  McKay.  "We  got  our  toes 
wet  and  are  now  looking  at  Israel  more 
closely.  What  we  see  is  a 
country  with  technology, 
good  manufacturing,  a  work 
force  that  cares  about  the  job, 
and  products  that  are  com- 
petitive in  the  United  States 
on  a  price-performance 
basis." 

In  buying  into  ECI,  Tower 
joined  the  growing  roster  of 
U.S.  institutional  investors 
taking  part  in  Israel's  econ- 
omy. They  are  invested  in  al- 
most 20  Israeli  companies  or 
financial  institutions  traded 
on  the  American  Stock  Ex- 
change, the  New  York  Stock 
Exchange  or  the  OTC 
market. 

"I  saw  a  country  with  a  very 
high  component  of  military 
technology  adapted  to  civil- 
ian use,"  recalls  John  Wester- 
gaard,  whose  $30  million 
Westergaard  Fund  is  invested 
in  five  Israeli  enterprises. 
"This  is  a  country  with  a  rel- 
ative advantage  in  the  sense 
that  it  has  a  highly  sophisti- 
cated scientific  community  linked  to  in- 
dustry and  a  labor  force  which  is  generating 
very  high  value-added  exports.  And  by  that 
I  mean  brainpower." 
FVuits  c 

The  evidence  bears  Westergaard  out.  In 
1984,  50  percent  of  Israel's  total  industrial 
exports,  excluding  polished  diamonds,  con- 
sisted of  innovative  p  systems  and 
processes  in  such  fields  as  microelectron- 
ics, medical  equipmt nt  and  instrumenta- 
tion, avionics,  CAD/CAM  :iergy, 
communications,  robi                   vhnoi- 
ogy,  genetic  engineering 
erals  and  software.  In  all,  t 
some  $1.8  billion  in  thes< 
kets.  In  the  "Land  of  Milk  and  !  [i 
citrus  was  once  the  only  e 
achievements  are  referred  to,  a] 


ISRAEL:  CAPITAL  OPPORTUNITIES 


U.S.  industrialists,  investors 
and  importers  are  taking  a  close 
look  at  Israel  for  a  wide  range  of 
business  opportunities.  The 
reasons:  an  impending  Free 
Trade  Area  linking  both  coun- 
tries, Israel's  high-technology 
environment  and  special  incen- 
tives for  foreign  investment. 


Scitex's  Response  "Budget"  System  for  electronic  pre-press.  featuring  the 
PIXET  console.  This  is  suitable  for  smaller  businesses. 

enough,  as  the  "fruits  of  R&D." 

Currently,  Israel  devotes  more  than  2 
percent  of  annual  GDP  to  research  and  de- 
velopment— almost  a  world  record — and  an 
increasing  portion  of  that  is'allocated  to  in- 
dustrial R&D.  Each  of  its  seven  universities 
and  two  nuclear  research  centers  has  a 
business  arm  to  commercialize  institu- 
tional know-how.  One  such  venture  is  In- 
ternational Genetic  Sciences  Partnership, 
which  brings  together  First  Mississippi 
Corp.,  New  York  businessman  Henry 
Schwartz  and  the  Hebrew  University  of 
Jerusalem. 
An  earlier  model  is  Ormat  Turbines  Ltd., 
led  in  1965  when  founder  Lucien 
!.:ked  up  where  a  government  R&D 
■ft  off  and  went  on  to  develop  Ran- 
kihe  eye!:  .,■  motive  fluid  turbine- 

A  FORBES  Special  Advertising  Supplement 


driven  systems  that  use  standard  or  non- 
conventional  fuels  to  generate  electricity. 
Today,  more  than  3,000  Ormat  turbogener- 
ators are  providing  reliable  continuous  power 
in  remote  and  unattended  locations  around 
the  world — including  the  Alaskan  pipeline. 
Ormat  is  currently  developing  new  prod- 
ucts and  systems,  including  solar  pond 
electric  power  stations,  one  of  which  it  built 
for  Southern  California  Edison  in  the  util- 
ity's home  state.  Nearby,  for  the  same  client, 
Luz  Industries  (Israel)  Ltd.  has  just  com- 
pleted a  13.8  megawatt  generating  project, 
which  is  based  on  parabolic  trough  collec- 
tors and  microprocessor-controlled  track- 
ing to  focus  sunlight  on  heat-absorption 
pipes. 

Frequently,  the  skills  de- 
veloped by  Israeli  manufac- 
turers become  marketable 
items  themselves.  A  case  in 
point  is  Iscar  Ltd.,  which 
makes  and  exports  a  wide 
range  of  tungsten  and  tita- 
nium carbide  cutting  tools  for 
the  metal-  and  wood-work- 
ing industries.  Much  of  this 
output  consists  of  special  Is- 
car innovations  developed  in 
its  own  metallurgical  labo- 
ratories or  in  cooperation 
with  major  academic  and  re- 
search centers  throughout  the 
country.  Going  one  step  fur- 
ther, the  company  sells  its 
production  know-how  to  car- 
bide manufacturers  the  world 
over. 

Launched  30  years  ago,  Is- 
car is  the  62nd  largest  indus- 
trial company  in  Israel  and 
has  grown  into  a  multina- 
tional operation  with  pro- 
duction facilities  in  four 
countries.  A  sister  company, 
Iscar  Blades  Ltd.,  turns  out 
blades  and  buckets  incorporated  into  jet  and 
turbojet  engines  manufactured  by  such  well- 
known  names  as  Pratt  &  Whitney,  General 
Electric  and  Garret  Aerospace  Inc. 

One  company  with  a  recent  inpressive 
growth  record  is  Rada  Electronic  Indus- 
tries Ltd.  A  certified  supplier  to  the  Israeli 
air  force,  Rada  is  currently  engaged  in  sev- 
eral avionics  projects  for  the  "Lavi,"  the  new 
Israeli  combat  aircraft,  including  the  de- 
velopment of  a  major  airborne  computer  for 
data  control  and  management.  Rada  is  also 
a  major  manufacturer  of  A.T.E.  (Automatic 
Test  Equipment)  for  combat  aircraft,  and  a 
series  of  "Intelligent  Test  Stations,"  both  for 
the  Israeli  air  force  and  for  export.  Finally, 
Rada  is  developing  military  computers  and 
peripherals  for  use  by  the  Army  in  Israel  and 
abroad. 


THE  ISRAEL  CORPORATION  LTD. 


INVEST  IN  STRENGTH  AND  STABILITY 


International  Shipping, 

Construction,  Oil  Refineries, 

Cold  Storage,  Military  and 

Civilian  High  Tech  Industries, 

and  Tourism. 

The  Israel  Corporation  Ltd.  is  a 

group  of  companies  involved  in 

a  wide  variety  of  business 

activities  ranging  from  heavy 

industry  to  high  tech  ventures.  It 

has  grown  steadily  since  its 

incorporation  in  1968  to  become 

one  of  Israel's  largest  investment 

companies  -  a  significant,  strong 

partner  in  the  development  of 

the  country's  industrial  and 

technological  expansion. 

Our  solid  capital  base  and 

careful  investment  policies  in  a 

variety  of  established  and 

innovative  Israeli  companies 

enable  us  to  keep  our 

companies,  our  profitability  and 

the  economy  growing. 


For  more  information,  or  a  copy 
of  our  corporate  report,  please 
contact  our  head  office: 
Shalom  Tower 
9AhadHa'amSt. 
Tel  Aviv,  Israel  65251 
P.O.Box  29115 
Tel  Aviv,  Israel,  61290 
Telephone:  +972-3-651034,5,6,7 
Telex:  341357  GAMAR 

The  Israel  Corporation  Ltd. 

Zim  Israel  Navigation  Company  Ltd. 
Oil  Refineries  Ltd.  * 
Elram  Construction  Company  * 
Yehuda  Hotels  Ltd.  *  Sea  of 
Galilee  Hotels  Ltd.  * 
Spectronix  Ltd.  *  Filtration  Ltd.  * 
Edunetics  Ltd.  *  Scinova  Ltd.  * 
Northern  Cold  Stores  Ltd. 


THE  ISRAEL  CORPORATION  LTD. 

Solid,  Profitable  Expansion. 


Fulfilling  the  requirements  of  the  world's 
most  demanding  airforce  —  RADA  pushes 
the  frontiers  of  technology  in  the  most 
sophisticated  fields: 

•  Avionics  and  Airborne  Computers 

•  Intelligent  Test  Stations  for  combat  aircraft 

•  Military  Computers  and  Peripherals 

RADA  -  in  touch  with  the  future. 

RADA  ELECTRONIC  INDUSTRIES  LTD. 

P.O.B  2059  Herzliya  Pituach  46120,  Israel 
Tel:  (052)555492,  Tlx  342579  VECO  IL 
Fax:  (052)556508 


by  RADA 
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Comprehensive  Range 

While  Israel  is  now  widely  acknowledged 
to  be  one  of  the  world's  centers  for  tech- 
nological innovation,  its  output-for-export 
spans  the  complete  range  of  economic  sec- 
tors. The  country  is  the  leading  source  of 
polished  diamonds,  $1  billion  worth  ex- 
ported in  1984,  while  the  metals,  machin- 
ery and  electronics  industries  brought  in 
$1.7  billion.  Other  sectors  were  responsible 
for  an  additional  $2.8  billion. 

One  important  sector  is  the  processed 
foods  industry,  with  1984  exports  amount- 
ing to  $368  million.  The  largest  privately 
owned  concern  in  this  field  is  Elite  Israel 
Chocolate  and  Sweets  Manufacturing  Co. 
Ltd.,  Tanked  as  the  14th  largest  industrial 
company  in  the  country.  There  is  very  little 
in  confections  that  the  company  does  not 
make,  and  the  product  lines  also  include 
instant,  freeze-dried  and  ground  coffees  as 
well  as  tea.  Speciality  items,  such  as  choc- 
olate-covered orange  peels,  are  the  key  to 
Elite's  success  in  the  international  confec- 
tionery market. 

Textiles,  clothing  and  leather  comprise 
another  of  Israel's  important  industrial 
branches,  with  exports  last  year  worth  $367 
million.  The  broad  range  of  output  in  this 
field  is  reflected  by  the  diversified  product 
line  of  Ceasarea  Glenoit  Industries  Ltd.  Its 


seven  manufacturing  divisions  in  Israel 
produce  a  full  spectrum  of  household  tex- 
tiles, furnishings  and  carpets.  The  group, 
which  exports  to  North  America,  Europe, 
South  Africa  and  Oceania,  is  one  of  the 
world's  few  producers  of  100  percent  pure 
silk,  oriental  design,  machine-made  car- 
pets. "Our  clients  do  not  regard  us  as  sup- 
pliers of  standard  goods,  but  partners  who 
can  assess  their  particular  markets  and  then 
custom  design  a  range  of  merchandise  to  suit 
their  specific  needs,"  says  Isaac  Shapira,  vice 
chairman  of  the  Glenoit  group  and  chair- 
man of  its  American  sales  arm,  Glenoit 
Marketing  Corporation  in  New  York. 


On  a  per-capita  basis,  Israel  now  ranks 
among  the  world's  top  ten  exporting  na- 
tions. With  a  population  of  just  over  4  mil- 
lion, last  year  it  managed  to  sell  $5.5  billion 
worth  of  goods  in  overseas  markets  (mainly 
to  the  advanced  industrial  nations)  and  a 
similar  amount  of  services. 

If  anything,  Israel's  economic  troubles, 
including  inflation,  a  high  external  debt  and 
a  lingering  trade  deficit,  have  heightened  the 
national  determination  to  boost  foreign  sales 
even  further.  A  major  factor  in  the  acceler- 
ated trade  drive  will  be  the  U.S. -Israel  Free 
Trade  Area  (FTA)  Agreement,  which  is  ex- 
pected to  be  signed  and  ratified  by  both 
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Here 

where  it  all 
began 


ISRAEL   A  land  tracing  its 
History  to  the  dawn  of 
mankind.  The  land  where 
man  began  to  fashion  tools 
for  a  better,  more  secure 
life 

we're 
continuing 


Today  a  modern  Israeli  company 
continues  this  tradition.  Iscar  producing 
state  of  the  art  functional  tools 

iscar  contributing  to  an  improved 
quality  of  life 

Yesterday  and  today.  They  form  a 
bridge  to  the  future  Spanning  the 

■echnology  and  tools 
are  applied  around  the  world 


Ancient  tools  found  in 
Western  Galilea 


ISCAR  LTD 

Box  34,  Nahariya 

22  100  Israel 


countries  by  mid-year.  The  pact  will  put  Is- 
rael in  the  unique  position  of  being  the  only 
nation  participating  in  FTAs  with  the  world's 
two  largest  industrialized  markets — the  U.S. 
and,  since  1977,  the  European  Economic 
Community. 

Under  the  terms  of  the  agreement,  all 
tariffs,  quotas  and  other  trade  barriers 
between  the  two  countries  will  be  elimi- 
nated over  a  ten-year  period.  Products 
deemed  highly  sensitive — those  expected 
to  have  a  very  disruptive  effect  on  the  im- 
porting country's  economy — will  become 
completely  duty  free  only  at  the  end  of  that 
time  frame;  however,  gradual  reduction  will 
begin  five  years  earlier.  As  for  non-sensitive 
items,  there  are  three  categories:  those  on 
which  duties  will  be  immediately  removed 
once  the  FTA  goes  into  effect;  those  on  which 
duties  will  be  eliminated  in  three  steps;  and 
those  which  will  become  fully  duty-free  at 
the  end  of  an  eight-stage  process  of  gradual 
reduction. 

At  present,  90  percent  of  Israel's  trade  re- 
ceives duty-free  benefits  in  the  U.S.  as  a  re- 
sult of  the  U.S.  Generalized  System  of 
Preferences  and  the  Most  Favored  Nations 
treatment  accorded  under  the  multina- 
tional General  Agreement  on  Tariffs  and 
Trade.  Under  the  FTA  all  Israeli  imports  into 
the  U.S.  will  be  exempt,  closing  the  10  per- 


cent gap  as  well  as  eliminating  the  vicissi- 
tudes of  GSP  benefits,  which  are  affected  by 
predetermined  ceilings  and  other  factors. 

Nevertheless,  the  advantages  of  the  FTA 
are  not  one-sided;  the  U.S.  will  enjoy  major 
benefits,  too.  "We  stand  to  gain  unre- 
stricted access  to  an  $8  billion  Israeli  mar- 
ket in  which  a  high  proportion  of  imports 
are  dutiable  and  in  which  many  non-tariff 
barriers  exist,"  Ambassador  William  E. 
Brock,  the  U.S.  special  representative  for 
trade  negotiations,  told  the  Senate  Finance 
Committee  last  year.  He  also  pointed  out  that 
at  present  about  45  percent  of  American  ex- 
ports to  Israel  are  subject  to  duties  aver- 
aging about  10  percent  and  that  U.S. 
products  are  facing  a  disadvantage  because 
of  Israel's  FTA  with  the  EEC. 

"The  most  important  thing  about  the  FTA 
is  that  it  will  put  the  business  relations  be- 
tween both  countries  on  an  even,  recipro- 
cal basis,"  argues  Israel-America  Chamber 
of  Commerce  and  Industry  President  Arik 
Maklef,  who,  together  with  Executive  Di- 
rector Nina  Admoni,  made  effective  pres- 
entations before  a  delegation  from  two 
Congressional  committees.  "For  Israel,  the 
FTA  means  an  opportunity  of  introducing 
itself  into  a  vast  market  with  a  buying  power 
second-to-none.  But  Israel's  marketplace  is 
not  negligible,  either.  We  import  twice  as 
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Charting  Your  Way  Through  The  World 
Is  Easier  With  United  Mizrahi  Bank 

United  Mizrahi  Bank  covers  the  world  with  service. 
Let  United  Mizrahi  help  you  discover  the  world. 


Hud  Office: 
UNITED  MIZRAHI 
BANK  LTD. 

13  Rothschild  Boulevard 
Tel  Aviv,  Israel 

75  Branches  in  Israel 

U.S.  Subsidiary: 

UMB  BANK  &  TRUST  CO. 

Rockefeller  Center 

630  Fifth  Avenue 

New  York,  New  York  10111 

Bahamas  Branch: 
1  Millars  Court 
Nassau.  Bahamas 

Los  Angeles  Branch: 
UNITED  MIZRAHI 
BANK  LTD. 

727  West  7th  Street 

Suite  433 

Los  Angeles.  CA  90017 


England  Branch: 
UNITED  MIZRAHI 
BANK  LTD. 

103  Cannon  Street 
London  EC4N  SAD.  England 
Cayman  Island  Branch: 
UNITED  MIZRAHI 
BANK  LTD. 
Grand  Cayman  Island 
British  West  Indies 
Switzerland  Subsidiary: 
UNITED  MIZRAHI  BANK 
(SWITZERLAND!  LTD. 
Lowenstrassel7,  POB811 
CH-8021  Zurich.  Switzerland 
Uruguay  Subsidiary: 
UNITED  MIZRAHI  CASA 
BANCARIAS  A. 
25  De  Mayo 
471.  POB1901 
Montevideo.  Uruguay 


South  Africa 
Representative  Office: 
UNITED  MIZRAHI 
BANK  LTD. 

4th  floor 

The  Stock  Exchange 
Diagonal  Street 
Johannesburg  2001 
South  Africa 

Belgium 

Representative  Office: 
UNITED  MIZRAHI 
BANK  LTD. 

Schupstraat  1 

7th  floor 

2000  Antwerp,  Belgium 

UNITED  MIZRAHI 

INTERNATIONAL 

INVESTMENT,  N.V. 

6J.B   Gorsiraweg 

Curacao.  Netherlands  Antilles 


Brazil 

Representative  Office: 
UNITED  MIZRAHI 
BANK  LTD. 

Pauhsta  Avenue  2006 
CON|S  815-816 
Sao  Paolo.  Brazil 

Canada  Representative 

Office: 

UNITED  MIZRAHI 

BANK  LTD. 

Royal  Bank  Plaza 

P.O.  Box  158 

Toronto,  Ontario  M5I  2J4 

Canada 

Holding  Company: 

UNITED  MIZRAHI 

OVERSEAS  HOLDING 

COMPANY  B.V. 

Nteuwstraat  204 

Rotterdam,  Netherlands 


Closed  on  a 


Established  1923 
1  Jewish  Holidays 


UNITED 
MIZRAHI 
BANK  LTD. 


Worldwide  Assets 
Exceed  $5  Billion 


ceasarea  glenoit  industries  ltd. 

1.  LUXURIOUS  DEEP  PILE  RUGS— 
GLENETTE  CREATION 

Solf  and  fluffy  deep  pile  rugs  produced  in 
various  jacquards  and  textures  to  make  up  skin 
patterns  and  other  classical  designs  Available 
in  a  variety  of  sizes  both  in  rectangulars  and 
circulars 

2.  CARMEL  CARPETS 

Face  to  face  Wilton  woven  carpet  squares  with 
ORIENTAL  DESIGNS  1  00%  worsted  wool  with 
woolmark  labels,  also  100%  worsted  acrylic 
with  luxurious  finish  Woven  through  the  back 
very  densely  from  very  fine  yarns  to  high 
standards  A  selection  of  qualities  in  a  variety 
of  sizes  Rug  sizes  and  runners  also  available. 

3.  BATHROOM  SETS  AND  CARPETING 

3  Piece  bathroom  sets  and  bathroom  mats  in  a 
variety  of  textures,  effects  and  patterns  As  well 
as  various  types  of  soft  pile  bathroom 
carpeting  ranges,  both  plain  and  designed 
styles,  produced  in  various  qualities 

4.  BROADLOOM  CARPETING 

Extensive  ranges  of  various  types  of  tufted  and 
woven  broadloom  carpeting  available  in  both 
plain  and  design  styles  in  wool  and  synthetics. 

5.  CONTRACT  CARPETING 

Various  constructions  of  plain  and  jacquard 
contract  carpeting,  woven  and  tufted  both  in 
wool  and  synthetics  Custom  made  designs 
and  colours  available  (Our  carpets  are  installed 
in  many  hotels  throughout  the  world) 

ceasarea  glenoit  industries  ltd. 
POB  68,  Or-Akiva  (caesarea)  Israel. 

Tel  10631  62851/58/59  Telex  46225  (46225  carmel  ID 

Cable  Caesartex  Tel  AVIV  33658  (33658  caesar  IL) 

UK  Markeling  Subsidiary  Flons  Merchandise  Ltd. 

57-61  Mortimer  Streel  (4th  Floorl  London  W1 

Tel  (01)580  0361  (2).  Tlx  262980  GLENUK  G 

USA  Marketing  Subsidiary 

Glenoit  Marketing 

Corporation.  1  1  1  West  40th  Street. 

New  York.  N  Y 

10018. USA. Tel   212  391-3915  ".VlSlS'l 

Tlx   422022  GLENOIT  Iw"**^! 


The  Sweet  Side 
Of  Israel 

Candy,  Chocolate, 

Bonbons,  and 

Confectionery  products  - 

available  in  your  market 

area. 
For  EHte  brand 

lA.C.lnc  qnite  5315 

Te^n4895 
Telex.  423366 

vorNandy  brand 

3"-°°?!do°Rr 

605  Hertford  Rtt. 
Sherwoodjores        27lQ4 

TeV  (919)768-6587 
Telex".  806412 
For  Lieber  brand 

Malantacorporauon 

17  VavC^NY  10013 
Telex:  421389 


In  Israel- 
land  of  the  people 
of  the  book- 
American  Israeli 
Paper  Mills 
provides  50% 
of  the  paper. 


much  as  Sweden  and  about  50  percent  of 
what  Italy  does.  So  it  is  in  the  American  in- 
terest to  keep  this  market  alive  for  U.S.  ex- 
ports," concludes  Maklef.  who  also  heads 
Dexter  Chemical  International  Ltd.,  an  Is- 
raeli subsidiary  of  Dexter  Chemical  Corp. 
in  New  York. 

When  it  comes  into  being,  the  FTA  will 
intensify  the  already  extensive  business  links 
between  Israel  and  the  U.S.  Apart  from  trade, 
these  ties  encompass  wholly-owned  subsi- 


diaries and  joint  ventures,  cooperation  in 
industrial  R&D,  subcontracting,  private 
investments  and  venture  capital. 
Going  Public 

One  of  the  earliest  steps  came  in  1942 
when  Ampal-American  Israel  Corporation 
(ASE:AIS.A)  was  set  up  in  the  United  States 
six  years  before  the  founding  of  Israel.  Now 
a  diversified  financial  institution  with  total 
assets  in  excess  of  $900  million,  U.S. -based 
Ampal  markets  its  own  securities  and  de- 


Paper  —  the  vital  embodiment 
of  civilization.  Backbone  of 
science  and  technology. 
Lifeblood  of  communications 
and  trade. 


mmmmmmmmmm 

Since  1953,  American  Israeli 
Paper  Mills  has  been  Israel's 
largest  manufacturer  and 
exporter  of  paper,  paper  goods, 
packaging  and  associated 
services  for  home,  commerce 
and  industry.  Serving  the  public 
faithfully,  with  a  comprehensive 
range  of  products  from  printing 
papers  to  packaging  cartons, 
from  fine  stationery  to 
household  paper  products,  from 
special  papers  to  newsprint. 

But  our  name  means  much 
more  than  paper.  Research 
and  development.  Quality 
assurance  and  control. 
Expansion  investment  and  a 
prime  interest  in  export.  A 
high  international  standard  in 
every  aspect  of  our  operation. 

^^E  American  Israeli 
^0  Paper  Mills- 
where  good  ideas 
are  made  on  paper. 


American  Israeli  Paper 
P.O.B.  142,  Industrial  Zone, 
Hadera  38101,  Israel. 

Tel:  (063)  33666, 32458. 
Telex:  46308, 46265. 
Fax:  (063)  33674. 
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%  1#  #  ithout  a  doubt, 
%  II  #  you  do.  In  the 

ww  world's  leading 
publications,  key  advertisers 
and  publishers  rely  on  Scitex 
computer  graphic  systems  to 
deliver  vivid  color  quality. 

Scitex's  raster  imaging 
technology  also  serves  the 
electronics,  cartographic 
and  resource  exploration 
industries.  Worldwide, 
our  systems  speed 
production  processes  and 


increase  efficiency  at 
more  than  300  customer 
installations. 

Scitex.  More  than  just  good 
reading,  wherever  you  find  us. 


SCITEX  AMERICA  CORP. 
;  Oak  Park  Drive,  Bedford,  MA  01 730,  Tel:  (61 7)275-51 50 

oorate  Headquarters:  SCITEX  CORPORATION  LTD. 
).  Box  330,  46103  Herzlia  B,  Israel,  Tel:  (052)549222 
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bentures  in  America,  using  the  funds  to  fi- 
nance enterprises  in  Israel.  In  43  years  of 
operation,  it  has  never  failed  to  repay  obli- 
gations and  has  never  missed  paying  divi- 
dends. 

Ampal's  clientele  reads  like  a  "Who's  Who" 
of  the  Israeli  economy.  Two  local  subsidi- 
aries— Israel  Ampal  Industrial  Develop- 
ment Bank  Ltd.  and  Industrial  Development 
Bank  Ltd. — provide  medium-  and  long-term 
loans  to  industrial,  commercial  and  agri- 
cultural enterprises,  while  Ampal  (Israel) 
Ltd.  makes  direct  equity  investments.  Part 
of  the  Bank  Hapoalim  Group,  Ampal's 
headquarter  office  is  in  New  York. 

Another  landmark  was  in  1959  when 
American  Israeli  Paper  Mills  (ASE:  AIP)  be- 
came the  first  Israeli  company  traded  on  the 
American  Stock  Exchange.  AIPM  is  now 
ranked  as  Israel's  13th  largest  industrial 
company  and  consists  of  a  group  of  plants 
and  firms  engaged  in  the  manufacturing  and 
marketing  of  paper  and  board  products  for 
household,  office,  industrial  and  hospital 
use.  With  more  than  2,000  employees,  it 
accounts  for  about  95  percent  of  local  paper 
production  and  some  40  percent  of  overall 
paper  and  board  consumption  in  Israel. 

Even  here  R&D  is  a  factor.  Last  year,  AIPM 
set  up  a  management  staff  unit  to  come  up 
with  new  products  and  processes.  "Among 


other  projects,"  reports  Managing  Director 
Samuel  Rotem,  "we  are  working  with  many 
types  of  pulp  and  chemicals  to  find  new  ma- 
terials, quality  improvements  and  cost  re- 
ductions. We  are  also  introducing  new 
packaging  products,  such  as  paperboard 
oventrays,  developing  new  applications  for 
existing  products  and  recycling  waste  ma- 
terials." AIPM 's  total  net  sales  in  1984:  $141 
million. 

U.S.  venture  capital  made  its  first  mark 
in  Israel  in  1961  when  the  Rockefeller 
Brothers  Fund  teamed  up  with  the  Israel 
Discount  Bank  to  finance  Elron  Electron- 
ics Industries  Ltd.  (NASDAQ:  ELRNF),  then 
just  a  high-tech  start-up.  Today,  it  is  a  di- 
versified multinational  group  incorporat- 
ing 11  high-tech  companies  that  employ  a 
total  of  5,000  people,  including  1,200  en- 
gineers. Last  year  Elron  achieved  overall 
sales  of  $350  million,  of  which  70  percent 
was  derived  from  exports. 

Elron  functioned  as  one  operating  unit 
until  1967.  It  then  spun  off  Elbit  Ltd.  (NAS- 
DAQ: ELBTF),  now  Israel's  largest  com- 
puter house  and  70  percent  owned  by  Elron. 
One  of  the  world's  first  producers  of  mini- 
computers, Elbit's  innovations  since  then 
have  been  non-stop.  They  range  from  com- 
puterized tank  fire  control  systems  to  ro- 
bots that  pick  citrus  fruit.  In  between  are 


avionics  systems;  fingerprinted,  foolproof 
laser-read  identification  cards;  command, 
control  and  communication  systems; 
trainers  and  simulators;  electronic  warfare 
systems;  and  commercial  computer  sys- 
tems. A  major  exporter  as  well  as  a  main 
supplier  to  the  Israel  Defense  Forces,  Elbit 
is  ranked  as  the  16th  largest  industrial 
company  in  Israel.  Its  shares  have  been 
traded  on  the  OTC  market  since  1983. 

Elbit  also  has  a  number  of  subsidiaries  of 
its  own.  In  1983,  together  with  Inframe- 
trics  Inc.  of  Boston,  it  established  a  joint 
venture  in  the  U.S.  to  develop  and  market 
infrared-based  military  equipment.  Last  year 
Elbit  acquired  70  percent  of  Inframetrics  in 
a  move  designed  to  broaden  its  technolog- 
ical base,  especially  in  the  field  of  remote 
sensing  devices. 

Two  years  after  Elbit's  establishment,  El- 
ron turned  one  of  its  physics  units  into  El- 
scint  Ltd.  (NYSE  :  ELT),  an  internationally 
acknowledged  pacesetter  in  the  field  of  di- 
agnostic medical  imaging.  It  was  Elscint  that 
attracted  the  interest  of  venture  capitalist 
Frederick  R.  Adler,  who  was  instrumental 
in  arranging  for  the  company  to  float  an  OTC 
issue  in  1972  and  thereby  become  the  first 
Israeli  high-tech  firm  with  stock  traded  in 
the  U.S.  Adler  has  since  taken  substantial 
positions  in  a  number  of  other  Israeli  sci- 


Redefining  the  boundaries 

of  hi-tech 

Elron  has  been  a  hive  of  innovative  successful  high-tech  ventures  for  almost  a  quarter  of  a  century. 

From  its  very  inception,  Elron  Electronic  Industries  Ltd.  -  directly  and  through  its  subsidiaries  and  affiliates  in 
Israel,  the  USA,  and  Europe  -  has  been  applying  state-of-the-art  technologies  to  its  business  in  high-tech 
industries.  This  has  created  such  companies  as  Elbit  Computers  Ltd.  -  defense  electronics;  Elscint  Ltd.  - 
diagnostic  medical  imaging;  Fibronics  International  Inc.  -  communication;  Optrotech  Ltd.  -  automation  of 
manufacturing  processes;  Zoran  Corp.  -  dedicated  VLSI;  Elcam  Inc.  -  computer  aided  manufacturing. 

Elron  has  achieved  a  remarkable  record  of  success  in  identifying,  organizing,  investing  in,  and  developing 
high-technology  companies.  The  result:  aggregate  sales  have  increased  annually  by  35%  over  the  past  six 
years,  and  currently  stand  at  some  $350  million  a  year. 

Elron  shares  are  traded  on  the  Over-the-Counter  market  in  the  USA  (NASDAQ  symbol  -ELRNF)  and  on  the 
Tel  Aviv  Stock  Exchange. 

Elron.  High-tech  innovation  is  our  business. 
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ELECTRONIC  INDUSTRIES  LTD. 


Corporate  Headquarters:  Elron  Electronic  Industries  Ltd.  Advanced  Technology  Center  P.O.B.  1573,  Haifa  3 1015  Israel. 
Offices  in  the  U.S.A.:  Elron  Technologies  Inc.  121 1  Ave.  of  the  Americas  New- York,  NY.  10036 


ence-based  industries  while  Elscint,  in  1984, 
became  the  first  Israeli  firm  listed  on  the 
New  York  Stock  Exchange;  Elron  owns  30 
percent. 

Elron  itself  went  OTC  in  1981.  Reflecting 
Elron's  President  Uzia  Gain's  determina- 
tion to  commercialize  scientific  know-how, 
it  has  been  active  in  getting  other  start-ups 
going,  and  two  of  these  are  already  traded 
OTC.  Fibronics  International  Inc.  (NAS- 
DAQ: FBRX)  is  a  Massachusetts-based  com- 


pany established  especially  to  conduct  Israeli 
R&D  and  manufacturing-for-export  in  fi- 
beroptics.  Optrotech  Ltd.  (NASDAQ:  OPTKF) 
manufactures  the  first  commercially  avail- 
able computerized  electro-optical  systems 
for  automated  inspection  and  identification 
of  flaws  in  printed  circuit  boards  during 
production.  Together  with  various  U.S. 
venture-capital  groups,  Elron  has  also  fi- 
nanced new  American  high-tech  compa- 
nies, which,  as  President  Galil  explains,  "can 


In  Israel,  Koor  Industries  could  be  that  partner 


KOOR  INDUSTRIES 

■  Israel's  largest  industrial  complex 

■  ranked  163rd  on  Fortune's  500  largest  industrials  out- 
side the  U.S. 

■  a  $3  billion  company  in  electronics,  chemicals, 
advanced  metal  products,  rubber,  food,  consumer 
goods,  telecommunications,  glass,  ceramics,  cement 
&  more 

■  280  manufacturing,  marketing  &  financial  companies 
over  50%  are  joint  ventures 

■  a  leader  in  Israel's  thrust  into  high  technology 

■  with  Koortrade,  its  marketing  arm,  accounts  for  almost 
20%  of  Israel's  industrial  exports 

■  accounts  for  13%  of  nation's  industrial  output  &  11%  of 
labor  force 

■  maintains  38  subsidiaries,  marketing  outlets  and  agro 
&  industrial  projects  on  6  continents 

■  a  partner  with  resources,  experience  &  the  country's 
best  motivated  work  force 

Hs  commitment  to  national,  social  and 

economic  goals. 

It  makes  good  s^rise  to  talk  joint  venture  with  Koor  - 
In  Israel  and  Hi         >out  {he  world. 
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i  facts  and  figures,  please  write: 

Koor  Industries  Ltd. 

8  Shaul  Hameiekh  Blvd.  64  733  Tel  Aviv,  Israel 


benefit  from  parallel  activities  in  Israel,  im- 
mediately or  in  the  future." 

Scitex  Corporation  Ltd.  (NASDAQ  :  SCIFX) 
has  been  traded  OTC  since  1981.  With  rev- 
enues in  excess  of  $100  million,  it  special- 
izes in  integrated  turnkey  systems  that 
automate  the  methods  by  which  visual  ma- 
terials are  edited  and  processed  to  create  a 
final  image.  These  include  color  photo- 
graphs, color  graphics,  printed  circuitry 
designs,  seismic  data  and  engineering  plans. 
Scitex's  Vista  system  for  computerized 
design  and  page  layout  has  applications  in 
major  news  magazines,  catalog  publishing 
and  advertising  agencies.  U.S.A.  Today  has 
recently  ordered  several  of  Scitex's  Satlight 
units  for  long-distance  transmission  of  print- 
quality  color  images  over  regular  and  high- 
speed telephone  links.  And  the  company's 
Insight  is  the  first  computer  graphics  sys- 
tem to  address  the  needs  of  printed  circuit 
board  manufacturers  that  turn  circuitry 
designs  into  production  programs. 

Last  year  Scitex  introduced  a  stand-alone 
computer  graphics  system  for  the  interac- 
tive interpretation  of  seismic  data,  and  its 
cartographic  systems  are  used  in  a  variety 
of  mapmaking  applications.  Scitex's  prin- 
cipal product,  the  Response  System,  pro- 
vides a  total  automative  solution  to  labor- 
intensive  preparation  processes  in  color 
printing. 

One  of  the  several  Israeli  companies  now 
contemplating  a  U.S.  capital  issue  is  Koor 
Industries  Ltd.  With  280  subsidiaries,  of 
which  100  are  industrial  companies,  Koor 
is  Israel's  largest  industrial  conglomerate 
and  the  163rd  largest  industrial  concern  in 
the  world  outside  the  U.S.  Last  year  it  had 
revenues  of  $2  billion  from  industrial  op- 
erations alone,  accounting  for  15  percent  of 
Israel's  overall  industrial  exports,  13  per- 
cent of  its  total  sales  and  11  percent  of  its 
labor  force.  In  recent  years  Koor  has  in- 
vested $200  million  in  its  various  enter- 
prises to  support  new  high-tech  exports.  This 
makes  Koor  the  largest  single  industrial 
investor  in  Israel. 

Organized  divisionally  into  major  groups, 
Koor's  activities  embrace  electronics,  steel 
and  metals,  chemicals,  minerals,  mechan- 
ics and  systems,  and  foods  and  consumer 
goods.  One  group,  Koortrade  Ltd.,  handles 
exports  for  some  250  Israeli  companies  in 
addition  to  Koor's  own  firms.  In  1984  its 
turnover  amounted  to  $600  million.  In  ad- 
dition, Koortrade  offices  on  five  continents 
recorded  a  sales  volume  of  $50  million  in 
trade  between  countries  not  involving  Is- 
rael. 

Koor  companies  encompass  both  wholly- 
owned  subsidiaries  as  well  as  joint  ventures 
with  local  and  foreign  investors.  Each  of  its 
groups  includes  many  of  Israel's  most  im- 
portant companies,  and  four  of  the  top  20 
industrial  companies  in  the  country  are  part 
of  the  Koor  organization:  Makhteshim 
Chemical  Works  Ltd.  (insecticides,  fungi- 


cides  and  flame  retardant  additives),  Telrad 
Telecommunication  &  Electronic  Indus- 
tries Ltd.  (telephones,  urban-interurban 
digital  public  exchanges,  digital  mobile  ru- 
ral exchanges,  multiline  key  telephone  sys- 
tems and  private  branch  exchanges,  data 
transmission  systems  and  phone  computer 
interface),  Soltam  Ltd.  (explosives,  forged 
metals,  weapons  and  ammunition)  and  Ta- 
diran  Ltd.,  Koor's  major  subsidiary. 

Tadiran  Ltd.,  best  described  as  the  "G.E. 
of  Israel  ."with  products  ranging  from  light 
bulbs  and  refrigerators  to  electronic  weap- 
onry and  fully  integrated  voice  and  data  pbx, 
is  involved  in  over  60  different  business  areas. 
Israel's  largest  privately-held  concern,  Ta- 
diran employs  11,500  people,  and  during  the 
past  five  years  its  sales  doubled  from  $280 
million  in  1980  to  $560  million  in  1984,  with 
an  18  percent  jump  last  year. 

Tadiran  is  also  Israel's  largest  multi- 
national corporation  with  established  in- 
dustrial operations  and  joint  ventures  in 
Europe  and  the  U.S.  A  growth  rate  of  28 
percent  in  1984  brought  sales  to  $250  mil- 
lion in  55  countries.  Exports  to  the  U.S.  have 
doubled  every  year,  from  $15  million  in  1982 
to  $60  million  in  1984,  and  are  expected  to 
reach  $120  million  in  1985.  In  addition,  Ta- 
diran is  vertically  integrated:  Its  six  divi- 
sions develop,  manufacture  and  market 
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Sabra  and  Ice  Cream 

2  oz.  Sabra 

3  scoops  Vanilla  Ice  Cream 
Whirl  in  blender  to  malted 
consistency. 
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everything  from  very  large-scale  integra- 
tion products  and  hybrids  to  C31  and  na- 
tional communication  networks. 

The  driving  force  behind  Tadiran's  tech- 
nological capabilities  is  its  4,000  scientists, 
engineers  and  technicians.  Tadiran's  lith- 
ium batteries,  in  which  a  technological  edge 
was  developed  into  a  world  market  leader- 
ship position  and  commercial  success,  is  just 
one  example  of  the  company's  strategy  in 
innovation.  "Research  and  development  is 
the  core  of  our  activities,"  says  Managing 
Director  Yigal  Ne'eman.  "During  the  1984 
and  1985  fiscal  years,  we  are  investing  some 
$130  million  in  a  far-reaching  program  de- 
signed to  trigger  new  and  innovative  prod- 
ucts that  will  lead  to  sales  expansion  on  a 
grand  scale.  This  represents  the  largest  R&D 
effort  to  be  undertaken  by  a  single  indus- 
trial concern  in  Israel." 

Tadiran  owns  50  percent  of  El-Op  Elec- 
tro-Optics Industries  Ltd.  Established  in 
1980  through  the  merger  of  two  small-in- 
struments companies,  it  expanded  quickly 
between  1981  and  1984  as  a  result  of  a  $30 
million  investment  in  laboratories,  plants 
and  equipment.  Today,  El-Op  functions  as  a 
complete  systems  house  with  a  high  level  of 
vertical  integration,  and  concentrates  un- 
der one  roof  the  skills  and  experience  to  re- 
search, develop,  manufacture  and  test 


products  mainly  for  the  military  sector  in 
five  major  spheres:  tank  fire  control,  laser 
and  thermal  imaging  systems,  image  in- 
tensification, avionics  and  opto-mechani- 
cal  products.  Last  year  sales  reached  $110 
million,  and  the  company  is  now  consid- 
ered to  be  one  of  the  world's  largest  man- 
ufacturers of  computerized  modular  fire 
control  systems,  which  are  used  for  new 
tanks  and  for  upgrading  and  retrofitting  old 
ones. 

With  25  percent  of  its  1,200  work  force 
engaged  in  R&D,  El-Op  plans  to  maintain 
its  leading  edge  through  continued  devel- 
opment. The  targeted  fields  include  image 
enhancement  for  imaging  systems,  servo- 
control  systems  for  stabilizing  line-of-sight, 
improved  heat-transfer  systems  for  lasers, 
holographic  imaging  and  noncontact  gaug- 
ing. 
Investment  Format 

When  Tadiran  committed  funds  to  its 
massive  R&D  effort,  half  its  budget  was 
raised  on  the  Tel-Aviv  Stock  Exchange 
(TASE)  under  new  provisions  whereby 
Israelis  can  buy  tax-deductible  shares  in 
special  issues  to  finance  R&D.  TASE  is  also 
a  vehicle  for  U.S.  investment  in  Israel,  with 
shares  purchased  through  the  network  of 
Israeli  banks  across  the  U.S.  Currently,  more 
than  120  industrial  concerns  are  listed  on 


the  Exchange,  along  with  a  large  number  of 
investment  companies,  service  companies, 
construction  firms,  oil  prospectors  and 
mutual  funds.  In  recent  years  the  Israeli 
capital  market  has  attracted  more  atten- 
tion, and  168  first-time  issues  were  floated 
between  1980  and  1984. 

Another  format  for  U.S.  investment  in  Is- 
rael is  the  establishment  of  wholly-owned 
subsidiaries  or  joint  ventures.  Major  names 
in  this  category  include  Intel,  National 
Semiconductor,  IBM,  Daisy  Systems,  Digi- 
tal Equipment  Corp.,  General  Instru- 
ments, Rapid-American,  Baxter  Travenol  and 
Seagrams.  Currently,  150  leading  foreign 
companies,  mainly  American,  are  invested 
in  manufacturing  and  R&D  activities  in  Is- 
rael's industrial  sector.  There  are  also  doz- 
ens of  joint  ventures  in  export  marketing. 

One  of  the  oldest  U.S.  investments  in  Is- 
rael is  Motorola  Israel  Ltd.,  a  subsidiary  of 
Motorola  Inc.  Apart  from  manufacturing 
products  under  license  from  its  parent,  Mo- 
torola Israel  has  a  substantial  output  based 
on  its  own  R&D  and  exports  worldwide.  In- 
cluded are  systems  for  computerized  irri- 
gation control,  energy  and  industrial 
control,  and  security  alarm  and  control. 
Most  recently,  Motorola  invested  more  than 
$5  million  to  establish  an  advanced  semi- 
conductor design  center  in  Israel.  Today, 
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Motorola's  sales  are  approaching  $100 
million. 

"We  are  growing  about  15  percent  a  year," 
Motorola  Inc.  Chairman  and  Chief  Execu- 
tive Officer  Robert  W.  Galvin  told  the  1984 
Jerusalem  Economic  Conference,  a  five-day 
gathering  that  brought  together  420  top 
international  corporate  leaders  to  discuss 
business  opportunities  in  Israel.  "Over  40 
percent  of  our  products  are  exported,  and 
close  to  40  percent  are  now  proprietary  be- 
cause we  do  an  intense  amount  of  engi- 
neering here  of  products  that  are  produced 
in  Israel  and/or  elsewhere  throughout  the 
world."  In  reflecting  on  his  company's  ex- 
perience in  Israel,  Galvin  cited  the  environ- 
ment in  which  Motorola  was  comfortable 
making  its  initial  investments  and  subse- 
quently enhancing  them.  "We  have  found 
great  flexibility,  great  stability  and  great 
predictability  because  the  credentials  of  this 
society  are  those  with  which  we  can  work," 
he  said.  "The  institutions  of  this  society,  be 
they  research  or  otherwise,  in  terms  of  in- 
frastructure ...  are  substantially  more  .  .  . 
adequate  than  found  in  any  other  place  .  .  . 
and  the  environment  for  development  is 
outstanding." 

The  high  quality  of  Israel's  manpower,  its 
well-developed  infrastructure  and  its  trade 
agreements  with  both  the  EEC  and  the  U.S. 
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are  just  some  of  the  factors  that  draw  in- 
dustrial investment  from  the  U.S.  Israel  also 
has  preferential  access  to  Australia,  Can- 
ada, Japan,  New  Zealand  as  well  as  five  other 
industrialized  European  markets.  Regula- 


tions permit  free  repatriation  of  invested 
capital  and  profits,  and  there  are  no  limi- 
tations on  foreign  ownership.  At  the  same 
time,  the  government  provides  a  compre- 
hensive package  of  incentives,  including 
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protection  against  inflation,  tax  conces- 
sions, and  grants  and  loans  covering  up  to 
75  percent  of  the  investment  in  fixed  assets. 

A  key  element  in  capturing  U.S.  inves- 
tors is  cost-sharing  grants  for  industrial 
R&D.  For  U.S.  companies,  one  source  of 
funding  is  the  U.S. -Israel  Binational  Indus- 
trial Research  and  Development  Foundation 
(BIRD),  which  now  has  an  endowment  of 
$110  million  provided  by  the  governments 
of  both  countries  in  equal  shares.  BIRD 
matches  funds  with  each  partner  in  a 
U.S. -Israel  team  of  industrial  companies 
that  undertakes  the  joint  development  of 
innovative,  non-defense  technical  pro- 
ducts or  processes  to  the  point  of  com- 
mercialization. 

The  Office  of  the  Chief  Scientist  (OCS)  in 
the  Ministry  of  Industry  and  Trade  is  an- 
other vehicle.  It  now  spends  about  $50  mil- 
lion annually  to  share  costs  and  currently 
supports  some  300  projects  undertaken  by 
industrial  enterprises  in  Israel,  including 
wholly-owned  subsidiaries  or  local  joint 
ventures  of  foreign  companies.  In  addition 
to  conditional  grants,  the  OCS  also  has 
special  loan  arrangements  for  U.S.  limited 
partnerships  financing  industrial  R&D. 
Banking  System 

Israel's  banks  are  the  disbursing  agents 
for  OCS  assistance  as  well  as  for  the  gov- 
ernment's development  loans  and  grants. 
Collectively  constituting  a  comprehensive 
and  highly  specialized  banking  system,  they 
provide  a  full  range  of  retail  and  corporate 
banking  services.  Their  extensive  networks 
of  domestic  branches  are  complemented  by 
a  large  number  of  overseas  facilities,  and  all 
have  substantial  corresponding  relations 
with  leading  financial  institutions  around 
the  globe. 

Traditionally  solid  growth  institutions, 
Israel's  banks  suffered  a  blow  in  1983  when, 
as  part  of  the  public's  stampede  to  liquidate 
holdings  and  buy  foreign  currencies,  the 
stock  market  underwent  a  large-scale  de- 
cline, and  the  market  price  of  bank  shares 
dropped  substantially.  In  cooperation  with 
the  government,  special  remedial  arrange- 
ments were  put  into  effect,  and  last  year  saw 
a  return  of  profitability. 

Brokerage  and  underwriting  are  two  of  the 
many  activities  in  which  the  banks  are  en- 
gaged. For  industrialists,  importers  and  ex- 
porters, the  commercial  banks  supply  short- 
term  loans  to  finance  trade  or  serve  as 
working  capital.  Medium-  and  long-term 
loans  are  made  available  by  mortgage  and 
investment  banks  using  their  own  re- 
sources or  lines  of  credit  extended  by  local 
and  international  institutions  for  housing, 
construction,  industry  and  agriculture. 
Equity  investments,  venture  capital, 
equipment  leasing,  credit  cards,  provident 
and  mutual  funds,  barter  trade  and  sophis- 
ticated foreign  currency  transactions  round 
out  their  areas  of  expertise.  The  banks  also 
have  holdings  in  insurance,  real  estate  and 


First  there  was  a  need. 
And  Elbit  was  the  response. 

A  response  to  a  unique  market 
situation  where  the  lack  of 
natural  resources  dictated  the 
development  of  products  that 
were  technologically  intensive. 

Today,  almost  twenty  years 
later,  Elbit  is  Israel's  largest 
computer  systems  house  and 
exporter  of  computer  based 
products  and  systems. 

Products  and  systems 
developed  for  both  the  military 
and  commercial  markets. 


Expertise  gained  through 
experience  has  catapulted  Elbit 
into  the  forefront  of  electronic 
warfare  and  the  development  of 
computer  systems  for  the  military. 

With  a  sales  volume  totalling 
$117M  in  the  year  83/84,  Elbit 
aims  to  maintain  its  targeted 
growth  rate  of  30%  per  year. 

For  more  information  and  a 
copy  of  our  latest  corporate 
annual  report,  please  write  to 
Mrs.  liana  Gelfer  at  our  inter- 
national corporate  headquarters. 

NASDAQ  Listing  ELBTF. 
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ELBIT  COMPUTERS  LTD.  P.O.Box  5390,  Haifa  31053,  Israel. 

Tel:  04-524222, 04-5171 1 1 .  Tlx:  46774 

ELBIT,  Suite  2850,  400  West  Cummings  Park,  Woburn,  MA  01801. 

Tel:  (617)938-3737/8 


construction  companies. 

With  origins  dating  back  to  1902,  Bank 
Leumi  Le-Israel  is  the  oldest  Israeli  bank. 
Today,  it  is  a  multinational  group  embrac- 
ing four  commercial  banks,  with  a  total  of 
375  domestic  branches,  and  the  largest 
overseas  presence  of  any  Israeli  bank:  74 
branches,  subsidiaries  and  offices  on  five 
continents,  mainly  North  and  South  Amer- 
ica and  Europe.  These  facilities  include  the 
27-branch  Bank  Leumi  Trust  Co.  of  New 


York.  A  mortgage  bank,  an  industrial-de- 
velopment bank  and  an  agricultural-devel- 
opment bank  are  just  some  of  the  other 
components. 

Leumi  &  Co.  Investment  Bankers  Ltd.  is 
Israel's  first  merchant  bank.  Last  year,  it 
founded  a  venture-capital  holding  com- 
pany, Medivent  Ltd.,  which  is  focusing  on 
Israeli  high-tech  companies  with  substan- 
tial export  potential.  While  a  portion  of  its 
capital  will  be  invested  in  start-ups,  the 
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TECHNOLOGICAL  MASTERY. 
PROVEN 

In  peacetime  and  in  battlefield  encounters,  EL-OP' s  electro-optical 
systems  have  proven  they  can  provide  Free  World  nations  with 
the  ability  to  identify  and  assess  opposing  forces. 
A  record  based  on  a  systems  approach  to  the  research, 
development,  manufacturing  and  testing  of  systems 
incorporating  all  the  major  technologies. 
Lasers,  Passive  Night   Vision,  Thermal  Imaging, 
Tank  Fire  Control  Systems  and  Avionics. 
A  record  maintained  by  dedicating  25%  of  human  resources  to 
R&D,  an 'uncompromising  commitment  to  quality,  and  vertical 
integration  that  assures  reliable  volume  delivery 
In  peacetime  anctir r  wartime,  EL-OP  has  proven  that  a 
technological  exJge  can  riiake,  the  difference  between  success 

:*aMf  failure. 
We  can  make      s.4^chho/dgical  edge  available  to  you  today 


majority  of  its  funds  is  targeted  for  more 
advanced  projects  requiring  growth  fi- 
nancing. Another  firm,  Bank  Leumi  In- 
vestment Co.  Ltd.,  also  invests  in  Israeli 
industrial  enterprises,  particularly  those  in 
advanced  technology  and  R&D. 

Bank  Hapoalim,  which  was  founded  in 
1921,  has  also  emerged  into  a  large  banking 
group  with  international  operations  en- 
compassing seven  commercial  banks,  with 
340  branches  in  Israel.  Bank  Hapoalim  it- 
self maintains  35  branches,  subsidiaries  and 
offices  in  14  countries  outside  of  Israel.  Last 
year  it  inaugurated  the  first  Israeli  bank  in 
San  Francisco,  adding  to  its  full-service 
branches  in  six  U.S.  cities  and  an  agency  in 
Miami. 

Hapoalim  counts  the  majority  of  Israel's 
100  largest  firms  among  its  corporate  clients. 
Moreover,  it  is  Israel's  leading  financial  in- 
stitution in  U.S.-Israeli  trade  through  EXIM, 
the  Export  Import  Bank.  Two  mortgage 
banks,  two  industrial  development  banks  and 
a  company  that  supplies  credit  to  the  agri- 
cultural sector  are  other  bases  from  which 
Hapoalim  participates  in  business  finance. 
Likewise,  the  Investment  Co.  of  Bank  Ha- 
poalim Ltd.,  which  operates  directly  as  well 
as  through  subsidiary  companies  in  a  va- 
riety of  fields,  with  an  emphasis  on  high- 
tech  industries  and  R&D,  uses  equity  po- 
sitions in  start-ups  and  established  firms. 

Israel  Discount  Bank  is  the  third  largest 
bank  in  the  country.  Founded  in  1935,  it, 
too,  has  developed  into  a  large  diversified 
financial  group.  Its  parent,  IDB  Bankhold- 
ing  Corp.,  Ltd.,  had  assets  last  year  in  ex- 
cess of  $10  billion.  Comprised  of  two 
commercial  banks,  with  some  270  branches 
in  Israel  and  a  network  of  offices,  represen- 
tatives and  subsidiaries  overseas,  the  IDB 
Banking  Group  also  encompasses  one 
mortgage  bank,  an  industrial  development 
bank  and  a  full-service  New  York  State 
chartered  subsidiary,  Israel  Discount  Bank 
of  New  York.  This  latter  bank,  with  assets 
exceeding  $3.7  billion,  is  the  14th  largest 
commercial  bank  in  New  York  based  on  its 
June  30,  1984  deposits.  The  non-banking 
activities  of  the  group  are  organized  through 
IDB  Development  Corp.  The  most  impor- 
tant subsidiaries  of  IDB  Development  are 
Discount  Investment  Corp.  (DIC)  and  PEC 
Israel  Economic  Corp.,  which  together  form 
one  of  the  biggest  investment  groups  in 
Israel.  DIC,  founded  in  1961,  has  a  wide- 
ranging  portfolio  of  equity  holdings  in  all 
economic  sectors,  with  an  emphasis  on  ex- 
port-oriented and  advanced-technology  en- 
terprises. New  York-based  PEC,  which  was 
established  in  1926,  is  traded  on  the  Amer- 
ican Stock  Exchange  (ASE:  IEC)  is  head- 
quartered in  New  York  and  is  the  oldest 
American  company  making  investments  in 
Israel. 

Since  its  incorporation,  PEC  has  played 
a  major  role  in  developing  businesses  in  Is- 
rael and  has  participated  in  the  organiza- 


tion,  finance  and  management  of  more  than 
100  Israeli  enterprises.  Sectors  include 
manufacturing  and  high  technology,  fi- 
nance and  banking,  construction  and  de- 
velopment, shipping,  and  marketing.  PEC's 
assets  are  about  $135  million  and  its  net 
worth  is  about  $100  million.  IDB  Bank- 
holding  owns  approximately  83  percent  of 
the  outstanding  common  stock  of  PEC.  An 
additional  10  percent  is  held  by  ISROP— The 
Israel  European  Company  Isrop  S.A. — a 
company  controlled  by  Baron  Edmond  de 
Rothschild.  Half  its  investment  portfolio 
relates  to  start-up  companies  that  went  on 
to  become  well-established  firms  with  mul- 
tinational operations.  The  IDB  Bankhold- 
ing  group,  through  IDB  Development  and 
DIC,  also  owns  over  30  percent  of  Clal  (Is- 
rael) Ltd.,  the  largest  private-sector  hold- 
ing company  in  the  country. 

United  Mizrahi  Bank  Ltd.,  which  dates 
back  to  1923,  has  emerged  as  Israel's  fourth 
largest  financial  institution,  with  assets  of 
$4.7  billion.  In  addition  to  a  commercial 
bank,  the  group  controls  Tefahot,  Israel's 
biggest  mortgage  bank;  Adanim,  one  of  the 
nation's  oldest  mortgage  banks;  and  has  a 
specalized  bank  that  provides  development 
loans  to  the  industrial  and  agricultural  sec- 
tors. Other  components  are  Pama  Invest- 
ment Corp.,  which  has  a  highly  diversified 


asset  portfolio  ranging  from  computers  to 
aviation  to  printing,  and  the  Investment 
Corp.  of  United  Mizrahi  Bank. 

Late  last  year  United  Mizrahi  Overseas 
Holding  Company  BV  (UMOHC)  was  estab- 
lished in  Rotterdam  to  consolidate  the  bank's 
international  operations.  Shareholdings  in 
four  subsidiaries — in  New  York,  Zurich, 
London  and  Montevideo,  Uraguay — have 
been  transferred  to  the  new  company.  Its 
initial  authorized  and  subscribed  capital  will 
be  $100.5  million,  of  which  $70  million  has 
been  paid  up  as  of  early  1985.  The  issue  took 
the  form  of  a  private  placement  involving  the 
bank  and  ten  private  foreign  investors.  The 
funds  will  be  invested  in  the  development  of 
Mizrahi's  overseas  outlets,  whose  activities 
will  provide  additional  means  of  raising 
capital  for  the  expansion  of  a  vital  sector  of 
Israel's  economy. 

Some  of  the  commercial  banks  are 
shareholders  in  the  Industrial  Development 
Bank  of  Israel  Ltd.  (IDBI),  along  with  the 
government  and  a  number  of  organizations 
and  private  individuals  in  Israel  and  abroad. 
Established  in  1957  to  engage  in  long-term 
loan  financing,  IDBI  raises  capital  from 
private  sources  and,  together  with  inter- 
national funds  and  public  development 
money,  channels  these  resources  to  indus- 
trial-investment projects.  Only  those  proj- 


ects that  are  beneficial  both  to  the  economy 
and  to  the  investor  are  eligible  for  IDBI  fi- 
nancing, which  includes  long-term  devel- 
opment loans,  managed  loans  or  lines  of 
credit  and  a  variety  of  supplemental  and 
special-purpose  loans. 

In  recent  years  IDBI  has  begun  operating 
several  subsidiary  and  affiliated  companies 
engaged  in  various  aspects  of  industrial  fi- 
nancing, including  equity  financing.  Among 
them:  Investment  Co.  for  Industrial  Devel- 
opment in  Israel,  Industrial  Finance  Corp. 
Ltd.,  Israel  Research  and  Development  Co. 
Ltd.  and  Plant  and  Machinery  for  Industry 
Ltd. 

The  Israel  Corporation  Ltd.  is  another 
major  holding  company  in  the  nation's 
economy.  Incorporated  in  1968,  it  enjoys 
fiscal  benefits  granted  under  special  legis- 
lation passed  the  following  year,  which  pro- 
vides, among  other  things,  for  income  tax 
exemption  through  1999.  This  measure  was 
designed  to  encourage  foreign  investment 
in  Israel,  using  the  corporation  as  a  vehicle. 
Since  it  was  established,  the  corporation  has 
made  four  separate  share  offerings,  and  the 
majority  of  its  220  stockholders  are  non- 
residents of  Israel.  Total  assets  now  amount 
to  $110  million. 

Initially,  the  corporation  invested  in  basic 
industries  such  as  shipping,  oil  refining  and 


Bank  Leumi.  More  than  Israel's  leading  banl<. 
An  international  banking  network. 


Our  global  network  based  on  over  80  years  of  solid  experience 
and  supported  by  assets  in  excess  of  US  $20  billion,  has  made 
us  the  leading  banking  group  in  Israel  and  one  of  the 
100  largest  banks  in  the  world. 

The  Bank  Leumi  Group  offers  the  investor  a  full  range  of 
financial  and  banking  services.  Through  our  various 
subsidiaries,  such  as  Bank  Leumi  Investment  Company  Ltd., 


and  Leumi  &  Co.  Investment  Bankers  Ltd.,  we  provide  both 
venture  capital  and  merchant  banking  services. 

Contact  the  Bank  Leumi  closest  to  you  for  additional 
expertise  in  import-export  transactions,  documentary  credits, 
international  trade,  mergers  and  acquisitions. 

At  Bank  Leumi  personal  service  is  a  major  part  of  our  banking 
tradition. 

Into  the  Ninth  Decade 

bank  leumi  ■nun  *i  pin 


Bank  Leumi  Le-Israel  B  M 
Head  Office: 

24-32YehudaHaleviSt. 
Tel  Aviv  65546 
Tel:  (05J6J21 11 
Telex:  33586  [EUMIIL 


Regional  Management 
Western  Hemisphere 

342  Madison  Ave. 
Suite  1104 

New  York,  NY  10173 
Tel:  (212)850-9500 
Telex:  177  390  bltrut 
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579  Fifth  Avenue 

New  York.  NY  10017 
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With  over  400  branches  and  offices  worldwide. 


housing  as  well  as  in  hotels  and  cold  stor- 
age facilities.  In  recent  years  it  has  concen- 
trated on  infant  industries  with  potential 
growth,  mainly  in  high  technology.  These 
include  Filtration  Ltd.  (automatic  self- 
cleaning  water  filter  systems  for  industry  and 
agriculture).  Scinova  Ltd.  (medical  and 
automotive  instrumentation)  and  Edu- 
netics  Ltd.  (computer-based  education  and 
training). 
For  the  Future 

Currently,  new  steps  are  being  taken  to 
enhance  the  links  between  all  sectors  of  Is- 
rael's economy  on  the  one  hand,  and  for- 
eign entrepreneurs,  investors  and  companies 
on  the  other.  Billed  as  Operation  Independ- 
ence, this  effort  involves  a  special  interna- 
tional Task  Force  to  conceive  and  implement 
programs  aimed  at  business  development. 

This  February  a  small  joint  steering 
committee  met  in  Jerusalem  to  start  the 
requisite  strategic  planning.  Among  the  non- 
Israeli  members:  Max  Fisher,  former  chair- 
man of  United  Brands  Co.,  Charles  Bronf- 
man of  Seagram's,  Laurence  Tisch  of  Lowes 
Corp.,  Felix  Rohatyn  of  Lazard  Freres,  Mar- 
cus Sieff  of  Marks  and  Spencer,  and  Alex- 
ander Grass  of  Rite  Aid  Corp.  Full-scale 
sessions  with  all  Task  Force  members  will 
take  place  in  June  and  thereafter  on  a 
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regular  basis. 

The  government's  commitment  to  the 
success  of  this  venture  is  evident  in  the  fact 
that  it  has  set  up  a  cabinet  committee  to 
oversee  Operation  Independence.  Chaired 
by  Economy  and  Planning  Minister  Gad 
\aacobi,  it  will  ensure  that  Task  Force  rec- 
ommendations are  deliberated  at  the  high- 
est levels  and  quickly  put  into  effect  once 
adopted.  Already  in  the  pipeline  is  a  scheme 
to  vary  the  incentives  package  by  giving 
investors  a  choice  of  the  present  system  of 
grants  and  loans,  with  some  tax  consider- 
ations, or  absolute  tax  exemption  for  a  sub- 
stantial period  after  they  have  established 
or  expanded  an  export-oriented  enterprise. 

"The  entire  initiative  is  based  on  the 
premise  that  there  is  a  vast  economic,  hu- 
man, technological  and  scientific  potential 
in  Israel,  which  will  enable  it  to  reach  eco- 
nomic independence  through  renewed 
growth  following  the  introduction  of  cer- 
tain necessary  structural  changes  in  the 
economy,"  says  Minister  \aacobi.  "If  suffi- 
cient investment  capital  can  be  drawn  to  Is- 
rael, those  sectors  of  the  economy  which  can 
best  contribute  to  improving  the  balance  of 
payments  will  be  given  a  chance  to  take  off 
through  the  application  of  Israeli  entrepre- 
neurship,  expertise  and  brainpower."  ■ 
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SRAEL  LTD. 

For  more  information  about  these  products,  contact  Motorola: 

In  the  U.S.A.:  Irrigation  Dept.,  4930  E.  Yale  Ave.,  Fresno,  CA  93727,  Telephone:  (209)  454-0551 

In  Israel:  16  Kremenetsky  St.,  Tel  Avi  |  eiephone:  +972-3-388388,  Telex:  341674 


Successful  resource 
management  means  staying  in 
control.  Motorola  Israel  Ltd. 
has  the  systems  that  will  put 
you,  and  keep  you,  in  control. 

The  MIR  2000,  MIR  3000  and 
MIR  1080  computerized 
irrigation  control  systems  for 
small,  medium  and  large  sized 
farms  can  work  with  any 
pressurized  irrigation  system 
by  optimizing  irrigation  and 
providing  higher  yields  while 
saving  water,  fertilizer  and 
power. 

The  MEIC  2000  and  MEIC 
3000  multi-use,  programmable 
controllers  for  industrial  and 
institutional  applications  are  the 
most  effective  way  to  control 
manufacturing  processes  and 
energy  costs. 
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At  Republic  Health's  hospitals,  six  out  of 
every  ten  beds  lie  empty.  But  that  matters 
somewhat  less  than  it  used  to,  in  the  new 
era  of  boutique  medical  care. 


Selective  surgery 


By  Robert  Teitelman 


Chairman  James  Buncher  gave 
Dallas-based  Republic  Health 
Corp.  an  inauspicious  start 
when  he  bought  18  moneylosing  hos- 
pitals from  industry  leader  Hospital 
Corp.  of  America  in  1982. 

The  hospitals  lost  $6  million  that 
year — Republic's  first  full  year  of  op- 
eration— and  were  limping 
along  at  a  41%  occupancy 
rate,  20%  below  the  national 
average.  HCA  wanted  them 
out  of  its  portfolio  so  badly 
that  it  financed  Republic's 
purchase  for  $215  million, 
including  29%  of  Republic's 
stock. 

But  Buncher  and  his  team 
of  veteran  hospital  managers 
turned  the  18  around,  ac- 
quired other  hospitals  and 
last  year  earned  $23  million, 
or  $1.13  a  share,  on  $570  mil- 
lion in  revenues.  Yet  occu- 
pancy rates  at  its  52  hospitals 
were  not  any  better — 41% — 
last  year  than  they  were 
three  years  ago.  Moreover,  if 
Republic  had  bought  better 
hospitals,  loaded  with  seri- 
ously ill  patients,  it  might 
not  have  been  able  to  pull  off 
its  turnaround. 

The  key  to  its  incongruous 
success?  The  same  changes 
in  Medicare  reimbursement 
formulas  that  are  driving 
some  other  acute-care  hospi- 
tals toward  bankruptcy.  Un- 
der the  old  Medicare  pay- 
ment scheme,  hospitals  were 
reimbursed  for  their  reported 
costs,  no  matter  how  exces- 
sive. That  changed  in  Octo- 
ber 1983,  when  the  federal 
government    mandated    set 


fees  for  468  different  ailments  or  diag- 
nosis-related groups  (DRGs),  regard- 
less of  the  hospital's  cost  of  treating 
them.  Suddenly,  cost  per  patient  day, 
not  occupancy,  became  the  determi- 
nant of  hospital  management  success. 
And  procedures  that  could  be  done 
quickly — often  in  a  few  hours,  with- 
out lots  of  nurses,  tests,  meals  or  gen- 
eral care — looked  very  profitable. 


Hollv  Kuper/Gamma-Lia 


Republic  Health's  James  Buncher  and  Richard  Ragsdale 
Viewing  hospitals  as  stores  in  a  shopping  mall. 


So  after  cutting  costs  and  staff  lev- 
els, Republic  started  marketing  minor 
surgery  the  way  hotels  offer  cut-rate 
weekends.  "We  identified  a  series  of 
surgical  procedures  that  we  thought 
we  could  sell  as  products,"  says  Rich- 
ard Ragsdale,  Republic's  senior  execu- 
tive vice  president.  Beverly  Hills 
Medical  Center,  for  example,  a  241- 
bed  hospital  with  24%  occupancy  in 
1982,  offered  special  deals  for  cosmet- 
ic and  cataract  surgery.  Sales  on  elec- 
tive surgery  were  offered,  with  the 
hospital  accepting  whatever  Medicare 
was  willing  to  pay  and  charging  the 
patient  no  deductible.  Occupancy 
rates  didn't  rise  dramatically,  but  pa- 
tient numbers  did.  Beverly  Hills  treat- 
ed almost  1,800  more  patients  in  1984 
than  in  1983,  getting  them  in,  and 
out,  quickly.  Result:  The  hospital 
made  $3  million  pretax  in  1984. 

Republic  also  teamed  up  with  local 
doctors  who  were  feeling  the  pressure 
of  competing  for  patients.  The  Gar- 
land (Tex.)  Community  Hospital,  for 
example,  gave  marketing  help  to  doc- 
tors running  storefront  primary-care 
centers  in  exchange  for  patient  refer- 
rals. Other  Republic  units  turned  over 
operating  rooms  to  local  doctors  in 
exchange  for  a  portion  of  the 
take. 

Can  you  run  a  hospital  like 
a  limited-menu  restaurant? 
Not  traditionally.  But  Re- 
public's Buncher,  48,  an  ac- 
countant and  veteran  of  al- 
most two  decades  in  hospital 
management,  realized  that 
the  government's  new  Medi- 
care payment  formula  had 
changed  the  system.  Its  sepa- 
rate fees  for  specific  treat- 
ments favored  specializa- 
tion. So  he  set  Republic's 
marketers  to  figuring  out  the 
costs  and  profitability  of  per- 
forming, say,  tonsillectomies 
or  coronary  bypasses. 

Buncher  also  saw  that 
building  a  hospital  chain  by 
buying  losers,  shaping  them 
up  and  trading  up  to  better 
hospital  properties  was 
passe.  That  was  how  he 
helped  build  Hospital  Affili- 
ates International  into  a  $700 
million  company  in  the 
1970s.  But  opportunity  in  the 
new  era  lay  in  building  net- 
works of  elective-  and  acute- 
care  hospitals.  "I  see  it  like  a 
shopping  mall,  with  special- 
ty shops  anchored  by  a  de- 
partment store,"  says 
Buncher.  The  economies  in 
allocating  expensive  medical 
equipment  and  highly  skilled 
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staff  are  obvious,  he  reckons. 

Republic  last  year  acquired  Health 
Resources  Corp.  of  America,  the 
Houston  chain  that  boasts  heart  spe- 
cialist Dr.  Michael  DeBakey  on  its 
board.  Buncher  aims  to  build  net- 
works in  Los  Angeles,  San  Francisco, 
Houston,  Dallas  and  Miami. 

The  market  evidently  likes  what  it 


sees,  according  Republic's  o-t-c  stock 
a  P/E  of  13,  despite  the  company's 
sky-high  debt — 71%  of  capital — and 
thin  margins.  There  is  also  the  pros- 
pect of  the  government's  tightening 
DRG  rates  over  the  next  two  years 
and  overhauling  Medicare  reimburse- 
ment for  capital  costs  by  1986. 
Ragsdale  thinks  there's  an  advan- 


tage to  being  in  the  same  business  as 
nonprofit  institutions — "a  political 
umbrella,"  he  says.  "If  the  govern- 
ment gets  to  the  point  of  hurting  us,  it 
will  also  be  pushing  some  not-for- 
profits  out  of  business.  That's  not  po- 
litically feasible."  Republic,  in  other 
words,  always  finds  a  way  to  make  the 
government  its  ace  in  the  hole.  ■ 


Detroit's  visionary  downtown  transporta- 
tion system  is  less  than  three  miles  long,  but 
the  price  has  climbed  to  $210  million — 
and  still  counting. 


The  price  mover 


By  Katharine  Blood 


Detroit's  attempt  at  a  modern 
mass  transit  system  is  a  down- 
town People  Mover.  Basically, 
it  is  a  one-legged,  driverless  El,  with 
the  elevated  track  snaking  through 
downtown  for  2.9  miles  and 
a  couple  of  cars  covering 
the  loop  in  14  minutes.  It's 
not  dissimilar  to  the  mono- 
rail at  Disneyland. 

The  federal  government 
promised  to  bankroll  the 
project  when  Michigan- 
born  Gerald  Ford  was  run- 
ning for  President.  But  the 
estimated  cost  has  moved 
from  $137  million  to  $210 
million,  and  it's  still  under 
construction.  "The  price 
mover,"  is  what  Ralph 
Stanley,  director  of  the  fed- 
eral Urban  Mass  Transpor- 
tation Administration 
(Umta),  calls  the  project. 
He  doesn't  want  to  chip  in 
for  that  $73  million  short 
fall.  After  all,  Ronald  Rea- 
gan is  President  now.,  and 
downtown  Detroi  t 
of  his  priorities. 

There's  also  the 
of  whom  it  will  mov 
handsome  series   o. 
rise     tubes,      Renaiss. 
Center,  has  been  built  on 
the  riverfront,  but  the  heart 


of  the  downtown  shopping  area, 
three-quarters  of  a  mile  north,  has 
badly  deteriorated.  The  big  f.L.  Hud- 
son store,  which  once  rivaled  Macy's 
in  New  York,  is  long  closed,  and  the 
busiest  store  probably  is  the  Kresge 
five  and  dime. 


>le  Mover 
i  btik  t  a.  Ronald  Reagan  priority. 


The  People  Mover  will  run  by  Re- 
naissance Center,  past  the  financial 
and  convention  centers,  past  the  of- 
fices and  Greek  Town — a  restaurant 
area — and  back  to  RenCen,  as  it  is 
called.  It's  not  much  for  $210  million. 
But  still,  an  exciting  system,  if  fin- 
ished, might  be  a  catalyst  to  recovery. 
"Ever  since  we  began  this  project, 
all  we  have  had  is  pain  on  top  of  pain," 
says  Thomas  Turner,  chairman  of  the 
Southeastern  Michigan  Transporta- 
tion Authority  (Semta),  the  People 
Mover's  sponsor.  Semta  is  pumping 
$53  million  of  its  state  transit  money 
into  the  People  Mover  to  keep  con- 
struction going,  but  that  means  giving 
up  about  85  new  buses  and  canceling 
plans  for  a  commuter  train. 

A  Canadian  company,  Urban 
Transportation  Development  Co.  of 
Toronto,  won  the  People  Mover  con- 
tract, but  it  had  never  built  a  mass 
transit  system  before.  Beams  had  to  be 
replaced  and  stations  redesigned,  and 
there  was  some  rerouting.  Before  long 
the  project  was  $73  million  over  bud- 
get, and  Semta  was  scram- 
bling to  find  the  remainder 
of  the  money. 

There's  also  a  chance 
that  the  People  Mover  will 
run  an  operating  loss.  The 
original  estimates  were  for 
71,000  riders  a  day,  at  40 
cents  a  ride.  That's  now 
down  to  55,000,  at  50  cents 
a  ride.  With  the  entire  met- 
ropolitan bus  system  carry- 
ing 283,000  a  day,  even  that 
seems  optimistic. 

Still,  hope  springs  eter- 
nal. "The  accusation  that 
we  are  throwing  good  mon- 
ey after  bad  is  totally  un- 
founded," says  Albert  A. 
Martin,  Semta's  acting  gen- 
eral manager.  He  is  shoot- 
ing for  a  fall  1986  opening. 
"This  is  not  going  to  be  a 
flop,"  he  says. 

With  so  much  money 
having  been  spent  already, 
the  People  Mover  probably 
will  be  finished,  and  it  just 
might  work.  Certainly  De- 
troit is  due  for  a  change  in 
luck.  ■ 
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REVOLUTIONARIES. 


They  were  revolution- 
aries from  the  beginning- 
created  to  be  the  best 
six  pas-    MfcHHL  fj 

ht  RiYC 

you  could  buy.  And  for 
1985,  they  still  are.  Aries 
2-door,  4-door,  and  wagon 
offer  the  lowest  prices, 
highest  standard  mileage 
rating,  longest  warranty, 
and  best  overall  value* 
All  the  great  \ 

qualities        _ 
that  have 
helped  Aries 
develop  a 
tradition  of 
solid  resale. 
This  year, 
Aries  adds 

a  sophisticated  new  look 
to  a  proven  tradition  of 


over  15  billion  front- 
wheel-drive  miles. 
Aries  LE  also  gives  you 


over  40  standard  features. 
And,  with  offerings  like 
the  Premium  Equipment 
Discount  Package,  sav- 
ings of  $225  when  you 
order  an  AM/FM  radio, 
rear  window  defroster, 

power  steer- 
ing, auto-  , 
matic  speed 
control, 
,        tilt  steer- 
ing wheel, 
and  other 
I      popular 
;      Options** 
And,,- for  a  limited  '■■.  ( 
time,  you,  could  even 


get_  an  automatic  trans- 
mission  at  no  extra 
charge*  It's  our  way  of 

MB"4*      saving, 

RIES. « 

America". .  for  all  your 
support  in  recent  years. 

Ask  your  Dodge  dealer, 
about  buying  or  leasing* 
a  new  Aries.  It's  traditional 
K-car  value  in  a  beautiful 
new  style  that  makes 
Aries  2-door,  4-door,  and 
wagon  true  revolution- 
aries again  for  1985. 


l/\j 


Dodge 


'  1985  i'  passenger  model  comparisons  /owes/  base  arid  cdm0pi'abl'\  equipped  sticker  pricei)  krkhest  standard  rpilea'ge    26  EPA  citye1. 
mpg,  use  to  compare,  actual  mpg  will  varywith  options,  drmirig .habits \apd  condition'.,  and  vehicle's  condition  CA  est  lower:  lon,i;e: 
warranty     5  year  '50.000.  miles,  whichever  comes  lust.  I  rnvted,  warranty  on  power  tram  and  outer  hotly  nist  through,  exclude-.  Ic.r.t 
deductible  applies  Ask  tor  details      "Aries  II  savings  Iw.edttn  sticker  prices  of  package  items  it  purchased  separately  Ask  lor    , 
details       il'.tili,  ipating  dealers  ,  an  pass  then  savings  on  to  \ou    Ask  loi  details         ,  <  RtlCKI  f  / IP  Frir  ~ 


Laser  wars 


Dataproducts  Charles  Dickinson  has  been  !?n  B,ecaus,e  <hey  ™n  pfint  ev^- 

-*  thing  from  high-quality  business  let- 

able  to  stay  out  of  the  way  of  his  Japanese  ters> to  charts>  to  application  f0rmS/ 

.  ..  •  Si  ,,i.  i  r  they  are  especially  well  suited  to  serv- 

COmpetltOrS     in     the     CUtthrOat    market  JOr    mg  networks  of  a  dozen  or  so  personal 

computer  printers.  Until  now.  JSSSffiwSliSS 

to  $5,000  for  simple  models  and  up  to 
$15,000  for  the  most  sophisticated 
machines. 

Analysts  at  San  Jose's  Dataquest, 
the  technology  marketing  research 
outfit,  estimate  that  the  market  for 
laser  printers  will  triple  by  the  end  of 
next  year,  to  $2.5  billion  in  sales  at 
retail.  Dataproducts  introduced  its 
first  laser  printer,  priced  at  $12,000, 
last  October.  Shipments  commenced 
in  January  to  computer  manufactur- 
ers and  distributors. 

But  trouble,  spelled  J-a-p-a-n,  lurks 
in  lasers,  too.  The  key  parts  for  laser 
printers  are  taken  from  small  office 
copiers,  a  business  that  is  dominated 
by  the  Japanese.  Indeed,  Dataprod- 
ucts' laser  printer  is  built  in  part  by 
Toshiba. 

Equally  ominous,  while  Dickinson 
moves  down  into  the  upper  end  of  the 
PC  printer  business,  his  Japanese 
competitors  are  moving  up  into  the 
same  end.  "We  have  every  intention 
of  broadening  our  product  line  toward 


By  Roger  Neal 


WHY  DO  YOU  KEEP  ASKING  me 
about  personal  computers?" 
demands  Charles  Dickinson, 
his  voice  rising.  His  own  staff,  he 
complains,  has  been  blinded  by  the 
personal  computer  market's  publicity 
glare.  He  stomps  out  of  his  conference 
room  and  returns  a  few  minutes  later 
brandishing  a  cartoon  clipped  from 
the  newspaper.  Titled  "Trendsetter," 
it  shows  an  executive  sitting  at  an 
empty  desk;  his  personal  computer 
lies  in  the  wastebasket. 

What  does  Dickinson,  the  chief  ex- 
ecutive of  Woodland  Hills,  Calif. 's 
Dataproducts  Corp.,  have  against  per- 
sonal computers?  With  sales  ap- 
proaching $500  million,  Dataproducts 
is,  after  all,  the  country's  largest  inde- 
pendent manufacturer  of  computer 
printers. 

Half  those  sales  and  most  of  Data- 
products' profits  are  generated  by 
shipments  of  big,  high-price  printers 
that  service  the  mainframes  and 
minicomputers  built  by  Burroughs, 
Wang  and  DEC.  By  letting  the  Japa- 
nese slug  it  out  for  the  low  end  of  the 
printer  market,  Dickinson  has  kept 
his  margins  reasonably  healthy  while 
other  domestic  producers— Centron- 
ics Data  Computer  is  one  example — 
have  hit  the  wall.  Even  now  Dickin- 
son dismisses  the  inexpensive  print- 
ers built  by  Japan's  Epson,  Citizen 
Watch  and  Okidata  as  "the  high- 
hype"  segment  of  the  computer  print- 
er business. 

"There  are  tremendous  require- 
ments for  things  that  are  in  no  way 
related  to  personal  computers,''  says 
the  61-year-old  Dickinson.  "IBM's  PC 
stuff  is  $4  billion  IBM  "Ab  billion. 
Personal  computer-  ,i:  c,  ,  sible 
portion  of  the  world.  They  are  nor  the 
[whole]  world." 
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Trouble  is,  someday  they  may  be, 
and  Dickinson,  an  electrical  engineer 
and  University  of  Minnesota  M.B.A., 
is  well  aware  of  it.  As  computing  pow- 
er rises  and  costs  fall,  micro-  (or  per- 
sonal) computers  are  displacing  ter- 
minals throughout  the  modern  office 
building.  Unless  "trendsetter"  execu- 
tives en  masse  trash  their  PCs,  the 
printer  will  continue  to  grow  smaller 
and  cheaper  as  it  follows  the  micros 
from  the  centralized  EDP  room  into 
individual  offices. 

There  are  plenty  of 
signs  that  this  is  going  on. 
Dickinson's  traditional 
big-printer  market  has 
shrunk  by  around  40% 
since  1980.  Earnings  for 
the  quarter  that  ended  last 
month  were  chopped  in 
half,  bringing  net  for 
Dataproducts'  1985  fiscal 
year  to  a  disappointing 
$1.50  or  so  per  share.  The 
stock  has  collapsed  from 
over  30  last  year  to  a 
recent  137/s. 

Aware  that  he  cannot 
buck  the  tide,  Dickinson 
has  decided  to  swim  with 
it.  In  April  1983  he  paid 
about  $42  million  for  IDS, 
Inc.,  which  produces 
small  dot-matrix  printers 
similar  to  Epson's  and 
priced  between  $500  and 
$2,100.  But  IDS,  Dickin- 
son says,  is  just  "margin- 
ally profitable." 

Potentially  more  prom- 
ising is  Dataproducts' 
recent  entry  into  laser 
printers,  the  current  state 
of  the  art  in  microcom- 
puter printer  technology. 

Laser  printers  are  quiet- 
er than  their  dot-matrix 


Dataproducts  CEO  Charles  Dickinson 

"Why  keep  asking  me  about  personal  computers?' 
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the  high  end,"  says  Jack  Whalen,  an 
executive  vice  president  of  Epson 
Arnerica,  the  leading  small  computer 
printer  maker.  Japan's  Canon  Inc. 
now  has  its  personal  computer  laser 
printer.  Price:  $3,500. 

Say  this  for  Dickinson:  He  is  going 
off  to  war  armed  with  enviable  suppli- 
er relationships  with  IBM,  DEC, 
Wang  and  other  domestic  computer 
makers  that  Dataproducts  has  served, 
and  well,  for  years.  It  will  take  more 
than  Japanese  engineering  efficiency 
to  erode  that  advantage.  (IBM,  howev- 
er, is  rumored  to  be  readying  its  own 
printer  facilities.)  To  keep  his  ear  to 
the  market,  and  to  corral  increasingly 
important  retail  sales,  Dickinson  re- 
cently opened  three  retail  outlets  in 
southern  California. 

Moreover,  Dataproducts  doesn't 
lack  for  the  financial  firepower  it  will 
surely  need.  Total  debt  is  26%  of  equi- 
ty, current  assets  outstrip  current  lia- 
bilities 2.9-to-l,  and  Dickinson  has 
built  his  cash  hoard  to  $95  million 
(over  $4.50  per  share).  As  he  girds  for 
battle,  too,  Dickinson  can  take  some 
comfort  from  the  fact  that  the  Japa- 
nese printer  makers  have  shown  no 
appetite  for  hostile  takeovers.  Or  is 
that  a  sign  that  they  think  Data- 
products' salad  days  are  over?  ■ 


CcrtfleUcdicm 

MANHATTAN 

You're  looking  at  the  Omega  Constellation  Manhattan.  The  finest  Swiss  quartz 

chronometer  money  can  buy.  Distinctive  gold  clamps  add  beauty  while  reinforcing 

it's  water  resistance  to  100  feet.  A  contemporary  styled  classic  backed  with 

the  technological  innovations  and  accuracy  that  made  Omega  the  official  watch 

of  NASA  and  the  Olympics.  Superlatively  crafted  in  unique  combinations 

of  18K  and  14K  gold,  stainless  steel . . .  many  embellished  with  diamonds. 

An  inspired  choice  for  men  and  women,  when  only  the  finest  will  do. 

Omega  Watch  Corporation,  Omega  Building,  301  East  57th  Street, 

New  York,  NY  10022.  (212)  753-3000. 


FORBES,  APRIL  22,  1985 


How  General  Electric  Credit 
Corporation  gave  a  19th  century  church 

a  new  lease  on  life 


And  two  other  examples  of  faith  and  financing  that  have  made 
GE  Credit  number  one  in  diversified  finance  services 


FIRST  A  19TH 
CENTURY  CHURCH 
designed  by  Stanford  White, 
later  the  home  of  the  Hartford 
Times,  is  now  a  fully  rented 
office  building  thanks  to  a  unique 
"bow  tie"  financial  package- 
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Madison  Avenue  church 

gets  new  lease  on  life 

in  Hartford  from  GE  Credit 

FASHIONABLE  CHURCHGOERS  in  Man- 
hattan at  the  end  of  the  last  century 
prayed  in  the  beautiful  house  of  wor- 
ship on  Madison  Avenue  that  the 
elders  had  wisely  engaged  Stanford 
White  to  design  before  his  untimely 
demise. 

Demise,  however,  soon  struck  the 
church,  and  it  was  torn  down  to 
make  way  for  a  larger  building. 

But  wisdom  prevailed.  Another 
architect  saved  the  church's  granite 
columns  and  terra  cotta  bricks  and 
reassembled  them  in  1920  into  the 
new  home  of  the  Hartford  Times. 

The  paper  closed  63  years  later 
and  it  appeared  the  building  was  fi- 
nally doomed.  But  this  time,  Charles 
Munigle,  a  Hartford  builder  and  real 
estate  man,  came  to  its  rescue. 

"Everybody  was  concerned  about 
the  building  but  nobody  could  figure 
out  what  to  do  with  it,"  Munigle  re- 
calls. "I  dreamed  of  what  it  could  be." 

Munigle's  Development  Re- 
sources Corporation  turned  to  GE 
Credit  as  a  source  of  permanent  fi- 
nancing to  pay  off  the  acquisition 
and  construction  loans  incurred  in 
purchasing  and  renovating  the 
building  into  a  commercial  property. 

Why  GE  Credit?  Munigle's  reason: 
"GE  Credit  was  able  to  understand 
our  needs  better  than  most  institu- 
tional lenders  in  the  country,  and  was 
more  innovative  and  creative." 

Our  financing  included  a  unique 
"bow  tie"  deal.  DRC  pays  a  fixed 
payment  though  the  total  inter- 
est rate  floats  with  prime.  De- 
ferred interest  can  be  repaid  at 
the  loan's  maturity. 

NOTE:  If  you  have  never  heard  of  a 
"bow  tie,"  the  door  is  always  open  at 
GE  Credit  to  talk.  After  all,  we  practi- 
cally wrote  the  book  on  bow  ties — 
and  other  innovations  in  real  estate 
financing. 


How  GE  Credit  helped 

Power  Systems  make  cold 

cash  out  of  hot  air 


WHEN  GE  CREDIT  first 

scouted  Power  Systems, 

the  small  Texas 


company  proposed  to  design,  build, 
and  operate  a  plant  that  would  recov- 
er waste  heat  generated  by  a  supplier 
of  calcined  coke.  Calcined  coke  is  a  pe- 
troleum refinery  by-product  essen- 
tial to  the  production  of  aluminum. 

Power  Systems  would  convert  the 
heat  energy  (equivalent  to  some 
2,000  barrels  of  oil  a  day)  into  steam 
and  sell  it  to  a  major  oil  refinery,  a 
large  user  of  steam. 

As  a  bonus,  Power  Systems  would 
generate  enough  electricity  to  run  its 
own  heat  recovery  systems.  Surplus 
would  be  sold  to  a  local  utility. 

If  GE  Credit  had  rated  Power  Sys- 
tems on  the  basis  of  its  credit  worthi- 
ness—the traditional  banking  mea- 
surement—their balance  sheet  could 
not  have  justified  the  amount  of 
credit  necessary  to  build  the  plant. 

But  GE  Credit's  reputation  has 
not  been  made  within  the  narrow 
halls  of  orthodoxy. 

We  did  more  than  analyze  Power 
Systems'  ability  to  repay  the  loan;  we 
asked  how  well  the  project  would  do 
based  on  its  long-term  contracts. 

Was  their  technology  sound  and 
dependable?  Yes. 

Would  their  pricing  structure 
provide  sufficient  cash  flow  to  cover 
lease  payments,  even  in  light  of  oil 
and  natural  gas  prices?  Yes. 

Would  long-term  demand  for  alu- 
minum survive  the  industry's  cur- 
rent difficulties  due  to  the  worldwide 
recession?  Yes. 

Was  an  acceptable  substitute  for 
calcined  coke  in  the  aluminum  elec- 
trolytic process  likely  to  be  discov- 
ered? No. 

Satisfied,  GE  Credit  created  this 
package: 

1.  A  two-year  $60  million  loan  to 
finance  construction  of  a  plant  for 
Power  Systems. 

2.  Upon  completion,  the  loan,  plus 
accrued  interest,  will  be  capitalized 
and  converted  to  a  10-year  guideline 
lease. 

A  $70  million  package,  in  all,  for  a 
small  company  (at  the  moment)  with 
a  blockbuster  of  an  idea. 

What  more  could  any  lender  ask? 
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Defying  recession, 
GE  Credit  helps  U.S.  Lines 

take  the  plunge  into 
super  container  shipping 

UNITED  STATES  LINES  is  one  of  the 
oldest  U.S.  flag  ocean  carriers.  Its  ori- 
gins date  back  to  1893.  The  company, 
having  gotten  out  of  the  passenger 
business  in  1969,  wanted  to  modern- 
ize its  fleet  by  building  container 
ships  so  large  and  efficient  that  each 
one  could  carry  cargo  equivalent  to  a 
20-mile-long  freight  train. 


Consider  the  following  factors,  as 
GE  Credit  did,  for  not  helping  U.S. 
Lines  finance  the  building  of  the 
ships. 

As  with  many  other  industries,  there 
is  a  worldwide  recession  in  ocean 
shipping. 

Large  ships  belonging  to  many 
other  shipping  companies  are  laid 
up,  idling,  rusting,  useless  to  ship- 
pers and  backers. 

The  choice  Asia  route  market  is 
dominated  by  foreign  shipping. 

Bottom  line:  GE  Credit  helped  ar- 
range a  financial  package  when 
many  other  institutions  probably 
would  not  have. 

GE  Credit's  shipping  experts  went 
the  extra  knot  and  scoured  the  sea 
for  positive  factors. 

As  much  as  two-thirds  of  the  Pa- 
cific basin— and  the  remainder  of  the 
seas  for  that  matter— were  up  for 
grabs  if  the  carrier  was  creative  and 
aggressive.  GE  Credit  believed  U.S. 
Lines  was  both. 

To  begin  with  they  had  an  ex- 
traordinary idea:  their  new  Econ- 
ships,  the  super  container  vessels, 
would  sail  eastward  around  the 
world  in  a  continuous  string.  Each 
ship  would  make  predetermined 
calls  at  12  ports,  calling  at  each  port 
one  week  after  the  last  ship  had 
departed. 

This  would  virtually  eliminate 
the  problem  of  light  freight  back- 
haul. 

We  were  impressed  that  the  com- 
pany had  an  efficient  land  link  be- 
tween its  customers  and  shipping 
ports  worldwide — the  carrier  owns  or 
controls  28,000  containers  and 
12,000  chassis. 

GE  Credit  approved  a  $57  million 
subordinated  loan  for  U.S.  Lines. 

To  find  out  how  we  can  create 
money  for  your  business,  mail  the 
coupon  below  for  our  information 
kit.  Or  call  800-243-2222. 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road, 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit  de- 
scribing additional  financial  packages 
and  a  "Guide  Through  the  Leasing  Maze." 

NAME 


COMPANY- 
ADDRESS. 
CITY 


General 
Electric 
Credit 

CORPORATION 

F042285     I 

Creating  Money  For  Business 


Closing  a  military  base  is  usually  consid- 
ered an  economic  disaster  for  a  communi- 
ty. But  it  doesnt  have  to  be  that  way. 


Gold  bricks? 


By  Richard  Behar 


ONE  OF  THE  OLDEST  claims  of 
budget  cutters  is  that  hun- 
dreds of  millions  of  dollars  can 
be  saved  annually  by  closing  unneed- 
ed  military  bases.  And  one  of  the  old- 
est political  truths  is  that  they  can't 
be  closed.  Now  there's  some 
respectable  evidence  that 
closing  a  base  doesn't  guar- 
antee local  catastrophe. 
Rather,  with  some  work,  it 
can  lead  to  even  more  jobs. 

"The  key  to  success  or  fail- 
ure is  local  initiative,"  says 
William  Laubernds,  presi- 
dent of  the  Chippewa  Coun- 
ty Economic  development 
Corp.,  in  Michigan's  cold, 
empty  Upper  Peninsula.  The 
Air  Force  closed  a  4,500-acre 
base  in  Kinross  township 
there  in  1978.  Gone  were  650 
civilian  jobs,  a  $40  million 
payroll  and  25%  of  the  coun- 
ty's 40,000  population. 

Today  the  base  site  con- 
tains a  1,200-unit  housing 
development,  a  1,850-acre 
industrial  park,  a  railroad, 
power  plant,  shopping  mall, 
waste-treatment  facility,  golf 
course  and  an  airport,  most 
gifts  from  Uncle  Sam.  "The 
military  was  actually  still 
constructing  buildings  after 
they  left  the  place,"  laughs 
Laubernds.  "And  we're  turn- 
ing around  and  offering 
leases  at  as  low  as  10  cents  a 
square  foot."  A  dormitory  for 
soldiers  is  now  a  medium- 
security  prison,  and 
tire  former  base  employs 
1,000  locals  in  4!> 
many  defense-related, 
the  long  run  the  communit) 


is  probably  better  off,"  says  Lau- 
bernds. "Every  government  program 
ends,  and  you  better  have  something 
else  planned  with  the  private  sector." 
Rhode  Island  issued  bonds  to  buy 
land  at  Quonset  Point-Davisville  in 
North  Kingstown  when  the  Navy 
closed  most  operations  there  in  1974. 


"At  first  it  was  devastating,"  recalls 
Fred  Santaniello,  manager  of  an  in- 
dustrial park  that  replaced  the  base. 
Now  73  companies  from  computer 
designers  to  seafood  processors  to  car 
importers  are  housed  there,  he  says. 
An  8,000-foot  runway  accommodates 
cargo  jets.  The  largest  employer,  Gen- 
eral Dynamics,  pays  $1  per  square 
foot  annually  for  206  acres,  building 
nuclear  subs  with  5,400  jobs,  vs.  4,500 
lost  when  the  Navy  left. 

There  are  failures,  too,  since  bases 
are  often  in  faraway  places.  In  Glas- 
gow, Mont.,  an  agricultural  commu- 
nity about  150  miles  from  Billings, 
the  Air  Force  closed  a  B-52  base  in 
1968.  Gone  were  4,000  jobs,  and  Glas- 
gow's head  count  shrank  50%,  to 
4,500.  The  industrial  park  has  only 
one  paying  tenant:  a  drug  program 
operating  out  of  the  old  military  hos- 
pital. There's  no  use  for  the  gymnasi- 
um, nightclub,  chapel,  movie  theater 
and  bowling  alley  and  2  million 
square  feet  of  available  space. 

From  1961  to  1981,  94  major  instal- 
lations were  padlocked,  but  none 
since.  The  Pentagon's  Office  of  Eco- 
nomic Adjustment,  set  up  in 
1961  to  help  the  transition, 
says  most  are  now  thriving 
industrial  centers  with  a  bet- 
ter than  1-to-l  civilian  job 
replacement  ratio. 

Senator  Barry  Goldwater, 
the  Arizona  Republican,  is 
studying  a  proposal  for  22 
military  base  closings  across 
the  country.  One  of  his  tar- 
gets is  Fort  Devens,  35  miles 
outside  Boston.  Devens,  an 
intelligence  training  center 
and  the  early  home  of  the 
Green  Berets,  has  a  payroll  of 
$194  million  for  9,000  mili- 
tary and  civilian  personnel. 
But  Boston  and  New  England 
are  in  much  better  economic 
shape  than  they  used  to  be. 
"We're  much  better  able  to 
absorb  a  closing  if  it  ever  hap- 
pened," says  Robert  Cogan, 
chairman  of  a  local  industrial 
commission. 

Cogan  helped  lead  a  fight 
to  save  the  base  a  decade  ago 
and  doesn't  relish  the 
thought  of  taking  on  the  Pen- 
tagon again.  But  things  could 
be  worse.  Those  9,338  acres 
have  enormous  civilian  po- 
tential. "From  an  economic 
development  standpoint,  it's 
paradise,"  he  says. 

Moral:  There  may  be  mon- 
ey in  plowshares  just  as  in 
swords.  It  just  takes  a  lot  of 
work.  ■ 
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High-performme 
insurance  services 

f  of  serious 
competitors... 


Players  in  today's  high-stakes 
business  arena  know  that 
one  unprotected  move  could 
bring  disaster.  That's  why 
serious  competitors  come  to 
Frank  B.  Hall,  the  high-perfor- 
mance insurance  services 
firm.  We're  tough  and  thor- 
oughly professional. 

Frank  B.  Hall.  For  all  forms 
of  business  protection.  Insur- 
ance placement.  Reinsurance. 
E  &  S  lines.  Employee  benefits 
consulting.  Claims  manage- 
ment. Environmental  risk 
management.  And  our  special- 
ized products  for  virtually 
every  major  industry  are 
strictly  21st  century. 

1985  is  here.  The  pressure 
is  on.  Values  are  soaring  and 
the  competition  is  stiff  all 
around  you.  But  there's  an  in- 
surance services  company 
built  to  stick  with  you  through 
the  fiercest  of  times.  It's  Frank 
B.  Hall.  Because  we've  got 
tough,  thoroughly  professional 
protection— to  make  you  the 
winner  in  your  highly  competi- 
tive marketplace. 


FRANK    B 

The  Protection  Connection  is  a  trademark  and  service  i 
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IfyouthinkthisisallColemandoes, 
yovfrenotevenwarm. 
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COLEMAN  * 


RVAir  Conditioners.  With  over  50%  share,  it's  number  one  in  the  market 


Mr  Conditioning 
ir  Manufactured 
busing, 
lumber  one 


THE™ 
Gas  Furnace 
The  most  affordable, 
high  efficiency  furnace 
available. 


fi^£3B 


TH.Em  Heat  Pump* 
One  of  the  most  respected  on  the  market 

Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  we  also  make  heating  and  air 
conditioning.  Some  of  the  most  efficient  in  the  world.  For  an  illuminating  look  at  the    #^rapHHBV 
strategy  behind  our  surprising  leadership  in  home  comfort  as  well  as  outdoor  recreation  mmjU^nliliT 
and  marine  products,  call  1-800-521-4900,  Ext.  50.  In  MN,  1-800-642-2800,  Ext  50.      ^3=1=1 
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With  business  fading  in  Saudi  Arabia  and 
the  recession  at  home,  there  was  only  one 
thing  for  architects  CRSS  to  do:  expand. 


The  best  defense 


By  Alan  M.  Field 


T|wenty  years  ago  some  Texas 
architects  got  lucky.  They  won 
a  contract  to  design  the  first 
buildings  of  the  aptly  named  Univer- 
sity of  Petroleum  and  Minerals  in 
Saudi  Arabia.  When  the  Saudi  boom 
began  a  few  years  later,  they  had  the 
inside  track  and  designed  the  mam- 
moth military  academy,  the  King 
Saud  University,  ministries  and  hos- 
pitals. Some  40%  of  their  business 
was  international. 

But  when  the  Saudi  boom,  like  all 
good  things,  came  to  an  end  and  reces- 
sion hit  at  home,  the  architects,  now 
CRS  Sirrine,  Inc.,  in  Houston,  decided 


to  expand.  It  was  the  only  smart  thing 
to  do,  explains  Bruce  Wilkinson, 
president  and  chief  executive. 

Smart?  In  many  ways  the  expansion 
seems  to  have  made  matters  worse. 
The  firm's  profits  dropped  from  $5.3 
million,  or  $2.25  a  share,  in  fiscal 
1983,  to  $4.2  million,  or  $1.01,  a  year 
later.  This  year  $1.35  to  $1.55  a  share 
is  expected.  The  return  on  equity 
dropped  from  13%  in  1983  to  only  5% 
in  1984.  The  CRSS  stock,  which  is 
listed  on  the  American  Stock  Ex- 
change, fell  from  a  1983  high  of  29% 
to  about  17  now. 

Is  Wilkinson  sorry  he  didn't  stay 
home?  No.  He  claims  the  profit  drop 
was  only  to  be  expected.  How  could  it 


Bruce  Wilkinso, 

"We  took  a  coupr  titea." 


be  otherwise  when  the  company  tre- 
bled its  volume,  mainly  by  acquisi- 
tion, in  just  two  years?  Such  deals 
need  digesting.  In  1983  he  acquired 
J.E.  Sirrine  Co.,  which  is  big  in  U.S. 
power  plant  design,  and  Environmen- 
tal Planning  &  Research  Inc.  (EPR), 
which  specializes  in  interiors.  The 
company's  revenues  grew  from  $98 
million  in  1982  to  $306  million  in 
fiscal  1984  (ended  last  June  30). 

"We  did  it  with  the  conviction  the 
market  would  come  back  but  that  it 
would  be  a  different  market,  and  we 
needed  to  broaden  our  base."  By 
broadening,  Wilkinson  says,  CRSS 
can  do  well  regardless  of  what  part  of 
the  building  cycle  is  prevailing  at  a 
given  moment.  "We  now  have  the 
broadest  spectrum  of  any  company,  as 
far  as  what  [business]  cycle  we  are  in," 
he  says. 

Now  CRSS  is  not  only  the  biggest 
U.S.  architectural  design  firm,  but 
also  the  biggest  U.S.  construction 
management  company  and  the  big- 
gest interior  architecture  designer. 
"We  took  a  couple  of  big  bites,"  says 
Wilkinson. 

Having  learned  how  to  handle  big 
jobs  in  Saudi  Arabia,  CRSS  is  looking 
for  a  place  to  use  that  talent.  Asia  is 
that  place,  says  Wilkinson.  CRSS  re- 
cently designed  a  37-story  office  and 
hotel  center  in  the  People's  Republic 
of  China  near  Hong  Kong,  the  Hyatt 
Regency  in  Macao  and  the  Kukje  (ICC) 
corporate  headquarters  in  Seoul, 
South  Korea.  Wilkinson  is  also  plan- 
ning ambitious  new  plantations  to 
grow  passion  fruit  in  Malaysia  and 
pineapples  on  China's  tropical  Hainan 
Island,  as  well  as  a  baby  food  factory  for 
a  Heinz  joint  venture  in  China. 

"Bruce  has  taken  a  very  small  con- 
cern and  parlayed  it  into  one  that  is 
growing  to  be  a  major  force,"  says 
David  F.  Bartlett,  director  of  research 
at  Ladenburg,  Thalmann  &.  Co.  "He's 
diversified  sensibly  and  not  exposed 
himself  financially." 

Wilkinson,  who  is  a  lawyer,  not  an 
architect,  isn't  just  waiting  for  the 
business.  He's  helping  create  it,  trying 
to  take  equity  positions  in  projects 
the  company'  is  promoting.  Last  year 
CRSS  provided  $4  million  in  interim 
funding  to  South  Carolina  Electric  & 
Gas  for  a  $118  million  power  plant 
CRSS  was  designing  and  building.  It 
has  three  other  such  power  plant  deals 
cooking  in  the  U.S.  It  is  planning  to 
finance  and  find  buyers  for  those  Red 
Chinese  pineapples  on  Hainan. 

"We  try  to  create  opportunities,  not 
just  wait  for  them  to  come,"  says 
Thomas  Bullock,  CRSS  chairman. 

Now  if  only  the  profits  would  start 
rolling  in.  ■ 
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The  hotel  business  in  Houston  looked  so 
good  that  15,000  rooms  were  added  in 
just  a  few  years.  Then  came  oil  patch  trou- 
bles and  Mexican  devaluation  and . . . 

Too  much  room 
at  the  inn 


By  Robert  H.  Bork  Jr. 


W'  eekends  are  lonely  for  Bri- 
an Snell,  general  manager  of 
downtown  Houston's  White- 
hall hotel.  After  happy  hour  on  Friday 
night,  Snell  sends  his  staff  home  and 
locks  the  276-room  hotel  until  Sun- 
day. He  spends  the  weekend  in  his 
own  suite  and  wandering  the  empty 
halls  pondering  how  to  shave  a  few 
more  dollars.  "We're  paring  back  so 
that  at  some  time  we  can  bloom  in- 
stead of  going  bust,"  says  Snell. 

The  Whitehall  is  a  casualty  of 
Houston's  hotel  wars.  The  almost 
simultaneous  collapse  of  the  oil 
patch  and  business  travel,  plus 
Mexican  devaluation  and  the 
strong  dollar — which  all  but  halted 
weekend  Mexican  tourism — virtu- 
ally killed  the  hotel  business  in 
Houston.  This  came  just  as  a  wild 
51 -hotel,  15,000-room  expansion 
begun  in  1980  was  completed.  Oc- 
cupancy in  the  33,000  rooms 
citywide  today  is  only  50%.  The 
national  average  is  66% . 

"There's  no  way  they  are  coming 
close  to  covering  their  debt  service, " 
says  Thomas  Callahan,  a  partner 
specializing  in  the  hotel  industry 
with  the  accounting  firm  Pannell 
Kerr  Forster.  Even  if  no  more  rooms 
are  added  and  demand  grows  at  4%  a 
year,  occupancy  wouldn't  hit  70% 
until  1992,  he  figures. 

Result:  foreclosures  and  cut 
rates.  Metropolitan  Life  Insurance 
Co.  foreclosed  on  oilman  John  Me- 
com  Jr.'s  two-year-old,  455-room, 
$80  million  Warwick  Post  Oak  in 
February.  The  Four  Seasons  Inn  on 
the  Park  is  negotiating  a  deal  to 
trade  its  lenders  a  controlling  equi- 
ty interest  for  their  note.  Caroline 
Hunt  Schoellkopf's  (Nelson  and 
Bunker  Hunt's  sister)  Remington, 


which  cost  $200,000  a  room  to  build, 
is  said  to  be  losing  $1.5  million  a 
month  and  is  for  sale.  Best  Western 
closed  its  failing  downtown  high-rise 
Savoy  Hotel.  The  Guest  Quarters, 
which  has  two  all-suite  hotels  in 
Houston,  is  converting  the  older  hotel 
into  condominiums,  which  also  are 
overbuilt  in  Houston. 

The  Whitehall,  owned  by  the 
wealthy  Cullen  family  and  managed 
by  Omni/Dunfey,  began  marketing  it- 
self as  "a  corporate  lodging  concept," 


shutting  completely  on  weekends  and 
closing  off  all  but  100  rooms.  Fewer 
rooms  helped  push  the  occupancy 
rate  from  35%  to  65%.  Weekend  oc- 
cupancy had  been  15%.  Snell  has  cut 
about  $1  million  out  of  overhead  but 
admits  that  the  operation  is  still 
about  $500,000  a  year  short  of  profit. 
At  the  Four  Seasons  Inn  on  the 
Park,  Hans  Willimann,  its  general 
manager,  has  taken  over  the  addition- 
al jobs  of  rooms  manager  and  food  and 
beverage  manager  and  has  cut  the 
wine  cellar  by  $70,000.  Now  there  are 
just  two  bottles  of  Chateau  Lafite 
Rothschild  where  normally  he  might 
have  kept  ten  on  hand. 

When  it  opened,  the  Hotel  Inter- 
continental offered  a  free  round- trip 
ticket  to  Europe  for  every  seven  days 
at  the  hotel  at  its  $1 15-a-night  rate.  At 
the  Westin  Galleria,  guests  at  the  $95 
room  rate  get  $40  worth  of  free  food 
and  beverages.  Holiday  Inns'  new, 
plush,  but  virtually  empty,  Crowne 
Plaza  hotels  tried  to  lure  patrons  in 
January  and  February  with  room  rates 
matching  the  date  of  the  month.  Stay 
on  the  first  and  pay  $1. 

The  French-owned  Meridien  Hotel 
downtown  has  a  reputation  for  calling 
groups  committed  to  other  hotels  and 
offering  $10-a-room  discounts  to  cap- 
ture their  business,  according  to  a 
o     Houston  tourism  official. 

"Coming  to  Houston  was  like 
going  to  Nome  in  January.  They 
were  just  about  paying  us,"  says 
Don  Rhoades  of  P.T.  Boats  Inc.,  a 
national  association  of  former 
crews  and  enthusiasts,  which  held 
its  convention  in  the  city  Labor 
Day  weekend.  "I  just  sat  back  and 
kept  three  hotels  bidding  against 
each  other."  The  Adams  Mark  Ho- 
tel won  his  300  rooms  for  four 
nights  at  about  $25  a  night  each, 
including  tax,  and  gave  him  1  free 
room  for  every  25.  The  normal  rate 
is  1  free  room  for  50. 

The  downturn  is  hard  on  manag- 
ers. "An  old-timer  in  the  hotel 
business  in  this  town  right  now  is  a 
hotel  manager  who  has  been  here 
for  two  years;  a  sales  manager,  one 
year,"  says  Leonard  Rolston,  presi- 
dent of  the  Houston  Convention 
Bureau.  Says  John  Keeling,  a  part- 
ner at  Laventhol  &  Horwath,  the 
accounting  firm:  "It's  become  a 
game  of  musical  managers." 

"We  start  these  rate  wars  and  cut 
our  own  throats.  The  hotel  busi- 
ness has  become  Let's  Make  a  Deal, " 
moans  Linda  Hudson,  manager  of 
the  elegant  Lancaster  Hotel.  Keel- 
ing puts  it  another  way:  "When 
everybody  else  acts  insane,  you'd 
be  insane  not  to."  ■ 
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When  the  government  regulators  decide 
what's  good  for  people,  somebody  will 
outwit  them.  This  time  it  is  Canadian  and 
U.S.  money  challenging  Europe's  stodgy 
state  radio  monopolies. 

Rocking  the  boat 


By  Rosemary  Brady 


It's  an  old  story.  Government 
thinks  it  knows  best  and  kills 
competition,  until  entrepreneurs 
figure  how  to  give  people  what  they 
want  while  making  a  dollar  at  it.  This 
time  the  story  is  being  played  in  the 
North  Sea  on  an  old  survey  ship  an- 
chored 14  miles  from  Britain.  There 
Charlie  Wolf,  a  disk  jockey  from 
Utah,  and  seven  American  cronies 
risk  the  gales  to  run  Laser  558,  a 
new  radio  station  backed  by  U.S. 
investors.  It  plays  hit  music,  adver- 
tises U.S.  goods  and  shakes  up 
broadcasters  across  Europe.  "We're 
having  a  marvelous  time  here  on 
the  high  seas,  and  we're  doing  a 
fever  pitch,"  says  Charlie. 

About  a  mile  away,  Radio  Caro- 
line also  bobs  in  the  waves.  The 
original  Caroline,  which  began 
broadcasting  21  years  ago,  sank — 
literally— in  1980,  but  U.S.  and 
Canadian  investors  relaunched  the 
so-called  pirate  station  in  1983.  Yet 
another  ship  station,  to  play  gospel 
and  country  and  western,  and 
backed  by  Texans,  may  be  bobbing 
in  the  sea  by  year-end. 

Like  Skychannel,  Rupert  Mur- 
doch's Europe-wide  cable-TV  net- 
work (Forbes,  Mar.  26,  1984),  the 
North  Sea  radio  stations  give  advertis- 
ers relatively  cheap  access  to  several 
European  markets  simultaneously. 
"There  is  a  big  hole  to  be  filled,  espe- 
cially in  British,  Belgian  and  Dutch 
radio.  The  potential  fur  advertising  is 
enormous,"  says  John  Moss,  30,  presi- 
dent of  New  York  City-based  Music 
Media  International,  v  lanages 

Laser  558.  Among  tl 
tisers:  publications  lil 
Newsweek  Internationa 
lottery,  records,  movies,  ca 
Governments  in  Euro^     have  al- 


ways tightly  controlled  radio  and  TV. 
The  British  government,  for  example, 
views  radio  as  more  for  public  service 
than  entertainment.  While  New  York 
City  boasts  40  or  50  radio  stations, 
only  80  serve  all  of  Britain.  A  third  are 
operated  by  the  BBC,  the  government 
corporation,  and  have  no  advertising. 
The  commercial  stations,  also  tightly 
regulated,  must  air  educational  and 


religious  programs,  and  Britain  allows 
no  more  than  nine  hours  of  recorded 
music  per  day.  Advertising  is  expen- 
sive— £750  for  a  30-second  spot  at 
peak  time  in  London,  compared  with 
around  $400  for  peak  time  in  New 
York— and  highly  profitable  British 
stations  must  return  a  percentage  of 
their  take  to  the  government. 

The  Dutch  and  Belgian  standards 

are  looser,  but  not  much.  "European 

is  have  to  be  all  things  to  all 

iple.  They  have  what  we  call  hori- 

programming.  We  have  verti- 

pramming.  We  play  20  hours  of 


music.  Our  advertising  costs  $150  for 
a  30-second  spot,"  brags  Laser  558's 
Moss.  He  claims  his  disk  jockeys 
reach  5  million  to  7  million  listeners. 
Most  European  governments  pro- 
hibit citizens  from  supporting,  sup- 
plying or  advertising  on  unlicensed 
offshore  radio  stations,  but  both  Ra- 
dio Caroline  and  Laser  sell  ads  from 
New  York,  receive  supplies  from 
Spain,  fly  a  Panamanian  flag  and  sit  in 
international  waters.  Neither  holds  a 
broadcasting  license,  but,  unlike 
clearly  illegal  land-based  pirate  sta- 
tions; the  seaborne  stations  argue  that 
European  laws  don't  apply. 

"They're  a  fantastic  alternative  to 
the  legalized  stations.  (BBC]  Radio  1 
has  dominated  everything  here  for  20 
years.  If  you  didn't  get  your  records 
played  on  that  station,  you  didn't 
have  a  chance  of  getting  a  hit,"  says 
Chris  Griffin,  head  of  promotion  for 
Virgin  Records  in  London. 

Both  North  Sea  radio  stations  hide 
the  identities  of  their  principal  back- 
ers. Eurad,  S.A.,  a  joint  U.S. -Panama- 
nian company,  owns  Laser  558.  It's 
believed  that  Philip  Smyth,  a  young 
Irish  entrepreneur  and  disco  owner,  is 
behind  the  station.  A  Swiss  company 
registered  in  Liechtenstein  owns 
Radio  Caroline.  Ronan  O'Rahilly, 
the  eccentric  Irishman  who  found- 
ed the  station  21  years  ago  because 
the  BBC  broadcast  almost  no  rock 
music,  probably  still  backs  it,  but 
he  won't  say  so.  Both  Canadians 
and  Americans  hold  large  chunks, 
says  Radio  Caroline's  president, 
Vincent  Monsey.  (One  former  U.S. 
backer,  James  G.  Ryan  of  Egg  Har- 
bor, N.J.,  will  go  on  trial  in  June  in 
Philadelphia  for  allegedly  defraud- 
ing other  U.S.  investors  of  $1  mil- 
lion in  loans.) 

Although  Laser  558  talks  of  soon 
taking  in  as  much  as  $30  million  in 
annual  advertising  revenues,  nei- 
ther North  Sea  station  turns  much 
of  a  profit  yet.  Laser  cost  $2  million 
to  get  going  last  May  and  is  only 
now  breaking  even,  Moss  says. 
Since  returning  to  the  air  in  August 
1983,  Radio  Caroline  has  recovered 
its  $1.3  million  startup  cost  and  is 
running  about  $25,000  profit  a 
month,  Monsey  says. 

The  BBC,  supported  by  taxes  on  TV 
sets,  insists  it's  not  worried  about  the 
challenge,  but  London's  top  commer- 
cial station  stole  a  Laser  disk  jockey 
and  brought  in  live  music  to  try  to 
win  back  listeners.  "They  didn't 
know  what  competition  was,"  says 
Charlie  Wolf,  the  disk  jockey  from 
Provo.  "Well,  I'm  a  tenacious  Ameri- 
can, and  I  believe  in  competition.  I 
hope  we  really  open  it  up."  ■ 
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OPPORTUNITIES  ABROAD  ARE  AS  MUCH  A  MATTER 
OF  WHO  OVERSEES,  AS  WHAT'S  OVERSEAS.  Having  some 

one  overseas  to  watch  out  for  your  interests  is  reassuring.  But  having 
someone  always  on  the  lookout  for  new  opportunities  in  the  world's 
money  centers  can  be  profitable.  At  First  Chicago,  we're  constantly 
exploring  new  markets  for  you.  Because  when  we  go  beyond  the 
obvious,  what  we      ./f^s.  CIDCT  flAl(TBkfZf% 
often  find  are  your   igj  MK»I    tniUWW 

new  horizons.         ^ggp  The  First  National  Bank  of  Chicago 


THE  FIRST  TEAM 

CREATIVE  SOLUTIONS  FOR  YOUR  COMPLEX  NEEDS. 


E  1985  The  First  National  Bank  of  Chicago.  Member  FDIC 


COUNTRY  OF 
MANUFACTURE 


TRANSMISSION 


HORSEPOWER 


TORQUE 

(ft-lbs  <a 


SUSPENSION, 
front  &  rear 


STEERING 


STEERING  TURNS, 
lock-to-lock 


BRAKES, 
front  &  rear,  in. 


TIRES 


WHEELBASE,  in. 


VEHICLE  LENGTH,  in. 


CURB  WEIGHT,  lbs. 


WEIGHT 
DISTRIBUTION, 
front  &  rear.  % 


SEATING  CAPACITY 


FUEL  CAPACITY, 
gals. 


AERODYNAMIC 
DRAG,  coefficient 


MERKURXR4TI    BMW  318i 


West  Germany     West  Germany 


Front  engine/ 
rear  drive 


2.3L  OHC 
4-cylinder 
Fuel-injected 
Turbocharged 


Front  engine/ 
rear  drive 


1.8LOHC 
4-cylinder 
Fuel-injected 


SAAB  900 
TURBO 


Front  engine/ 
front  drive 


2.0L  DOHC 
4-cyl.  16  Valve 
Fuel-injected 
Turbocharged 
Intercooled 


AUDI  4000S  VOLVO 

QUATTRO  TURBO 


West  Germany     Sweden 


Front  engine/ 
all  wheel  drive 


2.2L  OHC 
5-cylinder 
Fuel-injected 


Front  engine/ 
rear  drive 


2.1LOHC 

4-cylinder 

Fuel-injected 

Turbocharged 

Intercooled 


5-speed  manual  5-speed  manual  5-speed  manual  5-speed  manual  ^sRttri»riue 
3-speed  auto       4-speed  auto       3-speed  auto       auto  N/A 


175/5000 


200/3000 


101/5800 


103/4500 


160/5500 


188/3000 


115/5500 


126/3000 


162/5100 


MacPherson  MacPherson  Transverse  MacPherson  ^ 

strut/  strut/  A-Arms/  strut/      ^0 

Independent  Independent  Beam  axle,  Independent        four  link, 

semi-trailing  semi-trailing  trailing  arms,  coil,  shock  live  axle, 


arms  arms  Panhard  Rod 


Rack-and-oinion  Rack-and-pimon  Rack-and-oinion 


ber  struts     Panhard  Rod 


_, aii.;i.6 m.j 


10.2  Disc/  10.2  Disc/  11.0  Disc/ 

10.0  Drum  9.0  Drum  10.6  Disc 


195/60HR-14        195/60HR-14        195/60VR-1 


102.7  101.2  99.1 


178.4        176.8        186.6 


2920        2392        2885  * 


I    Tl-frjl— i"  i 


59f|        m    54/46 


hi    ■      '    i      «— 


NOMY*         19/24  23'29  19/25 

■Br* 


0-60  MPH 

Acceleration,  sec.       '°  "H  °' CM 


*EPA  estimates.  Actual  mileage  will  vary  with  maintenance,  options,  driving  conditions  and  driving  nab 
tVolvo  Turbo  0-55  MPH  Acceleration  is  6.9,  0-60  MPH  N/A 
SOURCE:  1984/85  Manufacturers'  Data 


NOT  TO  COMPETE  WITH  THE  LIKE 


That's  a  very  ambitious  goal.  But  then 
this  is  a  very  ambitious  automobile. 

The  Merkur  [pronounced 
mare-koor)  XR4Ti  is  a  German 
sports  sedan  designed  and  engi- 
neered specifically  for  those  who 
appreciate  the  exhilaration  of  a  finely 
tuned  road  machine. 

Its  shape  is  because 

it  achieves  a  level  of  n 
efficiency  that  is  uni 


has  a  drag  coefficient  of  only  0.33  — 
the  best  of  any  car  in  its  class. 

The  XR4Ti's  4-cylinder,  2.3- 
liter  overhead  cam  engine  uses  a 
Garrett  AiResearch"  "blow-through" 
turbocharger  in  conjunction  with 
electronic  fuel  injection  to  develop  a 
healthy  175  horsepower*  The  "blow- 
through"  design  delivers  excellent 
throttle  response  by  introducing  the 
fuel  downstream  of  the  turbo  com- 


pressor.  The  result  is  0-60  mph 
acceleration  in  only  7.8  seconds. 

Responsiveness  is  further 
enhanced  by  the  XR4Ti's  exceptioi 
ally  quick  steering.  Only  2.8  turns 
lock-to-lock.  Variable-ratio,  power- 
assisted  rack-and-pinion,  of  course 

And  because  all  roads  are 
neither  smooth  nor  straight,  the 
XR4Ti  has  a  fully  independent  sus- 
pension with  nitrogen-pressurized 


truts  and  shocks.  And  for  added 
tability  during  hard  cornering,  there 
re  stabilizer  bars  front  and  rear. 

The  XR4Ti's  dedication  to  the 
rt  of  driving  is  apparent  in  the 
jnctional  design  of  the  interior.  The 
istrument  panel  wraps  around  the 
river,  providing  ready  access  to 
II  vital  controls.  The  instrumentation 
5  of  analog  design  to  allow  for  easy 
eading  with  just  a  quick  glance, 


day  or  night. 

Its  comprehensive  list  of  stan- 
dard equipment  includes  5-speed 
manual  transmission,  Pirelli  P6  tires, 
cast-aluminum  alloy  wheels,  left- 
and  right-side  rear  seat  3-point 
safety  harnesses,  air  conditioning, 
heated  electric  outside  mirrors,  and 
Grundig*  AM/FM  stereo  cassette. 

The  XR4Ti  is  the  first  of  an 
entire  new  line  of  Merkur  automo- 


biles coming  to  America.  It  is  assem- 
bled in  Germany  by  the  famous  coach 
builder  Karmann  and  available  only 
at  selected  Lincoln-Mercury  Dealers. 
Visit  one  bearing  the  Merkur  sign  and 
experience  the  exhilaration  that  is 
XR4Ti.  "Based  on  SAE  Standard  J 1349 


IMPORTED  FROM  GERMANY 
EXCLUSIVELY  FOR  LINCOLN-MERCURY 


MERKUR  25S3S 


School  of  Engineering,  Trinity  College,  Dublin 


A  16th  CENTURY  IRISH  UNIVERSITY: 
21  st  CENTURY  KNOWLEDGE. 


The  Irish. 
The  Irish  have  always  had  a  hunger  and  respect  for 
education.  Today,  over  40%  of  our  col  lege  students  choose 
science  and  technology. 

Ireland. 
A  member  of  the  European  Common  Market.  Noted  for  its 
favorable  government  attitudes  towards  business.  The 
most  profitable  industrial  location  in  Europe  for  US 
manufacturers. 

Ireland.  Home  of  the  Irish.  The  young  Europeans. 

IDA  Ireland  & 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 

IDA  Ireland  has  offices  in  New  York  (21 2)  972 1000;  Chicago-  I474  land     /.)  861  0305/6- 

Lo<An3eles  (213)  829  0081,  Menlo  Park,  Ca!i>      :  ajHUwaoiuawo, 

Boston  (617)  367  8225,  Fort  Lauderdale  (305)  785  9430,  /-  fenta  (404)  351  8 

This  announcement  is  published  by  IDA  Ireland.  S&ai*l  Centra!  Tower,.:  *V6*1(XS17  wMchisreastoedun      ihe  Foreian  Aaents 
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"WE'RE  THE 
YOUNG  EUROPEANS!' 


Mexico's  proud  industrialists  have  re- 
trenched. But  if  they  cannot,  or  will  not, 
understand  the  mistakes  of  the  past,  how 
can  they  avoid  repeating  them? 


After  the  fall 


By  Alan  M.  Field 


Only  a  few  years  ago  they  were 
the  favorites  of  international 
bankers,  eager  to  loan  them 
fresh  millions.  They  collected  new 
companies  and  corporate  jets.  They 
built   lavish   corporate   headquarters 


and  filled  them  with  antiques  and 
modern  art.  They  were  the  symbols  of 
a  newly  resurgent,  sophisticated 
Mexico  (Forbes,  Oct.  29,  1979),  eager 
to  earn  its  way  as  an  industrialized 
nation.  They  were  the  industrialists 
of  Monterrey,  especially  the  Alfa  and 
Visa  groups.   Just  about   everything 


Rafael  Paez,  chief  executh  e  of  the  Alfa  group 

Factory  costs  on  TV  sets  higher  than  V.S.  retailers  charged. 


went  their  way:  growing  domestic 
markets,  rising  oil  prices,  a  strong 
peso  and  a  protective  government. 

Today  they  are  apt  symbols  of 
Mexico's  frustration.  Unable  to  pay 
their  debts,  the  top  four  Monterrey 
industrial  groups  have  negotiated 
bailout  agreements  with  foreign 
banks  on  more  than  $4  billion  in 
loans.  At  the  largest,  Grupo  Industrial 
Alfa,  40  of  157  subsidiaries  have  shut 
down  since  1980,  and  18,000  of  49,000 
workers  have  lost  their  jobs.  Other 
Alfa  companies  are  up  for  sale,  but 
there  are  no  buyers.  Visa's  fishing 
fleet  is  sold,  and  subsidiaries  raising 
chickens  and  producing  cheese,  cans 
and  snacks  are  all  on  the  block. 

There  is  some  progress.  Productiv- 
ity has  edged  up,  and  export  markets 
are  being  found  to  take  advantage  of 
the  cheap  peso,  which  lost  90%  of  its 
1980  value.  Yet  talks  with  key  Mon- 
terrey industrialists  indicate  that  they 
prefer  to  blame  almost  everyone  but 
themselves  for  their  disasters. 

It  was  the  economists  and  the  bank- 
ers and  government  officials  who  con- 
vinced them  that  the  good  days  would 
never  end,  they  say.  "No  one  predict- 
ed oil  prices  would  decline.  We  were 
following  the  idea  we  could  grow  very 
fast  because  everything  was  going  to 
go  the  right  way.  When  the  dollar  is 
cheap  and  everyone  wants  to  lend  you 
money,  you  plan  a  strategy  to  take 
advantage  of  it,"  says  Rafael  Paez, 
chief  executive  of  Alfa. 

"You  looked  at  the  competition  and 
the  growth  of  the  economy,  and  you 
didn't  want  your  businesses  to  sit  be- 
hind. You  felt  compelled  to  continue. 
Like  the  government,  you  financed  it 
all  by  external  debt,"  says  Othon 
Ruiz,  chief  financial  officer  of  Visa. 

As  growth  became  an  end  in  itself, 
Visa  bought  hotels  and  makers  of  soft 
drinks  and  mineral  water.  Alfa  bought 
the  luxurious  Las  Hadas  hotel  and 
companies  making  appliances,  con- 
sumer electronics  and  bicycles.  Con- 
glomerate makers  didn't  have  to  look 
carefully  at  the  books  of  companies 
they  bought.  Almost  anything  would 
do  because  virtually  any  low-technol- 
ogy, high-cost  producer  could  gener- 
ate profits  in  Mexico's  fast-growing 
but  protected  market.  Alfa,  for  exam- 
ple, bought  Philco,  Admiral  and  Mag- 
navox  brand  TV  plants.  The  factory 
cost  of  these  outmoded  vacuum  tube 
models  was  $100  more  than  the  retail 
price  of  better  sets  across  the  border. 

Who  made  such  decisions?  Listen 
to  one  American  who  advised  Alfa 
during  its  heyday:  "Anyone  who  had 
an  M.B.A.  went  on  the  payroll  as  a 
planner.  You  saw  25-year-olds,  two 
years  out  of  a  U.S.  or  Mexican  busi- 
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STIFF  UPPER  LIP  AND  ALL  THAT 


Englishmen  live 

imperturbably  with 

their  relentlessly  wet 

weather.  But  they  also 

invented  the  trench 

coat  and  the  rolled 
umbrella.  And  get  along  just  swimmingly. 
Unflappable  Englishmen  still  dress  for 
dinner  in  climates  so  sweltering  that  the 
idea  seems  self-punishing.  But  by 
savoring  a  tall,  iced  Beefeater"  and 
tonic,  they  manage  to  keep  their  cool. 

The  English,  you  see,  believe  in 
keeping  a  stiff  upper  lip  in  the  face  of 
adversity.  But  they're  equally  good  at 
keeping  adversity  to  a  manageable 
level.  Which  probably  explains  why  they 
invented  the  trench  coat,  the  rolled 
umbrella,  and  the  Beefeater  Gin  and 
tonic. 

BEEFEATER*  GIN. 

The  Crown  Jewel  of  England." 


BEEFEATER 


AndonTHshlld 


THE  SPECIAL  DELIVERY  GIN. 


To  begin  with,  Beefeater' 
Gin  is  distilled,  bottled  and 
sealed  right  in  the  distillery 
in  London    the  only  gin 
you  can  buy  which  is  so 
protected. 

The  individual  number 
on  the  back  label  identifies 
the  stillman  who  distilled  your 
bottle  of  Beefeater*. 

It's  like  the  return  address  on  the  back 
of  a  personal  letter. 

Notice  the  little  notches  on  the  label. 
They  tell  you  to  whom  your  bottle  was 
shipped.  We  almost  literally  shepherd  your 
bottle  right  to  your  door. 

And  if  you  think  the  delivery  is  special, 
wait  till  you  taste  the  gin. 


BEEFEATER®  GIN 


The  Crown  Jewel  of 


England"'  ^  ■  "S^.  -f 
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ness  school,  writing  grandiose  plans. 
They  were  technocrats  and  theoreti- 
cians, untrained  and  unseasoned,  but 
making  $40,000  or  more,  plus  perks. 
They  flew  to  conferences  in  the  U.S. 
before  checking  what  they  were 
about.  They  made  deals  to  import  un- 
suitable, old  technology.  They  were 
like  drunken  sailors  who  thought 
they  could  do  no  wrong." 

"We  were  buying  companies,  piling 
them  up  with  no  integration  or  sys- 
tems or  infrastructure.  We  didn't  even 
know  how  the  businesses  were  do- 
ing," admits  Visa's  Ruiz. 

"They  felt  the  financial  resources 
offered  by  the  overheated  Mexican 
marketplace,  and  the  eagerness  of  for- 
eign lenders,  were  in  themselves  ade- 
quate to  assure  success,"  says  John 
Schick,  director  of  the  Mexico  Con- 
sulting Group.  "They  undervalued 
the  critical  need  for  experienced 
middle  management." 

The  industrialists  of  Alfa  and  Visa, 
indeed  the  entire  Mexican  private  sec- 
tor, have  not  been  forced  to  pay  the 
full  price  for  their  errors.  Rather  than 
push  them  into  bankruptcy — and 
write  off  most  of  their  loans  as  non- 
performing — foreign  bankers  have  ne- 
gotiated deals  that  are  even  more  Byz- 
antine than  last  year's  renegotiation 
of  $48  billion  in  Mexican  government 
debt.  The  last  and  most  complex  of 
the  deals,  on  Alfa's  $2.5  billion  in 
foreign  debt,  will  be  sealed  this  spring. 
It  took  three  years  to  iron  out  con- 
flicts between  lenders  to  the  Alfa 
holding  company  (with  no  assets  ex- 
cept shares  of  its  subsidiaries)  and 
lenders  to  Alfa's  operating  companies, 
including  the  steelmaker  Hylsa. 

The  deals  give  Alfa  and  Visa  a  few 
years'  grace  on  principal  payments  — 
enough  time,  in  theory,  to  generate 
the  cash  flow  to  make  future  pay- 
ments. But  bankers  expect  them  to  be 
renegotiated  continually  into  the  dis- 
tant future.  A  Mexico  City  banker 
privately  confides:  "Everyone  knows 
Alfa's  debt  will  never  be  repaid." 

The  face-saving  restructurings 
make  it  easier  for  Alfa  and  Visa,  and 
their  bankers,  to  ignore  some  clear 
lessons  to  be  Jearned.  "It  suits  both 
the  banks  and  the  companies  to  pre- 
tend that  the  economic  crisis  is  to 
blame  for  everything,"  says  one  Mexi- 
can government  economist.  "People 
don't  want  to  admit  that  many  of 
these  loans  would  never  have  been 
paid,  even  if  there  hadn't  been  devalu- 
ation and  economic  crisis.  They  were 
just  bad  loans." 

Mexico's  new  inflationary  account- 
ing law  also  makes  it  easier  for  indus- 
trialists to  live  with  the  consequences 
of  their  mismanagement.  Last  year's 
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"BIO"  regulation  allows  companies  to 
add  to  their  bottom  line  a  revalued 
assessment  of  their  assets,  which 
takes  account  of  inflated  replacement 
costs.  That  may  sound  reasonable  in 
an  environment  of  60%  inflation.  But 
as  a  result,  nearly  everyone  in  Mexico 
will  declare  a  profit.  Even  Alfa  will 
report  a  consolidated  net  income  of 
$11.5  million  for  last  year  after  a  net 
loss  of  $72.7  million  in  1983,  but  it's 
impossible  to  tell  if  the  company  real- 
ly made  a  profit. 

Not  everyone  is  hiding  his  head  in 
the  sand.  Cydsa,  a  major  Monterrey 


Njdine  Markova 


Chairman  Atidres  M.  Sada  of  Cydsa 
Productivity:  labor  or  management  ? 

producer  of  raw  materials  for  fibers, 
films,  plastics  and  chemicals,  is 
emerging  from  the  crisis  relatively 
unscathed  because  it  borrowed  to 
build  high-technology  plants  rather 
than  to  purchase  unrelated,  unpro- 
ductive companies.  As  a  result,  Cydsa 
should  earn  enough  eventually  to  re- 
pay its  $430  million  in  foreign  debt. 
What  does  Cydsa 's  Chairman  Andres 
M.  Sada  think  are  the  lessons  of  the 
fall?  In  part,  he  blames  the  fantasy  of 
depending  only  on  oil  to  fuel  industri- 
alization. But  he  also  blames  the  fla- 
grant mismanagement  that  most 
Monterrey  executives  don't  even 
want  to  remember.  "Mexico  is  very 
inefficient,  so  we  need  an  overall  atti- 
tudinal  change.  Productivity  is  not  la- 
bor, it's  management,"  says  Sada. 

One  day,  fat  times,  or  at  least  easier 
times,  will  return  to  Mexico.  Will  the 
bankers  and  industrialists  then  build 
carefully,  or  splurge  again?  To  para- 
phrase George  Santayana,  those  who 
cannot  understand  their  mistakes  are 
condemned  to  repeat  them.  ■ 
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"I  MUST  GET  OUT  OF  THESE  WET 
CLOTHES  AND  INTO  A  DRY  MARTINI. 


So  exclaimed  Alexander 
Woollcott  one  rainy  day  to  his 
cronies  at  the  famous  old 
Algonquin  Round  Table. 

Woollcott  was  not  alone 
among  the  literary  lions  in 
his  regard  for  America's  favorite  cocktail. 
Somerset  Maugham  and  Alex  Waugh 
were  both  avowed  martini  men. 

But  none,  including  Woollcott,  was  really 
inclined  to  save  his  martini  for  a  rainy  day. 
After  all,  New  York  has  been  known  to 
go  weeks  without  rain. 


BEEFEATEr  GIN. 

The  Crown  Jewel  of  England.7' 
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WHAT  DID  THE  QUEEN  OF  ENGLAND 
GIVE  BEEFEATER*  ON  HER  BIRTHDAY? 


Beefeater  Gin 
today  is 
enjoyed  by 
'discriminating 
people  in  over 
170  countries.  It  has 
achieved  such  recognition  for 
excellence  around  the  world  that  its 
distillers  in  London  have  been 
honored  four  times  with  The  Queen's 
Award  for  Export  Achievement- 
presented  on  the  birthday  of  Her 
Majesty,  Elizabeth  II. 

No  other  gin  has  won  this 
coveted  award.  Not  even  once. 


BEEFEATER®  GIN 

The  Crown  Jewel  of  England." 


JfondonTiisliUei 
ThyQn 


95 


These  are  some  o 

iriTheMa, 


Microsoft.  Word 
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For  Apple*  Macintosh., 


MICROSOFT. 


Microsoft'  Word  Fuujeanwvord process » 

for  memos,  personalized  form  letters,  sales  reports  or 

any  professional  document 


PROGRAM  DISK 
APPLE*  MACINTOSH 


ThiinkTancH  ^jfc^ 

The  First  ^f"   ^ 

Idea  Processor 


ThinkTwk"  512  An  idea  processor  to  organize  fmyi  i  ts 
manage  details,  outline  ideas  and  support  da.  istons 


Dow  Jones 
Straight  Talk"' 

Matrons 

furtheApp'(!"J 
Macintosh  Computer 
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'  pi  mea  business  decisions  on 
bonds  and  commodities 


Rack  To  Basics*"  Accounting  System 
Genera)  Lodger 

Product  Code  03BGL-MAOSO 
Copyfigbt  ©  19M,  Peachtree  Software.  Inc. 
An  MSA  Company 


Back  to  BasicsT  Manage  your  books  with  a  full 
feature  general  ledger  system  for  small  business 


MacProject   Create  complex  ''critical 'path 

flow  charts  fir  production  schedules,  timelines 

and  managing  projects 


Microsoft.  File 

■ 

For  ApptesMacintosri, 

MICROSOFT. 

I'FS"  Report.  Prepare  inventory  repirrts.  price  lists, 
salan  and  payroll  analyses  and  salts  reports. 


Microsoft*  Multiplan'  Electronic  spreadsheet for  hua\ 
forecasting,  business  planning  and  "what  if"  anal)  I 
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records,  inventory  and  customer  lists 


Oven  I E"  Analyze  sales,  track  inventory,  update 
customer  lists  and  monitor  accounts  receivable 


le  hardest  workers 
tosh  Office 


Q 
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•Lotus 


rerminar  Talk  to  main  frames  via  3270  emulation, 
well  as  information  services  and  other  computers. 


Lotus™ Jazzc  Integrated  word  processing, 

business  graphics,  database  management,  data 

communications  and  worksheet. 


\      For  Apples  Macintosh. 


MICROSOFT. 


File  Store  and retrieve  mailing  lists,  client 
records,  collections,  schedules  and  invent  iries 
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Microsoft'  ('.hart  -i2  different  charts  tout  graphs  for 
presentations,  sales  reports  and  transparencies. 
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Helix  Proqr.im  Disk 

Fin  Mar  11,1..  I.  I  '-lv 
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fai*io>r  I  murine  market  trendy  organize  and 
track  sales  and  present  data  in  pictures 


Odesta  HelbFA  relational  database 

and  decision  support  System  fir  Inn  king  information. 

resources  and  ideas 


Theyre  fast.  They're  dependable. 
And  they  seldom,  if  ever,  complain. 

We're  talking,  of  course,  about  all 
the  powerful  business  software  that  works 
in  The  Macintosh™ Office.  Our  family  of 
integrated  office  products  that,  we  believe, 
will  revolutionize  the  way  business 
does  business. 

And  apparently,  more  than  a  few 
people  agree 
with  us. 

Leading 
software  devel- 
opers have 
already  written 
more  than  350 
programs  for 

The  Macintosh  Qlfli 
Office.  And        y 

LIlclC  die  I1UI1"        just  as  Macintosh  makes  indivuiuals 
Hrpds  nf  nthPTS  moKtmOucStx,  The 

uicuo  ui  uuicio       Macintosh  Office  increases  productivity 

on  the  way.  f*  workgroups  of  5  to  25. 

But  more  impressive  than  the  sheer 
number  of  programs  for  The  Macintosh 
Office,  is  the  sheer  ease  with  which 
you  can  use  them. 

Thanks  to  Macintosh's  windows, 
icons,  pull-down  menus  and  mouse  tech- 
nology, every  Macintosh  program  works 
the  same  way  Learn  one,  and  you've 
learned  them  all. 

Which  means  you'll  have  a  lot  more 
time  to  do  the  one  thing  you've  probably 
been  too  busy  to  do: 

Your  job.       / 


'Available  Spring  1985-  ©  1985  Apple  Computer,  Inc  .Apple,  the  Apple 
logo.  Mac/'ro/ecl  and  Mac lirminal  are  trademarks  of  \/iple  (,'om 
puter.  Inc.  Macintosh  is  a  trademark  licensed  to  Apple  Computer, 
luc  For  an  authorized  Apple  dealer  nearest  \ou  call  (800) 
538  9696.  In  Canada,  call  (800)  268  7796  or 

(800)268-7637. 


"Jeep  designed  the  Grand  Wagoneer 

like  I  design  every  ocean  racer  that  comes  off 

my  drawing  board...to  be  a  winner/' 
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BRUCE  NELSON,  PRESIDENT,  NELSON/MAREK  YACHT  DESIGN 

Bruce  Nelson  designs  and  sails  some  of  the 
world's  most  impressive  ocean  racers.  Not  sur- 
prisingly, he  also  owns  one  of  the  world's  most 
impressive  vehicles.  The  Jeep@ Grand  Wagoneer. 

Like  his  world-renowned  racing  yachts, 
Nelson's  Grand  Wagoneer  was  engineered  to  per- 
form brilliantly  through  thick  and  thin.  For  when 
the  going  is  rough  he  can  "shift-on-the-fly"  into 
the  sure-footed  traction  of  4- wheel  drive.  But 
while  the  six-passenger  Grand  Wagoneer  thrives 
on  adversity,  it  also  pampers  its  passengers  with 
luxury,  prestige  and  comfort. 

And  thanks  to  its  new  suspension  system, 
the  Grand  Wagoneer  provides  its  smoothest  ride 
ever.  Jeep  Grand  Wagoneer,  the  wagon  designed 
and  engineered  to  win  you  over. 
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Today  Northern  Telecom's  communications  systems  do  the 
same  for  business- with  sophisticated  software. 


era!  hundred 
this  one-called  "The  Sutra  of  Cause 
and  Effect"— were  used  as  .instruction 
manuals.  They  allowed  you  to  perform 
any  task  with  complete  confidence, 
even  if  you'd  never  attempted  it  befo 

Through  our  continual  develop- 
ment of  software  programs,  Northern 
Telecom  instructs  information  manage- 
ment systems  to  perform  new  tasks. 
Systems  evolve  instead  of  age;  we  give 
them  new  capabilities  by  giving  them 
new  software. 

Our  SL-1*  digital  communications 
system  is  a  good  example.  Since  its 
introduction,  our  software  research  and 
development  has  created  literally  hun- 
dreds of  useful  new  features  for  the 
system.  Every  feature  can  be  added  to 
every  SL-1  system  ever  installed. 

As  a  part  of  Northern  Telecom's 
commitment  to  the  OPEN  World* 
approach  to  information  management, 
we're  investing  over  one  billion  dollars 
in  research  and  development  in  the  next 
five  years  to  evolve  new  capabilities  for 
our  information  management  systems. 

No  matter  what  tasks  the  future 
holds,  our  customers  can  face  them 
with  confidence. 


tvt 


northern 
telecom 


For  further  information  write: 
Northern  Telecom  Inc., 
Public  Relations  Dept, 

259  Cumberland  Bend, 
Nashville,  TN  37228. 
Or  call 

(615)256-5900, 
Ext.  4264. 


^Trademark  of 
Northern  Telecom 

Limited 


Helene  Curtis  always  makes  its  run  and  is 
always  slapped  down  by  the  big  boys.  But 
the  Gidwitz  clan,  which  has  controlled  He- 
lene for  a  half-century,  doesn't  quit. 


Blood  in  the  rinse 


By  Jay  McCormick 

IT  WAS  A  BLOODBATH, "  SayS 
Ronald  Gidwitz,  president 
of  Helene  Curtis  Indus- 
tries, Inc.,  of  last  summer's 
shampoo  market.  A  downpour 
of  new  shampoos  and  advertis- 
ing for  old  shampoos  by  com- 
petitors washed  away  Helene's 
profits  last  year. 

A  company  with  that  kind 
of  trouble  in  the  high-profit 
beauty  business  should  be 
takeover  bait,  if  not  dead.  But 
not  Helene  Curtis.  The  Gid- 
witz family  controls  about 
39%  of  the  common  and 
wants  to  keep  it  that  way.  Last 
year  they  laid  in  their  shark 
repellent,  creating  a  holding 
company  that  allows  the  fam- 
ily to  maintain  control.  Chair- 
man Gerald  Gidwitz,  who  co- 
founded  the  company  in  1928, 
is  78  years  old.  His  brother  Jo- 
seph, 80,  is  vice  chairman. 
Their  problem  is  that,  with 
competitors  like  Procter  &. 
Gamble,  Revlon  and  Gillette, 
Helene  Curtis  is  a  small  fish  in 
a  big  pond. 

Ronald,  who  is  40  and  Ger- 
ald's son,  became  president  in 
1979.  He  had  a  good  start, 
pushing  through  a  new  sham- 
poo and  conditioner,  Finesse,  in  1982. 
Finesse  was  running  $90  million  in 
sales  in  two  years.  By  Ron's  fifth  year 
(fiscal  1984  ended  Feb.  29),  company 
profits  had  quadrupled  to  $10  million, 
or  $2.84  a  share,  as  sales  more  than 
doubled,  to  $330  million. 

Then  came  competition,  and  the 
bottom  fell  out.  Helene  Curtis  just 
about  broke  even — possibly  a  $i  mil- 
lion loss — in  the  latest  year  on  sales 
$365  million.  The  stock  echot. 


Helene  Curtis  President  Ronald  Gidwitz 
"You  can't  hit  home  runs  every  day. 


pushing  from  5'/8  in  1982  to  32l/s  last 
year  but  trading  around  15  now. 

Ron  Gidwitz  sharply  increased 
spending  on  advertising  when  he  took 
the  helm,  from  $9  million  in  fiscal 
1979  to  $38  million  in  fiscal  1984. 
And  he  ran  up  long-term  debt,  from 
nothing  in  the  mid-1970s  to  $43  mil- 
lion. Combined  with  $23  million  in 
short-term  debt,  that's  48%  of  capital- 
ition.  Most  of  that  money  went  for 
iew  factory  space  and  a  handsome 


new  headquarters  in  downtown  Chi- 
cago. The  spending  fueled  Helene's 
rapid  sales  growth  but  also  made  mis- 
takes more  expensive.  Finesse  is  hold- 
ing 6.4%  of  the  $1.3  billion  shampoo 
and  conditioner  market.  Market  lead- 
er Head  &  Shoulders  from  P&.G  holds 
8.2%,  with  only  a  shampoo  and  no 
conditioner.  But  Helene's  Atune,  a 
shampoo  and  conditioner  line  intro- 
duced last  fall,  bombed  and  more  than 
soaked  up  the  profits  from  other  lines. 
Helene  Curtis  has  had  that  kind  of 
trouble  before.  In  the  1950s,  when 
Gerald  Gidwitz  was  running  the  com- 
pany, it  had  the  top-selling  hair  spray, 
Spray  Net,  and  later  the  leading  dan- 
druff shampoo,  Enden.  Both  lost  out 
to  bigger  competitors.  The  prospects 
of  a  facial  cream  made  with  cows' 
tardoerk  blood  doubled  Helene's  stock 
price  in  1964,  but  the  Food  & 
Drug  Administration  forced  it 
off  the  market  for  false  adver- 
tising claims.  Everynight 
shampoo  won  over  adoles- 
cents in  the  1970s,  but  then 
they  grew  up,  and  sales  faded. 
Alas,  when  something  goes 
wrong,  Helene  isn't  big 
enough  to  absorb  the  damages 
without  losing  a  step. 

"You're  always  going  to 
have  a  certain  erratic  earnings 
pattern  until  you  get  so  big 
that  one  up  balances  out  with 
a  down  at  the  same  time. 
Whether  we  are  a  $100  million 
or  a  $500  million  [sales]  com- 
pany, I  think  that's  going  to  be 
a  problem.  You  can't  hit  home 
runs  every  day  of  the  week," 
says  Ron  Gidwitz. 

Helene's  3.1%  profit  mar- 
gins— in  its  best  years — are 
only  half  those  of  such  com- 
petitors as  Gillette  and  P&G, 
which  have  more  lines  of  toi- 
letries to  back  their  shampoos. 
Diversification  hasn't  solved 
much  yet,  either.  Helene  runs 
a  car  parts  unit  that  earned  a 
meager  $592,000  pretax  on 
about  $40  million  in  sales  in 
fiscal  1984.  It  may  be  for  sale. 
There  are  also  sales  of  about 
$50  million  in  hair  care  prod- 


ucts to  beauty  salons.  But  the  big  prof- 
its have  to  come  from  full-price  sham- 
poos and  conditioners. 

"The  profit  level  goes  up  and  it 
comes  down,  and  it  will  go  back  up 
again.  What's  important  is  that  every 
time  it  goes  up,  it  goes  up  higher," 
says  Ron  Gidwitz.  But  he  doesn't 
know  when  the  next  swing  will  come. 
"I  feel  very  comfortable  about  next 
year.  But  then,  I  felt  very  comfortable 
about  the  next  year  last  year."  ■ 
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What  would  Harcourt  Brace  Jovanovich 
be  without  Jovanovich?  At  65,  Bill  Jovano- 
vich doesn't  even  want  to  think  about  it, 
but,  of  course,  its  inevitable.  Or  is  it? 

"The  day 

you  retire, 

you're  finished 


n 


By  Barbara  Rudolph 


Is  Harcourt  Brace  Jovanovich, 
Inc.  a  one-man  show?  That's  not  a 
question,  it's  a  fact.  Now  65,  Wil- 
liam Jovanovich  has  been  chief  execu- 
tive of  the  country's  fifth-largest  book 
publisher  for  the  past  30  years,  while 
"number  two"  men  have  come  and 
gone.  But  the  question  persists,  and  it 
rankles  Jovanovich.  "That's  a  dumb 
myth  that  reporters  have  created,"  he 
says  scornfully,  "a  People  mag- 
azine notion  that  has  nothing 
to  do  with  corporate  structure. 
There's  no  communal  way  to 
run  a  company.  If  there's  a 
strong  number  two  man  he 
goes  out  and  becomes  number 
one  elsewhere." 

Particularly  when  there  is  a 
number  one  as  strong  as  Bill 
Jovanovich,  an  immigrant  coal 
miner's  son  who  joined  HBJ  as 
a  textbook  salesman  in  1947 
and  was  running  the  company 
eight  years  later.  His  mark  is 
everywhere  at  the  glass-and- 
marble  corporate  headquarters 
in  Orlando,  Fla.,  where  HBJ 
moved  in  1983  (while  keeping 
offices  in  San  Diego,  Cleve- 
land and  New  York  City).  "I 
like  edifices,"  says  the  CEO 
and  chairman. 

Some  edifice.  A  large  mod- 
ern sculpture  stands  at  one  en- 
trance; a  20-foot-wide  sundial 
at  the  other.  The  letters  HBJ 
across  the  front  of  the  building 
are  illuminated  at  night.  In  Jo- 
vanovich's  large  office:  five 
briefcases  with  the  chairman's 
initials;  a  Louis  Tiffany  desk 
set.  On  a  glass  table,  along 
with  a  beautifully  bound,  ex- 
pensive facsimile  set  of  Leo- 
nardo drawings,  rests  a  collec- 


tion of  Jovanovich's  own  essays,  Now, 
Barabbas. 

Get  the  picture? 

All  this  may  be  extreme  even  for 
the  publishing  business — and  it  is  cer- 
tainly out  of  the  ordinary  in  Orlando, 
home  of  Disney  World  and  HBJ's  own 
Sea  World.  But  you  can't  quarrel  with 
results.  HBJ  just  finished  the  best  year 
in  its  65-year  history,  earning  $34.5 
million  on  sales  of  $712  million. 

That's  partly  because  of  beneficial 


HBJ 's  William  Joi  wioi  icb 

The  answer:  There  is  no  question. 


demographics.  College  enrollment 
may  be  stagnant,  but  the  children  of 
the  baby  boomers  are  now  moving 
through  elementary  school,  a  major 
textbook  market. 

But  books  alone  now  produce  less 
than  half  of  HBJ's  sales  and  profits. 
Since  1967  Jovanovich  has  moved  HBJ 
into  everything  from  outplacement 
counseling  to  insurance,  and,  most 
important,  in  1977  into  Sea  World  and 
its  three  marine  parks  in  Orlando,  San 
Diego  and  Cleveland. 

An  unlikely  acquisition  for  a  pub- 
lisher, Sea  World  has  become  the 
most  profitable  group  at  HBJ,  with 
operating  margins  of  16.8%,  as 
against  11.3%  overall.  Now  Jovano- 
vich plans  to  spend  $100  million — 
mostly  borrowed — over  the  next  two 
years  to  build  a  fourth  Sea  World  in 
San  Antonio.  That  could  leave  HBJ 
heavily  leveraged:  Long-term  debt  is 
already  38%  of  capital. 

Does  it  sound  too  aggressive?  Some 
people  think  so — including  Robert 
Hillebrecht,  former  HBJ  executive 
vice  president  and  head  of  Sea  World. 
Hillebrecht  left  abruptly,  along  with 
another  Sea  World  executive,  three 
months  ago. 

Hillebrecht  was  not  the  first  to  go 
in  Jovanovich's  long  reign.  He  bears 
no  grudge,  but  some  others  do. 
"Jovanovich  makes  and  breaks 
executives,  and  fast,"  says 
one.  "He's  a  feudal  lord."  In 
his  memoirs,  Words  and  Faces, 
Hiram  Haydn,  Harcourt's  co- 
publisher  from  1964  to  1973, 
wrote  of  Jovanovich:  "His  play 
with  the  rapier  was  at  times 
frightening  ...  he  was  not  be- 
yond using  the  flat  of  the 
broadsword  to  batter  someone 
into  submission." 

So  what  happens  to  the 
company  when  Bill  Jovano- 
vich is  gone?  "There's  no  [suc- 
cession] question,"  he  says 
simply.  "I'm  not  retiring."  His 
current  eight-year  employ- 
ment contract  runs  through 
1989.  Although  he  has  had 
medical  problems  in  the 
past — a  heart  attack  at  age  33, 
a  year  before  he  was  named 
CEO,  and  a  serious  illness  in 
the  late  1960s — Jovanovich 
says  that  he  is  "asymptomat- 
ic" and  feeling  fine. 

Not  surprisingly,  Jovano- 
vich has  never  had  a  clear  sec- 
ond-in-command for  long.  Re- 
cently several  executive  vice 
presidents  have  been  part  of  an 
"office  of  the  president."  In 
March  Jovanovich  named  one 
of  these,  Robert  Edgell,  to  the 
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TEST  DRIVE  A  SAAB. 

IT  WILLTELLYOU  A  LOT 

ABOUT  YOURSELF 


Thirty  minutes  in  the 
driver's  seat  of  a  Saab  900  can 
be  more  revealing  than  a  ses- 
sion on  a  psychiatrist's  couch. 

What  you  like  or  don't  like 
or  ignore  on  a  Saab  is  indicative 
of  whether  you're  ruled  by  your 
intellect  or  your  emotions  or 
whether  you've  achieved  a  se- 
rene balance. 

Example:  Saab's  front- 
wheel  drive. 

Will  you  look  at  it  as  a  way 
to  get  through  the  winter  and 
the  foul  weather  parts  of  the 
other  seasons?  Our  guess  is 
that  you're  ruled  by  your 
intellect. 

Or  will  you  look  at  front- 
wheel  drive  as  the  means  to 
give  a  sedan  the  road-hugging, 
toe-curling,  hair-raising  cor- 
nering ability  of  a  sports  car? 
Our  guess  is  that  you're  ruled 
by  your  emotions. 

But  wait  a  second.  Maybe 
you  see  front-wheel  drive  as 
both.  In  that  case,  you're  ruled 
neither  by  your  intellect  nor 
your  emotions.  You  are  ruling 
them.  (And,  we  make  a  great 
presumption  here,  you  would 
enjoy  owning  a  Saab.) 

The  ego  and  the  id. 

The  id,  the  repository  of 
your  instinctual  impulses,  will 
want  to  know,  on  a  test  drive, 
how  good  a  Saab  is  at,  well, 
burning  rubber. 

Don't  repress  that  feeling. 
All  the  practical  considerations 
for  buying  a  Saab  (ec<    )my, 


the  reasonableness  of  its  price, 
the  active  and  passive  safety 
features,  the  durability  in  a 
world  where  disposability  is  a 
perverse  virtue)  are  just  as  real 
and  just  as  practical  after  test- 
ing its  acceleration  as  they 
were  before. 

But  they  start  to  remind 
one  of  the  classes  and  text- 
books and  lectures  and 
schematic  diagrams  of  inter- 
sections you  had  to  endure  in 
Driver's  Ed  before  they  let  you 
get  behind  the  wheel,  turn  the 
key,  hear  the  engine  start,  and 
see  what  the  experience  of 
driving  could  be  like. 


1985  SAAB  PRICE  LIST* 

9003-door ! $11,850 

9004-door $12,170 

900S3-door $15,040 

900S4-door $15,510 

Turbo3-door $18,150 

Turbo  4-door $18,620 

Automatic  transmission  $400  additional. 


Sure,  a  car's  reason  for  being 
is  to  get  from  Point  A  to  Point  B. 
But  a  Saab's  reason  for  being  is 
to  do  that  as  responsibly  as  pos- 
sible without  ignoring  the 
romance  in  the  possibilities  of 
Points  Q,  R,  S,  T,  not  to  mention 
X,  Y,  andZ. 

An  interpretation 
of  your  dreams. 
Is  the  Saab  900  the  car  of 
your  dreams?  Of  course,  we  don't 
know  that. 

We  do  know  it's  the  car  of  our 
dreams.  At  least,  our  engineers' 
and  designers'  dreams. 


There  are  seemingly  dispa- 
rate elements  on  a  Saab. 
Elements  not  unlike  those  on 
other  automobiles. 

We'll  list  them  now  in  no  par- 
ticular order:  rack-and-pinion 
steering,  disc  brakes  on  all  four 
wheels,  front- wheel  drive,  53  (!) 
cubic  feet  of  cargo  space,  aero- 
dynamic body,  incredible  fuel 
efficiency  considering  its 
performance.** 

Somehow,  in  some  way,  on 
a  Saab,  those  elements  add  up  to 
a  whole  that's  greater  than  its 
parts.  They  add  up  to  what's 
known  around  here  as  the  driv- 
ing experience:  Saabs  somehow 
feel  better  to  Saab  owners  than 
other  cars  they've  owned. 

For  the  first  time,  they  got 
hold  of  a  car  that  presented  no 
conflict  between  what  was  the 
most  practical  thing  and  the  most 
pleasurable  thing. 

They  got  the  performance 
car  they  always  wanted  with  the 
responsible  car  they  knew  they 
always  needed. 

They  discovered  that  even  a 
trip  to  the  supermarket  to  get 
some  dog  food  could  be  a  kick  if 
the  driving  experience  was  right. 

They  found  out  the  joy  of  not 
following  the  crowd,  but  of  start- 
ing a  crowd  of  their  own. 

Truth  is,  a  30-minute  test 
drive  may  not  be  able  to  tell  you 
all  this.  But  we'll  bet  that  three 
vears  owning  one  will. 


The  most  intelligent  car  ever  built. 


'Manufacturers  suggested  retail  pnc       Wot  including  taxes,  license,  freight,  dealer  charges  or  options.  *  *Saab  16-va!ve  Turbo  5-speed:  19  EPA  estimated  city  mpg. 
25  estimated  highway  mpg.  Use  estimuh  d  mpg     ■ .  jmparuon  only.  Mileage  vanes  with  speed,  trip  length  and  weather. 
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new  post  of  vice  chairman — hardly  a 
gesture  toward  succession  since  Ed- 
gell,  who  will  continue  to  run  the 
communications  division,  turns  63 
this  year.  It's  likelier  that  Jovanovich 
may  hope  to  pass  the  mantle  to  his 
son  Peter,  36,  who  was  just  named  to 
the  office  of  the  president. 

"Peter  tends  toward  the  quiet  side," 
says  an  acquaintance.  "He  is  still 
emerging  from  the  shadows  of  an  un- 
usually strong  father."  Says  Bill  Jo- 
vanovich: "Peter  is  absolutely  quali- 
fied. Also,  he  is  classically  educated. 
He  went  to  Princeton.  Not  to  run 
down  anyone  else,  but  this  is  a  liter- 
ary house."  (Both  the  Ivy  League  and 
the  literary  world  mean  something  to 
self-made  man  Bill  Jovanovich,  whose 
own  undergraduate  degree  is  from  the 
University  of  Colorado.) 

The  younger  Jovanovich  himself 
carefully    plays    down    speculation. 


"The  chairman  of  this  company  is 
very  much  at  the  peak  of  his  powers," 
he  says  of  his  father.  "It's  not  in  any- 
one's interest  to  contemplate  succes- 
sion." But  given  Jovanovich's  domi- 
nance of  the  company,  it's  possible 
that  he  could  make  his  son  his  succes- 
sor even  though  the  chairman  con- 
trols only  1.7%  of  the  stock. 

That  is,  if  there's  a  company  to  in- 
herit. Most  publishers  now  live  with 
the  threat  of  takeover,  especially  HBJ. 
Sea  World  alone  is  worth  perhaps 
$160  million,  estimates  analyst  Bert 
Boksen  of  Florida  brokerage  house 
Raymond,  James. 

Last  November  Gulf  &  Western 
paid  ten  times  expected  1985  cash 
flow  for  Prentice-Hall;  a  similar  mul- 
tiple for  HBJ,  figures  Boksen,  would 
mean  a  price  of  approximately  $80  a 
share,  compared  with  the  recent  48. 
The    Wall    Street    rumor    mills    are 


rounding  up  the  usual  suspects:  CBS? 
Time  Inc.? 

But  Jovanovich  has  fended  off  take- 
over threats  before — notably  in  1978 
by  Marvin  Josephson  and  in  1981  by 
Warner  Communications.  In  addition 
to  the  debt  he  may  put  on  the  balance 
sheet  with  the  San  Antonio  project, 
he  says  he  may  soon  make  further 
acquisitions,  including  "a  major  one." 
Isn't  Jovanovich  tempted  to  engineer 
a  leveraged  buyout  putting  HBJ  out  of 
reach  of  the  sharks  forever?  No,  says 
the  chairman  with  his  customary  vig- 
or; the  whole  LBO  concept  repels  him: 
"It's  despicable.  It's  theft." 

That's  Jovanovich.  Strong  opinions, 
confidently  held.  Asked  how  he 
would  like  to  go  down  in  history,  the 
chairman's  reply  is  quick  and  blunt: 
"Who  the  hell  cares?  The  day  you 
retire,  you're  finished.  The  day  you 
die,  you're  dead."  ■ 


In  a  heady  half-decade,  Associated  Dry 
Goods  bought  big  growth  in  discount  re- 
tailing with  acquisitions.  The  results  were 
spectacular — while  they  lasted. 

When  the 
cheering  stopped 


By  Howard  Gold 


F|  or  decades,  Associated  Dry 
Goods  was  a  stodgy  retailer 
with  a  string  of  department  store 
chains  founded  in  the  19th  century, 
like  Pittsburgh's  Joseph  Home  Co., 
Indianapolis'  L.S.  Ayres  and  Roches- 
ter's Sibley,  Lindsay  &  Curr.  Its  most 
famous  property,  elite  Lord  &  Taylor, 
far  outshone  the  plodding  parent. 

Then,  in  the  Eighties,  under  Chair- 
man William  P.  Arnold,  sleepy  Asso- 
ciated woke  up.  In  1981  it  bought 
Caldor,  Inc.,  the  Norwalk,  Conn.- 
based  discount  chain,  for  $314  mil- 
lion, and  two  years  later  Loehmann's, 
^he  off-price  women's  wear  retailer, 
for  $96  million.  Meanwhile,  chief  fi- 
nancial officer  Joseph  H.  Johnson,  62, 
a  tough  Alabama-born  numbers  man, 
was  paring  away  fat — closing  unprof- 
itable divisions  like  Stewart  &  Co.  in 


Baltimore,  merging  smaller  divisions 
like  Cincinnati's  H.&.S.  Pogue  into 
larger  ones  like  L.S.  Ayres  and  selling 
off  pieces  like  Stix,  Baer  &  Fuller  in 
St.  Louis. 

Result:  Associated's  revenues  more 
than  doubled  in  five  years,  to  $3.71 
billion  in  1983.  So  did  earnings  (from 
$2.55  a  share  in  1978  to  $5.95).  Return 
on  equity  climbed  from  7.1%  to 
13.9%.  Wall  Street  was  thrilled.  The 
stock  went  from  15%  to  7V/z. 

Arnold  resigned  last  June  (he  died  of 
cancer  in  September),  and  Johnson 
took  over  as  chairman  just  when  the 
cheering  stopped.  Sales  leveled  off  at 
$4.1  billion  last  year,  earnings  at 
$6.07  per  share,  and  the  thundering 
herd  thundered  out.  The  stock  fell  to 
45 '/s  and  recently  sold  at  5 7 'A. 

What  went  wrong?  First,  ADG,  like 
most  of  the  big  chains,  had  to  cut 
prices  to  move  huge  inventories  built 


up  by  overoptimistic  buyers  last  year. 
Then,  ADG's  second-largest  depart- 
ment store,  J.W.  Robinson  Co.  in  Los 
Angeles,  got  caught  in  a  ferocious 
price  war  with  chains  such  as  Carter 
Hawley  Hale  (Forbes,  Jan.  28). 

But  the  real  problems  were  in  those 
glamorous  new  acquisitions.  When 
Carl  Bennett,  Caldor's  founder  and 
chairman,  retired,  and  Johnson  ap- 
pointed his  successor,  Da- 
vid P.  Williams  III,  51,  as 
ADG's  president,  it  left 
Caldor's  top  two  posts  va- 
cant for  over  four  months. 
Sales  growth  slumped 
from  20%  to  around  15%. 
Meanwhile,  Loehmann's 
got  caught  in  the  off-price 
retailing  shakeout  and 
was  hurt  by  heavy  depart- 
ment store  markdowns. 
Result:  Caldor  and  Loeh- 
mann's accounted  for 
38%  of  Associated's  sales 
but  only  26%  of  its  prof- 
its. A  chastened  Johnson 
admits  today  that,  at  least 
in  the  case  of  Loeh- 
mann's, "We  probably 
paid  on  the  high  side." 

When  things  go  wrong, 
retailers  usually  blame 
the  weather — in  this  case, 
a  particularly  rainy  spring. 
Williams  has  a  better  ex- 
planation: ADG  got  into 
discounting  when  things 
were  deceptively  easy. 
"There  was  a  competitive 
vacuum  in  the  Northeast 
because  several  of  our 
competitors  went  out  of 
business — Korvettes,  Two 


no 
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Guys,  Woolco,"  he  says.  Indeed,  Cal- 
dor  grew  rapidly  by  moving  into  those 
vacated  sites.  But  now  the  supermar- 
kets and  drugstores,  as  well  as  dis- 
counters like  Hills,  Jamesway  and  the 
Bradlees  division  of  Stop  &  Shop,  have 
invaded  Caldor's  turf. 

Johnson  has  brought  in  James  M. 
Guinan,  52,  a  financial  and  operations 
man,  as  chairman,  with  a  mandate  to 
boost  Caldor's  pretax  margins  to  8%, 
from  an  estimated  5%  now.  To  do 
that,  profitable  apparel  and  accesso- 
ries lines  will  have  to  become  a  bigger 
part  of  Caldor's  sales  than  the  30% 
they  now  represent. 

That  means  Guinan  and  Caldor's 
new  president,  Leonard  S.  Williams, 
who  both  worked  at  Federated  De- 
partment Stores'  Gold  Circle  discount 
division,  will  have  to  add  some  piz- 
zazz to  Caldor's  heretofore  nonexist- 
ent fashion  image. 

That  won't  be  easy.  "A  guy  who 
buys  a  $500  suit  from  Lord  &  Taylor 
will  buy  his  blender  at  Caldor,"  says 
analyst  Robert  Raiff  of  C.J.  Lawrence 
&  Co.,  "but  he's  not  going  to  buy  his 
clothing  there." 

Moreover,  the  effort  will  take  its 
toll  in  hard  goods  like  small  appli- 
ances and  housewares,  where,  even 
Johnson  admits,  "our  margins  may 
actually  go  down  a  little  bit."  In  fact, 
ADG  has  scaled  back  its  own  expecta- 


tions for  Caldor  to  12%  to  15%  annu- 
al growth.  This  is  about  the  rate  Asso- 
ciated expects  from  some  of  its  best 
department  stores — Lord  &  Taylor, 
J.W.  Robinson,  Denver  Dry  Goods, 
Arizona's  Goldwaters  and  Robinson's 
of  Florida. 

Indeed,  that's  probably  where  the 
real  opportunity  is,  especially  with 
Lord  &.  Taylor  and  its  magic  name. 
Lord  &  Taylor  is  ADG's  largest  de- 
partment store,  with  42  outlets  in  13 
states  and  about  $700  million  in  sales. 
Johnson  is  planning  to  expand  L&T  in 
south  Florida  and  the  Sunbelt.  He  also 
wants  to  continue  reducing  marginal 
store  space  throughout  ADG  and  per- 
haps merge  or  sell  weaker  divisions  in 
the  Midwest. 

Johnson  still  insists  that  discount- 
ing will  be  a  significant  growth  vehi- 
cle. He  even  talks  about  buying  an- 
other discount  chain.  But  ADG's 
recent  $20  million  bid  to  take  over 
retail  operations  at  New  York's  B.  Alt- 
man  &  Co.  (since  withdrawn  because 
modernization  costs  would  have 
pushed  the  final  investment  too  high) 
shows  that  he  knows  where  his  real 
strength  lies:  in  the  old,  not  the  new, 
in  making  old-line  department  stores 
profitable  through  rigorous  cost-cut- 
ting as  much  as  in  discounting. 

Associated  Dry  Goods'  past  may 
still  be  the  key  to  its  future.  ■ 


ADG  Chairman  Joseph  H.Johnson 

He  knows  where  his  real  strength  lies. 
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The  Up  &  Comers 


Fumbles 


Helionetics  Bernie  Katz  says  he  is  a  re- 
formed man:  no  more  hyping  big  concepts, 
just  hard  work.  Oh,  really? 


Warmonger? 


By  Gary  Slutsker 


We  made  Prarcia,"  crows  Ber- 
nard Katz.  "Bernie  Katz 
made  Pravda!"  The  Soviet  rag 
called  him  a  warmonger.  People  here 
have  called  him  other  things. 

You  may  remember  Bernie  Katz. 
Back  in  the  Seventies  he  was  hyping 
Xonics,  Inc.,  a  little  X-ray  equipment 
maker,  before  it  had  a  product.  The 
Securities  &  Exchange  Commission 
nailed  him  on  it,  and  he  signed  a  con- 


sent decree,  agreeing  not  to  talk  about 
Xonics. 

Now  Katz,  a  56-year-old  accountant 
who  doesn't  have  a  college  degree,  is  a 
director  and  the  largest  shareholder  of 
Helionetics,  Inc.  of  Santa  Ana,  Calif. 
He  got  into  Pravda  in  1983  for  attract- 
ing to  the  Helionetics  board  some  di- 
rectors with  access  to  the  highest  lev- 
els of  government:  William  Simon, 
Edward  Teller  and  retired  Admiral 
Thomas  Hayward,  the  former  chief  of 
naval  operations. 


Katz  landed  those  famous  names 
with  a  little  technology  and  a  lot  of 
cheap  stock.  His  own  shares  he  got  for 
no  cash  by  pledging  his  personal  net 
worth  to  guarantee  the  company's 
viability.  Now  he  owns  19%  of  He- 
lionetics, which  had  sales  of  $27  mil- 
lion last  year. 

So,  what  does  Pravda  care?  It 
smelled  a  capitalist  plot  to  escalate 
the  arms  race.  Even  the  New  York 
Times  reported  that  Helionetics'  prod- 
uct, a  blue-green  laser,  could  play  an 
important  role  in  President  Reagan's 
"Star  Wars"  Strategic  Defense  Initia- 
tive. Pravda,  like  some  U.S.  journals, 
had  risen  to  Katz'  bait. 

In  fact,  Helionetics'  laser  couldn't 
hurt  a  fly,  much  less  shoot  down  mis- 
siles. However,  it  can  be  used  in  mili- 
tary communications  between  satel- 
lites and  submarines. 

All  that  hoopla  drove  Helionetics' 
stock  to  an  alltime  high  of  31  by  the 
middle  of  1983.  The  company  would 
rather  not  talk  about  what  has  hap- 
pened since.  Helionetics  was  acquir- 
ing feeble  companies  left  and  right, 
without  the  capital  to  support  them. 
The  company  was  all  over  the  lot — in 
down-hole  sensing  tools  for  oil  explo- 
ration,  high-precision   aircraft   parts 

Max  Aguilera-H^llweg 


Helionetics  Bernu  n-hole  sensing  tool for  oil  exploration,  and Michael  Mann 

It  takes  more  than  hype  ana  big  promises  to  build  a  company. 


Ill 


FORBES,  APRIL  22,  1985 


and  array  processors. 

Last  year  the  chickens  came  home 
to  roost.  There  was  a  big  loss  in  the 
third  quarter  and  earnings  for  the  year 
fell  75%,  to  $585,000,  while  sales 
grew  by  over  half,  to  $27  million.  The 
stock?  About  6  recently  . 

In  1983  Katz  had  recruited  Charles 
Missler,  a  California  turnaround  art- 
ist, to  head  Helionetics  and  raise  cap- 
ital. Missler  had  previously  taken 
bankrupt  Western  Digital  Corp.  to 
$100  million  in  sales. 

But  this  time,  it  was  no  go.  A  $15 
million  deal  with  Prudential-Bache 
fell  through,  partly  because  of  Katz' 
Xonics  connection,  but  ultimately  be- 
cause of  the  third-quarter  results. 
Meanwhile,  Helionetics  had  used 
most  of  its  cash  and  was  taking  on 
bank  debt. 

In  the  meantime,  Katz'  blue-chip- 
pers  were  getting  worried.  Missler 
sold  his  21,000  shares,  then  left.  Elev- 
en days  later,  Bill  Simon,  who  has 
recently  left  the  boards  of  several  cor- 
porations, resigned.  In  January  the  re- 
maining directors  installed  a  former 
Hughes  Aircraft  executive,  Michael 
Mann,  as  president. 

Out  went  20%  of  Helionetics'  590 
employees.  The  seven  little  acquisi- 
tions were  consolidated  into  three  di- 
visions that  now  share  some  overlap- 
ping facilities.  Now,  for  example,  the 
signal-processing  division  has  three 
companies  under  one  roof,  even 
though  the  products  don't  seem  to  fit: 
array  processors,  oil  drilling  instru- 
ments and  oceanographic  surveys. 
Another  acquisition,  Vard  Newport, 
which  makes  aircraft  parts,  handles 
manufacturing  for  other  divisions. 

"What  we've  recognized  is  that,  for 
a  company  our  size,  you  don't  take 
giant  leaps  and  forget  about  all  the 
intermediate  steps,"  says  Mann. 
What  does  that  mean?  It  means  it 
takes  more  than  hype  and  big  prom- 
ises to  build  a  company. 

Bernie  Katz?  Well,  he  ran  up  $1.6 
million  in  finder's  fees  for  making 
Helionetics'  not-very-successful  ac- 
quisitions. But  he  promises  to  take  no 
more  finder's  fees.  He  has  also  sold  his 
8%  personal  royalty  on  sales  of  the 
laser  for  $900,000  and  for  a  share  of 
profits,  if  there  are  any. 

These  days,  Helionetics  may  be  the 
least  of  Katz'  worries.  He  put  money 
into  AIA  Industries,  a  grounded  Phila- 
delphia airline,  six  weeks  before  it 
entered  Chapter  11.  Now  he  is  trying 
to  revive  the  sagging  fortunes  of  Com- 
pucorp,  a  maker  of  microcomputers. 

"I've  been  a  tomorrow  guy  for  a  lot  of 
years  in  my  past,"  says  he.  And  now? 
Now  performance  is  all,  he  replies. 

Seeing  will  be  believing.  ■ 


The  Up  &  Comers 


Lessons 


Alpha  Microsystems  developed  a  microcomputer  at  the 
same  time  as  Apple.  So  why  are  people  still  asking . . . 


Alpha  who? 


By  all  accounts,  Alpha  Microsys- 
tems of  Irvine,  Calif,  should  have 
been  left  in  the  dust  years  ago.  Alpha 
(fiscal  1984  sales:  $52  million)  came 
up  with  its  microcomputer  in  1977. 
But  while  Apple  was  brilliantly  ex- 
ploiting the  enormous  market  for 
user-friendly  personal  computers  for 
the  masses,  Alpha  contented  itself 
with  an  obscure  niche  in  medical  and 
professional  markets. 

Then  came  the  personal  computer 
shakeout  last  year.  While  other  little 
microcomputer  companies  dropped 
like  flies,  Alpha  was  one  of  the  survi- 
vors. Result:  It  landed  fifth  on  the 
Forbes  1984  Up  &  Comer  300  list 
with  a  five-year  average  return  on  eq- 
uity of  64.1%  (Forbes,  Nov.  5,  1984). 

Those  numbers  are  deceptive,  the 
result  of  a  bulge  in  profitability  in 
fiscal  years  1980  and  1981.  But  fiscal 
1985  (ended  in  February),  though  not  a 
disaster,  was  certainly  disappointing, 
with  earnings  perhaps  half  of  1984's 
$4.4  million.  The  stock,  which  was  up 
to  24  during  the  palmy  days,  fell  to  7 
last  fall  and  recently  was  63/s. 

Of  course,  these  days  the  mere  fact 
that  Alpha  has  been  earning  anything 
is  an  achievement.  "Two  years  ago 
there  were  30  to  40  multi-user  micro- 
computer makers.  Today  there  are 
maybe  half  as  many,"  claims  Richard 
Cortese,  42,  president  and  CEO.  "Of 
those,  Alpha  is  1  of  only  5  that  will 
likely  make  any  money  this  year." 

The  reason:  Early  on,  Alpha's 
founders,  Chairman  Richard  Wilcox, 
a  former  manager  at  Western  Digital, 
and  Robert  Hitchcock,  a  former  com- 
puter consultant,  decided  not  to  go  for 
glory  as  Apple  was  doing,  but  to  play  a 
different  game.  Instead  of  marketing  a 
general-purpose  computer,  they  bor- 
rowed a  strategy  from  minicomputer 
makers  and  sold  to  such  specialized 
markets  as  dentists,  doctors,  lawyers, 
accountants  and  universities.   Most 


Richard  Cortese  of  Alpha  Micro 

"I  am  not  happy  with  this  year." 

people  haven't  heard  of  the  company. 
But  go  to  a  dental  convention,  and 
people  know  Alpha  Micro  (it  claims 
to  be  the  second-largest  systems  sup- 
plier to  dentists). 

Sales  inched  along.  In  1981  they 
were  just  $22  million.  But  Alpha 
didn't  care.  The  company  did  no  ad- 
vertising, the  presumption  being  that 
if  you  had  a  better  product,  people 
would  find  out  and  use  it.  Wilcox  and 
Hitchcock  had  a  better  product,  one 
more  powerful  and  versatile  than  a 
personal  computer  (and  also  more  ex- 
pensive, with  a  starting  price  of 
$10,000).  Enough  people  in  special- 
ized markets  needed  that  extra  power 
and  versatility.  So  Alpha  succeeded 
when  others  trying  to  execute  the 
same  strategy  failed.  Vector  Graphic 
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Voice  Management 


Data  Management 


Networking 


WHAT  THE 
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FOR  YOU. 
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System  Management 


Office  Management 


Unified  Messaging 


INLY  AT&T  SYSTEM  85  AND 
IT&T  SYSTEM  75  FULLY 
NTEGRATE  SO  MANY  VITAL 
MANAGEMENT  FUNCTIONS. 

Decisions,  decisions,  decisions. 
t  wasn't  too  long  ago  that  if  you 
vanted  the  most  sophisticated  office 
ommunications  equipment  in  the 
vorld,  you'd  get  a  telephone. 

Now  it's  a  whole  new  ball  game, 
fou've  got  to  have  more  than  a  tele- 
ihone.  You've  got  to  have  an  entire 
ommunications  and  information 
ystem.  You've  got  to  choose  from 
mong  a  number  of  vendors  and 
ustify  a  substantial  capital  invest- 
nent.  You've  got  only  one  chance  to 
aake  the  right  decision.  And  you've 
rot  to  be  right. 

Relax.  The  decision  is  easy. 
System  85  and  System  75  from 
lT&T  Information  Systems  offer 
ou  more  power,  flexibility  and  con- 
rol  than  any  other  system  in  the 
/orld.  Because  they  can  grow  and 
hange  as  technology  advances,  you 
an  be  sure  your  investment  is  pro- 
acted.  And  because  they're  from 
iT&T,  you  know  they  meet  the 
ighest  standards  of  manufacturing 
uality  and  reliability. 

Here  are  just  a  few  ways  they 
an  help  your  office  operate  more 
fficiently  and  effectively. 

roice  Management  Our  experience 
i  voice  communications  speaks  for 


itself.  There  are  over  150  calling  fea- 
tures to  choose  from,  so  you  can  cus- 
tom-tailor a  system  that  meets  the 
particular  needs  of  your  business. 
Data  Management  This  ties  the 
whole  system  together.  Our  Distrib- 
uted Communications  Protocol 
integrates  voice  and  data  transmis- 
sions, resulting  in  more  productive 
use  of  your  equipment  and  easy 
future  expansion. 
Networking  Different  businesses 
need  different  networks.  Our  Distri- 
buted Communications  System  and 
Electronic  Tandem  Network  let  you 
link  all  your  locations,  either  across 
the  street  or  across  the  country. 

System  Management  Adaptability 
is  the  key  here.  You'll  have  a  hands- 
on  ability  to  monitor  and  change  the 
entire  system  day  by  day,  to  respond 
to  your  changing  needs. 

Office  Management  This  stream- 
lines your  everyday  office  proce- 
dures into  one  easy-to-use  system. 
By  integrating  Electronic  Document 
Communication,  Message  Center, 
and  Directory,  you  can  create,  store 
and  send  information  easily  and 
more  productively. 

Unified  Messaging  This  complete, 
easy-to-use  service  is  the  answer 
to  unanswered  calls.  It  completely 
integrates  all  your  messaging  ser- 
vices, including  Message  Center 
Coverage,  Leave  Word  Calling,  and 


AUDIX,  our  powerful  voice  mail 
service. 

100  YEARS  OF  EXPERIENCE 

There's  another  aspect  of  our  system 
which  you  can  look  at  as  something 
of  an  insurance  policy.  It's  called 
Information  Systems  Architecture. 
It  is  this  framework  that  ensures  that 
anything  new  we  develop  for  your 
system  will  fit  right  in.  System  85 
and  System  75  are  designed  accord- 
ing to  its  guidelines,  as  our  future 
products  will  be.  That's  protection. 

We've  been  the  undisputed  leader 
in  communications  for  over  100  years, 
and  we  plan  to  keep  it  that  way. 
Today,  more  than  4000  systems  de- 
signers and  others  formerly  at  AT&T 
Bell  Laboratories  are  working 
exclusively  to  develop  new  business 
products  at  Information  Systems 
Laboratories.  And  they're  supported 
by  the  largest  sales  and  service 
staff  in  the  industry  to  help  you 
along  every  step  of  the  way. 

There  are  two  ways  you  can 
distinguish  yourself  in  the  business 
world— either  get  a  little  gray  at  the 
temples  worrying  about  it,  or  choose 
AT&T  Information  Systems. 

To  find  out  more  about  System  85 
and  System  75,  call  AT&T  Information 
Systems  at  1-800-247-1212,  Ext.  187. 

WHEN  YOU'VE  GOT  TO  BE  RIGHT. 


AT&T 


targeted  small  business  users  and  en- 
joyed a  spectacular  early  success.  To- 
day, strapped  for  cash,  it  is  looking  for 
a  merger  partner. 

But  now  Alpha  competes  with  ev- 
eryone, including  IBM,  and  even  the 
best  product  can't  survive  long  with- 
out marketing.  Eventually,  the 
founders  noticed  that  "people  had  not 
beaten  a  path  to  their  door  in  droves," 
says  Cortese,  who  was  brought  in  in 
1982  mainly  to  beef  up  marketing. 

Cortese,  a  former  executive  with 
General  Automation,  spent  $2  mil- 
lion on  a  print  ad  campaign  proclaim- 
ing "We  eat  Apples  for  breakfast." 
The  results  were  impressive.  Alpha's 
sales  in  fiscal  1984  went  from  $29 
million  to  $52  million,  while  earnings 
per  share  increased  132%,  to  $1.46. 
"We  may  be  the  Apple  of  tomorrow," 
Cortese  says. 

Which  brings  us  to  today.  "I  am  not 
happy  with  this  year,"  Cortese  ad- 
mits. And  if  he  is  to  prove  that  fiscal 
1984  was  not  a  flash  in  the  pan,  he  has 
his  work  cut  out  for  him. 

Cortese's  problem  is  that  Alpha's 
markets  are  becoming  saturated — so 
saturated  that  some  analysts  figure  its 
growth  rate  will  slow  to  15%  to  20% 
from  the  45%  it  has  averaged  since 
1979.  It  is  selling  fewer  computer  sys- 
tems to  new  customers  and  more  low- 
er-margin service  contracts  and  peri- 
pherals to  existing  customers. 

That  means  that,  even  though  earn- 
ings were  down,  Cortese  has  been 
spending  to  develop  new  products  and 
new  markets.  Here  he  has  some  re- 
sources to  draw  on,  because  the 
founders  were  so  conservative.  Alpha 
has  no  long-term  debt,  unusual  for  a 
company  of  its  kind  and  size,  and  $2.6 
million  in  cash. 

Some  of  Cortese's  new  targeted  cus- 
tomers aren't  exactly  flush:  munici- 
pal governments,  philanthropic  orga- 
nizations and  churches.  The  most 
promising  new  product  is  a  kind  of 
videocassette  recorder  used  to  back 
up  Winchester  disk  drives.  It's  four  to 
six  times  cheaper  than  floppy  disks  or 
streaming  tape  drives,  both  more  tra- 
ditional backup  devices. 

But,  explains  Mark  Obenzinger,  an 
analyst  with  Laidlaw,  Adams  &  Peck, 
customers  who  need  the  huge  storage 
capacity  the  VCRs  provide  may  not 
opt  for  a  cheap  solution.  Also,  the  idea 
isn't  new:  Corvus  Systems  also  sells  a 
disk  drive  with  video  backup. 

"Our  technology  positions  us  to 
take  a  huge  leap,"  Cortese  says.  Of 
course,  the  founders'  past  decision 
not  to  make  huge  leaps  had  much  to 
do  with  Alpha's  survival  today.  Now 
Cortese  must  prove  Alpha  is  prepared 
to  prevail  as  well. — Ellen  Paris 


Bob  Price  of  Price  Communications 

A  $17  million  incentive, 

but 
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The  Up  &  Comers 


Deals 


Bob  Price  owns  11  TV  and 
radio  stations  in  backwa- 
ter towns  like  Peoria.  Can 
his  tiny  Price  Communica- 
tions handle  $80  million 
in  junk  bond  debt? 

It  ain't  heavy, 
he  says 

Don't  call  me  cheap,  call  me  pru- 
dent," barks  Robert  Price,  presi- 
dent and  chief  executive  of  Price 
Communications.  "Andre  Meyer  al- 
ways said  it  was  more  important  to 
buy  cheap  than  to  sell  dear.  That  was 
the  best  lesson  he  taught  me." 

The  52-year-old  Price  has  graduated 
from  some  of  the  fanciest  schools  on 
Wall  Street,  like  The  Dreyfus  Corp. 
and  Lazard  Freres,  where  he  spent  nine 
years  when  Meyer  was  senior  partner. 
Price  also  served  as  deputy  mayor  of 
New  York  under  John  Lindsay.  Lately 
he  has  come  into  his  own  as  the  head  of 
Price  Communications,  a  three-year- 


old  media  company  with  nine  radio 
stations  stretching  from  San  Francisco 
to  West  Palm  Beach.  There  are  two  TV 
stations,  too,  in  Peoria,  111.  and  Colum- 
bia/Jefferson City,  Mo. 

Price's  strategy,  as  we've  indicated, 
is  to  pay  low  prices  for  broadcasting 
properties  in  medium-size  markets. 
And  always  with  borrowed  money. 

Until  recently,  those  borrowings 
have  been  relatively  modest  for  the 
heavily  leveraged  broadcast  field. 
Then,  in  February,  Morgan  Stanley 
raised  about  $80  million  for  Price  by 
selling  ten-year  subordinated  notes 
yielding  14.75%.  It  was  the  first  offer- 
ing from  Morgan's  new  junk  bond  de- 
partment, and  the  issue  was  nicely 
oversubscribed. 

Andre  Meyer  may  have  been  right 
about  buying  cheap,  but  when  it  came 
to  selling  stock,  Price  sold  dear.  The 
Morgan  Stanley  deal  raised  an  addi- 
tional $12.4  million,  after  commis- 
sions, by  selling  875,000  shares  of 
common  stock  at  15 'A.  Some  early 
investors — Price  wasn't  among 
them — took  the  occasion  to  unload 
625,000  shares  at  the  same  price. 
With  shares  now  selling  for  around 
12,  that  15 'A  offering  price  wasn't 
much  of  a  bargain  for  investors. 

Never  mind.  The  Morgan  deal  was 
just  what  Price's  balance  sheet  need- 
ed. Right  away,  the  company  paid  off 
$48  million  in  floating-rate  bank 
debt — half  of  which  made  possible  the 
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purchase  of  the  television  stations  at 
the  end  of  1984.  That  left  about  $47 
million  in  cash,  money  that  could 
soon  be  spent  on  acquisitions.  The 
junk  bonds  let  Price  switch  his  float- 
ing-rate debt  into  long-term,  fixed- 
rate  financing. 

The  result  of  all  the  dealing?  Mostly 
a  lot  of  growth.  Last  year  revenues 
after  agency  commissions  at  Price 
Communications  nearly  quintupled, 
to  $24  million  pro  forma,  against  $5 
million  in  1983.  A  more  important 
measure,  broadcasting  cash  flow  (op- 
erating income  before  deductions  for 
interest  and  depreciation),  has  grown 
to  $9  million  pro  forma  from  $2  mil- 
lion in  1983,  thus  increasing  the  net 
worth  of  the  company. 

What  about  earnings?  There  aren't 
any.  With  $67  million  in  long-term 
debt,  $12  million  in  annual  interest 
payments  and  preferred  stock  divi- 
dends, Price  Communications  has 
never  shown  aftertax  earnings.  Don't 
expect  any  in  1985,  either,  thanks  to 
all  the  interest  deductions  coupled 
with  depreciation  on  newly  acquired 
properties. 

But  reported  earnings  isn't  Price's 
game.  It's  cash  flow.  Price  Communi- 
cations showed  a  $2.3  million  loss 
last  year  but  generated  $9  million  in 
cash  from  operations.  That  plus  $4 
million  in  interest  income  was  more 


than  enough  to  cover  the  company's 
$12  million  in  annual  debt  service  and 
preferred  stock  dividends. 

In  the  broadcast  industry,  cash  flow 
is  the  yardstick  used  to  determine  the 
value  of  a  property.  At  a  time  when 
television  stations  are  often  traded  at 
10  to  14  times  cash  flow,  and  radio 
stations  at  8  or  9  times,  Price  has  been 
paying  7.5  times  trailing  cash  flow  for 
radio  and  9.25  for  television  by  pick- 
ing up  properties  in  smaller  markets 
bypassed  by  Gannett,  Cox  or  Capital 
Cities  Communications.  Small  can  be 
beautiful,  too,  in  broadcasting. 

Consider  Price's  tactics  in  his  ac- 
quisition, in  1982,  of  WOWO-AM,  in 
Fort  Wayne,  Ind.  He  bought  the 
50,000-watt  station,  at  7.4  times  cash 
flow,  for  $6  million.  All  of  that  was 
borrowed,  most  of  it  from  a  bank  at 
prime  plus  half  a  point.  But  Price 
raised  another  $2  million  by  selling 
convertible  debentures  and  convert- 
ible preferred  stock  to  institutional 
investors.  The  stock  price  rose,  and 
Price  forced  the  conversion  of  both 
into  common.  This  eliminated  debt 
service  and  instantly  increased  the 
company's  equity  base. 

So  far,  aggressive  sales  coupled  with 
budget  cutting  have  been  paying  off  at 
stations  like  WOWO.  There,  cash 
flow  has  gone  from  $750,000,  when 
Price  acquired  it,  to  $1.1  million. 


With  the  new  war  chest  provided  by 
Morgan  Stanley,  Price  is  naturally 
looking  for  more  properties  to  ac- 
quire. One  deal  that  is  currently 
awaiting  FCC  approval  is  for  WIBA- 
AM/FM  in  Madison,  Wis.,  for  which 
he  paid  $5.5  million. 

What's  the  downside?  Price  insists 
he  can  continue  to  service  his  debt 
from  broadcast  cash  flow  and  interest 
income,  and  keep  growing.  But  if  the 
economy  turns  sour  and  advertising 
revenues  drop,  Price  could  soon  be 
back  in  the  market  faster  than  he  ex- 
pected— this  time  as  a  seller. 

Still,  things  seem  to  be  looking  up 
for  Price.  He  seems  to  be  getting  some 
respect  from  money  managers — over 
60%  of  Price  Communications  stock 
is  held  by  institutions.  And  he's  doing 
all  right  for  himself.  Bob  Price  owns 
6.6%  of  the  common,  worth  $7.3  mil- 
lion at  recent  prices. 

He  also  paid  in  just  $125,000  for 
some  specially  issued  junior  stock 
that  can  be  converted  into  common 
valued  at  $17.5  million  if  Price  Com- 
munications hits  $22.40  per  share  for 
six  months.  "It  rewards  perfor- 
mance," Price  says. 

That  isn't  a  bad  incentive  for  any- 
one, but  it's  not  all  that  easy  to  do. 
It  may  be  particularly  hard  for 
someone  as  heavily  burdened  by 
debt  as  Price.  — Jeffrey  A.  Trachtenberg 


Volvo  is  owned  by  150,000  share- 
holders, INCLUDING  MANY  VOLVO 
EMPLOYEES  IN  SWEDEN.  THREE- 
FOURTHS  OF  THE  SHAREHOLDERS 
OWN  FEWER  THAN  200  SHARES  EACH. 
THE  LARGEST  HAS  LESS  THAN  6%  OF 
THE  VOTING  RIGHTS.  VOLVO  SHARES 
ARE  DISTRIBUTED  MORE  WIDELY 
THAN  THOSE  OF  ANY  OTHER  COR- 
PORATION IN  SWEDEN.  ,r_ 


VOLVO 


Taxing  Matters 


Can  lawmakers  repeal  tax  exemption  for 
the  credit  unions,  which  have  50  million 
members  and  $115  billion  in  assets? 

The  900-pound 
canary 


Edited  by  Geoffrey  Smith 


Chas  B  Sladcman 


By  Jane  Sasseen 


One  measure  of  how  desperate 
for  cash  Congress  has  become 
is  that  the  lawmakers  are  actu- 
ally talking  about  taxing  credit 
unions.  Proposals  that  would  limit  or 
end  the  longstanding  tax  exemption 
for  credit  unions  are  to  be  found  in  six 
major  tax  bills — plus  the  Treasury 
proposal. 

Short  of  stripping  tax  exemption 
from  home  mortgage  interest  pay- 
ments, it  is  hard  to  think  of  a  more 
politically  unpopular  move.  Fifty  mil- 
lion Americans  belong  to  credit 
unions.  That's  a  lot  of  angry  letters. 
Add  to  that  the  fact  that  the  Navy  and 
the  Pentagon  run  the  two  largest  cred- 
it unions  in  the  country,  and  that  80% 
of  the  people  who  live  or  work  in 
Washington,  D.C.  belon 
union.  "Credit  unions  a  900- 

pound  canary,"  says  Dan  \ 
staff  director  of  the  Sei 
Committee.    "Who    wanto 
that?" 

But  with  a  $200  billion  budget  defi- 


cit, legislators  are  starting  to  think 
the  unthinkable.  "Congress  is  looking 
to  turn  up  revenue  rocks  wherever 
they  can  find  them,"  says  Karl  Hoyle, 
director  of  the  Credit  Union  National 
Association's  Washington,  D.C.  of- 
fice. "There  are  fewer  and  fewer  left, 
so  they're  coming  after  us." 

The  exempt  status  took  hold  in  the 
Depression,  when  workers  formed 
volunteer  credit  unions  because  they 
couldn't  get  a  bank  loan.  Members 
worked  for  the  same  employer  and  ran 
the  credit  unions  themselves.  The 
unions  were  nonprofit,  so  income 
showed  up  in  the  form  of  cheaper 
loans.  Congress  left  them  alone. 

But  times  have  changed.  After  a  de- 
cade of  heavy  deregulation,  many 
credit  unions  now  look  a  lot  more  like 
banks  than  like  small,  member-run 
co-ops.  Once  limited  to  savings  ac- 
counts and  consumer  loans,  most 
large  credit  unions  offer  checking  ac- 
counts, IRAs  and  CDs,  and  some  even 
offer  home  mortgages.  The  ten  largest 
credit  unions,  catering  mostly  to  gov- 
ernment and  airline  industry  employ- 
ees, have  over  $7  billion  in  combined 
assets.  No  longer  must  members 
work  for  the  same  employer.  The  Al- 
buquerque Bell  Federal  Credit  Union, 
for  example,  was  once  the  preserve  of 
the  phone  company.  It  now  numbers 
the  writers  and  editors  of  Albuquerque 
journal  and  the  Albuquerque  Tribune 
among  its  ranks. 

Banks  and  thrifts  are  howling  that 
the  credit  unions  have  an  unfair  ad- 
vantage. Small  wonder.  No  taxes 
means  cheaper  loans.  Credit  unions 
averaged  13.5%  on  an  auto  loan  at  the 
end  of  last  year,  while  banks  were 
around  13.9%.  No  taxes  also 
means  higher  interest  for  depositors — 


credit  unions  pay  about  5.5%  to  6% 
on  a  checking  account  and  7.5%  on 
passbook  savings.  "They  act  like  oth- 
er depository  institutions,"  says  Phil- 
ip Gasteyer,  Washington,  D.C.  head 
of  the  U.S.  League  of  Savings  Institu- 
tions. "If  they  want  the  opportunities, 
they  ought  to  have  the  burdens." 

Naturally,  the  credit  unions  argue 
that  they  aren't  the  same  at  all.  Their 
loans  are  cheap  because  they  have  low 
overhead  and  do  not  have  to  pay  divi- 
dends to  shareholders  or  salaries  to 
directors,  they  say.  Their  depositors 
elect  the  board  of  directors.  "Tax  us 
and  volunteer  credit  unions  will  die," 
says  Thomas  Ryan,  who  runs  the  Al- 
buquerque Bell  credit  union. 

That  argument  has  worked  in  the 
past,  but  credit  unions  may  be  too 
easy  a  target  to  pass  up  this  year.  The 
prospect  of  an  estimated  $200  million 
a  year  in  additional  revenue  will  be 
very  hard  to  ignore,  and  besides,  Con- 
gress can  use  tax  equity  as  a  rationale. 

The  irony  is  that  if  Congress  ever 
does  pass  a  tax  bill,  it's  unlikely  it  will 
get  anything  close  to  $200  million  out 
of  the  credit  unions.  Most  of  the  cur- 
rent proposals  would  take  about  a 
quarter  of  their  net  income  in  tax.  But 
credit  unions  can  easily  make  that 
income  disappear,  funneling  it  out  in 
cheaper  loans  and  higher  interest 
rates  for  depositors.  With  no  share- 
holders around  to  pressure  for  earn- 
ings, don't  count  on  there  being  much 
income  left  at  tax  time. 

Congressmen  know  that,  of  course. 
So  all  the  noise  Congress  is  making 
now  may  simply  be  a  ploy  to  wring  a 
compromise  out  of  the  credit  unions. 
Two  likely  compromises:  no  exemp- 
tion but  a  big  pretax  reserve,  or  a  two- 
tier  system  whereby  the  big  guys 
cough  up  some  taxes  and  Congress 
leaves  the  tiny  credit  unions  alone. 

Look  out  for 
the  "lien  and  levy" 

If  you  are  audited  and  the  IRS 
demands  an  additional  payment, 
don't  think  you  can  ignore  it.  You 
may  learn — painfully — about  what 
the  taxmen  call  the  "lien  and  levy."  It 
can  be  devastating. 

It  works  like  this:  Suppose  it  is  de- 
cided you  owe  the  IRS  money.  Within 
60  days  a  bill  will  be  mailed  to  your 
last  known  address.  If  within  10  days 
you  haven't  paid,  the  taxmen  auto- 
matically have  a  lien  on  all  the  per- 
sonal and  real  property  you  own  at  the 
time  and  all  your  rights  to  such  prop- 
erty— dividends  declared  but  not  yet 
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paid  to  you,  for  example,  or  an  inheri- 
tance when  it  comes  down.  If  the  IRS 
thinks  it's  in  danger  of  not  collecting 
at  all,  it  can  move  on  that  lien  imme- 
diately after  notifying  you.  While 
state  law  determines  what  you  actual- 
ly own,  federal  law  determines  the 
disposition  of  your  assets.  The  lien 
lasts  until  the  amount  owed  is  paid  or 
is  judged  uncollectible,  after  six  years 
(unless  the  Service  can  show  that 
there  is  still  a  reasonable  chance  of 
collection). 

After  that  same  ten-day  notice  the 
IRS  can  then  slap  a  levy  on  your  wages 
or  salary  that  leaves  you  just  $75  a 
week  to  live  on — $100  a  week  if  you 
are  married,  and  an  additional  $25  a 
week  for  each  dependent.  You  do  get 
to  keep  some  clothes,  household 
items,  schoolbooks  and  tools  of  the 
trade,  up  to  certain  maximum 
amounts.  But  how  you  scrape  enough 
together  to  feed  yourself  is  up  to  you. 
(Needless  to  say,  the  Service  exempts 
the  amount  withheld  from  your  sala- 
ry for  this  year's  taxes.) 

Why  should  the  IRS  be  so  vindic- 
tive? "They're  trying  to  set  exam- 
ples," says  Robert  S.  Taft,  senior  tax 
partner  at  New  York's  Wofsey,  Certil- 
man,  Haft,  Lebow  &  Balin,  who  has  a 
restaurateur  client  in  exactly  this 
pickle.  "The  only  way  they're  going  to 
get  enforcement  is  to  let  people  know 


what  really  terrible  things  can  happen 
if  they  don't  perform." 

The  only  way  to  avoid  disaster  on 
the  hen  and  levy,  advises  Taft,  is  to 
work  out  a  payout  with  the  IRS  the 
minute  you  get  the  bill.  "They  will  sit 
down  and  negotiate  with  you.  But  you 
just  don't  ignore  them  and  think 
they'll  go  away.  They  won't."— G.S. 

High-level  scrutiny 

No  wilderness  refuge  is  too  remote 
for  our  tireless  taxmen:  Hot  off 
the  IRS  presses  is  its  proposed  deter- 
mination (within  2,000  feet  of  accura- 
cy) of  the  longitudes  and  latitudes  of 
the  187  highest  peaks  and  elevations 


Cha,s  B  Slackrnan 


of  the  Aleutian  Islands. 

Doesn't  the  Service  have  better 
things  to  do  than  mapping  godforsak- 
en peaks?  That  depends  on  how  you 
feel  about  the  windfall  profits  tax. 
Congress  tends  to  pass  tax  laws  under 
great  pressure  and  lets  the  IRS  decide 
exactly  what  the  laws  will  mean  via 
regulations  (Forbes,  Mar.  11). 

Trouble  is,  Congress  doesn't  always 
think  too  clearly.  To  encourage  oil 
production  in  Alaska's  coldest  re- 
gions, where  recovery  is  costlier,  law- 
makers exempted  some  of  the  state's 
oil  from  the  tax.  But  Congress  didn't 
realize  that  included  the  northern 
part  of  each  Aleutian  island  as  well  as 
the  waters  north  of  it.  To  define  the 
northern  parts,  the  Service  had  to 
draw  an  imaginary  line  connecting 
the  highest  points  of  each  island. 

The  Service  is  a  bit  late.  Although 
Congress  enacted  the  tax  in  1980,  the 
proposed  exemption  regulations  were 
issued  just  last  month  (retroactive  to 
March  1980,  of  course). 

But  don't  think  the  IRS  was  five 
years  late  because  some  poor  soul  was 
up  there  trudging  around  the  Aleu- 
tians for  five  years  with  parka  and 
yardstick.  The  measurements  were 
made  from  maps.  A  better  explana- 
tion for  the  delay,  says  the  drafter,  is 
sheer  bureaucracy.  And  just  way  too 
many  tax  laws. — Laura  Saunders 


volvo'  is  latin  for  t  roll.' 

Today  volvo  manufactures  (and  develops  and  designs 
and  tests  and  redesigns  and  develops...)  gasoline 
engines  -  both  normally  aspirated  and  turbo- 
charged,  heavy  diesel  engines,  medium  size  diesel  en- 
gines, small  diesel  engines,  heavy  duty  gearboxes, 
car  transmissions,  flywheel  transmissions,  hydraul- 
ic transmissions,  marine  transmissions  for  work  or 
pleasure  boats,  stern  drives  -  with  or  without 
duoprop  (contra-rotating  propellers),  front  axels 
and  rear  axels  for  trucks  (single  or  tandem  drive), 
front  wheel  suspensions  and  rear  axels  for  cars... 

These  are  just  some  of  the  components  for  our  cars, 
trucks,  buses,  construction  equipment  and  boats.  we 

ALSO  MAKE  JET  ENGINES  FOR  FIGHTER  PLANES,  ENGINE  PARTS 

for  rockets... 

That's  a  lot  of  ways  of  making  things  roll.        _«*_ 


On  the  Docket 


Who  gets  stuck  with  the  bill  for  abandoned 
nuclear  power  plants?  The  consumer 
now?  Or  the  consumer  later? 


The  albatross 


By  Catherine  Tang 


Who  pays  for  all  those  nuclear 
plants  that  either  aren't 
needed  or  are  deemed  too 
costly  to  finish  (Forbes,  Feb.  //)?  The 
public  for  whom  the  power  was  in- 
tended? Or  the  company  whose  man- 
agers made  the  decisions  to  go  ahead? 
The  courts  will  be  wrestling  with  this 
one  for  years,  and  the  shadow  will 
hang  over  many  utility  stocks.  At  the 
moment,  things  don't  look  very  good 
for  the  shareholders. 

Case  in  point:  Several  years  ago  the 
Northern  Indiana  Public  Service  Co. 
(Nipsco)  asked  permission  to  charge 
its  customers  over  a  period  of  time  for 
the  $190  million  it  had  invested  in  its 
canceled  Bailly  1  nuclear  plant.  Fair 
enough,  said  the  Public  Service  Com- 
mission of  Indiana.  In  Septem- 
ber 1982,  it  allowed  Nipsco  to 
recover  the  costs  in  higher 
rates  spread  out  over  a  15-year 
period. 

The  commission  wasn't  be- 
ing overly  generous,  mind  you. 
The  utility  would  collect  no 
return  on  the  money  it  spent 
and  would  get  it  back  only 
over  a  long  period  of  time.  It 
was  a  way  of  dividing  the  pain 
between  the  customers  and 
the  utility. 

However,  self-appointed 
consumerists  objected.  They 
said  the  company  should  ab- 
sorb the  entire  loss.  Last  De- 
cember the  Court  of  Appeals 
of  Indiana  agreed  with  them. 
Narrowly  applying  the  letter 
of  the  law,  the  court  interpret- 
ed regulations  to  mean  that 
costs  could  be  re^  only 

for  a  plant  that  was 


useful."  Therefore  the  $190  million 
loss  should  be  shouldered  by  the  util- 
ity and  its  shareholders,  not  by  the 
"unconsulted,  unrepresented  and  cap- 
tive rate  payers." 

Nipsco  is  appealing  the  ruling,  but 
shivers  are  running  through  the  util- 
ity industry.  The  judge  ruled  that 
building  the  plants  was  simply  bad 
business  judgment.  Here  he  seems  on 
slippery  ground.  Power  demand  was 
growing  rapidly  when  the  plant  went 
to  the  drawing  boards,  and  OPEC  soon 
threatened  to  strangle  the  world's  oil 
supplies.  Had  oil  continued  its  seem- 
ingly inexorable  climb,  wouldn't  the 
utility  managements  have  been  guilty 
of  bad  judgment  if  they  had  neglected 
to  build  the  plants? 

When  Nipsco  applied  for  a  con- 
struction permit  in  1970,  Bailly  was 


expected  to  cost  $180  million  at  com- 
pletion in  1976.  By  1981,  however,  the 
completion  date  had  been  extended 
beyond  1989  and  the  projected  cost 
had  risen  to  $2.1  billion.  When 
Nipsco  decided  it  could  build  and  op- 
erate a  coal-fired  plant  for  less,  it 
abandoned  the  nuclear  project.  In  all 
that  time  there  had  been  only  15 
months  of  actual  construction  be- 
cause of  countless  entanglements 
with  regulatory  authorities  and  public 
interveners. 

Were  the  court  and  the  consumer 
activists  really  helping  the  public? 
Maybe  not.  If  the  decision  holds,  writ- 
ing off  Bailly's  costs  will  result  in  an 
operating  loss  for  Nipsco  that  is  sure 
to  hurt  the  utility  in  the  credit  mar- 
ket. That  in  turn  means  Nipsco's  cost 
of  capital  will  rise  for  future  projects, 
which  the  rate  payers  will  eventually 
have  to  pay. 

In  contrast,  the  Public  Service 
Commission's  overruled  decision  bal- 
ances shareholder  and  rate  payer  in- 
terests. Both  rate  payer  and  utility 
would  bleed  a  little.  "This  is  the  ma- 
jority rule  of  most  commissions," 
says  Charles  Gray,  assistant  general 
counsel  at  the  National  Association 
of  Regulatory  Utility  Commissioners. 
If  the  "used  and  useful"  rules  con- 
tinue to  be  applied  to  these  abandoned 
plants,  cautious  utility  management 
might  decide  to  put  off  building  new 
plants  until  the  lights  actually  start 
dimming.  Is  that  what  the  courts  real- 
ly want? 

Nervously  awaiting  the  final  deci- 
sion on  Bailly  is  the  neighboring  Pub- 
lic Service  of  Indiana.  It  has 
petitioned  the  commission  to 
recover  the  costs  of  its  huge 
Marble  Hill  nuclear  plant,  can- 
celed in  November  1984  with 
sunk  costs  of  $2.3  billion.  If 
those  costs  are  disallowed, 
says  PSI's  management,  it 
could  "threaten  the  com- 
pany's continued  existence." 

PSI  is  not  alone.  More  than 
50  nuclear  reactors  have  been 
canceled  by  the  utility  indus- 
try since  1980.  Although  most 
have  relatively  small  sunk 
costs,  one  plant  canceled  last 
year  has  even  larger  costs  than 
Marble  Hill's — Consumers 
Power's  Midland  nuclear  plant 
in  Michigan.  It  had  $4  billion 
in  sunk  costs. 

Making  the  utilities  pay  for 
the  full  freight  might,  in  the 
long  run,  cost  the  consumers  a 
pretty  penny.  ■ 
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Numbers  Game 


Why  is  this  property-casualty  insurance 
slump  so  prolonged  and  tenacious?  You  11 
find  one  reason  buried  in  the  accounting. 


Skinning  the  cat 


By  Richard  Morais 


It's  no  secret  that  the  liquid  as- 
sets and  multimillion-dollar  port- 
folios of  insurance  companies 
make  them  ideal  bases  for  takeover 
artists  and  conglomerators. 

Baldwin-United's  Morley  Thomp- 
son, for  example,  was  a  conglomera- 
tor  who  mastered  the  art  of  liberating 
the  assets  of  the  37  insurance  compa- 
nies his  firm  came  to  hold.  One  of  his 
techniques  involved  swapping  the  un- 
marketable securities  of  an  affiliate 
with  the  publicly  traded  securities 
held  in  the  insurance  company  portfo- 
lios. Another  was  to  shift,  through  a 
reinsurance  treaty,  the  insurance  divi- 
sions' operating  losses  to  profitable 
noninsurance  divisions  that  could  use 
them  as  a  tax  shelter. 

But  there  are  plenty  of  aboveboard, 
though  equally  manipulative,  gam- 
bits you  can  employ  with  insurance 
company  subsidiaries  if  your  objec- 
tives are  not  purely  insurance-related. 
"Some  corporations  .  .  .  essentially 
acquire  these  property  and  casualty 
companies  as  a  tax  shelter,"  says 
Andy  Pike,  a  former  Treasury  official 
now  teaching  at  American  Universi- 
ty. "You  can't  prove  intent,  but  you 
can  prove  that's  the  effect." 

One  example  of  the  benefits:  Sears, 
Roebuck  &  Co.'s  reported  income  tax 
rates  ranged  from  1.6%  to  30.2%  be- 
tween 1981  and  1983.  "The  low  effec- 
tive rates,"  reads  the  company's  an- 
nual report,  "result  primarily  from 
tax-exempt  income  of  Allstate  Insur- 
ance Group.  .  .  ." 

It  is  because  of  the  effects  of  con- 
solidating with  other  companies, 
many  argue,  that  the  property  and  cas- 
ualty business  is  as  depressed  as  it  is. 


The  fact  is,  diversified  companies  that 
own  insurance  subsidiaries  have  an 
economic  incentive  to  write  under- 
priced  insurance.  "The  worst  thing  in 
the  world  for  the  property-casualty 
industry,"  says  David  O'Leary,  direc- 
tor of  research  at  the  institutional  bro- 
kerage firm  of  Fox-Pitt,  Kelton,  "is  to 
have  noninsurance  industrials  own- 
ing the  companies." 

The  Byzantine  world  of  insurance 
accounting  makes  all  this  possible,  of 
course.  Any  P&C  company,  through  a 


complicated  formula  using  tax- 
exempt  income,  loss  carryforwards 
and  loss  carrybacks  and  deferred  tax 
liabilities,  can  significantly  cut  pretax 
losses  with  tax  credits. 

But  for  independent  companies,  the 
credits  can  eventually  be  exhausted, 
and  the  firms  can  start  to  bear  the  full 
brunt  of  their  losses  on  the  bottom 
line.  That's  happening  now.  Take 
USF&G  Corp.,  whose  earnings 
dropped  from  $276  million  in  1983  to 
$4  million  last  year.  The  situation 
was  worse  at  the  St.  Paul  Cos.,  which 
has    traditionally    outperformed    the 


market  with  prudent  underwriting. 
St.  Paul  ran  in  the  red  last  year,  partly 
because  income  tax  credits  were 
down  to  $27.5  million. 

By  contrast,  conglomerate-owned 
property  and  casualty  companies  now 
have  a  huge  advantage.  As  long  as 
there  is  enough  taxable  income  to  off- 
set elsewhere  in  the  conglomerate, 
they  can  get  full  use  of  the  tax  bene- 
fits. They  can  keep  on  accumulating 
the  sheltering  deferrals  that  the  inde- 
pendents are  running  out  of.  For  ex- 
ample, ITT's  Hartford  Insurance, 
which  had  $264  million  in  tax  credits 
last  year,  up  50%  from  1983,  is  in  no 
danger  of  running  out  soon — a  good 
deal  for  ITT  as  long  as  the  rest  of  the 
conglomerate  stays  in  the  black. 

Equally  worrying  for  the  indepen- 
dents is  a  law  that  came  into  effect  in 
1981  that  allows  life  insurance  firms 
(which  also  have  plenty  of  taxable  in- 
come) to  consolidate  with  property- 
casualty  companies — one  reason  for 
the  birth  of  Cigna. 

Many  industry  observers  believe 
that  Crum  &  Forster  was  running  out 
of  deferred  tax  liabilities  when  it  sold 
out  to  Xerox  in  1983.  As  part  of  Xerox, 
in  1983  Crum  &  Forster  could  afford 
to  keep  91.7%  of  its  pretax  income  in 
tax-exempts.  Result:  After  deducting 
tax-free  income,  C&T  had  an  operat- 
ing loss  for  tax  purposes  and  could 
produce  a  $17.7  million  income  tax 
benefit  to  Xerox.  With  C&F  remain- 
ing up  to  its  neck  in  tax-exempts,  it's 
not  surprising  that  Xerox  later  ac- 
quired Van  Kampen  Merritt  Inc.,  one 
of  the  largest  sponsors  of  tax-exempt 
trusts.  From  Xerox'  point  of  view,  it's 
all  a  neat  fit. 

From  an  insurance  point  of  view, 
though,  these  benefits  from  consoli- 
dation sour  the  market,  prolonging 
the  price-cutting  and  driving  compa- 
nies with  sound  insurance  objectives 
to  the  wall.  "The  underwriting 
mechanism  breaks  down,"  says 
O'Leary.  "That's  one  of  the  reasons 
why  things  have  gotten  so  sloppy." 

Says  Walter  Vinyard,  a  partner  at 
Zuckert,  Scoutt,  Rasenberger  &  John- 
son: "All  this  just  encourages  the  sale 
of  insurance  on  a  noneconomic  basis. 
You  no  longer  are  looking  at  what 
your  pricing  of  insurance  is,  as  long  as 
it  is  going  to  help  you  out  on  a  con- 
solidated basis.  It  raises  the  question 
of  whether  an  unaffiliated  company 
can  continue  doing  business  in  this 
market."  No  wonder  the  indepen- 
dents are  being  forced  into  the  arms  of 
conglomerates  with  plenty  of  taxable 
income.  ■ 
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Marketing 


Edited  by  Stephen  Kindel 


Why  so  many  new  brands  of  breath  mints? 
Because  European  confectioners  have  a 
taste  for  our  candy  market. 

Invaders  in 
small  packages 


By  Raymond  Goydon 


ONE  OF  THE  HOTTEST  food  im- 
ports from  Italy  currently  re- 
tails in  U.S.  stores  at  $16  per 
pound.  Porcini  mushrooms,  perhaps? 
Perugina  chocolates?  Guess  again.  It's 
Tic  Tac  breath  mints,  made  by  Turin- 
based  Ferrero  SpA,  one  of  the  lesser- 
known  candy  giants  in  a  world  domi- 
nated by  Mars,  Inc.  and  Hershey 
Foods  Corp. 

Tic  Tacs,  along  with  other  European 
mints,  Velamints  from  West  Ger- 
many, Mentos  from  Holland  and  Vi- 
kings from  Denmark,  are  the  leading 
edge  of  a  European  marketing  thrust 
into  the  $6. /billion  U.S.  candy  market. 


The  European  confectioners  see  an 
underdeveloped  territory.  "Per  capita 
candy  consumption  in  England  is  half 
again  as  much  as  here,"  says  Steven 
Bruner,  marketing  director  of  Van 
Melle,  the  U.S.  distributor  of  the  Hol- 
land-made Mentos  brand.  And,  led  by 
Tic  Tac's  approximately  $60  million 
in  sales,  the  Europeans  have  taken 
20%  of  the  $600  million  U.S.  mint 
and  hard  candy  market. 

Why  mints  when  there  is  an  even 
bigger  market  in  candy  bars?  Cost  of 
entry,  for  one  thing.  "To  get  a  product 
such  as  a  chocolate  candy  bar  into  the 
mainstream  today  would  cost  about 
$20  million  in  advertising  alone," 
says  Bruner,  "and  the  foreign  manu- 


facturers don't  have  it."  Longer  shelf 
life,  for  another.  In  setting  up  a  distri- 
bution system  on  the  vast  American 
continent,  the  European  candymakers 
would  have  risked  stale  product  and 
spoiled  reputations  with  their  candy. 

Finally,  mints  offer  fat  margins.  All 
mints  are  basically  sugar  (or  some 
sugar  substitute  such  as  sorbitol), 
with  starch,  gum  arabic  and  natural  or 
artificial  flavoring  thrown  in.  With  an 
eye-catching  package,  Tic  Tac  is  able 
to  sell  these  inexpensive  ingredients 
at  $16  a  pound. 

It  hasn't  all  been  taking  candy  from 
a  baby.  When  Ferrero  began  selling 
Tic  Tac  in  the  U.S.  in  1971,  it  met 
with  immediate  success.  And  imme- 
diate competition.  Fred  Pompa,  senior 
brand  manager  at  Ferrero  USA,  says 
that  by  1974  look-alike  products, 
such  as  Dynamints  from  Warner- 
Lambert,  were  eating  into  Tic  Tac's 
market. 

More  important  from  a  competitive 
standpoint,  the  U.S.  manufacturers, 
through  their  advertising  and  flavor 
assortments,  shifted  the  market  from 
adults  to  children.  So  Tic  Tac  fol- 
lowed the  Americans'  lead  and  court- 
ed the  notoriously  fickle  children's 
market. 

The  move  proved  nearly  fatal  for 
the  Italians.  By  1977  children  had 
switched  to  soft  bubble  gums  and 
competition  in  mints  had  intensified. 
Several  new  European  products,  in- 
cluding sugar-free  Velamints  from 
West  Germany's  second-largest  candy 
company,  Rachengold,  and  the  Men- 
tos brand  from  Holland,  had  made 
their  way  stateside. 

"It  was  very  difficult  for  us  to  hold 
on  to  the  novelty  children's  market," 
says  Pompa.  "At  the  same  time,  what 
was  left  of  our  adult  franchise  was 
being  wooed  by  the  sugar-free  items." 
During  this  period,  Tic  Tac's  market 
share  dropped  to  2.5%,  down  from  a 
high  of  almost  10%. 

After  a  year  during  which  Ferrero 
pulled  all  its  brand  advertising  and 
dropped  its  national  distributor  in  fa- 
vor of  a  network  of  brokers,  a  reposi- 
tioned Tic  Tac  emerged.  The  kiddie 
flavors  were  eliminated  and  a  new 
advertising  campaign  aimed  at  adult 
consumers  was  introduced. 

The  new  strategy  worked:  In  the 
last  five  years  Ferrero  has  recaptured 
almost  all  the  share  points  lost  in  the 
late  1970s.  It  has  since  added  one  new 
product,  Mon  Cheri  chocolates,  to  its 
American  line,  and  it  plans  to  bring  a 
host  of  other  products  here  this 
spring,  as  do  other  European  candy- 
makers.  The  mints  have  sharpened 
their  appetite. 
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Small  Wonder 


At  last,  pocket-size  radar  protection. 

New  PASSPORT  can  go  with  you  anywhere. 


Quite  simply,  PASSPORT  is  the 
smallest  superheterodyne  radar 
detector  ever  made— only  W  tall, 
2Ya  "  wide,  and  4Y2 "  long.  It  fits  your 
pocket  as  easily  as  a  cassette  tape. 

SMD  Technology 

This  miniaturization  is  possible 
only  with  SMDs  (Surface  Mounted 
Devices),  micro- electronics  com- 
mon in  satellites  but  unprecedented 
in  radar  detectors.  In  fact,  PASSPORT 
is  so  new  the  magazine  testers 
haven't  even  had  a  chance  to  select 
their  superlatives. 

Press  Release 

When  the  magazines  do  catch 
up,  they'll  report  excellent  per- 
formance. More  than  early  warning, 
PASSPORT  also  provides  a  precise 
measure  of  radar  range.  Simply  turn 
PASSPORT  on  and  set  the  volume 
level.  At  radar  contact,  the  alert  lamp 
lights  and  the  variable-pulse  audio 
begins  a  slow  warning:  "beep"  for 
X  band  radar,  "brap"  for  K  band. 
Simultaneously  a  bar  graph  of 


Hewlett-Packard  LEDs  shows  signal 
strength.  A  photocell  even  adjusts 
the  alert  brightness  to  the  light  level 
in  your  car. 


PASSPORT  is  about  the  size  of  a  cassette  tape. 


PASSPORT  comes  with  a  fitted  leather  case. 

Behind  the  Wheel 

As  you  get  closer,  the  pulse 
quickens  and  the  bar  graph 
lengthens.  And  if  you  should  want 
to  defeat  the  audio  warning  during 
a  long  radar  encounter,  a  special 
"mute"  switch  allows  you  to  defeat 
the  audio,  yet  leave  PASSPORT  fully 
armed  for  the  next  encounter.  You 
get  the  complete  radar  picture. 

Upwardly  Mobile 

You  can  take  PASSPORT  any- 
where: on  an  airplane  to  another 
city,  or  to  work  for  trips  in  the 
company  car.  Just  install  on  dashtop 
or  visor,  then  plug  into  your  lighter. 
PASSPORT  keeps  such  a  low  profile, 
it  can  be  on  duty  without  anyone 


noticing.  And  PASSPORT  comes 
complete  with  a  visor  clip,  wind- 
shield mount,  straight  cord,  coiled 
cord  —  even  a  leather  travel  case. 
And  we  back  PASSPORT  with  a  full 
one  year  limited  warranty. 

Order  Today 

Try  a  PASSPORT  in  your  poc- 
ket. Call  us  toll  free.  When  your 
PASSPORT  arrives,  take  the  first  30 
days  as  a  test.  If  you're  not  com- 
pletely satisfied,  return  it  and  we'll 
refund  your  purchase  and  your 
mailing  costs.  You  can't  lose. 

Call  Toll  Free  800-543-1608 

In  Ohio  Call  800-582-2696 


VISA 

89 

$295  (OH  res.  add  $16.23  tax) 
Pocket-Size  Radar  Protection 

Cincinnati  Microwave 
Department  100-044-C17 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


PASSPORT 

RADAR-RECEIVER 


©  1984  Cincinnati  jMicrowave,  Inc. 
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The  pothole  season  is  back  with  us  and, 
once  again,  the  outlook  is  grim.  But  does  it 
really  need  to  be  so? 

A  little 
long-delayed 
maintenance 


By  Kelly  Costigan 


T|  his  spring,  as  in  years  past, 
U.S.  roads  should  sprout  a  stag- 
gering 56  million  potholes.  Like- 
ly to  be  hardest  hit  are  cities  like 
Chicago  and  Detroit,  which  have  en- 
dured harsh  winters.  But  even  they 
pale  in  comparison  with  New  York, 
which  has  an  estimated  700,000  pock- 
marks  in  its  streets. 

Curiously  though,  European  cities 
don't  seem  to  suffer  from  the  same 
kind  of  asphalt  acne.  A  milder  climate 
abroad  is  part  of  the  reason.  But  more 
important,  says  Gary  Byrd,  interim 
director  of  the  Strategic  Highway  Re- 
search Program  (SHRP),  a  research 
project  organized  by  state  highway 


and  transportation  officials,  is  main- 
tenance. "Britain  and  West  Germany 
have  much  more  quality  control  in 
their  highway  systems,"  Byrd  says. 
"Our  focus  has  always  been  on  ex- 
panding and  not  on  maintenance. 
Now  we're  paying  the  price." 

Just  how  different  road  mainte- 
nance is  in  Europe  is  illustrated  by  the 
London  borough  of  Newham.  It 
spends  about  $3  million  a  year  to 
maintain  240  miles  of  roads.  By  con- 
trast, New  York  City  spends  about 
the  same  amount  on  preventive  main- 
tenance for  6,200  miles  of  highways 
and  streets.  Perhaps  as  a  consequence, 
it  incured  a  bill  for  resurfacing  roads 
that  hit  $40  million  last  year. 

New  York  is  not  alone.  After  years 


of  putting  repairs  on  the  back 
burner — from  potholes  and  crumbling 
highway  entrance  ramps  to  defective 
bridges — federal,  state  and  city  high- 
way authorities  are  allocating  billions 
of  dollars  for  restoration,  and  in  the 
next  few  years  the  SHRP  will  be  try- 
ing a  host  of  innovative  techniques 
and  materials  to  help  shore  up  the 
U.S.  highway  system. 

There  is  much  to  be  done.  Nearly 
63%  of  the  interstate  and  other  major 
highways  in  the  U.S.  are  in  poor  to  fair 
shape,  according  to  the  Federal  High- 
way Administration  (FHWA).  Federal 
authorities  also  classify  136,000 
bridges  as  structurally  deficient. 

But  repairs  can  be  a  complex  pro- 
cess. Potholes,  to  begin  with,  would 
seem  simply  to  need  filling.  But  hot 
asphalt,  a  mixture  of  crushed  gravel 
and  a  tarlike  hydrocarbon  substance 
that  is  a  durable  patching  material,  is 
also  difficult  to  work  with  in  freezing 
temperatures  because  it  hardens  too 
quickly  and  becomes  brittle.  The 
commonly  used  substitute  is  cold- 
mixed  asphalt,  which  is  much  more 
workable  in  cold  weather  but  is  also 
less  durable. 

To  obtain  the  best  properties  of 
both  materials,  New  York  City 
turned  to  something  called  UPM 
High  Performance  Cold  Patch.  Ac- 
cording to  President  Robert  Axel  of 
Sylvax  Corp.,  the  manufacturer,  the 
modified  liquid  asphalt  product  sets 
well  in  cold  weather  but  is  as  durable 
as  hot  patching.  Since  New  York 
started  using  UPM  and  Rode-Rite,  a 
similar  product,  in  the  late  Seventies, 
recurrence  of  those  filled  potholes  has 
decreased. 

Even  better  than  filling  potholes 
would  be  to  have  them  never  form  at 
all.  But  that  is  difficult  to  ensure  be- 
cause of  the  repeated  freeze-thaw  cy- 


Where  do  potholes 
come  from? 

When  water  penetrates  the 
pavement,  it  can  soften  the 
sub-base  (1),  unless  properly 
drained.  The  softened  sub-base 
can  shift  to  the  sides  (2),  leav- 
ing nothing  to  support  the 
p3vems'  exacerbat- 
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cles  in  winter.  As  the  temperature 
drops,  moisture  that  has  seeped  into 
common  cracks  in  the  pavement  sub- 
base  freezes  and  expands,  forcing  the 
concrete  or  asphalt  around  the  crack 
to  crumble.  During  a  thaw,  the  sub- 
base  contracts,  and  the  pavement 
crumbles.  Repeat  that  throughout  a 
winter,  and  the  result  is  a  tire-swal- 
lowing hole. 

That's  the  beginning.  In  addition  to 
the  freeze-thaw  cycle,  roadways  are 
assaulted  with  a  yearly  avalanche  of 
salt,  which  lowers  the  melting  point 
of  snow  and  ice.  As  that  salt  perco- 
lates down  to  the  steel  reinforcing 
bars,  or  rebars,  that  lace  a  concrete 
bridge  deck,  a  corrosive  reaction  takes 
place.  Ferrous,  or  iron,  ions  in  the 


steel  change  to  iron  oxide,  or  rust. 

But  iron  oxide  molecules  occupy 
five  to  seven  times  the  volume  of  the 
iron  atoms  in  the  rebars.  The  result- 
ing strains  (in  excess  of  10,000  pounds 
per  square  inch)  spall,  crack  or  delam- 
inate  the  concrete.  Eventually,  a  gap- 
ing pothole  develops  at  the  surface.  At 
the  same  time,  the  salt  enhances  the 
electrical  conductivity  of  the  concrete 
in  the  bridge  deck  so  much  that  it 
causes  the  iron  in  the  rebar  to  disinte- 
grate. So  powerful  is  this  corrosion 
process  that  it  can  cause  the  complete 
corrosion  of  rebars  from  the  internal 
structure  of  reinforced  concrete, 
which  is  what  happened  in  some 
bridge  support  columns  that  were  re- 
moved from  the  Ohio  Turnpike  sever- 


Potbole  fillers  in  New  Jersey  ( left )  and 
road  workers  in  Britain  ( right ) 
The  proverbial  ounce  of  prevention 
is  cheaper  than  pounds  of  cure. 

al  years  ago. 

Putting  a  halt  to  that  kind  of  corro- 
sion, says  Richard  Hay,  director  of  the 
Office  of  Engineering  &  Highway  Op- 
erations at  the  FHWA's  Turner-Fair- 
bank  Research  Center  in  McLean, 
Va.,  will  take  a  fair  degree  of  innova- 
tion. The  most  common  methods 
now  used,  coating  rebars  with  either 
epoxy  or  zinc  oxide  in  order  to  inhibit 
salt  and  moisture  from  interacting 
with  the  steel,  have  shortcomings. 
Epoxy  can  be  chipped  during  han- 
dling, leaving  the  rebars  as  vulnerable 
as  if  they  had  never  been  coated.  Ap- 
plying zinc  oxide,  or  galvanizing,  is 
not  a  long-term  solution  because  zinc 
oxide  eventually  corrodes. 

Other  defenses  being  tried  include 
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IT'S  INEVITABLE.  EVEK 
RELATIONAL  DATA  BAS1 


"Miss  Elliot,  it's  inevitable  every  company  will  need  a  relational  data  base 
to  compete.  Can  you  please  find  out  what  a  relational  data  base  is?" 


tUHHUUHnmninmuit 


:OMPANY  WILL  NEED  A 
TO  COMPETE. 


Today,  when  corporate  computers  are 
filled  with  information,  it's  ironic,  and 
sad,  that  many  corporate  managers  can't  get 
to  that  information  quickly.  If  they're  lucky 
enough  to  get  to  it  at  all. 

You  see,  in  most  organizations,  each  de- 
partment has  their  own  system  with  their  own 
data  to  solve  their  own  problems.  And  if  man- 
agement needs  to  gather  information  from  dif- 
ferent departments,  well,  that's  their  problem. 

Authorities  on  software  have  long 
known  a  relational  data  base  will  give  man- 
agement easy  access  to  all  their  company's 
information.  A  relational  data  base  consoli- 
dates all  your  company's  information  into  a 
single  pool  the  entire  company  shares.  It  puts 
management  back  in  control  of  its  information. 

All  good  and  vital  reasons  for  a  company 
to  have  a  relational  data  base.  So  all  that 
remains  is  to  decide  which  one. 

If  your  company  relies  on  IBM'  main- 
frame computers,  as  most  do,  it's  an  easy 
decision. 

ADR/DATACOM/DB"  from  Applied  Data 
Research  (ADR*),  the  world's  only  commer- 
cially practical  relational  data  base  manage- 
ment system  from  the  world's  largest 
independent  systems  software  company. 

ADR/DATACOM/DB  is  the  only  system 
that  gives  you  easy  access  to  all  your  compa- 
ny's information.  So  easy,  you  can  even  ac- 
cess it  through  your  personal  computer  using 
ADR/PC  DATACOM!  And  the  information 
you  receive  is  consistent,  up  to  date  and,  most 


important  of  all,  accurate.  Because  the  data 
base  you  use  to  manage  your  company  is  the 
same  exact  data  base  your  company  uses  to 
operate. 

ADR/DATACOM/DB  also  allows  you  to 
use  your  company's  data  with  decision  sup- 
port systems  and  easy  to  use  programming 
languages.  ADR/DATACOM/DB  allows  you  to 
get  the  information  you  need,  the  way  you 
need  it,  when  you  need  it. 

And  unlike  older,  non-relational  data 
bases,  where  changing  a  system  is  difficult,  if 
not  impossible,  ADR/DATACOM/DB  allows 
you  to  adapt  your  systems  and  change  the 
way  you  use  your  information.  Quickly  and 
easily.  So  ADR/DATACOM/DB  gives  your 
company  the  flexibility  it  needs  to  compete 
in  a  changing  business  world. 

And  ADR/DATACOM/DB  still  delivers 
the  performance  your  data  processing  depart- 
ment requires.  So  it  can  handle  all  of  your 
company's  needs,  from  simple  data  requests  to 
high  volume  production  work. 

It's  inevitable  every  company  will  need  a 
relational  data  base  because  it  removes  the 
barriers  that  separate  management  from  the 
information  it  needs. 

For  more  information  about  how 
ADR/DATACOM/DB  can  help  you  get  to  your 
information  call  1-800-ADR-WARE. 


ADR 


WE  KEEP  WRITING  THE 
HISTORY  OF  SOFTWARE 


Applied  Data  Research;  Orchard  Road  &  Rt.  206,  CN-8,  Princeton,  NJ  08540.  1-201-874-9000. 


IBM  is  a  trademark  ol  The  International  Business  Machines  Corp 
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W.R.  Grace  &  Co.'s  DCI  Corrosion 
Inhibitor,  a  calcium  nitrite  compound 
that  sets  up  a  molecular  roadblock  to 
the  salt  when  nitrite  ions  bond  with 
iron  in  the  rebars.  Latex,  polyure- 
thane  rubber  or  coal  tar  emulsions  are 
also  used  to  plug  up  pores  and  capil- 
laries within  the  concrete. 

But  these  techniques  are  little  bet- 
ter than  a  Band-Aid  on  bridges  already 
contaminated  with  salt.  The  answer 
for  these  structures,  says  Hay,  is  a 
sophisticated  technology  called  ca- 
thodic  protection.  Widely  used  for  the 
past  25  years  on  oil  pipelines  and  stor- 


age tanks,  cathodic  protection  works 
by  preventing  the  rebars'  electrical 
current  from  flowing  out  and  causing 
further  corrosion.  This  is  achieved  by 
sending  an  even  more  powerful  direct 
current  to  the  rebars  via  tiny  elec- 
trodes, or  anodes,  embedded  in  the 
deck,  according  to  W.J.  Hooker,  na- 
tional coordinator  for  cathodic  protec- 
tion at  Harco  Corp.,  the  Medina, 
Ohio-based  company  that  is  the  lead- 
er in  this  field.  Using  the  salt-filled 
concrete  as  a  conductor,  the  external 
current  travels  into  the  rebars,  and 
counteracts  the  natural  current. 

Though  cathodic  protection 
help  rebars  to  last  indefinitely, 
installation  cost  of  Harco's  system  is 
steep— over  $100,000  for  a  700-by-40- 
foot  bridge  deck. 

Prevention  is  expensive,  in  other 


can 
the 


words,  while  salt  is  cheap — 2.5  cents  a 
pound.  So  highway  managers  contin- 
ue to  use  salt  to  ensure  snow-free 
pavements. 

Nevertheless,  the  ruinous  effects  of 
salt  are  prompting  many  highway  of- 
ficials to  examine  such  substitutes  as 
calcium  magnesium  acetate  (CMA), 
limestone  treated  with  acetic  acid. 
Early  studies  indicate  CMA  is  not  as 
corrosive  as  salt.  Working  with  the 
FHWA  last  year,  highway  depart- 
ments in  Michigan  and  Washington 
each  used  100  tons  of  CMA  on  roads 
and  had  good  enough  results  to  con- 
tinue testing  the  material. 

The  encouraging  news  then  is  that 
highway  officials  in  the  U.S.  are  be- 
ginning to  see  that  the  proverbial 
ounce  of  prevention  really  is  cheaper 
than  the  pound  of  cure. 


Breaking  Coca-Cola's  code 


Fl  or  almost  a  century  the  Coca-Cola 
Co.  has  kept  secret  the  formula  for 
its  world-famous  soft  drink.  Now, 
thanks  to  advances  in  gas  chromatogra- 
phy and  mass  spectrometry,  scientists 
may  be  on  the  verge  of  cracking  Coke. 
Here's  how:  Start  with  a  specially 
prepared  sample  of  Coke  and  insert  it 
into  the  gas  chromato- 
graph,  which  vaporizes  the 
sample.  Then  a  carrier  gas, 
usually  helium,  sweeps  it 
through  a  column  coated 
with  a  substance  to  which 
the  molecules  will  adhere. 
According  to  their  weight, 
molecules  cling  to  the  sub- 
stance— known  as  a  sub- 
strate— for  different  periods 
of  time.  As  the  molecules 
break  away,  the  time  of  ad- 
herence is  recorded  and  re- 
searchers obtain  an  indica- 
tion of  the  sample's  compo- 
nents by  comparing  ad- 
herence times  with  those  of 
known  substances. 

In  the  last  decade,  gas 
chromatography  has  been 
refined  by  coupling  the  de- 
vice to  a  mass  spectrom- 
eter. This  further  breaks 
down  the  molecules  by  hit- 
ting them  with  an  electron- 
ic beam.  The  result  is  more 
precise  identification  of  the 
molecular  makeup.  Take 
that  information  and  feed  it 
into  a  computer  library  of 
spectra,  and  you  can  identi- 
fy almost  a:,,  nee. 

Coupled  G(  -ices 

are  routinely  used  by  f 
and  flavor  speci.  lis      to  en- 
sure the  quality  ol 


gredients  they  get  from  suppliers. 
"Coca-Cola  has  mass  spectrometers, 
too,"  says  Larry  Cattran,  marketing 
manager  for  Hewlett-Packard's  Scien- 
tific Instrument  Division.  Hewlett- 
Packard  markets  instruments  capable 
of  identifying  500,000  different 
chemical  compounds. 


tures- 


Does  that  mean  Coke  is  in  trouble? 
Not  at  all.  Cracking  its  formula 
wouldn't  do  competitors  much  good. 
Robert  McQuate,  science  director  of 
the  National  Soft  Drink  Association, 
explains  that  some  of  the  components 
in  soft  drinks  are  mixtures  of  mix- 
"jigsaw  puzzles  within  jigsaw 
puzzles.  If  it  were  my  for- 
mula, I  would  probably 
throw  in  some  dummy 
things,  substances  that 
really  don't  contribute  to 
flavor  but  that  might  tend 
to  throw  off  someone  who's 
attempting  to  break  down 
my  formula." 
But  what  if  you  came 
^  really  close?  What  if  you 
blended  a  drink  that  looked 
and  tasted  just  like  Coke? 
Wouldn't  you  have  a  gold 
mine?  Probably  not.  "Simi- 
lar is  not  good  enough," 
says  Emanuel  Goldman,  an 
analyst  with  Montgomery 
Securities.  "The  product  is 
foremost,  but  you  have  to 
get  your  message  across. 
And  in  consumer  products 
you  also  need  distribution 
and  shelf  space." 

Walter  Mack,  a  former 
Pepsi  president,  developed 
King-Cola  in  1978  to  com- 
pete with  Coke  and  Pepsi. 
King-Cola  filed  for  bank- 
ruptcy in  1981  because  it 
could  not  put  together  an 
efficient  bottler  network.  In 
short,  technology  without 
marketing  isn't  worth 
much  in  today's  business 
world. — Francesca  Lunzer 
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Pan  Ams 
Million  Dollar 

Baby. 

Pan  Ams  Putting  A  Million  Dollars  Into  Every  747  We  Fly 
lb  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


ygms 


The  money's  going  for  spacious  six-across 
seating,  with  wide  new  seats  and  more 
legroom  than  many  airlines  offer  in  First  Class. 

For  huge  new  overhead  bins  five  times 
larger  than  before,  with  room  for  190  pounds 
of  luggage  or  several  garment  bags  laid  out  flat. 

For  a  new  state-of-the-art  video  system 
that  provides  bigger,  brighter,  clearer  movies. 
For  comfortable  new  electronic  stereo  headsets 
specially  designed  for  high  altitude  hi-fidelity. 

For  a  gracious  new  international  meal 
service  created  by  12  famous  chefs,  and  much, 
much  more. 

It's  Pan  Am's  new  Clipper®  Class.  And  a 
million  dollars  says  it's  the  business  class  to  beat. 

H  Pan  Ams  New  Clipper  Class. 

You  Cant  Beat  The  Experience! 
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Star  pupil 


Edward  Evans,  chairman  of  Macmillan  Corp. 
"There's  no  takeover  story  here." 


I'll  be  glad  to  talk  to  you,"  says 
Edward  P.  Evans,  chairman  of  Mac- 
millan Corp.,  to  Forbes.  "But  do  I 
have  to  seem  smart?" 

Evans,  43,  can  afford  such  debonair 
repartee.  His  performance  at  Macmil- 
lan clearly  puts  him  at  the  top  of  the 
class.  Five  years  ago  a  company  con- 
trolled by  Evans  and  his  father,  indus- 
trialist Thomas  Mellon  Evans,  started 
accumulating  a  stake  in  the  then-ail- 
ing publisher.  (Robert  Sheldon  Evans, 
Edward's  younger  brother,  now  heads 
Crane  Corp.;  see  Forbiv-  J  The 

family,  renowned  for  il  or  sa- 

voir  faire,  probably  hoped  to  rn; 
quick  killing  either   by    ii 
Macmillan  or  by  selling  i 
approached,  but  nothing  \t 

So  Edward  decided  that  the 
way  to  redeem  his  family's  $18  mil 


lion  investment  in  Macmillan  might 
be  to  run  it.  Besides,  he  was  interested 
in  the  publishing  business.  His  father 
wanted  out,  so  Macmillan  eventually 
bought  back  the  stock  he  controlled, 
and  Edward  stayed  on  as  a  manager 
with  only  a  3%  stake. 

Since  then  he  has  staged  a  classic 
turnaround.  Shedding  35  moneylos- 
mg  or  disappointing  operations,  Evans 
pared  down  Macmillan  to  its  profit- 
able core  in  three  main  businesses: 
publishing,  information  services  and 
*or-profit  schools.  These  days  the 
market  for  Macmillan's  elementary 
and  high  school  textbooks  is  especial- 
ly strong.  And  because  most  costs  in 

e  textbook  business  are  fixed,  "vol- 
increases  produce  a  highly  lever- 
1  effect  on  profits,"  Evans  ex- 
plains. Last  year  the  company  earned 


$33  million  on  revenues  of  $530  mil- 
lion, a  profit  boost  of  46% . 

About  half  of  that  gain  came  from 
continuing  operations,  the  rest  from  a 
dozen  acquisitions  Evans  snapped  up 
last  year.  These  buys,  including  the 
textbook  division  of  Harper  &  Row 
and  all  of  The  Scribner  Book  Cos.,  Inc. 
with  its  distinguished  back  list,  mesh 
with  Macmillan's  existing  operations. 

Armed  with  a  strong  balance  sheet, 
Evans  is  stepping  up  the  purchase 
pace.  In  March  he  announced  an 
agreement  to  acquire  ITT's  publish- 
ing division  for  about  $75  million,  his 
biggest  deal  yet.  Evans  thinks  that 
today's  hot  market  for  publishing 
properties  is  sending  prices  out  of 
line,  and  he  prefers  to  stay  out  of 
auctions.  He  did  bid  recently,  howev- 
er, on  Ziff-Davis'  business  magazines, 
a  full  $130  million  below  Rupert  Mur- 
doch's winning  $350  million  offer. 
"The  best  thing,"  he  says,  "is  to  be 
early  and  to  move  quickly." 

Could  Macmillan  be  the  hunted  in- 
stead of  the  hunter?  After  Gulf  &. 
Western's  acquisition  of  Prentice- 
Hall  and  ABC's  merger  with  Capital 
Cities,  Macmillan's  stock  was 
touched  by  speculative  fever.  But  ana- 
lysts on  Wall  Street  aren't  taking  this 
possibility  very  seriously,  and  Evans 
doesn't  even  like  to  talk  about  it. 
"There's  no  takeover  story  here,"  he 
admonishes  sternly,  vowing — when 
pressed — to  fight  an  unfriendly  bid  to 
the  last.  Macmillan's  stock  price  has 
risen  steadily  under  his  regime,  from 
5  to  about  21  (adjusted  for  a  stock  split 
this  month),  before  recent  flurries 
sent  it  to  24.  Says  Evans:  "We  need  a 
few  companies  around  that  people 
can  just  invest  in." — P.S. 

Round  two 

It's  a  lesson  I  learned  from  Lee  Ia- 
cocca,"  says  Joseph  Checota,  chair- 
man of  newly  formed  Universal  Medi- 
cal Buildings.  "Seek  revenge  in  the 
marketplace.  Beat  their  pants  off  to 
get  even." 

The  source  of  Checota's  ire  is  not 
Henry  Ford.  It's  Admiral  Elmo  Zum- 
walt  Jr.,  former  chief  of  naval  oper- 
ations under  President  Nixon,  who 
replaced  Checota  as  chief  executive  of 
Milwaukee-based  American  Medical 
Buildings  in  1983.  Checota  had  built 
AMB  into  one  of  the  nation's  largest 
developers  of  outpatient  facilities.  But 
he  went  astray  with  an  overly  ambi- 
tious project  to  broadcast  medical  and 
entertainment  programming  directly 
to  hospitals.  Returning  from  a  sum- 
mer vacation,  Checota  was  ousted  by 
his  board  of  directors,  led  by  Zum- 
walt,  for  refusing  to  pull  the  plug  on 
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Joseph  Checota,  chairman  of  Universal  Medical  Buildings 
Unrepentant  still. 


Stevt  Leonard 


that  moneylosing  satellite  venture. 

After  a  year  of  lawsuits,  takeover 
bids  and  proxy  fights  failed  to  reinstall 
him  in  his  old  job,  Checota  founded  a 
new  company,  Universal  Medical 
Buildings,  also  based  in  Milwaukee, 
to  compete  head-to-head  with  AMB. 
"The  more  I  looked  at  other  business- 
es," Checota  says,  "the  more  I  real- 
ized it  would  be  foolish  to  struggle  in 
some  field  I  didn't  understand." 

The  irony  is  that  Checota's  actions 
have  weakened  his  old  company  in 
more  ways  than  one.  Checota  took  his 
many  contacts  in  the  medical  and 
construction  fields  with  him,  as  well 
as  three  members  of  AMB's  senior 
management.  He  also  left  AMB  in  se- 
vere financial  difficulties,  because  of 
that  disastrous  telecommunications 
project.   Last   year  AMB's   revenues 


were  down  40%,  to  $14  million,  with 
operating  losses  of  $2.4  million. 
Shareholders  have  seen  the  stock  col- 
lapse from  19  in  mid- 1983  to  VA. 

Checota  is  unrepentant.  "Satellite 
broadcast  requires  spending  a  lot  of 
money  for  a  couple  of  years,"  he  says. 
"My  ouster  came  just  when  we  were 
beginning  to  sell  it." 

But  Checota,  45,  isn't  about  to  re- 
peat the  same  mistake.  This  time  he 
is  sticking  to  building,  eager  for  the 
competitive  struggle  with  Zumwalt. 
After  raising  $2  million  in  a  public 
offering  in  July,  Checota  says  he  has 
signed  contracts  that  could  ultimate- 
ly be  worth  about  $25  million  to  pro- 
vide design  and  construction  of  six 
facilities. 

Don't  expect  a  battle  to  the  death 
between  Checota  and  his  former  em- 


ployer. Alternative  forms  of  health 
care  delivery  are  proliferating,  and 
that  means  lots  of  new  construction 
of  freestanding  clinics  and  emergency 
centers.  Fortunately  for  both  Checota 
and  Zumwalt,  there's  plenty  of  work 
to  go  around.— Robert  Teitelman 

Copycat 

Tlo  arrange  a  deal  for  a  Tokyo  Dis- 
neyland, Akihiro  Tanzawa,  a  direc- 
tor of  Mitsui  Real  Estate  Develop- 
ment Co.,  shuttled  back  and  forth  be- 
tween Tokyo  and  Los  Angeles  for  six 
years.  That  theme  park,  owned  by 
Mitsui  and  Keisei  Electric  Railway 
Co.,  finally  opened  in  April  1983. 
Along  the  way  Tanzawa  got  interest- 
ed in  another  uniquely  American 
form  of  entertainment — the  shopping 
center.  Hard  by  Disney's  studios  in 
Burbank  is  the  Glendale  Galleria,  one 
of  the  showy  malls  for  which  Califor- 
nia is  renowned.  Tanzawa  was  a  fre- 
quent visitor. 

He  liked  the  place  so  much  that  he 
decided  to  import  the  concept.  Shop- 
ping centers  are  almost  unknown  in 
Japan.  The  Japanese  government  pro- 
tects small  shopkeepers  by  forcing  big 
chain  operators  who  want  to  move 
into  an  area  to  pay  off  store  owners  or 
otherwise  negotiate  with  them. 

"I  realized  it  would  be  difficult," 
Tanzawa  recalls.  Things  were  made 
easier  by  the  fact  that  Mitsui  Real 
Estate  already  owned  42  acres  of  high- 
ly desirable  land  in  Funabashi,  be- 
tween Tokyo  Disneyland  and  the 
Narita  International  Airport.  Until 
1971  that  parcel  had  belonged  to 
Tanzawa's  father,  a  well-known  real 
estate  man  who  had  built  a  health 


Kaku  KanlaGamma-Liaison 


Akihiro  Tanzawa  of  Mitsui  Real  Estate 
Shopping,  California-style. 


FORBES,  APRIL  22,  1985 


139 


HHBHHMHMHnHHBI 


The  height  of  precision  is 
within  your  reach. 
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The  Falcon  100  offers  all  the  advantages 
of  larger  Falcons  at  afar  lower  cost. 


The  Falcon  100  makes  the  extra- 
rdinary  rewards  of  Falcon  owner  - 
lip  available  to  thousands  of 
perators  who  need  neither  a  large 
anscontinental  business  jet  like  the 
dcon  200  nor  intercontinental 
ansport  like  the  Falcon  50. 

Won't  be  outgrown 

The  Falcon  100  is  not  an  airplane 
signed  to  be  outgrown.  With  a 
245  statute  mile  range,  it  is  the 
eal  business  jet  for  its  class,  an 
rplane  that  does  everything  beauti- 
0y.  It  is  the  world's  fastest  business 
t,  equally  at  home  taming  a  short 
id  narrow  runway  as  flirting  with 
e  speed  of  sound.  It  boasts  maxi- 
um  operating  speeds  of  Mach  .87 
id,  during  its  certification  testing, 
hieved  Mach  .98 — triumphantly 
Dse  to  the  speed  of  sound.  Yet, 
;e  all  Falcons,  airliner-style  high-lift 


Airliner-style  high-lift  devices 

ivices  grant  it  access  to  the 
laller,  more  conveniently  located 
ports  that  may  exceed  the  safe 
Tformance  capabilities  of  other 
isiness  jets. 

The  science  of  comfort 

The  Falcon  100's  interior  has  been 
lentifically  designed  by  the  world- 
iiowned  human  engineering  firm 
Henry  Dreyfuss  Associates, 
lose  objective  it  was  to  achieve  a 
;5  percentile  ergonomic  standard 
rsix  adult  passengers. 
When  you  first  board  the  Falcon 
0,  you  will  be  surprised  by  its 
aciousness.  For  it  has  a  remarkably 
pmy  interior — one  you  wouldn't 
pect  of  an  airplane  in  this  class. 
Comfortable. 

&nd  so  your  stay  inside  the  Falcon 
0  cabin  will  remain.  Because 
:  cabin  evidences  a  singularly 
plligent  sense  of  proportion  and 
fiction. 


Everything  is  placed  exactly 
where  it  should  be.  Seats  are  of 
optimum  size,  tables  at  the  right 
heights,  even  the  placement  of  such 
items  as  ashtrays  and  drink  holders 
has  been  calculated  to  best  fulfill 
their  functions. 
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Comfort  calculated  to  the 
97.5  percentile 

Two  indirect  lighting  systems 
widen  and  lengthen  the  sense  of 
environment.  And  reading  lights 
have  been  scientifically  fashioned  to 
eliminate  shadows  and  glare 
throughout  the  full  range  of  seat 
positions. 

In  short,  what  will  strike  you 
most  about  the  Falcon  100  cabin  is 
that  everything  is  right,  everything 
optimized  as  to  form  and  function. 
A  simple  principle,  all  too  often 
ignored. 

Technology  that  works 

In  1982,  the  Falcon  100  became 
the  first  business  jet  to  be  certified 
with  the  Collins  Electronic  Flight 
Instrument  System  (EFIS).  EFIS 
makes  available  to  the  crew  informa- 
tion that  will  actually  improve  the 


safety  and  efficiency  of  flight.  And 
its  systems  redundancy  and  solid- 
state  simplicity  provide  an  unques- 
tioned advantage  in  dependability. 

Every  inch  a  Falcon 

The  Falcon  100  is,  first  and  fore- 
most, a  Falcon,  and  thus  carries  with 
it  all  the  qualities  that  have  made 
Falcon  jets  the  most  desired  business 
jets  in  the  sky;  a  precision  of  con- 
struction and  an  attention  to  detail 
that  are  simply  unmatched;  and 
sophisticated  aerodynamics  which 
afford  it  handling  qualities  that  are  as 
close  to  ideal  as  can  realistically  be 
achieved. 

Relentlessly  practical 

The  Falcon  100  is  well  within  the 
reach  of  the  average  business  jet 
buyer.  And,  moreover,  it  is  an  invest- 
ment that  will  provide  countless 
returns. 

Like  any  machine  of  this  caliber, 
the  Falcon  jet  "does  not  fear 

time."  Indeed,  a  Falcon's  resale 
value  is  often  higher  than  its 
original  price  when  new. 

But  the  real  shrewdness  of  the 
Falcon  100  investment  lies  in  what  it 
offers  you:  the  aerodynamic  genius, 
the  integrity  of  design  and  the  preci- 
sion engineering  that  are  unique, 
among  business  jets,  to  Falcon  Jet. 

If  the  possibilities  of  owning 
such  an  airplane  intrigue  you,  call 
Roy  Bergstrom  at  (201)  288-8479,  or 
send  us  the  coupon  below. 
A  demonstration  flight  will  gladly 
be  arranged  wherein  you  can 
experience  firsthand  this  extra- 
ordinary airplane. 


"alconJet 

Telerboro,  New  Jersey  07608 

□  Please  send  more  information 
about  the  Falcon  100. 

□  I'd  like  to  arrange  a  sales  presentation. 

Name 

Title 

Company 

Address 

City 


-State Zip. 


Phone ( 

Now  flying  a_ 


.)- 


Electronic  flight  instruments 


F42285 


Faces 

Behind  the  Figures 


resort  on  the  site.  Mitsui  had  consid- 
ered putting  up  a  housing  develop- 
ment, but  Tanzawa  convinced  them 
to  try  something  new  instead. 

The  result  is  LalaPort,  Japan's  larg- 
est shopping  center.  It  was  completed 
last  year,  and  even  American  teen- 
agers would  be  impressed.  Anchored 
by  two  large  department  stores,  Sogo 
and  Daiei,  the  complex  offers  over  200 
smaller  shops  and  80  restaurants, 
ranging  from  a  Wendy's  to  sushi  bars. 
There's  an  ice-skating  rink,  a  drive-in 
movie  theater  and  a  cultural  center 
offering  courses  in  everything  from 
English  conversation  to  flower  arrang- 
ing. Last  month  a  243-room  hotel 
opened.  "Lala"  doesn't  mean  any- 
thing in  Japanese,  Tanzawa  reports, 
but  it  "has  a  happy  feeling."  Now 
fully  occupied,  the  complex  was  vis- 
ited by  12  million  people  last  year  and 
scored  gross  revenues  of  $216  million. 

And  Tanzawa,  61,  has  begun  to 
think  again.  Japan  is  baseball-crazy, 
but  it  does  not  have  a  large  enclosed 
playing  field  like  the  Astrodome.  Mit- 
sui happens  to  own  another  81  acres 
near  the  LalaPort  site.  If  only 
Tanzawa  could  attract  a  major  league 
franchise.  .  .  . — Kathleen  K.  Wiegner 

Housecleaner 

Ontil  recently  Comserv  Corp.,  a 
small,  troubled  software  company, 
was  better  known  for  its  stand  on  a 
controversial  accounting  issue  than 
for  its  products.  Its  management 
championed  the  capitalization  of  soft- 
ware development  costs — i.e.,  spread- 
ing the  costs  of  development  over 
time  instead  of  expensing  them  at 
once.  Eagan,  Minn. -based  Comserv 
worked  to  sway  the  Computer  Soft- 
ware &  Services  Industry  Organiza- 
tion, which  in  turn  advised  the  Finan- 
cial Accounting  Standards  Board. 
FASB  issued  an  exposure  draft  last 
year  favoring  capitalization. 

But  Comserv  is  fighting  for  the 
more  liberal  dictum  no  longer.  Cap- 
italization had  turned  out  to  be  ex- 
tremely unpopular  with  many  small 
software  firms,  which  figure  the  stock 
market  takes  their  earnings  more  seri- 
ously if  costs  are  expensed  as  in- 
curred. As  1985  began,  the  FASB  vot- 
ed to  hold  a  public  hearing  on  the 
issue  because  of  a  storm  of  protest. 


Tan ia  Amocbaev,  president  of  Comserv  Corp 
No  more  quibbling  with  accountants. 


One  day  later,  Comserv's  new  chief 
executive,  Tania  Amochaev,  gave  up 
the  cause,  taking  a  retroactive  charge 
of  $12.8  million.  "It's  just  not  impor- 
tant," she  observes  wryly,  "for  us  to 
be  a  leader  in  the  accounting  field." 

Amochaev  discovered  just  how 
right  the  objectors  were.  Immediately 
after  her  announcement,  Comserv 
stock  rose  from  3  to  4.  It  has  recently 
been  3lA. 

Amochaev  has  been  in  charge  of 
Comserv  since  November,  put  there 
by  one  of  its  customers,  giant  Control 
Data.  Last  summer  the  big  company 
lent  Comserv  a  badly  needed  $3.5  mil- 
lion and  received  an  option  on  40%  of 
its  common.  Amochaev,  35,  born  in 
Yugoslavia,  emigrated  to  the  U.S.  as  a 
child,  started  her  career  at  Control 
Data  as  a  programmer  and  moved  up 
to  vice  president  of  scientific  informa- 


tion services.  There  she  considered 
marketing  Comserv's  software  over- 
seas in  a  joint  venture. 

"I've  always  said  I  wanted  to  take 
over  a  small  technological  firm  that 
was  in  deep  trouble,"  she  explains. 
Under  its  old  management,  Comserv 
had  troubles  with  the  SEC  for  booking 
sales  too  soon,  and  last  year  pretax 
losses,  even  before  the  retroactive 
charge,  ran  $9.7  million. 

But  Amochaev  has  confidence  in 
Comserv's  product,  an  inventory  and 
manufacturing  control  package.  Last 
year  the  firm's  sales  increased  by 
28%,  to  $25  million,  thanks  in  part  to 
a  contract  to  automate  22  factories  for 
AT&T.  Amochaev  has  cut  staff  and 
bolstered  marketing.  "Now,"  she 
says,  "we  can  move  ahead  without 
any  pain." — Christopher  Power 
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There  is 
a  better  way... 


Export-Import  service  is  one  of  a  family  of 
'ransportatum  services  offered  by  The  CF  Company, 
Consolidated  Freightways,  Inc. 


In  international  traffic,  there  is  a  better  way 
to  control  costs  and  paperwork — with  one- 
company  responsibility.  This  is  why  CF 
Companies  concentrate  on  taking  care  of 
every  detail  from  pickup  to  final  destination. 

It  shows  up  in  such  little  things  as  a 
worldwide  rate  structure  that  can  be  printed 
on  a  business  card  (CF  Export-Import). 


And  in  an  intermodal  operation  that  can 
pinpoint  any  of  our  trailers  on  any  railcar 
in  a  matter  of  minutes  (CF  Forwarding). 
And  in  truckload  service  that  offers  region; 
control  centers  for  a  more  personalized 
operation  (CF  Arrowhead  Services). 
On  land,  sea  or  air,  we're  looking  for  bette 
ways  to  simplify  your  shipping. 
Telex  E  91 0-373-21 05 


'msolidated  Freightways  Motor  Freight  •  CF  Air  Freight  • 
'anadian  Freightways  •  CF  Forwarding  •  CF  Arrowhead  • 
Con-Way  Western  Express  •  Con-Way  Central  Express  • 
\nn  Yan  Express  •  CF  Export-Import  Services  • 
"kmtainerFreight  Corp.  •  Milne  and  Craighead 


The  «SF 'Company 

The  Service  Company 


* 


Introducing  PC  softwar 
the  right  way  to  d 


IBM's  new  Personal  Decision  Series. 
A  powerful  team  of  business 
programs  designed  for  exceptional 
flexibility. 

There's  rarely  one  best  way  of  doing 
anything. 

Rather,  lots  of  very  good  ways;  a 
reality  that  IBM's  Personal  Decision 
Series  handily  accommodates. 

More  than  any  software  we  know  of, 
it  gives  you  choices.  You  tailor  it  to  your 


needs,  instead  of  vice  versa. 

\bu  begin  with  Data  Edition,  a  pro- 
gram that   not   only   manages  huge 
amounts  of  information,  but  lets  you  take 
it  from  a  surprising  variety  of  sources: 
data  banks,  mainframes,  even  files  cre- 
ated by  other  PC  programs. 

And  you  can  retrieve  your  data  in 
nearly  any  form  you  like,  without  a  lot  of 
headscratching.  \ou  can  begin  produc- 
ing real  work  in  a  couple  of  hours. 

Add  Report s+  and  you  can  create 


your  own  style  documents,  pulling  k\ 
from  up  to  6  Data  files  at  a  time, 
formats  ybu  can  design,  for  applicatin 
you  can  invent. 

Graphs  gives  you  a  choice  of  i 
graph  styles,  with  over  20  variati' 
And  you  can  update  old  graphs  with 


With  IBM's  new  Personal  Decision  Se 
you  start  with  Data  Edition,  adding  others,  | 
Report s+  or  Plans,  as  you  like. 

For  even  more  help,  you  can  add  Appi  | 


r    3 


s 


)ased  on  the  curious  notion  that 
hings  is  anywayyouwantto. 


tving  to  make  new  ones. 

There's  also  Plans  +  for  financial 
odeling  and  spreadsheets,  and  Words 
r  putting  your  sentences,  numbers  and 
aphs  all  together. 

The  Personal  Decision  Series  can 
en  take  information  from  a  number  of 


Graphs 


Plans+ 


IBM  TIM 


tit  Calendar;  Client  Time/Cost  Accounting,  and 
aspect  Tracking  Editions. 

Also,  the  Personal  Decision  Series  works 
h  data  from  IBM's  new  Business  Management 


non-Series  programs.  So  if  you  already 
have  a  favorite  spreadsheet  or  writing 
program,  you  may  still  be  able  to  use  it. 

You  can  even  use  files  from  an  IBM 
System/36  or  System/370  computer,  by 
adding  an  Attachment/ '36  or  /370  Edition. 

All  of  which  is  perfect  for  people 


Words 


Attachment/370 


IBM 


Series,  a  powerful  family  of  accounting  programs. 
And  ask  about  IBM  Extended  Support  ser- 
vices, a  way  to  get  software  updates  and  telephone 
assistance  direct  from  IBM. 


who  insist  on  doing  things  their  way. 

Do  you  know  somebody  like  that? 

To  learn  more,  call  an  IBM  market- 
ing representative,  or  visit  an  IBM  Pro- 
duct Center  or  authorized  IBM  PC  dealer. 

For  the  store  nearest  you,  and  a  free 
brochure.  call8()()-447-47()().  (In  Alaska 
and  Hawaii.  800-447-0890.) 


Personal  Computer  Software 


BREAKTHROUGH: 

SPEED  PATIENT  RECOVERY 


TTKihMiiim 


GET  WELL  CARD. 

When  infection  threatens,  identifying 
it-and  the  antibiotic  to  fight  it-takes 
time.  It's  time  a  patient  may  not  have. 

We  found  a  way  to  pinpoint  an 
infection  and  a  treatment  in  just  hour* 
instead  of  days. 

Our  Vitek  diagnostic  system  uses 
cards  containing  "wells"  of  dehydrated 
nutrients.  When  a  patient  sample  is 
introduced,  the  infection  feeds  and 
grows.  Light  beamed  through  the 
wells  to  a  computer  identifies  bactet 
which  are  growing.  Antibiotics  in 
wells  of  a  second  card  stop  the  growth 
and  help  the  physician  choose  the 
best  treatment.  The  time  saved  is 
days.  The  ache  saved  is  appreciated. 
The  lives  saved  are  priceless. 

We're  creating  breakthroughs  not 
only  in  healthcare  but  also  in  helicop- 
ters, information  systems  and 
spacecraft. 

We're  McDonnell  Douglas. 


V 


*r 


fhe  Forbes/Wilshire  5000  Review 


Down,  but  not  all  that  far.  The  Dow,  with  a  1.6%  gain, 
ended  the  most  recent  two-week  period  at  1267,  some  32 
points  below  its  closing  high  on  Mar.  1.  The  Wilshire 
index — the  sum  value  of  actively  traded  stocks — was 
$1.86  trillion,  which  was  up  1.9%  over  the  two-week 
stretch  but  still  $27  bilhon  smaller  than  it  was  when  the 
Dow  hit  its  peak.  All  it  would  take  is  one  30-odd  point 
rally — such  as  we  have  had  several  times  since  1982 — to 
bring  prices  back  to  record  highs. 

Over  the  last  several  weeks  investors  snapped  up  both 
blue-chip  and  medium-size  companies  while  shying  away 


from  the  more  speculative  situations.  The  Amex  posted 
the  best  records  for  the  two-  and  four-week  periods,  with 
respective  gains  of  2.8%  and  0.5%.  On  the  other  hand, 
Nasdaq-listed  issues  scored  the  poorest  over  the  same 
time  periods.  During  the  last  four  weeks  high-volatility 
issues  declined  4%,  while  low-volatility  issues  posted  a 
1.2%  gain.  Shares  with  P/E  multiples  over  25  were  off 
3.5%,  vs.  a  1.4%  loss  for  so-called  undervalued  stocks 
with  multiples  under  5.  And  stocks  with  yields  of  7.5%  or 
better  posted  a  0.7%  increase,  while  shares  that  don't  pay 
a  dividend  declined  3%. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5001 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-1.5 

-1.1 

-2.5 

-1.4 

0.5 

-2.8 

in  last  52  weeks 

13.8 

15.3 

8.7 

14.1 

8.6 

11.3 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  hut  4  weeks 

-0.8 

-2.8 

-4.0 

1.2 

-3.5 

-1.4 

0.7 

-3.0 

-2.2 

1.1 

0.1 

-2.8 

in  hut  52  weeks 

16.1 

7.2 

8.2 

23.9 

0.5 

23.7 

22.0 

12.1 

9.2 

25.0 

22.5 

-1.5 

'Baaed  on  sales.  , , 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  3/29/85.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Automobiles,  TV  stations  and  oil  wells.  The  pending 
increase  in  Japanese  auto  exports  made  investors  leery  of 
automotive  stocks.  A  drop  of  more  than  4  points  in 
General  Motors  during  the  last  ten  trading  days  cost 
investors  over  a  billion  dollars  in  paper  losses  and  contrib- 
uted to  the  2.8%  decline  in  consumer  durables  shares.  The 
only  other  sector  to  lose  ground  during  the  last  two  weeks 


was  raw  materials,  which  lost  0.9%.  But  the  blockbuster 
takeover  of  American  Broadcasting  by  Capital  Cities 
Communications,  and  speculation  that  other  media  firms 
were  possible  targets,  enabled  consumer  nondurables  to 
lead  the  other  eight  Wilshire  sectors  with  a  3.8%  rise. 
Meanwhile,  looming  acquisition  battles  in  the  oil  patch 
helped  energy  shares  gain  3.1%. 


\/\,  Percent  change  in  last  52  weeks  O-O-  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


A  raw  deal  for  raw  materials.  Precious-metals  prices  man- 
aged something  of  a  comeback  over  the  last  few  weeks  and 
other  commodity  prices  eked  out  more  modest  gains.  But 


Wall  Street  analysts  were  not  particularly  impressed.  The 
raw  materials  sector  shows  the  sharpest  1985  estimate 
cutbacks  during  the  past  two-  and  four-week  stretches. 


Forecasting  the  Forbes  500 

Rank  based  on 
change  in  estimate 

Sector 

' 

Estimated  1985 
EPS             P/E 

i 1 

%  change  in  1985  estimate 
in  2  weeks       in  4  weeks 

Average 
Performance       earnings  per 
period                  share         P/E 

1 

Consumer  durables 

$4.87 

8.2 

0.05% 

-2.06% 

2 

Finance 

3.52 

9.5 

0.04 

0.61 

3 

Utilities 

3.61 

7.4 

-0.07 

-0.01 

latest  12  months            $3.74         10.4 

1985  estimates                 4.38           8.9 

1986  estimates                 4.94           8.0 

4 

Transportation 

3.25 

9.1 

-0.53 

-0.84 

5 

Consumer  nondurables 

2.70 

11.2 

-0.56 

-0.84 

6 

Energy 

3.73 

8.0 

-1.00 

-1.94 

7 

Capital  goods 

2.96 

11.3 

-1.09 

-2.47 

8 

Technology 

3.03 

11.8 

-1.50 

-2.76 

9 

Raw  materials 

2.47 

10.1 

-2.20 

-5.83 

Earnings  projections  are  capitalization-weighted  consen 
Estimate  System  |IBES),  a  service  of  Lynch,  Jones  &  Rys 

bUS 

in,  , 

estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continously  by  the  Institutional  Brokers 
i  New  York-based  brokerage  firm. 

Note:  All  data  tor  periods  ending  3/29/85.  Prepared  by  \ 

Vn"s 

hire  Associates,  Santa  Mo 

nica,  Calif.;  BES,  a  service  c 
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■LIMITED  WARRANTY  READ  THE  WARRANTY  LABEL  FOR  MORE  DETAILS  C  1985  ALLIED  CORPORATION,  PO  BOX  2245  R.  MORRISTOWN.  NJ  07960 


Introducing  a  breakthrough  in  computer  software. 

Few  things  are  more  dangerous  to  a  computer  than  static  electricity  One  little  "zap "  is  enough  to 
bring  your  office  to  its  knees.  That's  why  computers  have  always  been  kept  in  uncarpeted  computer 
rooms.  The  trouble  is,  computers  aren't  staying  there.  They're  out,  unprotected,  in  the  world. 

Recognizing  this  problem,  our  researchers  at  Allied's  Fibers  Division  looked  for  a  solution.  They 
developed  an  entirely  new  kind  of  Anso  IVfB  nylon,  now  available  in  the  TEC™ carpeting  system,  which 
provides  Total  Electronic  Compatibility 

This  carpet  not  only  suppresses  static  electricity  caused  by  walking,  it  even  dissipates  static 
slectricity  generated  by  other  sources.  The  TEC  system  is  guaranteed*  against  static-related  disruptions 
Df  electronic  eguipment.  With  this  carpet  it  is  now  possible  for  you  to  turn  almost  any  room  at  all  into  a 
static-free  computer  room. 

So  it's  not  surprising  that  we're  optimistic  about  its  potential.  After  all,  the  computer  revolution  is  just 
oeginning.  And  with  this  new  carpet  we're  literally  in  on  the  ground  floor. 


^LIIED 


The  biggest  mistake  naive  investors  make: 
"looking  at  earnings  and  nothing  else.' 
How  about  looking  at  the  balance  sheet? 


Looking  for 
Mr.  Clean 


By  William  Baldwin 


T.  Boone  Pickens  does  it,  money 
managers  do  it,  and  small  investors 
can  do  it  but  all  too  rarely  do:  hunt  for 
underleveraged  balance  sheets. 
A  company  sitting  on  excess  cash 


and  untapped  borrowing  power  is  a 
natural  for  recapitalization.  An  ac- 
quirer, or  the  company  itself  if  it 
chooses  to,  can  substitute  debt  capital 
for  equity  capital.  Some  part  of  the 
profit — the  return  on  capital — is  re- 
constituted   as    interest    payments. 


That  saves  on  corporate  taxes,  since 
interest  is  deductible. 

This  tax  saving  is  what  enables  a 
takeover  artist  to  pay  a  premium  for  a 
stock  and  still  come  out  ahead.  It  sup- 
ports an  industry  of  merger  deal- 
makers,  and  it  helps  Mesa  Petroleum 
to  cover  Chairman  Pickens'  $23  mil- 
lion compensation  (see  p.  41). 

The  lesson  in  all  this:  Balance 
sheets  weigh  heavily  in  the  appraisal 
of  a  company.  What  do  naive  inves- 
tors do  wrong?  Says  Charles  Allmon, 
a  money  manager  in  Chevy  Chase, 
Md.:  "They  look  at  earnings  too  close- 
ly and  almost  nothing  else."  This  fa- 
mous growth-stock  picker  says  he 
looks  first  at  the  balance  sheet  and 
only  then  at  earnings. 

Fast-growing  high-tech  firms,  of 
course,  need  strong  balance  sheets 
merely  to  ensure  their  growth.  It  is  no 
surprise  that  the  Apple  Computers 
and  Hewlett-Packards  of  the  world 
are  mostly  equity  financed.  If  they 
can't  finance  a  new  generation  of 
products,  they  aren't  worth  much. 
"Firms  with  high  debt  ratios  end  up 
making  different  operating 
decisions.  It's  the  invest- 
ment they  don't  undertake 
that  is  costly,"  says  MIT 
professor  Stewart  Myers. 

For  the  firm  in  a  mature 
industry  with  steady  cash 
flows,  the  question  is  a  bit 
different.  The  firm  is  better 
off  with  leverage;  that  will 
save  taxes.  But,  other 
things  (like  the  price/earn- 
ings ratio)  being  equal,  the 
investor  is  better  off  buying 
stock  in  an  unleveraged 
firm.  The  absence  of  debt 
is,  in  effect,  an  untapped 
tax  shelter.  When  an  ac- 
quirer taps  it,  the  share- 
holders will  probably  get  a 
premium. 

Charles  Royce,  manager 
of  the  Pennsylvania  Mutual 
Fund,  understands  this 
well.  His  fund  has  averaged 
a  31.6%  annual  return  over 
the  past  decade,  mostly 
from  fairly  obscure  issues 
like  Stocker  &  Yale,  Lea- 
Ronal,  Fab  Industries  and 
Penn  Engineering  &  Manu- 
facturing (see  table,  p.  152). 
"P/E  doesn't  pay  any  atten- 
tion to  debt,  and  that  is  pre- 
cisely the  problem  with 
P/E,"  he  says. 

Imagine  two  warp-knit 
companies,  both  with  P/Es 
of  10.  Each  has  $4  million 
in  operating  income  (after 
depreciation  and  before  in- 
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Consolidated  Foods 

announces 

its  new  name  ^ 


SARA  LEE  CORPORATION 


Of  all  the  Consolidated  Foods  brands 
today;  Sara  Lee  was  the  first.  Now  our  first 
brand  name  is  our  brand  new  first  name. 
Because  Consolidated  Foods  Corporation 
is  now  Sara  Lee  Corporation. 

Over  the  years,  we've  evolved  into  a 
consumer  products  company  marketing 
many  leading  brands.  And  our  best  known 
brand  name  reflects  our  commitments  to 
quality  and  leadership  shared  by  every 
company  in  our  corporate  family 

So  its  with  great  pride  that  Consolidated 
Foods  adopts  the  name  everybody  knows. 
Our  name  may  have  changed,  but  our 
commitments  never  will. 


Money 

in  the  bank 

These  outfits  don't  have  to  worry  about  being  able  to  pay  bills— 
and  that  may  make  them  attractive  to  acquirers.  Their  current 
ratios  are  more  than  2,  compared  with  the  1.5  average  for  large  U.S. 
industrials.  Debt  is  either  nil  or  much  less  than  cash  on  hand. 

Company/business 

Current 
ratio1 

Sales2 
(millions) 

Recent 
price 

Per  sli 

iarningsJ 

_ 

P/E 

Net  cash4 

Allen  Organ/electronic  organs 

14.2 

$21 

SSVi 

$5.21 

$18.49 

11 

Stocker  &  Yale/tools 

12.3 

8 

14 

1.24 

3.98 

11 

Bassett  Furniture  Inds/furmture       7.4 

398 

33  W 

3.67 

5.35 

9 

National  Presto  Inds/appliances        7.1 

89 

25% 

2.22 

16.63 

12 

Greif  Bros  (Class  A)/packaging 

6.8 

326 

23  Vi 

1.82 

5.23 

13 

LeaRonal/electroplating 

6.0 

163 

19'/4 

1.32 

1.90 

15 

Kreisler  Mfg/tube  assemblies 

6.0 

6 

7SA 

1.30 

2.90 

6 

Vulcan/lasts  and  heels 

5.4 

28 

18'/4 

1.90 

12.22 

11 

Entwistle/defense-related  mfg 

5.2 

23 

17 

1.42 

5.86 

12 

Weis  Markets/supermarkets 

5.0 

958 

37'/2 

2.68 

9.40 

14 

Penn  Eng  &  Mfg/fasteners 

4.3 

52 

43 

4.17 

3.04 

10 

Fab  Inds/warp  knits 

4.1 

118 

17% 

2.55 

8.23 

7 

Whitehall/sonar  and  aerospace 

4.0 

63 

26  Vi 

2.63 

3.32 

10 

CPS  Chemical/organic  chems 

3.6 

32 

43 

6.64 

27.48 

6 

Buell  Inds/fasteners 

3.5 

73 

25% 

4.78 

9.06 

5 

Genesee  Brewing  (Class  B)/beer       2.8 
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38 

5.29 

19.00 

7 

'Current  assets  divided  by  current  liabilities, 
able  securities,  less  interest-bearing  debt  and 

2Latest  fiscal  year.     'Last 
areferred  stock. 

12  months 

'Cash  and  market 

terest  and  taxes).  They  both  generate 
that  income  from  $20  million  of  cap- 
ital. Company  A  is  debt-free.  With  a 
50%  tax  rate,  it  will  net  $2  million  a 
year  and  have  a  market  capitalization 
of  $20  million.  (That  is,  it  will  trade  at 
book  value.) 

Company  B,  however,  has  $10  mil- 
lion of  equity  capital  and  $10  million 
of  debt  capital  (such  as  bonds).  As- 
suming a  10%  interest  rate  on  the 
bonds,  and  the  same  tax  rate  as  A,  the 
firm  will  net  $1.5  million.  With  a  P/E 
of  10,  the  market  would  value  this 
outfit  at  $15  million  for  the  stock. 
Add  the  $10  million  for  the  bonds  (at 
face  value)  and  the  price  tag  is  $25 
million  overall. 

Does  this  make  sense?  The  busi- 
nesses are  the  same,  and  an  acquirer 
who  likes  warp  knits  would  presum- 
ably offer  the  same  overall  price — 
including  debt  assumed— to  get  either 
company.  Company  A  pays  more  of 
its  operating  income  over  to  the  IRS, 
but  an  acquirer  can  solve  that  prob- 
lem easily  enough  by  leveraging  the 
acquisition.  A  smart  takeover  guy 
would  prefer  A.  So  should  a  smart 
investor. 

Royce  doesn't  chase  after  rumored 
takeover  candidates,  and  his  turnover 
is  rather  low.  "We  assume  that  the 
natural  forces  will  surface  values  over 


time,  and  takeovers  and  leveraged 
buyouts  are  one  way  that  can  hap- 
pen," he  says. 

Genesee  Brewing,  a  taciturn  beer- 
maker  in  Rochester,  N.Y.,  is  a  real 
case  in  point.  One  family  controls 
most  of  the  voting  stock,  and  the  firm 
doesn't  court  analysts  or  reporters. 
There  is  scarcely  anyone  on  Wall 
Street  following  the  company  besides 
balance-sheet  oglers  like  John  Spears, 
who  is  a  principal  with  money  man- 
ager Tweedy,  Browne  Inc. 

At  a  recent  bid  price  of  38,  Genesee 
carries  a  P/E  of  7.  That  is  fairly  cheap, 
but  then  earnings  have  been  rather 
flat  recently.  Take  apart  the  balance 
sheet,  however,  and  the  company 
looks  very  cheap. 

There  is  $31  million  of  cash  sitting 
around,  or  about  $19  a  share.  That 
means  the  beer  business  alone  is  trad- 
ing at  $19  a  share.  Next,  Spears  takes 
out  earnings  on  investment  of  the 
cash.  He  arrives  at  a  $7  a  share  esti- 
mate of  pretax  operating  income  on 
the  beer  alone. 

"A  buyer  at  $60  would  be  paying 
$41  for  the  beer,  or  about  six  times 
operating  income.  That's  not  a  high 
multiple  for  a  leveraged  buyout  of  a 
consumer  products  business,"  Spears 
>ays.  But  his  liking  for  the  stock 
doesn't  hinge  on  the  imminence  of  a 


takeover — remember,  this  is  a  family 
business,  and  the  family  will  sell  out 
or  refinance  when  it  feels  like  it,  not 
sooner.  Rather,  Tweedy,  Browne  fig- 
ures that  passive  investors  should  buy 
operating  assets  as  cheaply  as  they 
can  and  wait  patiently.  The  firm 
hangs  on  to  stocks  for  an  average  of 
three  years. 

Do  all  investors  think  this  way? 
Evidently  not.  Contrast  Edgcomb 
Steel  of  New  England,  a  Nashua, 
N.H. -based  steel  distributor  that  gets 
a  top  rating  from  Value  Line  for  12- 
month  price  performance.  At  a  recent 
38  Vi,  the  stock  trades  at  eight  times 
the  $4.85  a  share  that  Value  Line  pro- 
jects for  earnings  this  year. 

But  Edgcomb  is  a  world  apart  from 
Genesee.  Far  from  having  extra  cash 
on  hand,  it  is  deep  in  debt,  almost  all 
of  it  incurred  in  a  bold  acquisition  last 
year  that  quintupled  the  company's 
size.  There  is  more  than  $4  of  debt  for 
each  $1  in  equity. 

The  leverage  will  pay  off  if  Edg- 
comb can  keep  operating  earnings  on 
a  growth  track,  using  a  smaller  and 
smaller  piece  of  those  earnings  to  ser- 
vice the  debt.  Eventually  Edgcomb 
would  own  its  new  business  free  and 
clear.  But  it  would  be  easy  for  the 
company  to  get  into  financial  trouble 
in  the  meantime. 

Total  market  capitalization  of  Edg- 
comb (debt  plus  market  value  of 
stock):  $155  million.  Now  look  at 
how  expensively  the  market  is  valu- 
ing the  earnings.  That  $155  million 
comes  to  4.8  times  the  projected  pre- 
interest,  pretax  income  for  1985.  The 
comparable  ratio  at  Genesee,  which 
has  a  P/E  only  slightly  lower,  is  dra- 
matically different — 2.7-to-l. 

A  word  of  caution.  You  can't  get 
rich  buying  stocks  on  the  basis  of  me- 
chanical balance  sheet  rules  any  more 
than  you  can  buying  low-P/E  stocks  at 
random.  These  examples  merely  il- 
lustrate the  rules. 

Tweedy,  Browne,  which  used  to 
make  its  steady  20%  annual  returns 
looking  for  bargains  like  unknown  lit- 
tle companies  selling  at  a  fraction  of 
their  current  assets,  has  outgrown 
that  strategy.  Now  that  it  has  $470 
million  under  management,  Spears 
applies  the  simpler  rules  to  larger, 
more  complicated  companies  such  as 
American  Natural  Resources.  Ex- 
plaining why  Tweedy  bought  ANR 
last  fall  at  $37  would  take  several 
pages.  Suffice  it  to  say  that  Tweedy 
recently  tendered  it  to  Coastal  Corp. 
at  $65. 

Says  Professor  Myers:  "Corporate 
finance  is  like  a  golf  club.  The  ideas 
aren't  complex.  But  they  aren't  easy 
to  use,  either."  ■ 
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COAL 

lights  our  nights  &  brightens  our  future! 

We  sit  atop  some  of  the  world's  greatest  coal 

deposits. .  .which  fuel  about  95%  of  the  electricity 

we  generate.  In  fact,  we  supply  over  14  billion 

kilowatt-hours  of  electricity  per  year  in  three 

dynamic  states,  without  nuclear  and  with  about 

5%  hydro,  oil  and  gas  fuel.  And  that's  just  one 

reason  our  nights  and  future  are  bright. 

Another  is  the  dividend  we  have  paid  every 

quarter  since  1946.  We  anticipate  that  1985 

will  be  no  exception. 


IT  LIGHT  COMPANY 
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Send  for  a  copy  of  the  1984  annual  report. 
Utah  Power  &  Light  Company 
P.O.  Box  899,  Dept.  FB 
Salt  Lake  City,  Utah  84110 


New  issues  of  securities  are  offered  only  by  means  of 
Prospectus  and  this  message  is  neither  an  offer  nor 
a  solicitation  of  any  offer  to  buy. 


The  Funds 


Stock  funds  with  high  yields  seem  to  have 
built-in  tax  disadvantages.  But  they  may 
make  sense  for  the  retired  or  the  cautious. 


The  mixed  bag 


By  Laura  R.  Walbert 


Should  you  buy  a  fund  to  get 
maximum  yield  or  maximum 
long-term  gains?  One  answer 
may  be  to  get  a  fund  with  a  little  of 
each.  Such  an  investment  can  provide 
an  attractive  payout  while  still  pre- 
serving capital  from  being  eroded  by 
inflation. 

So-called  equity  income  funds  an- 
swer this  need,  and  some  have  per- 
formed well  of  late.  Last  year,  when 
the  average  of  all  funds  returned  a 
meager  1.2%,  the  average  equity  in- 
come fund  returned  9.7%,  according 
to  Lipper  Analytical  Services.  But  in- 
vestors often  overlook  the  equity  in- 
come group.  Since  these  funds  invest 


in  stocks  with  high  dividends,  their 
total  return  contains  a  large  dose  of 
ordinary  income  along  with  the  cap- 
ital gains.  That  creates  a  dilemma  for 
top-bracket  taxpayers.  Putting  the 
fund  in  an  IRA  or  deferred  compensa- 
tion plan  wastes  part  of  the  IRA's  tax 
shelter  on  long-term  capital  gains, 
which  have  a  low  tax  rate  anyway. 
But  if  the  fund  is  not  in  an  IRA,  an 
investor  can  lose  half  of  the  high  yield' 
to  tax  collectors. 

For  a  middle-bracket  retiree,  how- 
ever, equity  income  funds  can  be  sur- 
prisingly attractive.  The  payouts,  ide- 
ally, maintain  their  purchasing  power 
over  time,  while  a  bond's  coupons 
won't.  And  a  good  income  fund  is 
safer  than  the  typical  growth  fund. 


Numbers  in  safety 

The  equity  income  fund  offers  a  high  yield,  greater  safety  than  the  typical 
growth  fund  and — sometimes — respectable  long-term  performance. 

Total  return1— 

ten  years 
Fund                                                            (annualized) 

one 
year 

Assets' 
(millions) 

Yield2 

•  Fidelity  Equity-Income                                     24.5% 

10.6% 

$1,186 

6.8% 

Vanguard  Qualified                                            19.9 
Dividend  Portfolio  I' 

25.6 

113 

8.1 

financial  Industrial  l;                                       18.5 

9.8 

220 

6.2 

Safeco  Income                                                 18.3 

10.0 

20 

6.8 

Fidelity  Puritan 

10.6 

870 

8.1 

•  Income  Fund  of  Ame^ics 

14.7 

301 

7.7 

Founders  Income 

11.6 

8 

9.1 

'To    Dec.    31.    198-4      -Rutin  i 
•  Load  Fund 

Sotii  i 

'Not 
Services 

iccepting   new    investors 
Forbes  (ten-year  figures  onfyj 

Says  Bruce  Johnstone,  portfolio  man- 
ager of  the  Boston-based  Fidelity  Eq- 
uity-Income Fund:  "It  has  low  volatil- 
ity, it  has  downside  protection,  and 
yet  by  historical  terms  it  also  per- 
forms much  better  than  the  market. 
So  you  can  have  your  cake  and  eat 
it,  too." 

Of  course,  no  group  of  funds  is  uni- 
formly good,  but  a  careful  eye  can  find 
interesting  offerings.  Johnstone's  $1.3 
billion  Fidelity  Equity-Income,  a  new- 
comer to  the  Forbes  honor  roll  last 
year  (Aug.  27,  1984),  has  a  ten-year 
average  annual  return  of  24.5%.  Equi- 
ty-Income is  one  of  Fidelity's  bestsell- 
ing  retirement  account  products. 

Fidelity's  slightly  more  conserva- 
tive Puritan  Fund  has  a  17.5%  ten- 
year  average  annual  return,  while  the 
Income  Fund  of  America,  managed  by 
Los  Angeles-based  Capital  Research 
&.  Management,  generated  a  ten-year 
average  annual  return  of  16.7%.  That 
is  as  good  as  many  a  "maximum  ap- 
preciation" growth  fund.  Over  the 
years,  a  steady  7%  or  so  yield  can 
make  up  for  a  lot  of  lost  capital  gains 
opportunities. 

Yet  equity  income  funds  tend  to  fall 
between  the  cracks.  At  the  end  of 
1984,  growth  funds  had  nearly  $29 
billion  in  assets  and  fixed-income 
(i.e.,  bond  and  preferred  stock)  funds 
tallied  $28  billion.  Equity  income 
funds  boasted  only  $5.8  billion,  and 
some  $675  million  of  that  was  in  so- 
called  corporate  cash  funds,  designed 
to  make  use  of  the  tax  break  that 
allows  corporate  investors  to  exclude 
85%  of  their  dividend  income  from 
taxable  income. 

Delivering  high  yields  on  a  com- 
mon stock  fund  can  be  difficult  for  the 
portfolio  manager  who  does  not  want 
a  heavy  dose  of  utilities,  says  Andrew 
Cox,  portfolio  manager  of  Denver- 
based  Founders  Income.  Last  year  the 
average  yield  on  the  S&P's  500  was 
only  4.4%,  and  that  index  contains  a 
large  measure  of  utilities.  "Compa- 
nies these  days  aren't  in  a  big  hurry  to 
increase  their  dividends.  Ten  years 
ago  I  would  go  to  meetings  and  the 
president  would  get  up  and  say, 
'We've  increased  our  dividend  every 
year.'  Round  of  applause.  No  one  ever 
talks  about  dividends  now,  because 
they  know  it  doesn't  sell  on  Wall 
Street,"  says  Cox. 

To  produce  a  7%  yield,  the  equity 
income  fund  manager  may  resort  to 
investments  that  make  the  fund  al- 
most into  a  balanced  fund,  or  a  mix- 
ture of  stocks  and  bonds.  Seattle- 
based  Safeco  Income  Fund  can  have 
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"Of  course  Vm  sure,  I  read  itinBuSiness  Week." 


Today,  business  isn't  just  multifaceted.  It's  multinational. 

That's  why  today's  fast-paced  executives  rely  on  Business 
Week  International. 

From  London  to  Los  Angeles,  Peoria  to  Paris,  Business 
Week  International  goes  beyond  merely  reporting  the  business 
news  to  analyzing  the  events  behind  it.  - 

Giving  executives  the  kind  of  insight  into  the  world's  busi- 
ness climate  that  helps  them  act  instead  of  react. 

And  giving  advertisers  the  kind  of  authoritative  environ- 
ment where  their  message  gets  the  attention  it  deserves. 

Business  Week  International.  Readers  and  advertisers 
look  at  it  the  same  way. 

As  a  sure  thing. 

■AlNTERNATIONALlAf  ■ 

BusinessWeek,  i 

THE  VOICE  OF  AUTHORITY 


The  Funds 


up  to  40%  of  assets  in  convertible 
bonds  and  convertible  preferred 
stocks.  Fidelity  Equity-Income  cur- 
rently has  20%  of  the  fund  in  convert- 
ibles, 10%  in  straight  debt  and  pre- 
ferred stocks  and   14%   in  utilities. 


Founders  Income  writes  call  options 
against  its  stock  positions;  that  con- 
verts what  would  otherwise  be  capital 
gain  into  ordinary  income. 

In  a  bearish  year,  a  high  yield  can 
pay  a  stock's  way.  Benefiting  from  the 
decline  in  interest  rates,  utilities 
ranked  as  some  of  the  best  performers 
for  1984.  High-yield  stocks  won't  al- 


ways provide  such  juicy  capital  gains; 
equity  income  funds  tend  to  be  under- 
performers  in  bull  markets.  But  Fidel- 
ity's Johnstone  optimistically  pre- 
dicts that  the  current  combination  of 
low  inflation  and  high  interest  rates 
still  offers  a  "historic  opportunity" 
for  earning  large  capital  gains  on  high- 
yield  securities.  ■ 


Bank  advertisements  are  promising  a  lot 
more  than  they  can  possibly  deliver,  so 
Congress  will  have  to  pass  yet  another  law 
to  spare  us  from . . . 


X  rated  yields 


By  Richard  Greene 


T|he  ads  in  Washington,  D.C.- 
area  newspapers  are  typical: 
Bay  State  Savings  &  Loan,  of 
Maryland,  is  offering  an  impressive 
12.5%  return  on  IRAs.  Rival  National 
Bank  of  Washington,  a  few  days  later, 
touts  20%  returns  on  its  IRAs.  Then 
there's  Riggs  National  Bank  offering 
an  8.1%  "guaranteed  annual  rate"  on 
its  money  market  accounts. 

Do  the  rates  sound  too  good  to  be 
true?  They  should.  For,  while  the 
banks  don't  lie  outright,  their  claims 
can  be  thoroughly  misleading — and 
expensive.  Investors  current- 
ly searching  for  the  best  rate 
for  their  IRA  investments 
should  be  particularly  wary, 
as  an  error  in  reading  what 
the  banks  really  pay  can  be  a 
compounding  one.  It  can 
translate  into  thousands  of 
lost  dollars  over  the  life  of 
the  account. 

"The  banks  are  out  there 
competing,  not  with  the  ac- 
tual    amount     of     money 
they're  going  to  give  some- 
one but  with  tricky  . 
tising,"     says     DemoLi; 
Congressman   Richard    Leh 
man  of  California,   who  is 
sponsoring  legislation  called 
the   Truth   In   Savings   bill, 
aimed  at  forcing  banks   to 


clean  up  their  misleading  act. 

Currently,  similar  legislation  exists 
only  in  a  few  states,  including  New 
York  and  Massachusetts.  "There's 
really  no  way  a  consumer  who  is  just 
looking  at  the  ads  can  tell  how  much 
real  yield  he's  getting  from  an  ac- 
count," says  Lehman. 

The  problems  start  with  simple 
hype — 20%  returns  on  IRAs,  for  ex- 
ample, that  turn  out  to  be  in  effect  for 
only  two  or  three  months.  But  at  least 
such  facts  can  usually  be  uncovered 
by  reading  the  small  print. 

Then  there  are  the  simply  nonsen- 
sical offers,  like  promising  annual  re- 


in whose  best  interest? 


Obviously,  the  more  frequently  the  interest  on 
your  money  is  compounded,  the  greater  your  re- 
turn. This  table  shows  the  effects  of  compound- 
ing schedules  at  various  interest  rates. 


Effective  annual  yields 

compounded         compounded         compounded 
quarterly  monthly  daily 


8.24% 


3.30% 


9.31 


9.38 


9.42 


10.38 


10.47 


10.52 


46 


11.57 


11.63 


Source  The  Donogbue  Organization 


turns  on  money  market  funds.  Think 
about  that  for  a  minute.  You  would 
assume  that  $1,000  in  an  account 
with  a  "guaranteed  annual  return"  of 
8.1%  would  surely  pay  out  $81  at 
year's  end,  right?  But  bank  money 
market  funds  change  their  rates  every 
few  weeks,  and  the  odds  of  the  rate's 
staying  exactly  the  same  for  a  year  are 
about  the  same  as  finding  a  million- 
dollar  mistake  in  your  favor  on  your 
next  bank  statement. 

Even  more  difficult  to  detect  are  the 
gyrations  that  banks  make  when  they 
calculate  the  real  return  you  will  get 
from  money  in  a  certificate  of  deposit 
or  on  a  long-term  IRA  commitment. 
There  are  a  number  of  important  dif- 
ferences in  the  way  various  banks  cal- 
culate your  return,  but  the  biggest 
question  centers  on  compounding — 
how  frequently  the  interest  rate  is 
applied  to  the  current  balance  in  an 
account. 

The  12.5%  return  at  Bay  State  Sav- 
ings &  Loan,  for  example,  is  com- 
pounded annually.  So,  if  you  put  in 
$2,000  on  Jan.  1,  you  wind  up  with 
$2,250  at  the  end  of  the  year.  If  that 
money  had  been  compounded  daily, 
you  would  have  $2,266.  Not  a  huge 
difference,  of  course,  but  it  can  add  up 
over  time. 

So,  when  you  are  shopping  around 
for  rates  on  your  IRAs  or  CDs,  look  at 
the  figure  called  "effective  yield,"  as 
it  takes  compounding  into  account 
(see  table).  Lehman's  pro- 
posed legislation  would  force 
all  banks  to  disclose  clearly 
this  effective  yield. 

Until  the  bill's  passage — 
its  chances  are  good,  says 
Representative  Lehman — 
the  best  way  to  make  com- 
parisons is  to  ask  competing 
institutions  variations  on 
this  question:  "If  I  were  to 
place  $1,000  into  such  and 
such  an  account  at  the  begin- 
ning of  the  year,  how  much 
would  I  have,  taking  into  ac- 
count all  the  fees,  at  the  end 
of  the  year?" 

If  they  cannot,  or  will  not, 
answer  the  question,  ther 
just  move  on  to  the  next 
bank.  ■ 


8.33% 
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Rate  excellent 
In  every  category? 


Recently,  Datapro  Research  Corporation,  an  inde- 
pendent research  organization,  asked  copier 
users  to  rate  their  copiers  in  various  areas  of  per- 
formance and  service.  They  got  replies  from  2,371 
respondents.  One  or  more  Kodak  copier  models, 
or  Kodak  as  a  vendor,  received  top  ratings  in  each 
of  four  key  "Special  Merit  Award"  categories: 
Copier  Reliability,  Copy  Quality  Service,  and  Over- 
all Satisfaction. 

If  results  like  these  surprise  you,  it  can  only  be 
that  you  haven't  seen  the  survey  Or  you  don't  have 
any  Kodak  copiers.  Call,  or  send  the 
coupon  to  correct  both  problems: 
1 800  44KODAK  (1 800  445-6325)  Ext  324. 


Kodakcopiers 
can! 


Eastman  Kodak  Company,  CD 5380,  Rochester,  NY  14650 

□  Please  send  me  the  survey  results. 

□  Please  send  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume 


Name- 


Title. 


Company. 
City 


.State. 


.Zip. 


Telephone 


©  Eastman  Kodak  Company,  1985 


First  Winthrop  has  done  a  stunning  job  of 
selling  tax  shelters.  Now,  as  tax  reform 
looms,  it  is  selling  itself— at  a  fat  price. 

The  ultimate 
shelter  sale 


By  Lisa  Gubernick 


If  you've  ever  thought  that  tax  shel- 
ter operators  get  more  out  of  the  shel- 
ter than  you  do,  shelter  operator  First 
Winthrop  Corp.  has  a  deal  for  you: 
You  can  buy  shares  in  First  Win- 
throp's  profits.  But  you  will  have  to 
pay  handsomely  for  the  privilege. 


The  Boston-based  real  estate  syndi- 
cator  has  become  the  first  to  syndi- 
cate itself.  First  Winthrop  is  selling  a 
$200  million  limited  partnership  that 
gives  investors  a  35%  stake  in  future 
profits. 

Last  year  Winthrop  grabbed  the 
limelight,  and  about  $70  million  in 
potential  gross  profits,  when  it  com- 


pleted one  of  the  biggest  tax  shelter 
syndications  ever:  19  New  York  City 
buildings  from  the  MacArthur  Foun- 
dation (Forbes,  Nov.  5,  1984).  Now  the 
public  can  purchase  a  piece  of  such 
profits  via  Winthrop  Financial  Asso- 
ciates, a  limited  partnership  that  gets 
some  of  the  income  from  First  Winth- 
rop's  tax  shelter  activities. 

Why  is  Winthrop  giving  up  a  piece 
of  its  business?  According  to  George 
Carter,  the  First  Winthrop  principal 
who  is  in  charge  of  this  sale,  Winthrop 
needs  a  bigger  equity  base  in  order  to 
syndicate  larger  real  estate  deals.  It 
wants  the  $200  million,  even  though 
it  already  had  almost  $60  million  in 
equity  capital  at  the  end  of  October 
1984.  That's  double  what  it  had  a  year 
before. 

The  $200  million  will  also  help  cov- 
er the  cost  of  new  offices,  which  will 
more  than  double  the  annual  rent, 
from  $2.1  million  to  $4.6  million. 
And  it  will  help  with  the  salaries  of 
Winthrop's  five  top  officers  (including 
Carter),  which  totaled  $4.3  million 
last  year.  Then  there  is  a  65-person 
sales  team,  which  pockets  up  to  $500 
for  each  $10,000  unit  sold. 

"Winthrop  got  into  this  deal  so  the 
partners  could  buy  themselves  some 
stability,"  says  one  tax  shelter  expert, 
who  asked  not  to  be  named.  Who's 
providing  that  pricey  security  blan- 
ket? The  public  investors. 

Credit  where  it's  due:  Winthrop's 
record  over  its  ten-year  history  is  im- 
pressive. In  1975  the  firm  had  seven 
employees  and  less  than  $1  million  in 
capital.  By  the  end  of  September  of 
last  year  some  37,000  investors  had 
purchased  interests  in  nearly  25C 
partnerships  with  equity  totaling  $1.<: 
billion.  Winthrop's  pretax  income  for 
the  year  ending  Apr.  30,  1984— $32.= 
million — was  almost  double  what  ii 
was  the  year  before. 

But  past  is  not  future,  and  Winthrop 
is  charging  investors  a  high  price  fo: 
admission  to  an  era  of  uncertainty 
Tax  shelter  expert  William  Brennar 
pegs  the  price/earnings  ratio  on  th( 
Winthrop  deal  at  about  14.  (Since  th( 
new  Winthrop  won't  pay  taxes,  Bren 
nan  is  looking  at  pretax  income.)  Thi 
closest  comparable  companies,  Equi 
tec  and  Integrated  Resources,  havi 
P/Es  of  8  and  6,  respectively,  mostl; 
because  of  tax  reform  fears.  Winthro] 
has  no  inventory,  and  there  are  m 
new  projects  listed  on  the  prospectus 

Winthrop's  bread  and  butter  ha 
been  privately  placed  real  estate  ta: 
shelters  for  wealthy  investors.  Whei 
the  Treasury  issued  its  tax  proposal 
last  fall,  Drexel  Burnham  Lambei 
virtually  shut  down  its  real  estate  ta 
department  for  two  months.  Real  es 
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BUSINESS 


MAGAZINE 


NETWORK 


The  only  network  of  business  magazines  that  talks 

to  each  Latin  American  business  community 

INDIVIDUALLY  AND  IN  ITS  OWN  LANGUAGE 


TALK  TO  US:— 

MARTIN  MEDIA  COMMUNICATIONS 

P.O.  Box  396,  Ridgewood,  N.J.  07450    •     (201)  444-7703 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


March  25, 1985 


3,250,000  Shares 

jjjffl^  Magna  International  Inc. 

Class  A  Subordinate  Voting  Shares 

(without  par  value) 


Price  $16  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


McLeod  Young  Weir  Incorporated  Burns  Fry  and  Timmins  Inc. 


Bear,  Stearns  &  Co. 


Alex.  Brown  &  Sons 

Incorporated 


Dillon,  Read  &  Co.  Inc. 


Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 


Hambrecht  &  Quist    g.  p_  Hutton  &  Company  Inc.    Kidder,  Peabody  &  Co.     Lazard  Freres  &  Co. 

Incorporated  Incorporated 

Merrill  Lynch  Capital  Markets      Montgomery  Securities      Morgan  Stanley  &  Co.      PaineWebber 

Incorporated  Incorporated 

Prudential-Bache  Robertson,  Colman  &  Stephens  L.  F.  Rothschild,  Unterberg,  Towbin 

Securities 

Salomon  Brothers  Inc 


Wertheim  &  Co.,  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 
Dean  Witter  Reynolds  Inc. 


tate  investment  expert  Stephen  Rou- 
lac  estimates  that  the  Treasury  plan 
clipped  8%  in  the  fourth  quarter  of 
1984  from  the  volume  of  publicly 
placed  real  estate  syndications,  and 
probably  more  from  privately  placed 
syndications. 

Carter  claims  his  firm's  recent 
building  syndications  emphasize  cash 
payouts  more  than  tax  sheltering. 
Still,  the  MacArthur  package  prom- 
ised tax  deductions  during  the  early 
years  of  the  deal  running  to  twice  the 
cash  contributions.  "It's  a  lot  harder 
to  sell  deals  that  ask  investors  for 
aftertax  dollars,"  says  a  shelter  expert. 

Winthrop's  seven  general  partners 
aren't  selling  their  own  shares  in  this 
offering.  But  they  are  doing  the  next 
best  thing,  which  is  converting  some 
of  their  rights  to  future  income  into 
cash  today.  Thanks  to  the  $200  mil- 


Winthrop  is  charging  a 
high  price  for  admission  to 
an  era  of  uncertainty. 
Tax-shelter  expert  William 
Brennan  pegs  the 
price! earnings  ratio  on 
the  deal  at  about  14. 
Partly  because  of  threat- 
ened tax  reforms,  Equitec 
and  Integrated  Resources 
have  PIEs  of  only  8  and  6 
respectively. 


lion  infusion,  Winthrop's  general 
partners'  shares  (65%  of  the  total  part- 
nership], with  $4.90  in  tangible  net 
worth  before  the  deal,  will  now  be 
worth  $1 1.90,  while  the  limited  part- 
ners will  pay  $25  each  for  those 
$11.90  shares.  The  insiders  will  have 
a  reduced  claim  on  the  partnership's 
future  earnings  but  will  have  an  in- 
stant claim  on  about  $130  million  of 
the  public's  cash  (65%  times  $200 
million). 

Meanwhile,  by  selling  shares  in  a 
partnership  rather  than  in  a  corpora- 
tion, Winthrop's  managers  retain  a 
lock-grip  on  the  way  the  company  is 
run.  Says  Carter,  "We  would  rather 
have  passive  partners  than  active  in- 
vestors. We  didn't  want  to  be  inhibit- 
ed in  the  way  we  ran  our  company." 
Unlike  shareholders  in  a  public  corpo- 
ration, limited  partners  can't  wage 
proxy  fights  to  restrain  self-dealing  or 
excessive  salaries.  Short  of  going  to 
court,  limited  partners  have  no  say  in 
how  the  company  is  run. 

No  problem  if  Winthrop  continues 
its  recent  performance.  But  with  the 
specter  of  tax  reform  looming,  the 
only  ones  sure  to  make  out  big  are 
Carter  and  his  crew.  ■ 
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ON  AND  OFF  THE  AVENUE 


There's  a  remarkably  close 
analogy  between  Paul  Stuart 
and  The  New  Yorker.  That's  why 
you're  the  only  magazine  we've 
used  for  32  consecutive  years. 
We're  after  the  same  sort  of 
customers.  We  have  both  grown 


the  same  way — soundly. 

We  always  feel  comfortable  in 
The  New  Yorker. .  .just  as  our 
customers  feel  comfortable  in 
our  clothes.  There's  a  kinship: 
We  have  the  same  values . . . 
quality,  integrity,  consistency, 
style . . .  not  being  the  biggest, 
being  the  best.  cliff  grodd 

PRESIDENT 
PAUL  STUART 


"Could  he  be  preppy?" 
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As  I  See  It 


The  dollar  is  falling,  the  dollar  is  falling. 
Oppenheimer's  Francis  Kelly  says  this  is 
bullish  for  the  stock  market. 

"The  great 
reflation" 


By  William  Baldwin 


The  dramatic  7%  decline  in  the  dol- 
lar in  late  March  has  left  investors 
wondering  what  happens  next  and 
what  it  means  for  the  securities  mar- 


kets. Francis  Kelly,  47 ',  Oppenheimer 
&  Co.'s  director  of  research,  is,  like 
many  an  economist,  a  dollar  bear  who 
believes  inflation  will  return  with  the 
currency's  decline.  But  this  leads  him 
to  the  unorthodox  conclusion   that 


Frai  wis  Kelly  \  Oppei  iheif  nei 

Double-digit  inflation  will  help,  not  hurt,  stock  prices. 


U.S.  stocks  will  go  up.  Forbes  visited 
him  to  hear  more  of  this  intriguing 
line  of  reasoning. 
First,  how  severely  do  you  think 
the  dollar  mil  fall? 

I  think  you  are  heading  into  a  mul- 
tiyear  decline  in  the  dollar.  I  think  it's 
going  to  be  substantial.  It  would  take 
a  50%  decline  in  the  dollar  to  theo- 
retically equilibrate  the  terms  of  trade 
between  the  U.S.  and  its  trading  part- 
ners and  to  bring  the  current  account 
into  balance. 

Why  has  the  decline  begun  at  this  time? 
The  trade  deficit  will,  in  my  opinion, 
reach  record  levels  in  the  first  half  of 
this  year.  In  conjunction  with  that, 
the  net  credit  position  that  we  have 
historically  [on  foreign  investment] 
flips  in  the  other  direction.  So  you 
have  not  only  the  trade  deficit  but  the 
interest  expense  on  the  capital  ac- 
count deficit  as  well. 

Creditors  of  the  U.S.  get  more  dol- 
lars. And  the  question  is,  on  receipt 
of  those  dollars,  does  the  foreigner 
hold  them  and  simply  reinvest?  Or 
does  he  say,  "Central  bank,  take 
them  off  my  hands.  Give  me  in  ex- 
change French  francs  or  Swiss  francs 
or  pounds"?  That  exchange  is  a  sale 
of  the  currency,  and  that  is  what 
pushes  the  dollar  down. 

Yet  you  say  we  must  welcome  this 
decline  from  the  strong  dollar. 
We  must  embrace  a  cheap-dollar  poli- 
cy in  this  country  to  avoid  a  recession. 
[With  a  high  dollar]  everything  that 
relates  to  goods-producing  activity  in 
this  country,  from  oil  and  gas  produc- 
tion to  farming  to  final  goods,  gets 
depressed.  Import  prices  fall,  profit 
margins  get  squeezed,  people  get  laid 
off.  Look  at  this  year,  profits  in  many 
cases  are  going  to  be  down.  Capital 
spending  is  weakening.  The  economy 
will  probably  drift  into  a  recession 
around  midyear.  That's  the  legacy  of 
an  overly  powerful  dollar. 

But  if  we  have  a  cheaper  dollar' 
You  get  profits  rising,  capital  spend- 
ing rising.  Your  export  markets  come 
back.  You  have  the  basis  for  an  up- 
swing in  important  sectors.  Your 
commodity  stocks  like  energy  and 
metals,  your  food-related  businesses, 
high-technology  components,  earth- 
moving  equipment,  agricultural 
equipment,  all  come  back  into  the 
picture.  I  think  we're  going  to  have  an 
extraordinary  upswing. 

But  at  the  cost  of  renewed  inflation? 
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country  (Sic. 

It's  everywhere;  And  now,  for 
those  occasions  that  require  a  little 
extra  attention  to  dress,  we've  taken  a 
couple  of  fashion  staples  and  added 
our  stamp  of  outdoor  flair. 

We  put  pur  famous  Field  &  Stream 
Canada  Goose  and  Rainbow  Trout 
logo  on  a  handsoftie  Club  Tie  made 
from  fine  English  Twill  with  silk 


Li&aiaclaU  u ! :!,  H 


square,  pure  silk  Italian  Scarf. 

Pick  one  fOr  VoUrsfilfflr  give  nnp  as 


Pick  one  for  yourself flr  give  one  as 
a  gift  to  someone  special.  Buy  both 
and  you  can  save  $5i00! 

Our  Field  &  Stream  CluKtie  and 


le 


Please  send  me . 


.  F  &•  S  Scarves  and 


Club  Ties.  I've  enclosed  $15.00  /or  each 

fie,  and  $25.00  for  each  scarf,  fpius  $2.50  postage  & 
handling /or  each  item),  and  $35.00/oreach 
combination  set  of  tie  and  scarf  (plus  $3.50  p  &•  h). 
Add  applicable  sales  tax,  and  make  checks  payable 
to  Field  &  Stream. 

Color  (TIE):  Maroon Navy 

f Scarf  available  in  Navy  only.) 

Charge  my  Credit  Card:  Amex Visa MC 

Exp.  Date 

Account  No. 

mm  1 1  1 1 1 1  i  ijjj 


Name 

Address 

City,  State,  Zip. 
Signature 


Mail  to  Field  &•  Stream  Scarf/Club  Tie, 

120  Brighton  Road,  P.O.  Box  5076,  Clifton  N/  07015 

Allow  4-6  weeks  for  delivery.  Gift  box  included. 
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The  Field  &■  Stream.  logo  .and  goose  &  trout 
'.-..logo  are  trc(demarb.o/C0S  6rc 
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We're  entering  the  great  reflation  of 
the  second  half  of  the  1980s— and 
maybe  of  the  postwar  period. 

How  much  inflation,  and  why? 
Well,  I'll  tell  you.  What  determines 
how  much  inflation  you  have  is  how 
fast  debt  has  gone  up,  how  much 
money  you  create  and  what  happens 
to  the  dollar. 

How  were  we  able  to  contain  mon- 
ey growth  at  7%  over  the  past  five 
years  while  private  and  public  sector 
debt  grew  at  15%?  We've  borrowed 
from  foreigners  25%  of  our  net  credit 
requirements.  How  did  we  manage  to 
hold  inflation  down  to  4%  with  mon- 
ey growing  at  7%  ?  The  50%  apprecia- 
tion of  the  dollar  trimmed  the  annual 
rate  of  inflation  by  about  2%  a  year. 
But  in  the  next  few  years  money 
growth  will  probably  have  to  average 
somewhere  in  the  8%-to-9%  range — 
suggesting  a  base  rate  of  inflation  of 
8%  to  9%.  Superimpose  on  that  a 
50%  decline  in  the  dollar  over  the 
next  three  to  four  years.  You're  talk- 
ing about  importing  to  your  price  in- 
dexes another  1  Vi%  to  2%  a  year.  So 
ultimately  you  can  end  up  with  an 
inflation  rate  that's  in  the  two-digit 
area,  10%. 

And  this  time  inflation  is  supposed  to  be 
bullish  for  equities,  even  though  it  was 
bearish  in  the  1970s? 
Inflation  has  not  been  good  for  equi- 
ties in  the  past  because  investors  have 
said,  "This  is  cyclical  inflation.  So 
what  am  I  paying  for?  Something 
that's  just  going  to  disappear  in  the 
next  recession."  As  a  result,  investors 
would  never  capitalize  peak  earnings. 
Multiples  fell  as  earnings  accelerated. 

There  was  one  exception.  In  1980, 
when  investors  were  led  to  believe  the 
inflation  was  secular — 15-to-20-year 
inflation  periods — they  paid  record 
multiples  on  cyclical  earnings  in  the 
oil  industry. 

My  contention  is  that  we're  enter- 
ing a  period  during  which  people  will 
come  to  think  that  way  about  infla- 
tion in  general.  Namely,  that  it  is 
endemic,  that  it  cannot  be  extirpated 
through  a  shift  in  fiscal  policy  back  to 
orthodoxy,  that  we  cannot  afford  to 
reverse  the  dollar. 

And  under  these  conditions,  bond 
investors  will  say,  "The  heck  with 
this"  and  stock  investors  will  say, 
"Can  I  find  managements  that  can 
operate  effectively  in  that  setting  ei- 
ther to  protect  the  underlying  asset 
values  or  to  maintain  the  stream  of 
earnings  and  dividends  in  line  with 
inflation?"  Sure.  All  over  the  place.  So 
people  will  buy  stocks  as  cheap  liens 
on  the  underlying  assets.  ■ 
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If  you  are  an  amateur  investor,  transac- 
tion costs  can  eat  you  up  in  the  o-t-c 
market.  But  you  can  help  yourself  by  play- 
ing at  least  a  little  more  like  the  pros. 

Over-the-counter 
intelligence 


Jack  Willoughby 


T|  he  fact  that  the  Securities  &. 
Exchange  Commission  wants 
to  issue  tighter  disclosure  guide- 
lines on  what  brokers  charge  retail 
customers  for  trading  over-the- 
counter  securities  tells  you  some- 
thing. It  tells  you  the  charges  are  high. 

You  may  not  know  how  high  be- 
cause often  your  o-t-c  broker-dealer's 
prices  and  markups  (the  equivalent  of 
commissions)  are  lumped  together  in 
a  net  price.  Reporting  them  separate- 
ly, thinks  the  SEC,  would  reduce 
chances  of  excessive  charges  and  al- 
low customers  to  monitor  execution 
of  trades.  The  brokerage  community 
is  already  grumbling  about  such  cum- 
bersome disclosure. 

But  regulation  will  do  nothing 
about  the  spread  between  the  bid  and 
asked  prices — the  prices  at  which  you 
can  sell  and  buy.  Except  in  the  more 
active  issues,   spreads  are  generally 


wider  on  the  o-t-c  than  on  the  New 
York  and  American  stock  exchanges 
because  the  o-t-c  is  largely  made  up  of 
thinly  traded  stocks.  Dealers  take 
risks  making  markets  in  these  shares, 
so  they  charge  a  larger  spread. 

So  what  can  you  do  for  yourself  to 
reduce  transaction  costs?  Forbes 
talked  to  professional  money  manag- 
ers, who  offered  a  few  suggestions. 

•  Watch  those  spreads.  The  inside 
spread — which  you  see  in  your  news- 
paper every  day — represents  the  high- 
est bid  and  the  lowest  offer  available 
through  a  network  of  separate  dealers 
across  the  country.  The  wider  the 
spread,  obviously,  the  more  a  stock 
has  to  move  for  you  to  break  even 
when  you  sell  it.  Most  money  manag- 
ers say  they  start  to  shop  around  when 
a  spread  is  more  than  5%  of  the  mar- 
ket price.  You  may  not  be  able  to  do  as 
well.  But  use  it  as  a  benchmark  and 
think  twice  about  buying. 

•  Use  limit  orders.  There  are  a  couple 


Brian  Ajhar 
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of  ways  to  play  limit  orders — instruc- 
tions to  buy  or  sell  at  a  specified 
price — to  your  advantage. 

One  is  to  try  placing  your  limit  or- 
der in  the  morning  at  the  price  you 
want  to  pay  for  the  stock — above  the 
bid  but  below  the  offer.  "Let's  face  it. 
If  those  guys  [dealers]  want  to  eat  that 
evening,  they'll  go  out  and  make  the 
trade.  Quite  often  they  will  come 
back  with  your  price  at  3  o'clock  if  the 
market  isn't  active,"  says  a  trader, 
who  asked  not  to  be  named. 

A  caution:  Limit  orders  should  be 
used  for  one  day  only.  Never  leave  a 
standing  order  overnight.  Why?  In  a 
volatile  market,  you  may  wake  up  the 
next  morning  and  find  that  you've 
bought  a  rapidly  falling  stock.  Or  that 
the  broker  has  sold  you  out  of  a  rapid- 
ly rising  one.  "It's  like  leaving  the 
keys  in  the  car.  An  order  to  buy  1,000 
shares  when  and  as  he  can  gives  the 
broker  a  great  deal  of  license,"  says 
Gregory  Donovan,  a  trader  for  T. 
Rowe  Price  Associates  of  Baltimore. 

So  far  there  are  no  set  rules  covering 
limit  orders  in  the  o-t-c  market.  But 
the  National  Association  of  Securities 
Dealers,  the  o-t-c  governing  body,  has 
reminded  brokers  of  their  fiduciary 
obligations  not  to  put  themselves 
ahead  of  the  limit  order  customer. 

•  Being  a  contrarian  can  pay.  "If  you 
buy  when  the  stock  is  going  down, 
you  can  make  a  low  bid  to  an  o-t-c 
dealer,  who  has  a  heavy  inventory  po- 
sition," says  Robert  Stafford,  manag- 
ing director  of  San  Francisco's  Pacific 
Asset  Management.  For  example,  a 
buyer  could  have  received  a  good  dis- 
count last  December  because  of  heavy 
tax-loss  selling. 

•  Watch  the  volume.  Scan  the  pre- 
vious month's  trading  activity  in  your 
target  stock  to  see  if  the  size  of  your 
order  could  affect  the  price  of  your 
shares.  A  transaction  of  more  than 
one-quarter  of  the  daily  volume  can 
make  a  difference,  says  Tom  Mink,  a 
partner  of  Johnson,  Valliant  &  Broad- 
foot  Inc.  of  Baltimore. 

And  keep  in  mind  that  volume  fig- 
ures are  overstated  for  many  o-t-c  is- 
sues because  of  trading  among  deal- 
ers. Volume  can  be  overstated  by  as 
much  as  35%  for  active  issues. 

•  Go  for  the  end  zone.  Take  a  long- 
term  view  with  your  o-t-c  holdings 
and  resist  the  broker's  call  to  swing 
into  other  golden  opportunities.  Re- 
member, with  small  companies  and 
high  transaction  costs,  you're  taking  a 
risk  to  begin  with.  You  should  be  aim- 
ing for  a  better  than  average  return. 
Veteran  investor  Philip  Carret  of  New 
York's  Carret  &  Co.  (Forbes,  Feb.  25) 
says:  "If  you  don't  think  the  stock  is 
going  to  double,  don't  buy  it."  ■ 
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Another 

good  reason 

to  choose 

Twentieth 

Century: 

Cash  Reserve 


For  years,  investors  have  chosen  Twentieth  Century's  mutual  funds 
for  their  impressive  record  of  long-term  performance.  And  now 
there's  another  good  reason  to  choose  Twentieth  Century:  Twentieth 
Century  Cash  Reserve.  Cash  Reserve  is  the  new  fund  that  lets  you  earn 
current  money  market  yields  every  day,  with  no  rninimum  investment 
required.  Then  as  your  needs  and  plans  change,  you  can  choose  from 
our  entire  family  of  flexible,  no-load  funds.  Twentieth  Century  Cash 
Reserve:  a  good  choice  for  a  lot  of  reasons. 

Want  to  know  more?  Far  complete  information  about  Twentieth  Century's 
seven  funds  (Growth,  Select,  Ultra,  Vista,  Giftrust,  U.S.  Governments  and 
Cash  Reserve),  write  or  call  for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  free  prospectus  to 
Name. 


P.O.  Box  200,  Kansas  City,  Missouri  64141 
(816)531-5575 
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Or  the  magazine? 

All  we  need  to  get  readers  hooked  on  Forbes  is  Forbes. 


To  get  you  to  subscribe  to  Business  Week,  they  try  to 
hook  you  with  a  solar  calculator.  When  Fortune  wants 
your  business,  they  dangle  a  digital  calculator/watch 
or  a  camera.  In  fact,  such  premiums  accounted  for 
almost  a  third  of  Fortune's  new  subscriptions,  ac 
cording  to  the  latest  Publishers  Statements.  But 
wouldn't  you  wonder  just  how  "premium"  is 
the  quality  of  the  subscribers  that  have  to  be 
baited  in  this  fashion? 

Forbes  not  only  doesn't  offer  premiums 
(other  than  some  reprints  from  the  maga- 
zine), but  now  Forbes'  subscription  rate 
is  at  a  premium  compared  with  the 
other  two: 

Biweekly  Forbes  is  $42.00  a  year 
Weekly  Business  Week  is  $39.95 
a  year 
Biweekly  Fortune  is  $39.00  a  year 


Forbes'  Audit  Bureau  of  Circulation  figures  run  rings 
around  both  Business  Week  and  Fortune.  The  latest 
numbers  show  that  Forbes'  U.S.  circulation  is  now  over 
100,000  more  than  Fortune's  and  almost  equal  to  Busi- 
ness Week's,  when  you  subtract  their  "Post  Expiration 
Copies  Included  in  Paid  Circulation." 

What  accounts  for  Forbes'  growing  success?  It's 
the  one  business  magazine  where,  in  one 
\     reading,  a  busy  executive  can  be 

informed,  entertained,  even  inspired. 
That's  why  study  after  study  proves  that 
more  officers  in  big  business  read  and  enjoy 
f  Forbes  regularly  than  either  Business  Week 
or  Fortune. 

If  you  want  your  advertising  to  be  seen  by 
/those  at  the  top,  put  your  ads  in  the  magazine 
that  doesn't  have  to  resort  to  premiums  to  attract 
a  premium  quality  circulation.  Forbes. 
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Running  was  a  big  part  of  my  life.  But  after  four  operations, 
I  felt  I  couldn't  run  a  single  step.  One  of  your  articles 
gave  me  the  courage.  Now  I  run  three  miles  a  day." 

Jerri;  Modicut,  Baton  Rouge,  Louisiana,  Digest  reader. 


We  make  a  difference  in  more  than  50  million  lives. 
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Commodities 


Is  there  any  method  that  will  let  you  trade 
the  currencies  and  also  let  you  sleep  at 
night?  The  answer  may  surprise  you. 

PREMIUM  RESULTS 


By  Stanley  W.  Angrist 


It's  perfectly  clear  in  hindsight — 
isn't  it  always? — that  a  short  posi- 
tion in  any  of  the  foreign  currency 
futures  or  the  purchase  of  their  puts 
would  have  made  your  year.  But 
now  what? 

Now  that  both  put  and  call  op- 
tions on  several  currency  futures 
contracts  are  traded  on  the  Chicago 
Mercantile  Exchange,  as  well  as  op- 
tions on  a  number  of  currencies 
themselves  on  the  Philadelphia 
Stock  Exchange,  the  number  of 
strategies  available  for  trading  is 
truly  mind-boggling. 

The  problem  with  currencies  is 
that  they  have  been  very  volatile. 
When  thinking  about  acceptable 
strategies,  it  is  necessary  to  assume 
something  about  how  volatile  you 
think  the  market  is  going  to  be,  and 
in  some  cases,  about  market  direc- 
tion. Fortunately,  that  second  re- 
quirement can  be  mitigated  in  some 
trades  and  eliminated  completely 
with  other  strategies. 

Suppose  you  believe  the  deutsche 
mark  is  going  to  continue  moving 
through  wide  swings  from  now  un- 
til September,  but  you  are  not  sure 
of  the  direction.  In  that  case,  a  logi- 
cal trade  would  be  a  combination 
option  spread.  For  example,  one 
could  buy  a  September  call,  with  a 
strike    price    of   32    cents,    which 


Stanley  W,  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 

the  commodity  markets 


would  cost  about  1.3  cents  per 
mark,  and  also  purchase  a  Septem- 
ber put  with  a  strike  price  of  31  and 
a  premium  of  about  1.2.  The  total 
combination  cost  would  be  2.5 
cents.  Since  options,  like  futures, 
are  traded  in  units  of  125,000 
marks,  these  premiums  must  be 
multiplied  by  1,250  to  turn  the  pre- 
mium numbers  into  dollars.  (The 
premiums  quoted  here  probably 
will  not  be  those  you  will  have  to 
pay,  nor  will  these  necessarily  be 
the  strike  prices  to  use,  but  the 
structures  of  these  trades  will  re- 
main the  same.) 

The  chart  shows  the  profit  zone 
for  the  strategy.  If  in  mid-September 
the  DM  is  worth  less  than  28.5 
cents  or  more  than  34.5  cents,  then 
this  combination  spread  will  show  a 
profit.  If  it  lies  between  these  two 
prices,  then  the  trade  will  show  a 
loss,  as  depicted  on  the  chart.  In 
order  to  do  this  trade,  each  option 
must  be  paid  for  in  full,  so  its  total 
cost  would  be  $3,125.  Keep  in  mind 
that  the  spread  could  show  a  bigger 
profit  than   depicted  if  the   mark 
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were  to  make  a  significant  move 
before  the  options  near  expiration. 
The  chart  then  reflects  minimum 
profit  or  maximum  loss. 

But  if  you  believe  that  the  DM  is 
going  to  quiet  down  and  lose  its 
recent  volatility,  you  would  set  up  a 
ratio  write  spread.  If  you  have  a 
slightly  bullish  bias,  you  might  buy 
one  September  31  call  at  1.8  cents, 
while  selling  three  September  34 
calls  for  a  credit  of  0.7  cents  each. 
The  margin  on  this  call  ratio  write 
trade  would  be  around  $3,000,  and  it 
would  show  a  profit  if  the  mark  was 
at  any  price  less  than  about  35.5 
cents  at  expiration.  Four  commis- 
sions would  have  to  be  paid,  total- 
ing about  $100  from  a  discounter. 

If  you  had  a  slightly  bearish  opin- 
ion on  the  mark,  then  you  might 
buy  one  September  31  put  at  1.2 
cents,  while  selling  three  Septem- 
ber 29  puts  at  about  0.55  cents  each. 
The  margin  on  this  put  ratio  write 
spread  would  be  around  $2,000.  The 
spread  would  be  profitable  at  any 
price  for  the  DM  down  to  about  28 
cents.  Once  again,  four  commis- 
sions would  have  to  be  paid. 

If  you  were  uncertain  as  to  the 
direction  of  the  mark  but  felt  that  it 
would  not  be  very  volatile,  then  you 
could  do  both  of  these  ratio  write 
spreads.  You  would  reap  a  profit  if 
the  mark  were  trading  between  28 
and  35.5  cents.  Of  course,  given  the 
fact  that  you  are  naked  two  calls  in 
the  former  spread  and  two  puts  in 
the  latter,  the  relevant  spread 
should  be  closed  out  if  the  DM 
should  cross  the  upside  or  downside 
break-even  point.  ■ 


Tour  opinion,  your  option 


Your  opinion  of  what  the  deutsche  mark  will  be  doing  in  the  next  several 
months  would  determine  which  of  these  strategies  you  might  undertake.  If  you 
thought  the  mark  was  going  to  be  extremely  volatile,  then  you  would  execute  a 
call/put  combination  spread.  If  you  thought  it  was  going  to  be  relatively  quiet 
but  with  a  slightly  bullish  tone,  you  would  implement  a  call  ratio  write  trade.  If 
your  inclination  was  more  bearish,  you  would  use  the  put  ratio  write  trade. 


Profit  oi  loss 
$4,000 

2,0004 


Call  ratio  write 


-2,000 


-4,000 


as  of  3/25/85 


ill/put  combinatic 
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METEK,  INC  N 

AMETEK  PURCHASES  FIBER  OPTICS 
INSTRUMENT  PRODUCER 
NEW  YORK,  NY,  Mar.  14— AMETEK,  Inc.  (NYSE-PSE) 
nounced  today  that  it  has  completed  the  purchase  of 
onics,  Inc.  of  Bozeman,  Montana,  a  manufacturer  of 
truments  used  in  fiber  optic  communications,  for  an 
disclosed  amount  of  cash. 

Orionics  has  developed  several  models  of  laser-based 
ctronic  instruments  used  in  the  communications  industry 
measure  the  quality  of  transmission  in  fiber  optic  cables 
d  locate  defects.  These  laboratory  and  field-portable 
tical  Time  Domain  Reflectometers  can  pinpoint  the  loca- 
n  of  defects  in  a  cable  at  a  distance  of  up  to  fifty 
jmeters  from  the  instrument. 
The  company  also  produces  optical  wave  guide  fusion 
licers  and  welders  which  use  an  electrical  fusing  tech- 
lue  to  splice  and  repair  fiber  optics  cables  under  difficult 
Id  conditions.  These  portable  models  are  battery-powered 
d  display  the  splicing  process  on  a  TV-like  viewscreen  to 
ltrol  fiber  alingnment  prior  to  fusing.  This  equipment  is 
pable  of  aligning  fibers  to  within  1  '4.000th  of  the 
imeter  of  a  human  hair. 

These  and  other  fiber  optic  instruments  were  developed 
Orionics  which  was  founded  seven  years  ago  by  Roger 
bichaud,  who  will  continue  managing  Orionics  as  a 
rision  of  AMETEK.  "We  foresee  accelerating  growth  for  the 
ionics  instrument  products  with  our  Company's  support," 
IETEK  president  Robert  L.  Noland  said,  "while  it  is  also 
KCted  that  this  technology  can  be  integrated  into  other 
IETEK  instruments  and  systems." 
AMETEK,  a  diversified  industrial  manufacturer  with  thirty 
ints  in  the  U.S.,  recently  reported  that  its  1984  sales  were 
record  $504  million  and  produced  net  income  of  $42.7 
llion  or  $1.96  per  share,  up  13  percent  from  the  previous 
ir.  AMETEK's  common  stock  has  been  traded  on  the  New 
■k  Stock  Exchange  since  1930. 
(Contact:  Darrah  Ribble,  Jr.  AMETEK,  Inc.,  Station  Square 
o,  Paoli,  Pa.  19301.  Phone:  (215)  647-2121) 


COM  INDUSTRIES,  INC.  O 

WEST  PALM  BEACH,  FL,  Feb  25— Dycom  Industries  Inc. 
'0  today  reported  gross  revenues  and  net  income  for  the 
irter  and  six  months  ended  Jan.  31,1985. 
For  the  quarter,  Dycom  posted  gross  revenues  of 
634,857,  a  227  percent  increase  over  reported  sales  of 
481,966  for  the  comparable  period  last  year.  Net  earn- 
$  for  the  quarter  were  $263,453  compared  to  a  loss  of 
>,786  for  the  previous  year.  Earnings  per  share  were  $.16 
the  quarter  compared  to  a  loss  per  share  of  $.01  for  the 
vious  year. 

;or  the  six  months  ended  Jan.  31.,  1985,  gross  revenues 
B  $11,667,892,  a  267  percent  increase  over  reported 
snues  of  $4,368,854  reported  for  the  six  months  ended 
.  31, 1984.  Net  earnings  for  the  current  six  month  period 
$519,157  compares  with  a  loss  of  $151,725  for  the 
iparable  six  month  period  ended  Jan. 31, ,1984.  Earnings 
share  for  the  six  months  ended  Jan.31,  1985  were  $.32 
ipared  with  a  loss  of  $.09  per  share  for  the  comparable 
r  period  last  year. 

tontact:  Thomas  R.  Pledger,  President,  Dycom  Industries, 
,  P.O.  Box  3524,  West  Palm  Beach,  FL  33402-3524. 
ne  (305)  659-6301. 


NOVA  PHARMACEUTICAL  CORPORATION  O 

BALTIMORE,  MD„  Mar.  6— Gerald  Ford,  former  President 
of  the  United  States,  Dr.  Charles  Edwards,  President  of  The 
Scripps  Clinic  and  Research  Foundation,  former  Commis- 
sioner of  the  U.S.  Food  and  Drug  Administration,  and  Robert 
Mitchell,  Vice  Chairman  of  Celanese  Corporation,  have 
joined  the  Board  of  Directors  of  Nova  Pharmaceutical 
Corporation  (NASDAQ:  NOVX),  it  was  announced  today  by 
Donald  Stark,  President. 

Nova  Pharmaceutical  Corporation  is  utilizing  revolution- 
ary advances  in  neuroscience  to  create  a  new  generation  of 
pharmaceutical  products.  These  include  new  drugs  for  heart 
disease,  pain,  appetite  suppression,  asthma  and  anti- 
emetics to  be  used  in  conjunction  with  cancer  therapy. 

(Contact:  Donald  Stark,  President,  Nova  Pharmaceutical 
Corporation,  5210  Eastern  Ave.,  Baltimore,  M0  21224.  Phone: 
(201)  898-4777  or  The  Equity  Group.  (212)  371-8660.) 


TELEFLEX  INCORPORATED  A 

LIMERICK,  PA.,  Feb.  13— Teleflex  Incorporated  (ASE:  TFX) 
today  announced  1984  revenues  of  $155,736,300,  an  in- 
crease of  19  percent  from  the  1983  level  of  $130,729,300. 
Net  income  increased  19  percent  from  $9,501,100  in  1983 
to  $11,310,000  in  1984.  Earnings  per  share  increased  to 
$2.15  in  1984  compared  to  $1.83  in  1983. 

Revenues  in  the  fourth  quarter  increased  12  percent  to 
$41,812,300  from  $37,496,300  in  1983.  Net  income  was 
$2,769,000,  or  53  cents  per  share  in  1984,  as  compared  to 
$2,311,100,  or  43  cents  per  share  in  1983. 

TELEFLEX  INCORPORATED 

Year  Ended  Three  Months  Ended 

12/30/84             12/25/83  12/30/84             12/25/83 

Revenues               $155,736,300       (130,729,300  $41,812,300         $37,496,300 

Net  income            $11,310,000       i    9,501,000  $2,769,000         12,311.100 

Earnings  per  share              $2.15                  (1.83  $.53                  5  43 

Shares  outstanding       5,213,900             5,192,100  — 

(Contact:  John  H.  Remer,  Senior  Vice  President,  or  John  F. 
Schoenfelder,  Treasurer,  Teleflex  Incorporated,  155  South 
Limerick  Road,  Limerick,  PA  19468.  Phone:  (215)  948- 
5100.) 


WESTERN  STRATEGIC  MINERALS  INC.  0 

SPOKANE,  WA.,  Mar.  13— Western  Strategic  Minerals  Inc. 
and  Thyssen  Mining  Construction  Inc.  announced  a  new 
gilsonite  partnership  to  be  called  Hydrocarbon  Resources 
Company.  The  partnership  will  significantly  expand  present 
output  and  it  is  expected  to  be  profitable  in  1985  with  a 
significant  growth  projection. 

Thyssen  Mining  Construction  Inc.  is  the  Denver  based 
U.S.  subsidiary  of  Thyssen  Schachtbau,  a  large  mining 
construction  company  based  in  Mulheim,  West  Germany. 
Western,  in  addition  to  its  gilsonite  subsidiary  operation,  is 
also  active  in  gold,  silver  and  strategic  minerals  operations. 

Western's  Strategic  Mineral  Inc.  stock  trades  nationally 
on  the  national  quotation  services  and  Spokane  stock 
exchange. 

(Contact:  Jan  Otterstrom,  President,  Western  Strategic 
Minerals  Inc.,  9507  North  Division  Street,  Suite  A,  Spokane, 
WA  99218.  Phone:  (509)  466-6996.) 
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CORPORATE  REPORT 


Special  because  publicly-held 
corporations  can  reach  Ameri- 
ca's most  important  investors  by 
using  Corporate  Report 
Updates  in  Forbes. 

Appearing  once  each  month, 
Corporate  Report  Updates  en- 
ables companies  to  announce 
important  developments  to  the 
astute  investors  who  read 
Forbes.  Moreover,  for  added 
impact,  this  Forbes  advertising 
service  is  positioned  in  the 
popular  "Money  and  Invest- 
ments" section  of  the  magazine. 

Forbes  has  720,000  sub- 
scribers and  a  total  readership 
of  almost  4  million.  92%  of 
Forbes'  subscribers  own  corp- 
orate stock,  with  average  hold- 
ings exceeding  $474,000.  Over 
half  are  involved  with  helping 
others  make  investments  deci- 
sions. Those  others  include  cor- 
porations, institutions,  pension 
funds,  trusts,  and  estates. 

Corporate  Report 
Updates    in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York.  NY  10011 

Phone:  (212)  620-2371 


YOU  CAN 

GIVE  EYES 

TO  THE 

BLIND. 

We  breed,      ' 
raise  and  train 
these  loyal  and 
intelligent  dogs 
to  become  the 
"eyes"  for  the  blind. 
And  we  train  the 
blind  to  work  with 
these  dogs  and 
thus  become 
independent, 
active,  productive 
and  happy  human  beings.  All  this 
at  no  cost  to  them.  Contributions 
from  concerned  and  caring 
pe6ple  make  it  all  possible.  Please 
help  give  eyes  to  the  blind.  Send 
your  tax-deductible  contributions  to. . . 

Guide  Dog  Foundation 
For  The  Blind,  Inc. 

A  non-profit  organization.  Dept  A-84, 

371  East  Jericho  Turnpike, 

Smithtown,  L.I.,  N.Y.  11787 


k 


+JP 


Free  your  mind. 
Use  your  library. 


Wo 


*** 

N.Y  Times 


RISTORANTE 

ITALIANO 

LUNCH  &  DINNER 

Amer.  Express  & 

Diners  Club 

251  E.  53rd  Street 

(Bet.  2nd  &  3rd  Aves.) 

NYC.  753-8450-1 


By  SruHy  Blotnick 


Psychology  &  Investing 


If  you  want  something  special  from  your 
computer,  ask  in  the  right  way.  That's 
where  the  'operating  system"  comes  in. 

COMPUTERS  AND 
KITCHENS 


a  long-playing  record  and  a  floppy 
disk,  between  a  turntable  and  a  flop- 
py disk  drive,  there  is  a  decisive 
difference  between  them.  People  in- 
teract physically  with  their  com- 
puters far  more  than  with  their  rec- 
ord players.  The  way  in  which  the 
greater  range  and  complexity  of  user 
demands  are  met  distinguishes  one 
operating  system  from  another.  Re- 
main ignorant  of  these  differences 
at  your  peril. 

As  an  analogy  for  what  an  operat- 
ing system  is  and  how  it  functions, 
restaurants  are  better  than  stereos. 
When  you  order  a  meal  in  a  restau- 
rant, food  previously  prepared  in  the 
kitchen  is  brought  to  you  by  a  wait- 
er. Think  of  the  operating  system, 
first  of  all,  as  that  waiter.  The  infor- 
mation on  the  floppy  disk  (the  food 
in  the  kitchen)  is  brought  to  you  by 
the  operating  system  in  response  to 
your  request  and  placed  on  the 
screen  (your  table). 

The  operating  system  also  has  a 
maitre  d'.  As  other  patrons  come 
into  the  restaurant,  the  maitre  d' 
and  waiter,  working  together,  tell 
them  where  to  sit,  take  their  re- 
quests and  funnel  the  selections  to 
the  kitchen  in  an  orderly  manner. 
Not  every  operating  system  allows 
more  than  one  patron  (computer 
user)  in  the  restaurant  at  any  given 
time,  much  less  accepts  multiple 
orders  (programs). 

Keep  that  in  mind,  then,  as  you 
decide  between  an  IBM,  Apple  or 
AT&T  computer.  The  difference  is 
not  just  in  the  cost  but  in  how  it 
will  handle  your  orders.  One  of  the 
strengths  of  AT&T's  UNIX  system, 
for  example,  is  its  multi-user  and 
multi-tasking  feature.  With  many 
users  on  a  system,  each  making  a 
number  of  requests,  it  is  easy  to  see 
why  a  supervisor  or  "superuser,"  as 
it  is  called  in  UNIX,  is  needed  to 
keep  each  patron  out  of  the  others' 


If  you  use  a  computer  at  work  or  at 
home,  I  have  a  question  for  you: 
What  kind  of  operating  system  does 
it  use? 

If  you  know,  you  are  in  a  small 
minority.  I  recently  surveyed  367 
people  who  say  they  plan  to  pur- 
chase a  microcomputer  sometime 
in  the  next  12  to  18  months.  Only 
65 — fewer  than  1  in  5 — knew  which 
operating  system  they  will  be  using, 
even  though  304 — more  than  4  out 
of  5 — have  pretty  much  decided  on 
the  brand  of  computer  they  will 
buy.  "I  guess  I'll  be  getting  whichev- 
er operating  system  comes  with  the 
machine,"  most  say  offhandedly. 

In  these  matters,  ignorance  is  not 
bliss.  "Work  backwards — from  the 
software  that  you  intend  to  use  to 
the  hardware  that  will  be  running 
it,"  most  professionals  in  the  com- 
puter field  will  tell  you.  "That  way, 
you  can  be  sure  your  equipment 
choices  are  the  right  ones." 

As  things  now  stand,  most  people 
do  the  reverse,  choosing  the  ma- 
chine and  worrying  later  about  find- 
ing suitable  programs.  They  as- 
sume, in  essence,  that  any  record 
can  be  played  on  any  turntable.  The 
analogy  is  of  limited  help.  For  all 
the  important  similarities  between 

Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
iblished,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 
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soup.  (An  excellent  book  on  the  sub- 
ject is  Kaare  Christian's  The  UNIX 
Operating  System — John  Wiley  & 
Sons,  $21.95.) 

Let's  stretch  the  restaurant  anal- 
ogy a  bit.  After  the  waiter  takes 
your  order,  someone  in  the  kitchen 
has  to  prepare  your  food.  If  you 
asked  for  "a  burger,  medium-well," 
you  probably  would  be  miffed  at  a 
waiter  who  brought  you  a  raw  ham- 
burger patty,  an  untoasted  bun  and  a 
book  of  matches. 

The  chef  in  the  kitchen  is,  there- 
fore, an  important  part  of  the  oper- 
ating system.  One  of  the  first  things 
computer  users  do  is  to  format  a 
diskette.  The  process  is  simple 
enough,  but  the  operating  system  is 
actually  doing  much  more  than 
meets  the  eye  during  the  process. 
For  one  thing,  it  looks  for  defects  in 
the  disk  itself  and  isolates  them — 
this  is  to  avoid  storing  data  there 
that  can't  later  be  retrieved.  A  chef 
in  the  kitchen  does  the  same  thing 
by  not  putting  food  on  chipped  or 
broken  plates. 

After  formatting  a  diskette,  users 
are  often  puzzled  that  they  also 
have  to  transfer  some  portion  of  the 
operating  system  onto  it.  The  chef- 
in-the-kitchen  analogy  should 
make  clear  why  this  is  necessary.  If 
they  want  something,  and  tell  it  to 
the  waiter,  the  chef  must  know 
where  the  food  (data  file)  is  stored  in 
the  kitchen  (diskette)  and  prepare  it 
appropriately.  Without  at  least  part 
of  the  operating  system  on  the  disk- 
ette, there  is  no  one  in  the  kitchen, 
so  to  speak,  to  get  the  message 
about  what  you  want. 

That  is  why  you  would  get  an 
"error"  message  if  you  tried  to  run  a 
UNIX-based  program  on,  say,  the 
IBM  PC,  which  has  as  its  operating 
system  MS  DOS.  It  would  be  like 
ordering  duck  a  l'orange  and  having 
the  waiter  reply:  "Hey,  pal,  can't 
you  read  the  sign?  All  we  serve  here 
is  pizza." 

And  that,  in  turn,  is  why  prospec- 
tive purchasers  should  get  into  the 
game  knowing  beforehand  about 
their  software  needs.  Every  operat- 
ing system — the  program  that  man- 
ages the  resources  of  your  comput- 
er— locks  you  into  a  limited  range  of 
applications  programs  (word  pro- 
cessing, financial  planning,  etc.). 
The  limits  may  vary,  but  they  are 
indeed  there.  Knowledge  is  power,  if 
not  bliss.  ■ 
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What  do  you  know  about 
YOUR  stocks  right  now? 

Which  are  now  working  against  you? 
Which  for  you? 

Some  of  your  stocks  may  have  gone  down  in  price  since  you  bought  them. 
Should  you  hold  on  to  them  for  possible  rebounds,  or  is  it  best  to  unload  them 
now  to  avoid  even  deeper  losses? 

Some  of  your  stocks  may  have  gone  up.  Should  you  hold  on  to  them  for  further 
gains,  or  is  this  a  good  time  to  take  your  profits?  Some  of  your  stocks  may  have 
gone  "nowhere".  What  should  you  do  about  them? 

What  about  the  earnings  prospects  of  your  stocks?  And  what  about  the  latest 
changes  in  the  stock  market  as  a  whole?  How  do  they  affect  your  particular 
holdings? 

Whether  your  source  of  investment  guidance  is  an  advisory  service,  a  broker,  or 
your  own  investigation — the  chances  are  that  you  knew  considerably  more 
about  your  stocks  at  the  time  of  purchase  than  you  do  currently. 

This  is  not  as  it  should  be.  You  need  to  be  kept  continually  up  to  date  on  your 
stocks,  so  that  your  decisions  to  continue  holding,  to  buy  more,  or  to  sell  are  at 
least  as  well  founded  as  your  original  decisions  to  buy.  This  applies  no  matter 
how  few  or  how  many  stocks  you  own. 

Value  Line  covers  more  than  1700  stocks 

...  not  now-and-then  but  regularly  and  systematically.  These  1 700 — which  en- 
compass virtually  all  active  stocks  on  the  New  York  Exchange  plus  hundreds  of 
leading  issues  traded  on  the  American  Stock  Exchange  and  Over-the- 
Counter — account  for  the  vast  preponderance  of  the  dollar  value  of  all  shares 
traded  in  U.S.  securities  markets.  Value  Line  can  bring  you  up  to  date 
continually — and  keep  you  up  to  date  continually — on  any  or  all  of  them  that  in- 
terest you. 

INTRODUCTORY  OFFER 

Value  Line  is  offering  a  special  introductory  1 0-week  trial  subscription  to  The 
Value  Line  Investment  Survey  (with  30-day  money-back  guarantee)  for  only 
$50 — about  half  the  regular  price — provided  you  have  not  had  a  subscription  in 
the  past  two  years.  As  a  double  bonus  at  no  additional  charge,  you  will  receive 
the  2000-page  Investors  Reference  Service  (covering  1 700  stocks)  which  will 
be  updated  every  week — filing  takes  but  one  minute  a  week — and  the  72-page 
booklet  "A  Subscriber's  Guide." 

Call  toll-free   (24  his.  a  day  7  days  a  week)  Ext.  #281 
1-800-633-2252  MasterCard,  American  Express  or  Visa 

The  Value  Line  Investment  Survey 

-  — Value  Line,  Inc.,  711  Third  Ave.,  New  York,  N.Y.  10017 

INTRODUCTORY  OFFER  Dept  316M22 

□  Begin  my  1 0-week  trial  subscription  for  $50  to  The  Value  Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for  $395  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual  subscription. 

SPECIAL  EXTRA  BONUS 
A  pocket-size  CREDIT  CARD  LCD  CALCULATOR  given  to  you  when  you  order      ^n^.  'ty 
The  Value  Line  Investment  Survey  for  one  year. 

This  subscription  is  tax-deductible  and  non-assignable.  Allow  4  to  6  weeks  for 
delivery.   (N.Y.  residents  add  sales  tax.)  Foreign  rates  upon  request. 


□  My  payment  is  enclosed.  Please  charge  to: 

□  American  Exp.  □  MasterCard  □  Visa 


Account  # . 
Signature- 
Name 


Exp.  Date 


Address . 
City 


__  Apt.  No. 
.  State 


Zip- 
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Streetwalker 


Say  cheese 

In  March  some  4.9  million  shares — 
16%— of  Polaroid's  31  million 
common  changed  hands.  Recent 
price:  30.  Cambridge,  Mass. -based  Po- 
laroid reported  dismal  profits  of  $25.7 
million,  or  83  cents  a  share,  for  1984, 
down  nearly  50%  on  flat  sales  of  $1.3 
billion.  Why  the  buying?  Eugene 
Glazer  of  Dean  Witter  Reynolds 
thinks  it  is  cheap.  It  sells  at  over  20 
times  this  year's  estimated  earnings 
and  13  times  next  year's.  That's 
cheap?  Glazer  says  earnings  should 
start  to  sparkle  again  in  1986-87, 
when  the  company  plans  to  introduce 
new  products — microelectronics, 
electronic  imaging  and  an  instant 
photography  system.  He  estimates 
earnings  will  be  $2.25  in  1986. 

Polaroid  is  streamlining  itself:  It 
just  announced  a  $30  million  reserve 
to  cover  a  voluntary  severance  pro- 
gram. Meanwhile,  asset  players  like 
the  rock-solid  balance  sheet:  $350 
million,  over  $11  a  share,  in  the  till, 
and  net  working  capital  of  $20  a  share. 
The  $30  book  value  includes  land  car- 
ried at  an  astonishingly  low  30  cents  a 
share.  Polaroid  pioneered  in  buying 
land  along  Route  128  outside  Boston, 
New  England's  answer  to  Silicon  Val- 
ley. Meanwhile,  the  pension  fund  is 
overfunded  by  $160  million,  or  more 
than  $5  a  share. 

A  takeover?  Not  inconceivable. 
During  the  March  flurry  the  big  fund 
holdings  like  The  Capital  Group  of 
Los  Angeles  [7.7% )  didn't  cash  in.  Nor 
did  the  8.3%  position  of  retired 
founder  Dr.  Edwin  Land  change. 
Would  a  buyer  liquidate?  Not  neces- 


sarily. Polaroid  hasn't  been  successful 
with  new  products  in  recent  years, 
but  nobody  disputes  the  strength  of 
its  brand  name. — Thomas  Jaffe 


United  front— for  what? 

Now  that  Sir  Jimmy  Goldsmith  has 
made  clear  his  intentions  regard- 
ing Crown  Zellerbach,  all  eyes  are  on 
another  forest  products  and  paper 
company,  $1.2  billion  (sales)  Willam- 
ette Industries,  Inc.  Willamette  man- 
ufactures everything  from  particle- 
board  and  plywood  to  grocery  bags 
and  business  forms.  After  a  charge  to 
cover  the  cost  of  terminating  federal 
timber  contracts,  earnings  almost  tri- 
pled last  year,  to  $4.  Willamette  is 


Logging  in  Oregon 
Is  Willamette  next? 


New  Polaroid  instant  camera 
A  tortoise  no  more? 


reaping  the  rewards  of  a  big  capital 
spending  push  it  launched  before  the 
last  recession.  In  1985  it  will  earn  an 
estimated  $4.25.  So,  at  a  recent  price 
of  37,  it  sells  at  a  P/E  of  9.  In  February 
members  of  the  founding  Gerlinger 
family  plus  other  insiders  filed  a 
stand-together  agreement  with  the 
SEC.  It  says  none  of  them  can  support 
a  takeover  unless  a  majority  of  the 
group's  representatives  approves. 
Since  the  group  owns  42%  of  the  15.2 
million  o-t-c  shares,  it  could  almost 
certainly  bar  a  takeover.  Is  the  group 
telling  would-be  suitors  to  get  lost? 
Or  is  it  telling  them,  make  us  an  of- 
fer? It's  an  interesting  stock.  If  there  is 
no  takeover,  there  is  little  downside 
risk  at  9  times  earnings,  but  there  will 
be  plenty  on  the  upside  if  a  takeover 
materializes. — T.J. 


Timbermail? 

W'  hat  happens  to  Sir  Jimmy  Gold- 
smith if  Crown  Zellerbach  beats 
off  his  takeover  bid?  One  possibility: 
Goldsmith  still  holds  some  of  the 
•  land  that  he  got  when  he  ac- 
quired   Diamond     International     in 
vs  a  price  for  selling  back  to 


management  the  over  2.3  million  Zel- 
lerbach shares  he  owns,  Goldsmith 
could  ask  that  Zellerbach  also  take 
that  leftover  Diamond  acreage  off  his 
hands.  Meanwhile,  the  Zellerbach 
shares  that  cost  Goldsmith  an  average 
$33  have  a  market  price  of  over  $40 
and  an  estimated  breakup  value  of  at 
least  $60.  Thus  Goldsmith  wins  even 
if  he  loses.— T.J. 


Waiting  for  the  telephone? 

Is  Management  Science  America, 
Inc.,  the  largest  independent  in  ap- 
plications software,  a  prospective 
partner  for  IBM?  The  evidence  is  en- 
tirely circumstantial  but  persuasive 
enough  to  be  interesting.  IBM  could 
use  a  big  hit  in  software  for  micro- 
computer-to-mainframe communica- 
tion and  applications.  Cullinet  Soft- 
ware recently  signed  with  Lotus  De- 
velopment Corp.  to  develop  products 
for  this  field.  But  Cullinet  has  report- 
edly been  having  difficulties  of  its 
own.  The  reasoning  is  that  IBM,  al- 
ready working  hard  in  the  area,  might 
speed  its  progress  by  buying  into  soft- 
ware— the  same  way  it  bought  into 
communications  last  year  by  acquir- 
ing switchboardmaker  Rolm  Corp.  for 
$1.2  billion. 

What  makes  $142  million  (sales) 
MSA  a  possible  fit  for  IBM?  In  rev- 
enues it  is  the  largest  independent 
applications  software  company;  it  has 
a  customer  base  of  more  than  5,000 
companies,  and  virtually  all  its  prod- 
ucts are  IBM-compatible. 

A  purchase  would  be  petty  cash  for 
IBM.  MSA  stock  recently  was  down, 
from  a  1984  high  of  30  to  under  12— 
17.7  million  shares  outstanding.  After 
putting  up  for  sale  five  microcom- 
puter software  units,  including  its 
Peachtree  division,  MSA  took  a  one- 
time $13.5  million  writedown  last 
year,  but  this  year  should  be  substan- 
tially in  the  black.  Part  of  MSA's 
strategy  in  micro-to-mainframe  soft- 
ware is  to  zero  in  on  such  industry 
markets  as  manufacturing,  health 
care  and  nonprofit  institutions.  By 
1989  these  are  expected  to  total  more 
than  $4  billion.  Does  MSA  want  to  be 
bought?  CEO  John  Imlay  Jr.  says  he 
wants  to  remain  independent.  But  he 
jokes  that  many  software  firms  sit  by 
the  phone  waiting  for  IBM's  call.  One 
supposes  Imlay  would  come  to  the 
phone  if  Armonk  called. — Ellen  Benoit 
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Land  sakes 

Culbro  Corp.:  $1.1  billion  of  sales, 
mainly  in  cigars,  smokeless  to- 
bacco, snack  food  and  distribution; 
1984  earnings,  $18.5  million,  or  $3.22 
a  share,  down  from  the  year  before, 
except  for  a  nonrecurring  item.  So 
how  come  Culbro  recently  was  sell- 
ing at  28V2,  up  55%  during  the  last 
year  and  near  its  12-month  high?  Be- 
cause Culbro's  book  value,  some  $33 
a  share,  is  vastly  understated.  Its 
5,500  acres  of  Connecticut  real  estate 
north  of  the  Hartford  area — carried  at 
only  $3  million,  less  than  $1  a  share — 
is  probably  worth  at  least  $12  a  share, 
says  Christopher  Stavrou  of  New 
York's  Evans  &  Co.  Without  land 
sales,  Stavrou  expects  Culbro  to  earn 
over  $2  a  share  this  year. 

Nobody  recognizes  what  a  bargain 
Culbro  is  better  than  CEO  Edgar  Cull- 
man, the  brother  of  the  former  chair- 
man of  Philip  Morris.  The  Edgar  Cull- 
mans,  along  with  the  Ernsts,  another 
family  of  insiders,  own  55%  of  the  4.2 
million  Big  Board  shares.  In  1982, 
when  Culbro  tendered  for  its  own 
stock,  the  Ernsts  and  the  Cullmans 
turned  in  not  a  share. — T.J. 


Wishful  thinking 

Give  this  rumor  a  wide  berth:  Na- 
tional Distillers  &.  Chemical 
Corp.  is  a  takeover  candidate.  Recent- 
ly the  30.1  million  NYSE  shares,  10% 
owned  by  Panhandle  Eastern  Pipe  Line 
Co.,  were  up  to  31  on  heavy  volume — 
more  attention  than  the  $2.2  billion 
(sales)  company  usually  commands. 
Its  products  range  from  Old  Grand- 
Dad  bourbon  to  low-density  polyeth- 
ylene, its  earnings  are  so-so.  The  com- 
pany tried  to  help  itself  to  higher  prof- 
itability in  1983,  when  it  played  white 
knight  for  Suburban  Propane  Gas, 
then  being  chased  by  the  Belzbergs. 
Trouble  is,  the  $273  million  cash  ac- 
quisition virtually  emptied  the  coffers 
and  increased  debt  by  around  50%. 
Cash  flow  still  covers  the  $2.20  divi- 
dend, but  earnings  remain  below  1982 
levels.  E.F.  Hutton's  John  Henry  likes 
■the  stock  and  predicts  earnings  of 
$2.65  a  share  in  1 985.  He's  also  looking 
for  asset  sales  and  a  possible  share 
I  buyback  to  push  things  along  the  fol- 
lowing year.  But  even  if  Henry  is  right, 
National  still  looks  awfully  expensive 
short-term.  At  recent  prices  it  sells  for 
a  P/E  of  12  times  Henry's  estimate. 
The  average  multiple  for  the  chemi- 
cals group  is  only  9.  It  is  hard  to  see 
why  anyone  would  offer  a  big  premi- 
um for  this  one.— T.J. 
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Fish  the  rare  waters 
of  the  Forbes Trinchera! 


ome  angle  for  one  of  the  rarest  sporting  fish  in 
the  U.S. — the  Rio  Grande  Cutthroat  trout — 
in  streams  where  they're  native,  not  hatchery- 
spawned.  Our  primary  fish,  they  wouldn't  know  what 
a  hatchery  is!  The  Rio  Grande  Cutthroat  has  been 
in  our  waters  since  Day  One.  There's  also  Yellowstone 
Cutthroat,  Rainbow  and  Brook  to  go  for,  in  an 
unparalleled  setting. 

Bookings:  Monday  to  Friday  only, 
$1,500,  including  room  and  board. 
Season:  July  15— August  9. 
Contact:  Errol  Ryland,  Manager 


Forbes 

Trinchera 

Ranch 

Fort  Garland,  Colorado  81133 
303-379-3263 


Zero  in  on  high  tax-free  yields 


Introducing  the  T.  Rowe  Price  Tax-Free  High  Yield  Fund 

This  Fund  offers  high  tax-free  yields  that,  on  an  equivalent  basis,  can 
surpass  those  of  most  taxable,  income-oriented  investments.  With 
today's  high  tax-free  yields,  this  means  that  more  investors  in  more 
tax  brackets  can  enjoy  the  rewards  of  tax-free  income. 

Pursuing  the  highest  income  over  the  long  term,  the  Fund  invests 
in  long-term,  medium-quality  municipal  bonds.  Aggressive  manage- 
ment should  help  sustain  high  current  income  and  reduce  the  risks 
associated  with  these  types  of  bonds. 

The  minimum  investment  is  $1,000,  and  there  is  no  sales  charge. 
For  more  information,  phone  toll  free  __ 

1-800^38-5660.  TJtoweRtaSt 

~MaiTto:  IRowc  Price,  100  E.  Pratt  St.,  Baltimore  MD  21202 
Please  send  me  a  free  Tax-Free  High  Yield  Fund  information 
kit  and  prospectus,  with  more  complete  information, 
including  management  fees  and  other  charges  and 
expenses.  I  will  read  them  carefully  before  I  invest 
or  send  money. 

Name 


Address 


City 


HIGH 

TAX-FREE 

YIELDS 


State  Zip         TH100 

•Some  income  may  be  subiect  to  state  and  local  taxes. 
T  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
Member  SIPC 


New  Tax-Free  HighYield  Fund:  call  1-800-638-5660 
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K  mart 76 

Kaiser 50 

Keisei  Electric  Railway 139 

Kennedy- Wilson 8 

Kidder,  Peabody 99 

King-Cola 128 

Komatsu  99 

Kom/Ferry  International  136 

E.J.  Korvette 110 

Kravco 44 

Kukje 86 

La  Salle  179 

Ladenburg,  Thalmann  &  Co  86 

Laidlaw,  Adams  &  Peck  113 

Lakridskompagniet  122 

Lamalie  Associates  136 

Laventhol  &  Horwath 87 

Lazard  Freres  116 

LeaRonal 150 

Leggett  &  Piatt  168 

Lipper  Analytical  Services 154 

Lovett  Mitchell  Webb  & 

Garrison  44 

Lotus  Development  174 

Louisiana  Public  Facilities 

Authority  167 

Macmillan  138 

R.H.  Macy 76 

Magnavox  93 

Management  Recruiters  136 

Management  Science  America 174 

Manhattan  Magazine  28 

Mars  122 

Martinez  &.  Murphey 39 

Matsushita 14 

Mazda  50 

McDonald's  8 

McGarr  Fund 99 

McGraw-Hill  168 

Merrill  Lynch  14,  99 

Mesa  Petroleum 38,  150 

Metropolitan  Life  Insurance 87 

Mitsubishi  50 

Mitsui  Real  Estate  Development  139 

Montgomery  Securities  128 

Moore  &  Schley  Municipals  167 

Morgan  Stanley  116 

Music  Media  International 88 

Nash 6 

National  Distillers  &  Chemical  174 

National  Bank  of  Washington 156 

National  Geographic 28 

New  York  Times 28,  58 

Newhouse  Publications 28 

Newpark  Resources  99 

Nihon  Radiator  50 

Nissan 50 


Northern  Indiana  Public  Service 120 

Northwest  Airlines  8 

Okidata  78 

Olivetti  41 

Omni/Dunfey  87 

Oppenheimer  &.  Co 99,   162 

Pacific  Asset  Management  164 

Packard  6 

Paine  Webber 44 

Panhandle  Eastern  Pipe  Line  174 

Pannell  Kerr  Forster  87 

Peachtree  Publishers 27 

Perm  Engineering  &  Manufacturing  150 

Pennsylvania  Mutual  Fund  150 

PepsiCo  8,   128 

Perugina  122 

Petro-Lewis 99 

Philco  93 

Philips 14 

Phillips  Petroleum  38 

Pizza  Time  Theatre 99 

Polaroid 174 

T.  Rowe  Price  Associates  164 

Price  Communications 116 

Procter  &.  Gamble  8,   106 

Profit  Technology  39 

Prudential  Insurance  112 

Public  Service  of  Indiana  120 

Rachengold  122 

Samuel  A.  Ramirez  167 

Raymond,  James 107 

RCA  14 

Republic  Health  75 

Revlon 106 

Riggs  National  Bank  156 

J.E.  Robert 130 

Russell  Reynolds  Associates  136 

Safeco  Income  Fund  154 

Salomon  Brothers  44 

Sanyo  14 

M.D.  Sass 99 

Satellite  Television  88 

Savin  41 

Seagram  43 

G.D.  Searle  8 

Sears,  Roebuck  28,  48,  99,   121,   174 

Seascale  Enterprises  88 

Securities  Data  39 

7-Eleven  8 

Shaklee  168 

Sharp  14 

South  Carolina  Electric  &  Gas 86 

Spencer  Stuart  &  Associates  136 

Spendthrift  Farm  14 

St.  Paul  Cos  121 

Stanley  Electric  '..  50 

Steinhardt  Partners  99 


Stocker&Yale  150 

Stop  &  Shop HO 

Studebaker 6,  50 

Suburban  Propane  Gas 174 

Sylvax  124 

Tandem  Computers  99 

Texaco  168 

Thomson  McKinnon  Securities  167 

Thorn  EMI 14 

TIE/communications 39 

Tiger  Fund  99 

Timelnc  8,  28,   107 

Topps  8 

Torray  Clark 48 

Toshiba  14,   78 

Toyota 50 

Transworld  130 

Triton  Group  44 

Tweedy,  Browne 150 

Two  Guys  110 

Uniforce 39 

Universal  Medical  Buildings 138 

Unocal  38 

Urban  Transportation  Development  76 

U.S.  Gypsum  99 

USF&G  121 

Value  Line  150 

Van  Melle  122 

Vector  Graphic  113 

Venture  Group  Equity  Sharing 130 

Victor  Co  of  Japan  14 

Virgin  Records 88 

Visa  (Mexico)  93 

Volkswagen  50 

Wall  Street  Transcript 168 

Wang  Laboratories  78 

Ward  Howell  International 136 

Ward's  Directory 168 

Warner  Communications  107 

Warner-Lambert  122 

Washington  Monthly 28 

Washington  Post  88 

Webster  Management  99 

Wendy's  139 

West  Bank  Oil  124 

Western  Digital  112,  113 

John  Wiley  &  Sons  172 

Willamette  Industries  174 

Willys 50 

Wofsey,  Certilman,  Haft,  Lebow  &  Balin  ....  118 

F.W.  Woolworth  110 

Xerox 8,  41,   121 

Xoil  Energy  Resources  39 

Xonics 1 12 

Zacks  Investment  Research  99 

Ziff-Davis  138 

Zuckert,  Scoutt,  Rasenberger  &  Johnson  ....  121 
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We'd  rather  not  pound  it  into  you. 


If  you  suffer  a  heart  attack , 
and  your  heart  stops  beating, 
pray  that  someone  nearby  has 
been  trained  in  Red  Cross  CPR. 

If  you  'd  rather  do  some- 
thing now  to  reduce  your  risk  oi 
a  heart  attack,  Red  Cross  is 
ready  to  help. 

We'll  teach  you  how  to 
check  blood  pressure.  We'll 
help  you  learn  more  about  good 
nutrition  and  a  healthy  diet. 
We'll  help  you  watch  your 
weight. 

Remember,  most  of  the 
coronary  risk  factors  are  either 
preventable,  curable  or 
treatable. 

Learn  how  to  take  better 
care  of  your  heart.  Call 
Red  Cross. 

We'll  help.  Will  you? 


American 
Red  Cross 


We'll  Help.  Will  You? 


gjjjj  A  Public  Service  of  This  Magazine  &  The  Advertising  Council 


Flashbacks 


"The  mote  things  change. . . ." 
Items  ftom  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  April  15,  1925) 

"President  Coolidge  has  just  had  one 
experience  different  from  any  he  ever 
had  since  he  entered  the  White 
House.  He  invited  a  genial,  breezy 
Westerner  to  the  White  House  for 
lunch,  mentioning  the  day.  .  .  .  What 
must  have  been  President  Coolidge's 
astonishment  when  this  Westerner 
told  him  he  was  sorry  he  would  not  be 
able  to  come  as  he  had  a  business 
engagement  that  particular  day!" 

"Wat  and  prewar  bonds,  national, 
state  and  municipal,  amounting  to  70 
billion  gold  marks,  are  to  be  scaled 
down  by  95%,  according  to  the  reval- 
uation bill  brought  forward  by  the  Lu- 
ther government.  This  means  that  ob- 
ligations totaling  about  $17  billion 
will  be  paid  off  at  a  cost  of  $830  mil- 
lion. The  fact  that  many  small  foreign 
investors  will  not  find  it  worthwhile 
to  redeem  their  bonds  on  this  basis 
will  mean  that  the  actual  cost  will  be 
much  less.  .  .  .  The  length  to  which 
the  decline  in  currency  value  went 
was  such  that  all  of  Germany's  public 
loans  could  have  been  wiped  out  at  an 
expenditure  of  $17." 

"The    Federal    Trade    Commission, 

which  had  become  an  unendurable 
menace  to  business,  promises  to  turn 
over  a  new  leaf.  The  business  world 
will  hail  the  promise  with  satisfac- 
tion— and  await  performance.  The  ac- 
tivities of  the  commission  had  become 
so  flagrantly  unjust  and  injurious  that 
Forbes  last  fall  took  steps  to  have  the 
whole  subject  thoroughly  investigated 
with  a  view  to  launching  a  campaign 
for  reform.  Scarcely  had  the  series  been 
widely  announced  and  the  first  shot 
fired  when  the  commission  issued  a 
statement  promising  to  behave  more 
rationally  and  equitably  in  future." 

Fifty  years  ago 

(From  the  issue  of  April  15,  1935) 

"When  repeal  loomed,  wise  ones  in 
Wall  Street  definitely  concluded  that 
Coca-Cola  was  doomed.  President 
Robert  W.  Woodruff  was  looked  upon 
as  having  scant  regard  for  the  truth 
when  he  ventured  to  opine  that  Coca- 
Cola  would  survive. 

"The  other  day  Coca-Cola  was  the 
only  stock  traded  in  on  the  New  York 
Stock  Exchange  above  $200  a  share." 


Edited  by  Dero  A.  Saunders 


Senator  Walter  /•'.  George  of  Georgia 

"The  NRA  has  brought  some  advances 
of  great  value  to  the  country.  The 
elimination  of  child  labor;  the  assur- 
ance of  fairer  treatment  for  labor;  the 
regulation  of  hours  and  wages.  All  of 
these  are  gains  and  must  be  kept.  The 
rest  we  may  well  discard." 

— Senator  Walter  George 

"Doctors  and  dentists  have  always 
complained  that  the  client  pays  their 
bills  last,  the  butcher's,  the  grocer's 
and  the  clothing  store's  first.  Now,  a 
Department  of  Commerce  study  of 
consumer  debt  shows  that  they're 
right — that,  in  proportion  to  volume 
of  accounts  receivable  outstanding, 
66.6%  of  the  doctor's  and  55.6%  of 
the  dentist's  were  delinquent  at  the 
end  of  1933,  while  retailers  enjoyed  a 
delinquency  percentage  of  only  13." 

The  La  Salle,  a  smaller  version  of  the 
Cadillac,  sold  for  $l,225-and-up  in  1935 


Twenty-five  years  ago 

(From  the  issue  of  April  75,  1960) 
"Last  year,  when  the  U.S.  was  run- 
ning a  deficit  of  some  $300  million  a 
month  on  average  in  its  international 
balance  of  payments,  a  number  of 
misguided  people  wanted  to  push  the 
panic  button.  Gold  standard  fanatics 
began  to  howl  for  depreciation  of  the 
dollar  through  an  increase  in  the  price 


of  gold.  Trade  restrictionists  wanted 
to  throw  up  the  tariff  walls  again.  .  .  . 
"Fortunately  sounder  heads  pre- 
vailed. The  Administration  wisely 
concentrated  on  fighting  the  pay- 
ments gap  by  working  for  a  sounder 
dollar  and  other  measures  consistent 
with  free  trade.  That  policy  seems  to 
be  paying  off." 

"At  50,  Wall  Street  expects  a  lot  of 
Harold  S.  Geneen,  a  sometime  Stock 
Exchange  'runner,'  who  wound  up 
last  July  as  president  of  globe-girdling 
ITT  Co.  ...  A  man  with  confidence 
bred  into  the  bone,  Geneen  visibly 
expects  a  lot  of  himself,  too.  That  was 
clear  last  month  when  he  made  his 
maiden  speech  before  the  New  York 
Society  of  Security  Analysts.  .  .  . 

"Geneen  was  anything  but  shy  in 
the  way  he  ticked  off  ITT's  deficien- 
cies. First  off,  said  he,  he  was  dissatis- 
fied with  his  company's  earnings.  .  .  . 

"The  ITT  boss  was  no  less  candid  on 
appraising  the  deficiencies  of  the  man- 
agement he  had  inherited.  Having  en- 
gaged in  an  executive  housecleaning 
that  counted  as  a  virtual  purge,  Geneen 
made  it  clear  that  ITT  had  needed  an 
entire  new  U.S.  executive  team." 


Ten  years  ago 

(From  the  issue  of  April  15,  1975) 

"On  July  1,  1862,  President  Abraham 
Lincoln  signed  two  major  bills,  and 
the  New  York  stock  market  dropped 
sharply.  It  wasn't  the  bill  outlawing 
polygamy  that  knocked  the  market 
for  a  loop,  but  the  one  authorizing  the 
U.S.'  first  income  tax.  In  retrospect,  it 
is  a  little  hard  to  see  what  all  the 
excitement  was  about:  Only  about 
one  wage  earner  in  20  had  to  pay  any 
tax,  which  applied  only  to  people 
making  more  than  $11.50  a  week. 
Even  then  the  tax  was  only  3%,  scal- 
ing up  to  5%  for  incomes  of  more  than 
$10,000 — of  which  there  were  pre- 
cious few  in  those  days.  The  original 
tax  form,  great-granddaddy  of  the 
1040,  consisted  of  just  18  lines,  but 
people  weren't  used  to  dealing  with 
figures  in  those  days.  Abe  Lincoln 
himself  apparently  misunderstood  the 
instructions  and  ended  up  overpaying 
by  $1,279.15;  his  heirs  got  the  refund. 
The  tax  was  repealed  in  1872,  remain- 
ing pretty  much  a  dead  letter  until 
ratification  of  the  16th  Amendment  to 
the  Constitution  in  1913.  Senator 
John  Sherman  of  Ohio  (of  antitrust 
fame)  called  the  tax  an  instrument  of 
the  devil.  He  had  a  point." 
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The  greatest  mistake  is 
trying  to  be  more  agreeable 
than  you  can  be. 
Walter  Bagehot 


It  is  no  great  part  of  a  good 
man's  lot  to  enjoy  himself. 
To  be  good  and  to  do  good  are 
his  ends,  and  the  glory  is 
to  be  revealed  hereafter. 
Samuel  I.  Prime 


If  there  be  any  truer  measure 
of  a  man  than  by  what  he  does, 
it  must  be  what  he  gives. 
Robert  South 


Selfishness  is  that  detestable 
vice  which  no  one  will  forgive 
in  others,  and  no  one  is 
without  in  himself. 
Henry  Ward  Beecher 


You  do  well  to  have  visions  of 
a  better  life  than  of  every  day, 
but  it  is  the  life  of  every 
day  from  which  the  elements  of 
a  better  life  must  come. 
Maurice  Maeterlinck 


The  unpleasant  things  in 
life  make  so  much  noise 
that  we  forget  the  silent 
operation  of  the  good. 
Joshua  Liebman 


To  attain  happiness  in 
another  world  we  need  only 
to  believe  something,  while 
to  secure  it  in  this  world, 
we  must  do  something. 
Charlotte  Perkins  Gilman 


In  stepping  outside  of  the 
self  and  working  for  the 
common  good  a  solidarity 
with  others  is  confirmed. 
Arthur  Dobrin 


The  income  tax  has  made  more 
liars  out  of  the  American 
people  than  golf  has. 
Will  Rogers 


Thoughts 

on  the  Business  of  Life 


The  human  being  who  lives 
only  for  himself  finally 
reaps  nothing  but  unhappiness. 
Selfishness  corrodes. 
Unselfishness  ennobles, 
satisfies.  Don't  put 
off  the  joy  derivable 
from  doing  helpful, 
kindly  things  for  others. 
B.C.  Forbes 


This  span  of  life  was  lent 
for  lofty  duties,  not  for 
selfishness,  not  to  be  whiled 
away  in  aimless  dreams. 
Aubrey  de  Vere 


Goodness  is  the  only 
investment  that  never  fails. 
Henry  David  Thoreau 


The  virtues  are  lost  in 
self-interest  as  rivers 
are  in  the  sea. 
La  Rochefoucauld 


Without  kindess  there 
can  be  no  true  joy. 
Thomas  Carlyle 


I  am  of  the  opinion  that  my 
life  belongs  to  the  whole 
community,  and  as  long  as  I 
live  it  is  my  privilege  to 
do  for  it  whatever  I  can. 
George  Bernard  Shaw 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  (SI  7.50  per  vol- 
ume if  purchased  separately).  Also  available. 
a  one-volume  edition  of  over  3.000 
Thoughts."  Price.  $17.50.  Send  check  and 
orderto:  Forbes  Inc.,  60FifthAve.,  NewYork, 
N.Y.  10011  Add  sales  tax  on  orders  in  New 
State  and  other  states  where  applicable. 


Be  kind,  for  everyone  you 
meet  is  fighting  a  hard  battle. 
Philo 


I  would  say  that  if  there  is 
no  love,  nothing  is  possible. 
Man  absolutely  cannot  live 
by  himself. 
Erich  Fromm 


The  essence  of  true  nobility 
is  neglect  of  self. 
James  A.  Froude 


Our  worth  is  determined 
by  the  good  deeds  we  do, 
rather  than  by  the  fine 
emotions  we  feel. 
Elias  L.  Magoon 


We  can't  always  please,  but 
we  can  avoid  offending. 
Arnold  Glasow 


A  Text . . . 

Go  thy  way,  eat  thy  bread  with 
joy,  and  drink  thy  wine  with  a 
merry  heart;  for  God  now  ac- 
cepteth  thy  works. 

ECCLESIASTES  9:7 


Sent  in  by  Lillian  Mills  Mosseller,  Tryon, 
N.C.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


The  man  who  can  put  himself 
in  the  place  of  other  men 
need  never  worry  about  what 
the  future  has  in  store  for  him. 
Owen  D.  Young 


People  try  to  live  within 
their  income  so  that  they 
can  afford  to  pay  taxes  to 
a  government  that  can't  live 
within  its  income. 
Robert  Half 
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DEWAR'S     PROFILE: 


4. 


■% 


\ 


GALE  SAYERS 

HOME:  Northbrook,  Illinois 
AGE:  41 

PROFESSION:  Entrepreneur,  Businessman. 
HOBBY:  Scuba  diving.  A  partner  in  Under- 
water Adventure  Tours.  "I  can't  float  or 
swim  very  well  so  I  was  spending  a  lot 
of  time  underwater  anyway . . " 

BOOK  READ :  In  Search  of 
ence,  Peters  and  Waterman. 
LATEST  ACCOMPLISHMENT: 
A  successful  transition  from  the  50 
yard  line  to  the  bottom  line.  Most 
recent  ventures:  Computer  Supplies 
by  Sayers.  Raised  a  half-million 
dollars  for  the  Better  Boys  Founda- 
tion of  Chicago. 

WHY  I  DO  WHAT  I  DO:  "Busi- 
ness, like  football,  is  competitive. 
That  makes  the  game  good'.' 
.        PROFILE :  The  Pro  Football 
Hall  of  Fame  was  just  the 
beginning.  Constantly  sets 
new  goals.  Can  take  a  good 
idea  and  run  with  it. 

I      HIS  SCOTCH:  Dewar's 
"White  Label:'  "After 
playing  offense  from 
nine  to  five,  a  taste  of 
Dewar's  and  ginger 
ale  is  the  only  really 
civilized  defense!' 


DEWAR'S"  "WHITE  LABEL"'r  BLENDE*  SCOTCH  WHISKY 


-#^ 


White  lx*3 


DEWAR'S. 


i  SCHENLEY  IMPORTS  CO.,  888  SEVENTH  AVE,  NY 


HEART 

AND  SOUL 

OF  A  NEW  WORLD 

Beneath  the  clamshell  hood  rumbles  Corvette's 
5.7  Liter  tuned-port  V8.  A  fuelnnj^cted  power- 
house. Its  awe-inspiring  performance  made 
Corvette  the  overall  winner  in  international 
sports  car  competitions  certitjed  by^lhe 

USAC  Competitive  Rank  . 


-CLASS  CHAMPIO 

United  States  Auto  Club.  Of  course,  feature 
like  Corvette's  four-wheel  vented  disc  brake 
and  available  Z51  Sport  Suspension  played  < 
part  in  its  victory.  But  you  can't  be  a  world 
class  champion  without  a  powerful  heart. 


LambdKjhini 
Countach 


Total  Points 


Acceleration   0-60  (sec.) 


Braking    60-0  (ft.) 


Slalom    (sec.) 


Lateral  Acceleration    (g's) 


(5.33) 


Porsche 

•6.944 


1     (7.9S) 


A    (135.2) 


5    (6.33) 


''"•$26,121^ 


Ferrari 
308  GTSi 


3     (6.43) 


2     (143.1) 


Lotus  Esprit 
Turbo 


Porsche 
928S 


5    (5.95) 


1     (144.7) 


!     (6.40) 


2     (6.66) 


5     (135.1) 


1     (6.62) 


6     (129.2)  3     (135.7)  4,    (135.2)  2     (143.1)  1     (144./)  5     (!"■■> 


6    (6.13)  3     (6.38)  L       5    (6.33) 


5     (.91) 


$26703  $103,700  %«26.1ZC  $60,370  $50,384  $49,495 


<hl<h  first  place  is  awarded  6  points  for  each  event.  li»SAGcertif  ied  tests,  January  1985.  All  cars  listed  were  latest 
e  Of  testing  and  were  equipped  with  various  high-jperformance  options.  Corvette's  Manufacturer's  Suggested  Re 
j^Tax,  license,  destination  charges  and  optional  equipment  additional. 
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SALES 


PAGE  162 


PROFITS 


PAGE  174 


The  Forbes  500s 

The  nation's  largest  companies  ranked  four  ways 

158    Introduction:  The  Pace  Slackens 

Sales  and  profits  were  up  last  year,  but  not  impressively; 
market  values  were  down,  but  not  dismayingly. 

162    The  Forbes  Sales  500 

The  500  largest  public  corporations  in  sales  did  $2.62 
trillion  last  year.  Does  this  mean  that  giant  companies 
are  taking  over  the  economy? 


174    The  Forbes  Profits  500 

The  economy  remained  strong,  but  profit  growth  for  the 
500  largest  profitmakers  slowed  substantially  last  year, 
up  6%  compared  with  17%  the  year  before.  There  were 
also  some  arresting  changes  in  the  list. 

192    The  Forbes  Assets  500 

The  total  is  $4.6  trillion,  and  to  make  the  list,  you  need 
more  than  $2  billion.  Citicorp  is  the  new  champion,  and 
other  companies  climbed  the  ladder  through  merger.  But 
shrinking  is  also  in  fashion. 


55  Companies:  Tokyo  Electron  Ltd. 

A  maverick  in  a  society  that  prizes  conformity. 

56  Wall  Street:  Report  From  The  Committee 

An  inquiry  into  the  strange  affair  of  the  Phillips  Petro- 
leum shareholders,  still  unidentified,  who  left  $162  mil- 
lion lying  in  The  Street. 

58    Natural  Gas:  The  Coming  World  Of  Anything  Goes 

Some  will  sink  and  some  will  swim,  says  Arlon  Tussing. 


60     Profiles:  Patrick  McGovern 

Meet  the  centimillionaire  magnate  of  computer  publish- 
ing— as  unlikely  a  magnate  as  ever  was. 

66    Companies:  Exxon 

Even  Boone  Pickens  has  nice  things  to  say  about  it — and 
not  just  because  it's  clearly  beyond  his  reach. 

76     Cities:  Charlotte,  North  Carolina 

New  South  prosperity,  Old  South  amenities. 


Departments 

Money  &  Investments 

Columnists 

6    Side  Lines 

49 

What's  Ahead  For 

369    Ben  Weberman 

10    Trends 

Business 

370    David  Dreman 

16    Follow-Through 

372    Stanley  W.  Angrist 

24    Readers  Say 

374    Srully  Blotnick 

37    Fact  and  Comment 

376    Ann  C.  Brown 

40    Other  Comments 

45    Fact  and  Comment  II 

379    Flashbacks 

380    Thoughts 

^Hn^lffiKnHHHimimMmiUUmtuuiatHHHnminnH 


iiiianuiiiiniuuini 


FORBES,  APRIL  29,  1985 


ASSETS 


PAGE  192 


MARKET 
VALUE 


PAGE  205 


205    The  Forbes  Market  Value  500 

Last  year  was  not  a  pleasant  one  for  the  stock  market.  But 
something  else  was  going  on,  too.  Corporations  busy 
substituting  debt  for  equity  extracted  nearly  $100  billion 
from  the  pool  of  corporate  equity  in  1984. 

231    The  Forbes  500s— Jobs  And  Productivity 

Although  the  nation's  biggest  companies  expanded  their 
sales  last  year,  they  shrank  their  payrolls  by  840,000.  Is 
that  good  or  bad?  It  depends  on  whether  you  are  a 
politician  or  an  economist,  on  whether  your  aim  is 
"creating  jobs"  or  creating  productivity. 


244    Ranking  The  Forbes  500s 

An  alphabetical  summary  of  The  Forbes  500s  compa- 
nies, showing  performance  figures  and  the  position  of 
each  company  on  the  various  lists. 
268    The  Forbes  500s  On  Wall  Street 
Stock  performance  and  key  ratios  for  the      S5  compa- 
nies that  made  it  onto  the  Sales,  Profits,   Assets  or 
Market  Value  500  rosters. 
308    Where  To  Find  The  Forbes  500s 
Corporate  names,  addresses,  telephone  numbers,  CEOs 
and  lines  of  business. 


82     Taxing  Matters:  Charity  Begins 

Nonprofit  profit-sharing;  "superFSC." 

101     On  The  Docket:  Are  Contracts  Obsolete? 

Not  really,  although  in  this  day  and  age  it  might  seem  so. 

106     Numbers  Game:  Parting  With  Partners 

How  to  get  fired  from  a  big  accounting  firm. 

110    International:  Costa  Rica 

In  a  period  of  world  austerity,  Costa  Rica  still  lives  high. 


114    Marketing:  Who  Decides  On  The  Colors? 

Ever  hear  of  the  Color  Marketing  Group?  It  has  a  major 
influence  on  your  life. 

116    Technology:  The  One- Armed  Chemist 

Zymark's  smart-enough  robot.  Also:  Women  and  alco- 
hol; DayFlo,  Inc. 

128     Personal  Affairs:  Visiting  San  Francisco 

First  rule:  Don't  call  it  Frisco.  Second  rule:  There  are  no 
other  rules. 


Faces  Behind  the  Figures 


150  Sanford  McDonnell,  McDonnell  Douglas  Corp. 

150  Crown  Prince  Hans  Adam,  Liechtenstein 

151  J.  David  Bamberger,  Church 's  Fried  Chicken 

154  Ma  Shiyi,  Peking  University 

155  David  Bombyk,  movie  producer 
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Nile  dial:  A  few  years  back,  faced  with  explosive 
urban  growth  and  an  inadequate  telephone 
►ystem,  the  Egyptian  government  engaged 
Continental  Telecom  Inc.  to  redesign  its  communi- 
cations system.  A  massive  research  and  planning 
program  to  achieve  this 


metamorphosis  was 
nitiated  and  carried  out  by  Contel  Page,  Gontel's 
engineering  and  construction  subsidiary.  Today, 
me  of  the  world's  most  up-to-the-minute  com- 
munications systems  is  becoming  a  reality  in  one 
>f  the  world's  most  ancient  hubs.  From  telephony 
o  satellites.  Architects  of  telecommunication. 


RITE  CONTEL.  DEPT  204,  245  PERIMETER  CENTER  PKWY,  ATLANTA  GA  30346  ©  1983  CONTINENTAL  TELECOM.  INC. 


■BH 


Side  Lines 


Editor 

James  W.  Michaels 


Managing  Editor 

Sheldon  Zalaznick 


Assistant  Managing  Editors 

James  Flanigan,  Jerry  Flint 
Executive  Editors:  James  Cook,  Jefferson  Grigsby 
Special  Reports  Editor:  Geoffrey  Smith 
Economics  Editor:  Ben  Weberman 
Art  Director:  Everett  Halvorsen 

Senior  Editors:  Ruth  M.  Gruenberg,  Howard  Rudnitsky, 
John  A.  Conway,  William  G.  Flanagan,  Stephen  Kindel,  Harold  Seneker, 
John  Merwm.  Allan  Sloan,  Jean  Bnggs,  Susan  Lee,  William  Baldwin, 
Subrata  N  Chakravarty,  Steve  Kichen 

Contributing  Editors:  Richard  Phalon,  Clothield  Spencer,  Dero  A.  Saunders, 
Richard  Greene 

Associate  Editors:  Donald  E.  Zipperer,  Carol  E.  Curtis,  Betty  Franklm, 
Pamela  Sherrid,  John  A.  Byme 

Staff  Writers:  Jeffrey  A.  Trachtenberg,  Ellen  Benoit,  Thomas  Jaffe, 
Howard  Gold,  Lisa  Gubernick,  Jack  Willoughby,  Gary  Slutsker, 
Alyssa  A.  Lappen 

Reporters:  Barbara  Rudolph,  Laura  R.  Walbert  Robert  Teitelman, 
Jill  Andresky,  Laura  Saunders,  Robert  McGough,  Christine  Donahue, 
Richard  Behar 

Senior  Reporter-Researchers:  Janet  Bamford,  Deputy  Chief; 
Merrill  Vaughn,  Jeff  Bloch,  Christopher  Power,  Leslie  Pittel 
Reporter-Researchers:  Jane  Sasseen,  Anne  McGrath,  Francesca  Lunzer, 
Jinny  St.  Goar,  John  Heins,  Maria  Fisher,  Barbara  Kallen, 
Ruth  Simon  Peter  Newcomb,  Kelly  Walker,  Mary  Kuntz, 
Matthew  Schifrin,  Richard  Morais  David  Henry,  Catherine  Yang, 
John  Hayes,  Tania  Pouschine,  Anthony  Baldo,  Michael  Ozanian 
Washington  Bureau:  Howard  Banks,  Manager;  Allan  Dodds  Frank, 
Janet  Fix,  Cristina  von  Zeppelin 

West  Coast  Bureau:  Lawrence  Minard,  Manager;  Kathleen  K.  Wiegner, 
Alex  Ben  Block,  Andrew  Tanzer,  Anne  Bagamery,  Ellen  Paris,  Roger  Neal 
Southwestern  Bureau:  Alan  M.  Field,  Manager;  Toni  Mack,  Robert  H.  Bork  Jr. 
Midwestern  Bureau:  Barry  Stavro,  Manager;  Jay  McCormick,  Katharine  Blood 
European  Bureau:  Marcia  Berss,  Manager;  Rosemary  Brady 
Columnists:  Stanley  W.  Angrist,  Snilly  Blotnick,  Tnomas  P.  Murphy, 
David  Dreman,  Ashby  Bladen,  Ann  C.  Brown,  Kenneth  L.  Fisher 
Art  Department:  Roger  Zapke,  Ronda  Kass,  Robert  Mansfield,  Associate  Art 
Directors;  Andrew  Christie,  Charts;  Amy  Horton,  Alexandra  Gregson, 
Photo  Editors;  Jessica  De  Witt,  Photo  Research 
Copy  Desk:  Marlene  Mandel  Deputy  Chief; 
Gifda  M.  Roberts,  Dolores  Aksel,  Leopold  A.  Froehlich, 
Deborah  Markson-Katz,  Eugene  P.  Berg  Carol  Ferrari,  Hugo  Moreno; 
Barbara  Souza,  Robert  G.  Burks,  Timothy  Hailand,  Louis  Rossiello 
Proofreaders:  Dolores  Guilhot,  Chief; 

Arthur  Abramowitz,  Deputy;  David  J.  Fleischmann,  Susan  R.  Goldberg, 
Lynne  Tillman,  Charles  J.  Ober,  James  Neu 
Library:  Dolores  A.  Lataniotis,  Chief;  Clarita  Jones,  Assistant; 
Susan  Dietrich,  David  Bernstein,  Reva  Moten,  Research;  Santiago  Alvarado, 
Queenie  Flake,  Gloria  Katz,  Rose  Millar 

Statistics:  Donald  E.  Popp,  Editor,  Ann  C  Oliver,  Associate  Editor; 
Melody  Wagstaff,  Brian  D.  Watman,  Long  Peng,  Eric  S.  Hardy 
Director  of  Production:  John  J.  Romeo; 

Robert  M.  Rosengarten,  Edward  B.  Morgan,  Peter  Althoff,  Joseph  De  Gray, 
Lucille  Landi,  Jane  E.  Hartnett,  Steven  Schwartz,  Donald  Althoff,  Assistants 
Advertising  Production:  Patricia  Deckelnick 
Director  of  Photocomposition:  James  Cianelli; 
Mark  Decker,  Johnnie  English,  Shelley  Dell,  Arthur  Petz 

Chairman  and  Editor-in-Chief 

Malcolm  S.  Forbes 


President  and  Deputy  Editor-in-Chief 

Malcolm  S.  Forbes  Jr. 


Publisher 

James  J  Dunn 


Executive  Vice  President 

Leonard  H.  Yablon 


Vice  President-Associate  Publisher:  Christopher  Forbes 

Vice  President-Administration:  Scott  R.  Yablon 

Vice  President-Finance:  Seymour  Fried 

Vice  President-Controller:  Joel  B.  Redler 

Vice  President-Treasurer:  Leonard  Greenberg 

Director  of  Advertising:  Stephen  G.  Nicoll 

Director  of  Corporate  Communications:  Wm.  Donald  Carson 

Director  of  Circulation:  John  M  Thornton 

Director  EDP:  Jerome  Hoffman 

Director  MIS:  Neal  Squitieri 

Advertising  Representatives: 

New  York:  Donald  W  MacDonald,  Eastern  Manager; 

George  C.  Clissold,  Consumer  Adv.  Manager; 

G.  Croft  Henry,  Financial  Adv.  Manager; 

Jeffrey  M  Cunningham,  Manager,  Agency  Relations; 

Richard  Calkins,  Thomas  G.  Petersen,  Ellen  S.  Dweck,  Joan  E  van  Diepen 

John  H.  Reock,  Russell  Cherami 

Arnold  J  Pnves,  Director,  Special  Projects 

Margaret  A.  Monsor,  Codirector,  Special  Projects 

William  M.  Hilton  Jr.,  Codirector,  Special  Proiects 

James  W.  LaCirignola,  Dir .,  Int'l.  Adv.,  The  Americas,  Asia,  Pacific 

Boston:  Nick  Carter,  Manager 

Atlanta:  Charles  S.  Thom  Jr.,  Manager 

Chicago:  James  H.  Mallon,  Midwusi  Manager 

William  J.  Powers  Jr.,  David  C  Nordhoff 

Philadelphia:  James  B.  Norton,  Manager 

Dallas:  Fred  H.  Welling!   n,  Manager 

Detroit:  Don  Dane,  Manager;  Barbara  Boyle 

Los  Angeles:  Jeri  Johnson,  Manager 

San  Francisco:  Richard  W.  Reynolds,  West  Coast  Manager; 

Courtney  Compton,  Manager 

London:  Peter  M.  Schoff,  Director,  Int'l   Adv 

Corp.  Report  Updates:  Sarah  Ma 

Classified:  Linda  Loren 


PAID  CIRCULATION  OVER 


FOUNDED  1917  BY  B.C.  FORBES  (188C 


The  numbers  that  bloom  in  the  spring,  tra  la 

This  is  the  time  of  year  when,  along  with  the  forsythia,  numbers 
bloom — seemingly  interminable  lists  of  the  1,000  this,  the  100 
that  and  the  500  whosises.  So  why  is  Forbes  devoting  the  bulk 
of  this  special  issue  to  its  famous  500s?  Tradition  has  something 
to  do  with  it:  We  were  pioneers  in  statistical  rankings  way  back 
in  1949  with  our  first  Annual  Report  on  American  Industry. 
This  was  followed  a  half-dozen  years  later  by  our  Mutual  Fund 
Survey,  another  first,  and  later  still  by  our  Annual  Directory 
issue,  of  which  this  is  number  17.  In  short,  Forbes  virtually 
invented  statistical  journalism. 

We  don't  continue  to  produce  this  annual  500s  issue  simply 
because  we  have  always  done  so.  We  produce  it  because  it  is 
uniquely  useful  to  sophisticated  businessmen.  Forbes  uses  sta- 
tistics to  answer  a  useful  question: 
Which  are  the  most  important  large  cor- 
porations in  the  U.S.?  Long  ago  we  real- 
ized that  no  single  number  can  answer 
the  question.  If  sales  alone  mattered,  su- 
permarkets would  rank  high.  So  we  mea- 
sure corporate  importance  in  four  basic 
ways:  1)  revenues,  2)  net  profits,  3)  total 
assets,  4)  stock  market  value.  A  company 
big  enough  to  appear  on  one  list  may  not  be  big  enough  for 
another.  A  total  of  785  companies  appear  on  one  or  more  of  The 
Forbes  500s. 

The  Forbes  500s  are  comprehensive.  I  am  frequently  amused 
when  journalists  and  advertising  copywriters  use  the  term  For- 
tune 500  to  mean  big  and  blue  chip,  unaware  that  because  of 
that  magazine's  old-fashioned  distinction  between  service  and 
industrial  companies  such  giants  as  Citicorp,  CBS  and  Sears, 
Roebuck  are  not  on  Fortune's  best-known  500  list  at  all. 

The  Forbes  500s  are  not  rigidly  mechanical,  but  carefully 
constructed  to  measure  corporate  health  as  well  as  corporate 
heft,  and  designed  to  reflect  the  fact  that  in  this,  the  Information 
Age,  there  is  no  longer  a  meaningful  distinction  between  a 
service  company  and  an  industrial  company.  This  is  the  best 
Forbes  Directory  Issue  ever,  thanks  to  the  almost  superhuman 
efforts  of  a  large  task  force  led  by  Steve  Kichen  and  Don  Popp 
and  including  Ann  Oliver,  Melody  Wagstaff,  Brian  Watman, 
Long  Peng,  Eric  Hardy,  Leslie  Pittel,  Mike  Ozanian,  Jinny  St. 
Goar,  John  Hayes  and  Mary  Vail. 

Just  the  facts,  please 

Our  competitor  Business  Week  takes  indignant  exception  to  a 
statement  in  our  cover  story  on  network  television,  Mar.  25.  In 
a  letter  to  me,  Donald  Austermann,  Business  Week's  director  of 
marketing  communications,  pointed  out  that  we  greatly  under- 
stated BW's  advertising  budget.  We  did  indeed,  putting  it  at  a 
mere  $1.5  million,  when,  in  fact,  it  is  several  times  higher. 
Sorry.  But  Austermann  also  denied  our  statement  that  Business 
Week  was  using  network  TV  to  sell  subscriptions,  thus  poten- 
tially diluting  the  quality  of  its  audience.  In  this  case  we  were 
not  wrong.  Our  carefully  checked  information  is  that  Business 
Week  made  network  buys  all  through  1984,  beginning  with  NBC 
News  at  Sunrise  (90%  coverage)  in  the  first  quarter  and  CBS 
Nightwatch  (90%  coverage)  in  the  fourth  quarter. 
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Republic  Airlines  knows 

what  everyone  in  business 

wanfs  out  of  life. 


Republic  thinks  business  trav- 
elers deserve  some  special  recogni- 
tion, some  special  rewards  that 
make  your  life., 
when  you  fly  a 
little  easier  and 
a  lot  better. 

We  want  to  give  you  some 
PERKS! 


perk 


WE  PUT  BUSINESS  FIRST. 

The  first  perk  we  give  you  is  also 
the  biggest.  It's  a  special  section 

__,.  ^^■JIb  uP  flont  CciHed 
I  jBiJc    Business  First.'"' 
E*  ^^™  ■  ^     Busint  'ss  First 
gives  you  first  class  treatment  at  just 
$15  more  than  non-discounted 
coach  fare.  You  relax  in  a  wide  seat 
(just  two  in  each  row).  You  're 
served  fine  food  and  free  drinks. 
You  're  first  on  and 
off  the  plane.  You 
have  a  separate 

check-in  area  at  major  Republic 
airports,  and  you  receive  priority 
baggage  handling. 

All  for  only  $15  extra.  That's  a  lot 
of  perks  for  not  a  lot  of  money 

TAKE  A  20,000  MILE 
SHORTCUT  TO  A  FREE  TRIP 

Republic's  Frequent  Flyer  Pro- 
gram offers  you  the  lowest 
mileage  requirements  needed  to 
earn  free  trips.  With  Republic's 
Frequent  Flyer 


nd  tree  annKs. 

perk 


Program,  just  20,000  miles  earns 
you  a  free  trip  instead  of  the  40,000 
-^-^    ^^     ■      miles  most  other 
J^^JjlF  airlines  demand. 
J^'^^™  *^  And  every  time 
you  fly  Business  First  you  earn  a 
500  mile  bonus.  What's  more,  the 
mileage  you  earn  flying  Republic 
can  be  applied  towards  discounts 
or  free  tickets  on  our  international 
travel  partner,  Pan  Am.  That  means 
flying  Republic  could  get  you  to 
■mr*_j-k_-mM%m  Hong  Kong,  to 
•2  3^5¥  WE  Paris,  to  London. 
F  Republic's 

frequent  flyer  perks  go  a  long, 
long  way 

YOU'LL  MAKE  SOME  GREAT 
BUSINESS  CONNECTIONS,  TOO. 

At  Republic,  we've  built  a  route 
system  using  some  of  the  country's 
least  congested  airports  as  our 
hubs. 

We  fly  through  Minneapolis/St. 
Paul,  Detroit  and  Memphis,  so  you 
can  make  connections  without  a 
hassle. 

On  Republic, 
you  get  where 
you  're  going  on 
schedule  and  with  a  lot  less  frustra- 
tion. And  that's  got  to  be  one  of  the 

best  perks  of  all. 

For  reservations  call  your  travel 

agent,  corporate  travel  planner, 

or  Republic  Airlines:  (800)  441-1414. 
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We  makeyou  feel  like  flyh 
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bring  riches. 

nettling  better. 


It  was  an  unfamiliar  and  frightening 
shore.  They  carried  little  but  their  families, 
the  clothes  on  their  backs,  and  the  unquench- 
able dream  of  building  a  better  life. 

It  was  called  the  American  dream.  Not 
because  it  was  invented  here.  But  because  — 
for  millions  of  ambitious,  hardworking  people — 
it  came  true  here. 

At  The  Wall  Street  Journal,  we  think  the 
American  dream  is  still  coming  true.  It's  hap- 
pening in  the  mailroom  and  in  the  boardroom. 
In  tiny  office  cubicles  and  in  plush  executive 
suites.  In  the  Mom-and-Pop  food  market  and 
in  the  New  %rk  stock  market. 

Wherever  there  are  people  driven  by 
talent,  ideas  and  a  determination  to  succeed, 
the  American  dream  flourishes. 

As  you  might  suspect,  so  does 
The  Wall  Street  Journal. 

In  the  pages  of  The  Journal,  you'll  find 
the  fuel  that  dreams  run  on:  Information. 
Broad-ranging,  accurate  information  about 
everything  in  the  world  that  could  influence 
the  course  of  business.  And  the  course  of 
your  career. 

The  Journal  leaves  you  better  prepared. 
Better  informed.  And  better  equipped  to 
pursue  your  own  personal  American  dream. 

To  subscribe,  call  800-872-5466. 
We  can't  promise  you  riches  right  away. 

But  a  wealth  of  information  is  a  pretty 
good  head  start. 

TheW^ll  Street  Journal. 


The  daily  diary  of the American  dream. 

©1985  Dow  Jones  &  Company,  Inc. 
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Trends 


Edited  by  John  A.  Conway 


Cashless  casinos 


The  coinless  slot  machine  may  soon 
be  in  the  cards.  A  New  York  company 
called  Kenilworth  Systems  Corp.  has 
been  working  for  seven  years  on  a 
plastic  card  that,  when  inserted  into 
the  machine,  will  allow  one-arm  ban- 
dit devotees  to  play  without  cash. 
Players  will  deposit  an  amount  with 
the  casino  cashier,  play  away  and 
have  their  winnings  (or  losings)  put  on 
their  accounts  via  computer.  Herbert 
Lindo,  Kenilworth's  German-born 
president,  who  served  in  the  Navy's 
Seabees,  then  was  in  the  construction 
business  before  switching  to  high 
tech  in  1972,  says  the  company  put 
$7.5  million  into  developing  his  Lott- 
O-Gold  card  and  $4.5  million  into 
software.  The  Nevada  Gaming  Com- 
mission supports  the  idea,  and  the 
state's  legislature  is  considering  the 
Kenilworth  system.  Once  that  hurdle 
is  cleared,  Lindo  plans  three  to  six 
months  of  testing,  probably  by  retro- 
fitting 180  slots  in  the  Del  Webb  Mint 
Casino  in  Las  Vegas.  The  system, 
Lindo  says,  will  cost  from  $2,200  to 
$3,500  per  slot,  the  major  expense  go- 
ing for  a  Nixdorf  Auregen  computer 
that  drives  the  operation.  The  big 
edge,  he  claims,  is  that  cashless  bet- 
ting will  let  casinos  reduce  costs. 
Lindo  is  ready  to  apply  the  system  to 
other  casino  standards  like  roulette, 
blackjack  and  craps. 

Raising  the  roof 

The  battle  lines  are  shaping  up  over 
the  White  House  proposal  to  raise  fees 
on  Veterans  Administration  mort- 
gages. The  real  estate  industry  is  one 
opponent.  Robert  Spiller,  president  of 
the  Mortgage  Bankers  Association, 
says  the  new  fees  would  add  about 
$1,792  to  the  cost  of  a  $64,000  loan  at 
12.5%,  and  if  amortized  over  30  years, 
$6,800.  (VA  borrowers  now  pay  1%  of 
the  total  loan  as  an  origination  fee.) 
Jack  Carlson,  executive  director  of  the 
National  Association  of  Realtors, 
calls  the  fees  "antihomeownership." 
The  Administration  originally  want- 
ed to  impose  additional  fees  on  all 
loans  backed  by  quasi-governmental 
agencies.  The  Senate  Budget  Commit- 
tee limited  it  to  the  VA,  Fannie  Mae 
and  the  Federal  Home  Loan  Mortgage 
Association.  (The  FHA  and  Ginny 
Mae  were  exempted,  but  their  fees 
can  be  raised  administratively.)  Sen- 
ate Democrats,  with  one  notabL 
ception,  are  up  in  arms.  The  exception 
is    Wisconsin's    William    Proxmire, 


Slot-machine  aficionados  in  action 
Now  try  to  beat  the  odds  on  credit. 


Michael  Yamashiia.Wixxifin  Camp 


ranking  Democrat  on  the  Senate 
Banking  Committee.  Proxmire  told 
his  colleagues:  "I  think  it  has  a  good 
chance  of  getting  through." 

Weapons  versus  widgets 

Do  the  billions  spent  on  military  re- 
search produce  profitable  payoffs  for 
the  civilian  economy?  No,  says  a  new 
report  by  the  Center  for  Defense  Infor- 
mation, a  Washington,  D.C.  think 
tank  run  by  a  group  of  retired  admirals 
and  generals.  In  their  view,  too  much 
emphasis  on  weapons  and  other  re- 
search for  the  Pentagon  diverts  atten- 
tion from  commercial  technology,  an 
area  where  the  U.S.  lead  is  narrowing. 
The  percentage  of  GNP  devoted  to 
nonmilitary  R&D  in  the  U.S.  is  only 
1.9%,  compared  with  2.6%  in  West 
Germany  and  2.5%  in  Japan  (although 
the  U.S.  spends  far  more  dollars,  of 
course,  because  of  the  sheer  size  of  its 
economy).  "The  vast  majority  of  mili- 
tary technological  achievements, 
from  swept-wing  fighters  to  ballistic- 
missile  submarines,  simply  have  no 
commercial  counterparts,"  says  Brian 
McCartan,  the  civilian  researcher 
who  ran  the  study  for  the  center. 

Sorry,  Ma'am 

The  feminist  honorific  "Ms.,"  which 
set  so  many  male  editors'  teeth  on 
edge,  now  appears  on  the  way  out, 
according  to  a  survey  by  the  Indiana 


School  of  Journalism.  Three  years  ago 
the  title,  adopted  in  the  heat  of  the 
feminist  movement  of  the  Sixties, 
had  become  standard  in  more  than 
half  of  the  top  U.S.  newspapers.  But 
now  it  has  been  rejected  by  71.6%  of 
130  newspaper  and  magazine  editors 
canvassed  by  Richard  Tobin,  a  profes- 
sor at  Indiana,  in  his  sixth  annual 
usage  survey.  A  70%  majority  last 
year  said  they  also  have  rejected  such 
feminisms  as  "chairperson"  in  favor 
of  the  old-fashioned  "chairman."  To- 
bin figures  more  editors  also  have 
dropped  "Mrs."  and  "Miss"  and  refer 
to  women  by  their  last  names  only. 
The  trend  seems  to  be  broadening, 
with  more  newspapers  dropping  all 
honorifics  indicating  professional  sta- 
tus for  doctors,  priests,  ministers, 
nuns,  etc.  (The  Minneapolis  Star-Trib- 
une, Dallas  Times  Herald  and  Trenton 
Times,  for  example,  now  follow  this 
practice.) 

Who  runs  high  tech? 

High-tech  companies  may  be  loaded 
with  brains,  but  their  upper  echelons 
look  thin  in  some  important  manage- 
ment areas.  The  biggest  gaps  are  in 
international  expertise,  government 
relations  and  marketing,  according  to 
a  survey  by  Boyden  Associates,  a  New 
York  City  executive  search  firm.  Boy- 
den checked  669  board  members  of  62 
top-selling  high-tech  companies.  It 
found  that  only  29%  of  the  firms  had 
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LOTUS  USES 
FRAMEWORK 


John  Spiech,  President 
Lotus  Performance 
Cars,  L.R 
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HERE'S  HOW: 


Lotus®  travels  in  the  fast  lane.They  can't  settle 
for  second  best  in  business  software. That's  exactly 
why  they  went  out  and  bought  Framework™  software. 

Framework's  a  winner.  In  their  "Overall  Eval- 
uation"category,  Software  Digest,  December, 
1984,  rated  Framework  the  best  integrated 
package.  And  when  10  teams  of  Wharton  MBA 
candidates  squared  off  against  each  other  with 
different  business  software,  the  Framework  team 
won  hands  down.  Lotus  likes  a  winner. 

The  future  of  Lotus  is  mapped  out  on 
Framework  where  a  powerful  spreadsheet 
works  with  a  critically-acclaimed  word  processor. 


It's  a  combination  that  only  Framework  has.The 
Framework  outline  function— built  in,  not  added 
on— lets  Lotus  see  what's  up  the  road  ahead. 
And  a  data  management  function  helps  Lotus 
keep  track  of  their  fast-moving  products. 

Lotus  came  to  two  conclusions  after  looking 
for  software.  One:  a  symphony  is  something  you 
listen  to  on  the  highway  with  the  radio  turned  up 
loud.  And  two:  Framework  may  well  be  all  the  busi- 
ness software  a  fast- moving  company  needs. 

For  a  dealer  near  you  call  (800) 
437-4329,ext.  2235.1n  Colorado 
(303)  799-4900,ext.  2235. 


Software  from 


Framework  and  AshtonTate  are  trademarks  of  AshtonTate.  Software  Digest  is  a 
registered  trademark  of  Software  Digest,  Inc. 
Lotus  is  a  registered  trademark  of  Group  Lotus  Car  Companies,  PLC. 
©AshtonTate  1985.  All  rights  reserved. 
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Well  put  you  in  control. 
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Some  Things  Never 

Change  at  The 

Sherry-Netherland 

Hotel. 

The  good  life  never  goes  out  of  style 
at  The  Sherry.  Our  dedicated  staff 
greet  guests  by  name,  recognize  their 
personal  preferences  and  deliver  mes- 
sages by  hand.  Our  rooms  and  suites, 
with  crystal  chandeliers,  period  fur- 
niture and  fireplaces  offer  the  most 
superb  views  of  Manhattan. 

This  very  civilized  ambience  has 
never  changed.  We,  and  our  guests, 
prefer  it  that  way.  Elevators  of  gleam- 
ing wood  and  Italian  Renaissance 
painted  panels  compete  with  corridors 
of  gold-leaf  detail  and  ornate  mirrors. 
Our  lobby,  designed  in  the  manner  of 
the  Vatican  library,  is  a  treasure  of  mar- 
ble, bronze  and  fine  tapestries.  The  city's 
best  shops  and  galleries  are  nearby. 


~  CJ/ie  — 
SH€RRY-N€TH€R1AND 


On  the  Park  at  Fifth  &  59th 
781  Fifth  Avenue,  NY ,  NY  10022 
(212)  355-2800 or  (800)  223-0522 


ON  REWARDING 

SUCCESSFUL  COLLEAGUES  AND 

IMPORTANT  CLIENTS. 

Tiffany's  Corporate  Division  offers  businesses  and 
organizations  an  opportunity  to  bring  excitement  to  all 
gift-giving  occasions. 

Tiffany  can  provide  distinctive  and  beautifully  crafted 
items  for  incentive  programs,  service  and  achievement 
awards,  retirement  programs,  and  special  events.  Our 
account  executives  can  help  you  plan  and  execute  gift 
programs  that  meet  your  most  exacting  requirements. 

You  may  choose  to  personalize  merchandise  with  a 
corporate  name,  logo  or  special  message.  And,  for  a  one-of- 
a-kind  gift,  our  Design  Department  can  transform  your 
ideas  into  exciting  reality. 

Presented  in  our  classic  blue  box,  a  Tiffany  gift  is  always 
well-received.  For  further  information,  contact  a  Tiffany 
Corporate  Division  representative. 


Tiffany  &  Co. 

NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  •  DALLAS  •  HOUSTON 
BOSTON  •  ATLANTA  •  SAN  FRANCISCO  •  CINCINNATI  •  PHILADELPHIA 
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one  or  more  board  members  with  in- 
ternational experience  and  only 
24.2%  had  members  with  govern- 
ment backgrounds.  Scarcest  of  all  was 
marketing,  with  only  14.5%  of  the 
companies  claiming  board  members 
from  that  field.  "This  is  a  remarkable 
shortcoming  in  board  composition," 
said  Boyden  President  Putney  Wester- 
field,  "especially  in  light  of  today's 
economic  environment  and  opportu- 
nities." Another  surprise  was  the  age 
of  the  boards.  The  average  for  the 
high-tech  boards  was  57.2;  at  banks,  it 
was  only  one  year  older,  58.5. 

Ayuda  Puerto  Rico 

Puerto  Rico's  economy  looks  like  a 
disaster  area — unemployment  at  22% 
to  30%,  agriculture  down,  light  indus- 
try stagnant — but  help  is  on  the  way 
from  businessmen  and  philanthro- 
pists. Early  this  month  the  Puerto 
Rico  Community  Foundation  was  set 
up  with  $5  million  in  donations  from 
the  Ford,  Rockefeller  and  Carnegie 
foundations  and  from  such  companies 
as  Schering-Plough,  SmithKline  and 
Becton  Dickinson.  In  the  U.S.,  275 
communities  are  the  beneficiaries  of 
foundations  with  collective  assets  of 
more  than  $2  billion  and  that  make 
grants  of  more  than  $100  million  a 
year,  but  Puerto  Rico,  with  2%  of  the 
U.S.  population,  got  only  about  0.2% 
of  all  handouts.  The  new  group  hopes 
to  raise  its  endowment  to  $50  million 
within  the  decade.  Its  funds  will  go  for 
job  training,  housing  and  educational 
grants,  says  Franklin  Thomas,  head  of 
the  Ford  Foundation,  who  adds  that 
the  new  foundation  should  be  far  bet- 
ter able  than  its  mainland  counter- 
parts "to  identify  appropriate  efforts 
on  the  island." 

Back  to  the  small  town 

How're  you  gonna  keep  'em  down  on 
the  farm?  That's  no  longer  the  ques- 
tion. Now  the.  trend  seems  to  have 
reversed.  Today,  almost  half  of  Amer- 
ican adults  say  they  would  move  to 
towns  with  populations  of  fewer  than 
10,000  if  they  could  get  jobs  there,  and 
66%  of  those  who  prefer  urban  life 
would  rather  live  in  the  suburbs  than 
within  central  cities,  says  the  Wash- 
ington, D.C. -based  National  Associ- 
ation of  Towns  &  Townships.  Those 
yearnings  have  not  gone  unnoticed  by 
corporate  America,  says  Bart  Russell, 
the  association's  executive  director. 
Companies  like  Sears,  Wal-Mart  and 
Ames  Department  Stores  are  looking 
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!      Toshiba's  CkoiraTouch  Copier  changes  color 

at  a  touch. 

With  most  copiers,  in  order  to  change  colors,  you  have  to  pu-u-ull  out  the  black  cartridge  and 
sho-o-ove  in  the  color  cartridge.  But  Toshiba's  new  ChromaTouch  Copier  makes  life  simpler. 

CHANGE  COLORS  AT  A  TOUCH.    Just  one  touch  lets  you  go  from  black  to  a  second  color.  Presto. 
Chango.  Or  back  to  black.  Presto.  Chango.  Color  copies  have  never  been  easier.  Or  looked  better. 

THE  MOST  FEATURED  COPIER  FOR  THE  MONEY    Toshiba's  BD-4121  ChromaTouch  Copier  isn't  just 
a  great  color  copier.  It's  a  great  copier  that  makes  crisp,  clear  edge-to-edge  copies.  With  all  the  features 
you  need.  Including  zoom  enlargement  and  reduction.  Optional  10-bin  sorter,  document  feeder  and  stack 
feed  bypass. 

RED.  BLUE.  BROWN.  PICK  A  COLOR.   What  color  do 
you  want  your  copies?  ChromaTouch  lets  you  choose  red,  blue 
or  brown  for  your  second  color.  And  you  get  it  with  just  a 
touch.  If  you  want  another  color,  changing  colors  with  your 
ChromaTouch  Copier  takes  just  seconds.  And  it's  as  easy  as 
changing  a  typewriter  ribbon. 

FOR  MORE  INFORMATION.    Toshiba  means  quality  in. 
Quality  out.  To  find  out  more  about  the  copier  that  changes 
colors  presto,  chango,  send  your  business  card  to  Copier 
Products  Division,  Toshiba  America,  Inc.,  2441  Michelle  Drive, 
Tustin,  CA  92680.  Or  call  1-800-457-7777 


Toshiba 
ChromaTouch  Copier 
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In  Touch  with  Tomorrow 
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To  photograph  the  earth's  resources  from 
the  air,  they  say  you  need  a  camera  that  can  see  through 
clouds.  They  say  that's  impossible.  But  Goodyear  said, 
"Let's  try  a  new  way,"  and  developed  a  special  kind  of 
radar,  which  not  only  sees  through  clouds,  but  gives 
you  pictures  as  sharp  as  some  cameras. 


They  say  your  knees  and  ankles  have  to 
take  a  pounding  when  you  go  for  a  run.  But  Goodyear 
said,  "Not  so,"  and  created  Wingfoot™XL,  a  new  ma- 
terial for  insoles.  It  eliminates  97  percent  of  the  shock. 
So  you  can  strengthen  your  heart,  without  weakening 
your  joints. 


14 


Trends 

increasingly  to  rural  settings  for 
growth  in  the  Eighties,  he  says.  Trou- 
ble is,  the  nation's  20,000  or  so  small 
communities  rarely  know  how  to  at- 
tract jobs;  and  many  that  do  know 
have  serious  growing  pains,  including 
coping  with  complex  state  and  federal 
laws  governing  water  pollution, 
dumps,  hazardous  wastes  and  the 
like.  So  the  association  last  year  set 
up  the  National  Center  for  Small 
Communities,  with  $1.1  million  from 
companies  such  as  United  Parcel  Ser- 
vice, Burlington  Northern,  John 
Deere  and  R.J.  Reynolds,  plus  federal 
grants.  The  money,  Russell  says,  will 
go  for  research,  education  and  publi- 
cations to  help  small  towns  compete 
with  their  big-city  rivals. 

Quote,  unquote 

Robert  Beck,  chairman  of  the  Busi- 
ness Roundtable  and  CEO  of  Pruden- 
tial Insurance,  describing  the  current 
and  projected  federal  budget  deficits: 
"The  nearest  thing  to  a  fiscal  Three 
Mile  Island." 


Owners  and  savers 

Buying  a  home  is  money  in  the  bank 
in  more  ways  than  one,  according  to 
two  housing  students,  Ronald 
Krumm  of  the  University  of  Chicago 
and  F.  Thomas  Juster  of  the  Universi- 
ty of  Michigan.  "Purchasing  a  home 
tends  to  lead  to  greater  savings  in  oth- 
er assets,"  says  Krumm.  Juster  notes 
that  home  buyers  build  up  savings 
because  the  spending  curbs  used  to 
accumulate  the  nest  eggs  maintain 
their  momentum  after  the  families  set 
up  housekeeping.  According  to  Juster, 
elderly  renters  who  earned  $13,700  in 
1975  had  total  assets  of  $31,000,  while 
homeowners  of  the  same  age  who 
earned  $17,700  had  $83,000  in  total 
assets,  not  including  equity  in  their 
homes.  Such  motivation  can  hardly 
hurt;  Americans  now  save  about  6%  of 
their  incomes,  compared  with  20%  to 
23%  for  the  Japanese  and  10%  for 
Europeans,  Juster  says. 

The  brain  game 

What  does  it  take  to  make  a  computer 
expert?  A  study  of  more  than  1,200 
people,  aged  12  to  60,  in  23  states 
found  that  those  with  aptitudes  for 
math  and  music,  and  for  spatial,  quan- 
titative, sequential  and  logical  prob- 
lems also  tend  to  have  good  computer 
abilities.  Although  aptitude  is  the 
same  for  men  and  women,  say  three 
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researchers  at  California's  Claremont 
Graduate  School,  women  seem  less 
interested  in  computers  than  men  do 
and  score  lower  on  computer  literacy. 
"Women  seem  to  appreciate  the  com- 
puter for  what  it  can  do,"  says  re- 
searcher Mary  Poplin,  "but  after  the 
work  is  done,  they  would  rather  do 
other  things."  The  test  developed  for 
the  study,  published  by  Pro-Ed  in  Aus- 
tin, Tex.,  is  among  the  first  in  the  U.S. 
to  measure  computer  aptitude  rather 
than  achievement. 

Clip,  clip,  clip 

Cents-off  coupons  have  been  around 
since  1898,  but  they  now  constitute 
an  industry.  Last  year  about  160  bil- 
lion of  them — more  than  650  per  capi- 
ta— were  handed  out,  up  from  142  bil- 
lion in  1983  and  90  billion  in  1980, 
says  Josephine  Swanson,  a  consumer 
affairs  specialist  at  Cornell  Universi- 
ty. Only  about  5%  are  cashed  in,  she 
says,  but  at  an  average  of  25  cents 
each,  that  works  out  to  $2  billion  a 
year.  Another  $350  million  is  lost  an- 
nually by  stores  and  manufacturers 
through  fraud  and  mistakes  in  re- 
demption. Undeterred,  more  and 
more  manufacturers  are  getting  into 
the  act.  "Coupons  are  an  advertiser's 
dream,"  Swanson  says.  "People  read 
them,  clip  and  file  them  and  then 
reread  them  before  using  them,  thus 
handling  several  times  the  coupons 
that  promote  products."  Actually,  she 
says,  coupons  generate  no  additional 
value.  "The  end  result  is  merely  a 
redistribution  of  income  at  the  ex- 
pense of  noncoupon  users." 

Ford  versus  phonies 

Using  an  anticounterfeiting  law  Con- 
gress passed  late  last  year,  Ford  is  fil- 
ing suits  right  and  left  against  distrib- 
utors of  fake  and  look-alike  auto 
parts.  Actions  against  the  counterfeits 
(made  in  Taiwan  and  other  Third 
World  countries)  have  so  far  been  filed 
in  Arizona,  California,  Michigan, 
Minnesota,  New  Jersey,  New  York 
and  the  District  of  Columbia.  "Every 
car  owner  stands  a  good  chance  of 
having  a  counterfeit  or  spurious  part 
installed  sometime  during  the  owner- 
ship period,"  says  Kenneth  Myers, 
Ford's  product  and  marketing  man- 
ager for  parts  and  service.  The  cam- 
paign is  backed  by  White  House  con- 
sumer adviser  Virginia  Knauer,  who 
says  this  faking  "goes  way  beyond" 
phony  designer  jeans  and  handbags. 
"Counterfeit  auto  and  truck  parts  are 
threats  to  the  nation's  health  and  safe- 
ty," she  says. 
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They  say  there's  just  no  way  to  make 
today's  lighter  cars  ride  like  yesterday's  heavier  cars. 
But  Goodyear  said,  "Is  that  so?"  and  went  on  to  cre- 
ate air  springs  for  a  computerized  suspension  system. 
So  even  lighter  cars  can  corner  like  a  running  back 
and  ride  like  a  dream. 


See  how  you  can  make  things  better  when 
you  don't  listen  to  what  "they"  say? 

good/year 


1984  The  Goodyear  Tire  &  Rubber  Come 
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MAKE  BUSINESS 
A  PLEASURE 

ON  THE  JOURNEY 
OFA  LIFETIME. 

Just  another  business  trip  to  Europe? 
Not  when  you  travel  on  the  train  that 
has  become  a  legend  -  the  historic 
Venice  Simplon-Orient-Express.  The 
ultimate  way  to  travel  between  London, 
Paris,  Zurich,  Innsbruck  and  Venice. 

Relax  in  private  sleeper  cabins 
restored  to  their  original  splendour, 
with  plenty  of  time  to  plan  your  next 
meeting  while  you  enjoy  Europe's 
most  spectacular  scenery.  Savour 
superb  French  cuisine  in  the 
restaurant  car  and  service  that  is  of  a 
standard  everyone  should  experience 
at  least  once  in  a  lifetime. 

For  a  copy  of  our  color  brochure 
and  to  make  reservations,  see  your 
travel  agent  or  call  TOLL  FREE 
(800)  524-2420  Nationwide 
(212)  938-6830  in  New  York  State. 

Venice  Simplon-Orient-Express 
Distribution  Center,  132  Lafayette 
Street,  4th  Floor,  New  York,  NY  10013. 


Venice  Simplon- 
Orient-Express  Inc..  1985 
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Vegetables  with  a 
reggae  beat 

Jamaica's  Prime  Minister  Edward  P. 
Seaga  proclaimed  a  return  to  free  en- 
terprise when  he  replaced  left-leaning 
Michael  Manley  in  1981.  The  world 
economy,  however,  hasn't  cooperat- 
ed. The  aluminum  glut  and  a  subse- 
quent 40%  drop  in  bauxite  exports 
between  1981  and  1984  cost  Jamaica 
$250  million.  The  island's  sugar  in- 
dustry employs  50,000  and  earns  $54 
million,  but  at  7  cents  a  pound,  few 
make  money.  Britain  guarantees  a 
100, 000- ton  banana  market,  but  the 
island  grows  only  30,000  tons.  Tour- 
ism earns  $370  million  a  year,  but 
shivers  with  every  quiver  of  Jamaica's 
uneasy  politics.  Unemployment  is 
more  than  25%.  Marijuana,  illegal  as 
it  is,  is  Jamaica's  best  crop,  bringing  in 
at  least  $100  million  a  year  to  cover 
25%  of  the  island's  trade  deficit 
(Forbes,  Apr.  30,  1984). 

One  bright  spot  for  the  Connecti- 
cut-size island  in  the  sun  has  been  the 
agricultural  experiments  of  Israeli  en- 
trepreneurs like  Eli  Tissona,  who  in 
1983  formed  a  joint  venture  with  the 
government  to  bring  technology  to  Ja- 
maican agriculture.  That  sector  grew 
by  30%  last  year,  and  unemployment 
among  farm  workers  dropped  nearly 
70%,  to  8,000.  Jamaica  Agro  Products 
Ltd.,  51%  Israeli-owned,  has  already 
developed  more  than  5,000  acres  of 
barren  land  west  of  Kingston  and 
plans  to  expand  to  6,500  acres  by 
1987.  This  year  the  island  should  pro- 
duce 35  million  pounds  of  winter 
vegetables  and  fruits,  and  JAP  will 
grow   up   to   20   million  pounds   of 


Susan  McOnni-v  PI 


A  Jamaican  displays  his  wares 
Exports  with  an  Israeli  touch. 


them — peppers,  melons,  zucchini, 
string  beans,  cucumbers,  snow  peas, 
mangos,  etc. 

With  five  times  more  orders  than  he 
can  fill,  next  year  Tissona  expects  to 
export  60  million  pounds,  worth  $40 
million  to  $50  million.  Jamaican 
companies  like  Grace-Kennedy  have 
also  hired  Israeli  technicians.  By  1989 
Jamaica  hopes  to  produce  123%  of  its 
fish  needs,  100%  of  its  meat,  73%  of 
its  rice  and  50%  of  its  soybeans. 

The  idea  is  to  replace  the  traditional 
sugarcane  crop  with  moneymakers 
and  to  train  farmers  in  high  technolo- 
gy. "If  local  farmers  work  three  or  four 
months  on  winter  vegetables,"  Tis- 
sona says,  "they  can  get  three  or  four 
times  more  than  what  they  got  from 
farming  sugarcane,  which  takes  all 
year."  Technology  like  drip  irrigation, 
which  made  Israel's  desert  bloom, 
works  beautifully  in  Jamaica's  green- 
house climate,  Tissona  says.  He  also 
rotates  winter  vegetables  with  soy- 
beans, which  replenish  the  soil.  (Ja- 
maica currently  imports  60,000  tons 
of  soybeans  a  year;  growing  the  crop 
locally  could  save  $20  million.) 

"Agricultural  exports  can  change 
the  face  of  the  island,"  Tissona  says 
with  enthusiasm.  "Israel  exported 
more  than  $510  million  worth  of  pro- 
duce last  year.  That's  with  no  water, 
one  half  desert  and  a  cold  winter.  In 
Jamaica,  the  sky's  the  limit." 

Do  actuaries  count? 

Edmund  Halley,  the  comet  man, 
worked  up  some  mortality  tables  in 
England  in  1693  and  helped  create  the 
actuarial  science  that  has  set  prices 
for  the  insurance  industry 
ever  since.  Last  month 
Montana  state  legislators 
decided  Halley  and  the  ac- 
tuaries who  followed  him 
were  wrong.  The  legisla- 
tors decreed  that  in  Octo- 
ber, unisex  insurance  will 
be  Montana's  law,  despite 
latter-day  actuarial  data 
showing  that  women  out- 
live men  and  so  have  al- 
ways paid  less  for  their 
life  insurance,  and  are 
safer  drivers,  thus  saving 
on  their  auto  coverage 
(Forbes,  Follow-Through, 
Apr.  25,  1983). 

Two  years  ago  the  uni- 
sex insurance  forces  tried 
to  get  Congress  to  do  the 
same  thing  at  the  federal 
level.  Congress,  however, 
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e  refuel  jets  in  the  air 
hile  they're  sitting  on  the  ground. 


That's  Singer  technology. 


Everything  appears  real-the  tanker,  the  instruments, 
the  air  turbulence.  But  what  you're  experiencing  isn't 
real  at  all. 

It's  called  simulation-a  technology  in  which  our 
Link  Flight  Simulation  Division  has  been  the  leader  for 
more  than  50  years.  Today,  by  combining  computers, 
lasers,  and  other  electronic  systems,  Link  simulators 
are  training  pi  lots  of  sop  vmmercial  and 

military  aircraft,  helicopters,  even  she  Space  Shuttle. 
And  helping  them  fly  p'  vithoutriskto 

life,  wear  and  tear  on  ee  .  ■     '  ostly 

fuel.  Now.  Link  meed 


technology  for  the  next  generation  of  aircraft. 

Through  expanding  research  and  development  in 
simulation,  navigation/guidance,  command/ 
control/communications  and  intelligence,  electronic 
warfare,  and  specialized  computer  systems,  Singer  is 
writing  a  new  chapter  in  its  corporate  history.  To- 
gether with  our  unique  consumer  durables  capabilities 
throughout  the  world,  this  technological  base  posi- 
tions us  in  important  growth  markets  of  today  and 
tomorrow. 

The  Singer  Company,  8  Stamford  Forum,  Stamford 
CT  06904. 
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After  meeting,  after  golf,  after  sunset . . . 
this  Arizona  resort  still  sizzles! 

A  special  cookout  with  New  York  steaks  sizzling  over  gleaming  coals  of  mesquite  is  a 
favorite  activity  at  Arizona's  Country  Club  Resort.  It  is  renowned  for  combining  outstanding 
meeting  facilities  with  superlative  recreational  features  only  fifteen  miles  from  Phoenix. 

•  Accommodations  with  private  patios  for  400  •  20  meeting  "  'f  ' 
rooms  with  complete  audio  visual  facilities  •  3  championship  *m  42j 
golf  courses  (one  included  in  Golf  Digest's  Top  1 00)  SjJjT**'  „       \/ 

•  Complete  Tennis  Centre  with  8  lighted  courts  •  Western  -  -  .  \i"        \& 
activities  including  riding,  trap  &  skeet  shooting  •  Excellent  y'j  ,t*  • 
references  including  the  Mobil  Five  Star,  AAA  Five  Diamond,  ./,' 
Gold  Key,  and  McRand  Conference  Awards. 
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Litchfield.Park  (Phoenix),  AZ  85340 
Telephone:  (602)  935-381 1 
Clark  Corbett,  Vice  President 


Contact:  John  Jamison,  Dir.  of  Sales/Marj  Mahoney,  Sales  Mgr.  Represented  by  Tetley/Green 


WHO  HAS  THE  LOWEST 
DISCOUNT  RATES? 
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•  High  interest  on  Credit  Balances 

•  Each  Security  Account  protected  up  to  $10,000,000  00 

•  Securities  accounts  cleared  through  Securities 
Settlement  Corp  ,  one  of  the  Traveler's  Companies 

CALL  NATIONWIDE:  Qnn  coo  onnn 

NEW  YORK  OFFICE oUU-QlZ-oUUU 

Houston  office 800-231-6455 

IN  TEXAS  800-392-4409 

TRADEX  BROKERAGE  SER™CE,Tn" 

NEW  YORK  :  20  Vesey  Street,  New  York,  N  Y  10007 

HOUSTON :  730  N.  Post  Oak  Road.  Suite  311,  Houston,  TX  77024 

Please  rush  free  brochure  and  commission  schedule.  No  obligation 


FUTURES 

ONLY  $29 
PER  CONTRACT 

ROUNDTURN! 


F-500 


City 


State 


Zip 


[TRAPEX 

H^Hl  ^Hl  HIM  HHi  HHfl  MM1  MMI  Mm  IKBi  ■&  <^^m  ^^^m  ^^n.  __,  -._, , 

^^^*  ^^™  ^^m  ^^h  ■■■  m  mi  wsn  wan  wjf  ■>  ■■>"  ■—-.?.  , .        jmm  HI  ■■f  MH  MHB 


MEMBERS: 

NEW  YORK  STOCK 

EXCHANGE  •  SIPC 


Follow-Through 


was  not  convinced  that  women  would 
benefit.  Their  bills  for  auto  insurance 
alone  would  be  increased,  opponents 
pointed  out,  by  more  than  $850  mil- 
lion a  year.  So  the  venue  shifted  to  the 
states.  Five  now  have  unisex  auto  in- 
surance— Hawaii,  North  Carolina, 
Massachusetts,  Michigan  and,  now, 
Montana.  In  Pennsylvania,  the  state 
supreme  court  has  ordered  it,  but  leg- 
islators may  not  go  along.  The  26-to- 
24  vote  in  Montana  came  despite  ar- 
guments by  Mavis  Walters,  an  actu- 
ary and  senior  vice  president  of  the 
Insurance  Services  Office  in  Washing- 
ton, D.C.  She  forecast  that  the  auto 
insurance  bill  for  a  23-year-old  single 
woman  in  Montana  will  go  up  by  $58 
to  $367  a  year;  a  23 -year-old  married 
woman  will  spend  $122  to  $501  more 


Bettmann  Archive 
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Edmund  Halley 

How  do  politicians  count? 

and  a  23-year-old  married  man  from 
$61  to  $340  more.  Only  rates  for  sin- 
gle males  will  drop,  she  says.  Starting 
in  October,  insurers  will  have  no 
choice  but  to  begin  charging  new  rates 
in  Montana. 

Montana  is  the  only  state  to  apply 
unisex  to  life  insurance,  but  others 
could  follow,  says  John  Booth,  head  of 
the  actuarial  department  at  the  Amer- 
ican Council  of  Life  Insurance.  Mas- 
sachusetts, for  example,  with  unisex 
already  in  force  for  auto  coverage, 
held  hearings  last  month  on  extend- 
ing it  to  life  insurance.  The  battle  now 
will  center  on  state  legislatures  and 
will  no  doubt  continue  to  concentrate 
on  the  cold  facts  of  the  actuarial  ta- 
bles. Booth  notes  that  the  Census  Bu- 
reau's new  1980  life  tables  show  that 
if  you  start  with  1,000  men  and  1,000 
women  at  age  25,  by  age  45,  the  tables 
show  976  surviving  women  and  951 
men;  by  65,  it  is  852  women  and  732 
men;  and  by  85,  381  women  and  185 
men.  But  politicians  don't  have  to 
count  like  actuaries. 


FORBES,  APRIL  29,  1985 


"Our  passengers  always  said 

our  service  was  so 
good  it  should  win  an  award!' 


"Guess  what?" 


1984 
^  Service /WW 


Transport  Won* 


KLM  just  won  "The  Passenger  Service  Award  for  1984"  To  be  singled  out  for  such  an  award 
among  all  the  airlines  in  the  world  is  indeed  an  honor.  See  for        r^r,      p    1  •   IJ     A  *  1  *  %£  I 

yourself  why  our  service  makes  flying  KLM  so  special.  1  He  KeliaDie  /Unine.  I 
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. .  J!"™  IS  A  JOURNEY,  THEN 
LIFE  S  GREATEST  TRAGEDY  IS  NOT 
HAVING  ENJOYED  THE  TRIP. 


You  are  looking  at  3500  lbs.  of  "life 
goal  fulfillment." 

A  car  without  which  "you  won't  know 
where  to  go  when  the  time  comes  that  you 
can  afford  the  very  best." 

Owners  of  the  BMW  coupe  will  have 
little  difficulty  recognizing  their  car  in  these 
characterizations  of  the  633CSi  by  Auto- 
Week  magazine. 

©1984  BMW  of  Norths ...  BMWtra 


As  for  those  who  can  "afford  the  very 
best"  but  drive  something  else,  that  sug- 
gests a  fondness  for  self-denial.  And  that  is 
one  area  where  the  new  BMW  635CSi  will 
be  of  no  use  at  all. 

HOW  TO  MAKE 

DESTINATIONS  ANTICLIMACTIC. 

The  635CSi  is  a  luxury  sports  coupe 
that  so  far  exceeds  the  requirements  of  ba- 


sic transportation  as  to  become  its  own  de$ 
tmation,  instead  of  simply  a  means  to  one. 
Under  its  hood  is  a  new  3.5-liter  fuel- 
injected  engine  governed  by  a  further 
refinement  of  BMW's  Digital  Motor  Elec- 
tronics—a  system  of  sensors  and  micro- 
processors given  the  task  of  banishing 
imprecision  from  the  engine.  DME  audits 
the  engine  hundreds  of  times  a  second, 


ivery.  •    be  arranged  through  your  authorized  U  S  BMW  dealer 


constantly  adjusting  fuel  delivery  and  igni- 
tion timing  for  peak  performance. 

This  in  combination  with  a  new  rear 
axle  ratio  further  boosts  torque  and  acceler- 
ation. Result:  the  635CSi  will  now  do  0  to  60 
mph  in  7.8  seconds,  a  figure  that  would  be 
impressive  for  cars  sold  on  quickness  alone. 

But  the  635CSi  also  excels  at  deceler- 
ation. A  new  anti-lock  braking  system  ap- 
plies brake  pressure  intermittently,  in  rapid, 
pulsating  movements.  This  prevents  lock- 
ing and  permits  the  car  to  be  maneuvered 
even  during  emergency  stops. 

And  control  is  very  much  the  essence 
of  this  car. 

Its  fully-independent  suspension  sys- 
tem effortlessly  subdues  roads  that  many 
cars  merely  wrestle  to  a  standoff. 

Its  graduated,  power-assist  steering 
system  is  uncannily  precise  and  responsive, 


never  blunting  the  driver's  feel  of  the  road. 

In  simpler  terms,  the  car  does  every- 
thing it's  instructed  to  do,  and  nothing  that 
it  isn't. 
A  CAR  INTOLERANT  OF  DISCOMFORT 

A  car  of  such  technical  and  mechani- 
cal virtuosity  might  be  forgiven  an  occa- 
sional lapse  in  luxury.  The  635CSi  asks  and 
needs  no  such  forgiveness. 

Its  leather  seats  are  orthopedically  de- 
signed, electrically  operated  and  infinitely 
adjustable.  It  literally  takes  a  conscious  ef- 
fort to  be  uncomfortable. 

Push  the  directional  signal  and  an  on- 
board computer  is  activated,  presenting 
you  with  such  information  as  the  outside 
temperature  and  the  available  driving  range 
on  remaining  fuel. 

Other  controls  report  your  actual  mpg 
figures  as  you  drive,  and  alert  you  when 


routine  service  is  recommended.  And  the 
AM/FM  stereo  (with  cassette)  would  sat- 
isfy the  performance  requirements  of  many 
living  room  sound  systems. 

All  this  is  enclosed  in  a  body  whose  de- 
sign is  pure  functional  elegance.  (Not  sur- 
prisingly, museums  on  two  continents  have 
chosen  BMW  coupes  for  display.) 

At  something  between  three  and  four 
times  the  cost  of  the  average  car,  the  price 
is  predictably  steep.  But  no  decision  to  buy 
one  will  be  made  on  that  basis  alone. 

The  635CSi  is  for  those  who  believe 
that  no  quantity  of  average  cars  add  up  to 
one  "ultimate  driving  experience" 
(AutoWeek). 

A  test  drive  will  vindicate 
that  belief.  And  your  BMW  deal- 
er will  be  happy  to  arrange  one. 

THE  ULTIMATE  DRIVING  MACHINE. 


ADVERTISEMENT 


FOOT  NOTES 


TWO  WRIGHT  FEET 

SIR:  While  visiting  my  son  in  New  York 
recently,  I  noticed  that  he  was  wearing  the 
same  shoes  I  have  on  right  now  — yours.  I 
know  for  a  fact  that  he  only  cares  about 
looks,  and  I  care  more  about  comfort  and 
quality.  It's  no  coincidence  that  we  both 
stand  by  E.T.  Wright. 
—Dr.  William  Witt 
Shaker Hts.,  OH 


EYE-FOOT 
COORDINATION 

Sir:  Reference  my  new  Wright  Shoes,  I 
bought  a  pair  for  looks  alone  and  got  a  big 
surprise.  I  never  expected  them  to  be  so 
comfortable !  They  turned  out  to  be  the  finest 
hand-sewn  shoes  I've  ever  owned.  I  was 
especially  pleased  to  see  that  they're  Ameri- 
can made.  The  eyes  have  it,  and  the  feet  are 
happy  to  go  along. 
—Michael  Kaplan 
Portola  Valley,  CA 

For  a  free  color  catalogue  and  store  loca- 
tions, write:  E.T.  Wright 
&Co.,  Rockland, 
MA  02370.  Or 
call  toll-free: 
800-343-1080. 
Style  100  top; 
style  M46 
bottom. 


We've  been  Wrieht  for  more  than  100  years. 


Readers  Say 


Helping  freedom  fighters 

Sir:  Re  "Doesn't  Our  Afghan  Aid  In- 
clude Chopper  Downers?"  (Fact  and 
Comment,  Feb.  25).  We  have  in  our 
arsenal  at  least  two  old  models  of 
anti-aircraft  missiles  that  are  inex- 
pensive and  readily  available.  Also  we 
have  several  old  models  of  antitank 
weapons  that  are  light,  easily  used 
and  already  relegated  to  the  military 
reserves.  Helicopters  are  particularly 
vulnerable,  at  the  low  heights  at 
which  they  must  operate,  to  small 
anti-aircraft  missiles. 
— Terrence  Randall  Hohnhorst 
Deerfield,  Ohio 

Sir:  The  U.S.  does  not  give  anti-air- 
craft/helicopter weapons  to  the  Af- 
ghans because  the  Pakistanis  don't 
want  us  to.  They  are  afraid  of  upset- 
ting/provoking the  Russians,  who  al- 
ready protest  the  Pakistanis'  allowing 
Afghan  refugees  to  pass  through  their 
border. 

— Michael  P.  Hansen 
Seattle,  Wash. 


Still  a  loser 

Sir:  When  I  was  with  the  Tri-State 
Regional  Planning  Commission,  my 
studies  indicated  that  Westway 
("Would  You  Believe  A  Billion-Dol- 
lar-A-Mile  Highway,"  Fact  and  Com- 
ment, Mar.  25)  was  a  big  loser.  There 
were  several  other  options  to 
Westway.  I  believe  the  time  is  ripe  to 
dust  these  plans  off. 
— George  Haikalis 
New  York,  NY. 


Right  stuff 

Sir:  I  enjoyed  your  review  (Fact  and 
Comment  II,  Apr.  8)  of  Ed  Luttwak's 
new  book,  The  Pentagon  and  the  Art  of 
War,  so  much  I  inserted  it  in  the  Con- 
gressional Record.  I  want  to  echo  your 
sentiments  that  it  is  "the  right  book 
at  the  right  time." 
—Jim  Courter  (R-N.J.) 
House  of  Representatives 
Washington,  DC. 


Roots 

Sir:  Not  to  dispute  the  story  in  "The 
Flatiron"  (Other  Comments,  Feb.  25), 
but  I  seem  to  recall  a  line  from  an  old 
movie,  a  musical,  from  a  New  Year's 
Eve  party  of  the  Roaring  Twenties: 


"Nineteen-twenty-four  hello,    twen- 
ty-three skidoo!" 
— Marshall  Hacker 
Cincinnati,  Ohio 

Sir:   Twenty-three   skidoo   &  didn't 
pay  off,  too! 
— George  H.  Garrison  Jr. 
Williamsburg,  Va. 


Flatiron 

Building  Corporation 


1  OCT.  1937 
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Flatiron 

Building  Corporation 
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Coupons  front  defaulted  bond 


Sir:  At  Yale  in  the  1930s  the  construc- 
tion engineering  course  included  a 
tale  about  the  Flatiron's  contribution 
to  the  design  of  multistory  plumbing. 
It  was  one  of  the  first  buildings  of  20 
stories,  and  there  came  a  morning  in 
1903  when  all  the  toilets  were  in  use 
and  flushed  at  one  moment.  The  oc- 
cupants were  held  to  their  seats  by  the 
vacuum — until  someone  on  the  top 
floor  opened  his  mouth.  Architects 
thus  learned  that  sewer  stacks  must 
be  open  at  the  top. 
—Wendell  S.  Clough 
London,  England 


Initiative  pays  off 

Sir:  Re  "I'm  Just  Getting  This  Off  My 
Chest  To  A  Stranger"  (Fact  and  Com- 
ment, Apr.  8).  Bravo.  Initiative,  a  sense 
of  humor  and  a  painful  honesty  gar- 
ners the  young  lady  a  well-deserved 
opportunity. 
— Tim  Peterson 
Minneapolis,  Minn. 

Sir:  Reading  the  young  woman's  first 
paragraph  of  her  covering  letter  to  her 
resume,  it  isn't  hard  to  imagine  the 
typical  response;   denial  because  of 
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RYDERNQMICS: 

We'll  show  you  new  economies  in 
operating  a  transportation  system, 


No  matter  what  curve 
the  economy  throws  you, 
Ryder  can  help  you  run  your 
transportation  system  more 
efficiently.  By  using  Ryder- 
nomics.  It's  Ryder's  method 
of  finding  the  right  balance 
of  services  based  on  your 
company's  transportation 
needs  and  the  changing 
economic  conditions. 
Rydernomics  starts  with  a 
RyderTransportation  Consultant. 

Ryder  Consultants  use  a 
sophisticated  method  to  help 
evaluate  your  system.  They 
listen  to  you.  And  collect  the 


facts.  Then  they  can  create  a 
computerized  analysis  of  your 
system's  strengths  and  weak- 
nesses. All  before  making  a 
recommendation. 

Using  Rydernomics,  your 
Ryder  Consultant  will  be  able 
to  show  you  whether  you 
should  own,  rent  or  lease  your 
trucks.  Or  any  combination 
that  makes  sense.  And  unlike 
most  salesmen  who  have  the 
same  solution  to  solve  every 
problem.  Or  consultants  who 
pitch  their  service  and  then 
hit  the  road.  Ryder  will  help 
you  implement,  monitor  and 
adjust  your  transportation 
system  as  your  business  or 
the  economy  changes.  And 
that's  just  the  beginning. 

Rydernomics  has  worked  for 
thousands  of  companies. 

We've  applied  the  theory 
of  Rydernomics  to  thousands 
of  companies,  large  and  small. 
And  have  provided  them  with 
every  combination  of  service 
possible.  Including  Substitute 


Vehicles— which  will  let  you 
replace  broken-down  trucks 
instantly.  Or  add  trucks  dur- 
ing peak  seasons.  Full  Service 
Leasing— It  provides  you  with 
your  own  trucks  without  the 
headaches  of  owning  them. 
And  without  affecting  your 
capital.  Single  Source  Leas- 
ing—You can  lease  both  your 
trucks  and  your  drivers  from 
Ryder.  And  you'll  be  positive 
your  drivers  are  equipped  to 
handle  all  of  your  equipment. 
Ryder  even  has  Dedicated 
Contract  Carriage— We'll  set 
up  the  most  efficient,  cost- 
effective  transportation  sys- 
tem for  your  business.  You 
won't  ever  worry  again  about 


trucks,  drivers,  scheduling 
or  logistics  of  any  kind. 

Call  Ryder  or  send  in 
the  coupon  below  to  learn 
more  about  Rydernomics. 
It's  one  of  our  new  ideas 
that  will  get  your  business 
moving. 


Solutions  that 
move  business. 

For  more  information  call 

1-800-446-5511 


Don  Estes,  President 

Ryder  Truck  Rental,  Inc.,  A  Division  of  Ryder  System 

RO.  Box  020816,  Miami,  Florida  33102-0816 

Ryder,  tell  me  more  about  new  economies  in  operating  my 

transportation  system. 
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After  200  years, 

we're  still  coming  up  with 

ideas  that  click. 


Click. 

Now ,    ,, 
you  dont. 


The  new  Retractor. 
Now  you  see  it. 


w, 


Ikinson  Sword  hos  a  his- 
tory of  innovative  technology 
that  goes  back  to  1 772, 
when  the  company  was 
busy  designing  and  improv- 
ing military  and  sporting  arms. 


In  1961,  Wilkinson  Sword 
revolutionized  shaving 
with  the  introduction 
of  the  first  stainless 
steel  blade. 


Today 
Wilkinson  Sword 
is  part  of  Allegheny 
International,  and  while 
we  still  make  the  finest  cere- 
monial swords,  we're  best 
known  around  the  globe  for 
ourshaving  products.  Our 
technological  breakthroughs 
in  razorand  blade  design 
have  meant  better  shaves 
and  greatershaving  comfort 
for  millions  worldwide  and 


have  given  broader  meaning 
to  "the  name  on  the  worlds 
finest  blades." 

Today  Wilkinson  Sword 
razors  and  blades  are  sold  in 
over  125  countries,  and  re- 
cently we  announced 
the  award  of  a  major 
contractto  supply 
machinery  to 
produce  double- 
edged  stainless 
steel  blades  in 
Shanghai  for  the  vast 
Chinese  market. 
The  new  Retractor  razor 
is  the  latest  example  of  inno- 
vative product  improvement. 
With  its  unique  benefit, 

In  1974,  Wilkinson 
Sword  was  the  first 
to  increase  blade 
life  and  shav- 
ing comfort  by 
triple-coating 
blades  with 
chromium, 
ceramic  and 
PTFE(polytetra- 
fluoroethylene). 

Retractor  is  already  a  market- 
ing success  in  Europe.  It  is  now 
being  introduced  in  Australia 
and  will  be  available  in  the 
U.S.  later  this  year. 

Like  Wilkinson  Sword, 
other  Allegheny  International 


ALLEGHENY 
INTERNATIONAL 

Technology  to  meet  a  world  of  needs. 

companies  such  as  Sunbeam 
are  finding  ways  to  apply 
advanced  technology  to  im- 
prove basic  commodity 
products.  Translating  high- 
tech  into  home-tech  has 
already  resulted  in  break- 
through products,  from  food 
processors  to  electronic  irons 

In  1970,  Wilkinson  Sword  introduced 
the  Bonded  Shaving  System, 
which  pioneered  the  princi- 
ple of  fixed  blades.  It 
made  possible  twin 
blade  and  swivel- 
ing  twin  blade 
cartridges. 


and  automatic  blan- 
kets. And  more  are  on 
the  way,  for  Allegheny 
International  is  the 
worlds  biggest  small 
appliance  company, 
with  the  technology 
to  meet  a  world  of  needs. 
For  more  information, 
write  us  at  Box  456  J, 
Two  Oliver  Plaza, 
Pittsburgh,  PA  15230. 


OPPOSITE: 

The  new  Wilkinson  Sword 
Retractor  is  the  only  disposable 
razor  with  a  blade  that 
retracts  between  shaves.  A 
simple  flick  of  the  thumb  pro- 
tects the  edge  of  "the  world's 
finest  blade." 


"'  Wilkinson  Sword,  Si  i 
"'Retractor,  Bon  .- 
1985  Allegheny  Internal 


Of  the  worlds 

truly  great  hotels, 

195  are  members  of 

The  Leading 
Hotels  of  the  World 


The  1985  Directory 
The  indispensable 
hotel  guide  for 
the  discriminating 
traveler. 


The  standards  for  the 
worlds  deluxe  hotels  are 
high.  The  standards  for  The 
Leading  Hotels  of  the  World 
are  even  higher. 

You'll  notice  the  differ- 
ence the  moment  you  enter. 
The  smiles,  the  prompt  per- 
sonal attention,  the  unhur- 
ried efficiency  tell  you  the 
staff  knows,  and  likes,  what 
it  is  doing.  The  tasteful 
appointments,  the  finest 
food,  the  unobtrusive  service  confirm  the  enjoyable  fact  that  this 
is  indeed  another  breed  of  hotel— a  thoroughbred. 

The  Leading  Hotels  of  the  World— 195  truly  deluxe  hotels, 
recognized  the  world  over  as  the  places  to  stay.  If  you  seek  these 
standards,  we  invite  you  to  send  for  our  1985  Directory. 

For  instant  reservations  please  call: 
(800)223-6800  toll  free  from  USA,  Puerto  Rico  &  US  Virgin  Islands. 
(800)  341-8585  toll  free  from  Canada. 
(212)  838-3110  collect  from  NY  State,  Alaska  &  Hawaii. 


|"  "Th^FJeadin^Hotels  ofth&World 


"I 


ESTABLISHED  1928 


747  Third  Avenue,  New  York,  N.Y.  10017-2847 

1  enclose  $2  for  a  copy  of  your  1985  Executive  Directory,  a  128-page  hotel 

guide  for  the  demanding  traveler 

Available  in  (check  one):  □  English  U  German  D  Japanese. 


ADDRESS 


CITY 


MY  TRAVEL  AGENT  IS 
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cost  of  training.  Nor  was  it  difficult  to 
predict  your  response,  without  read- 
ing the  tag  at  the  end  of  the  piece. 

If  we  can  all  remember  the  tradi- 
tional Chinese  axiom,  that  the  long- 
est journey  begins  with  the  first  step, 
we  can  begin  to  solve  some  of  our 
problems,  instead  of  waiting  around 
for  the  "big  solution"  to  materialize 
out  of  thin  air. 
—William  H.  Raub  III 
Allentown,  Pa. 

Sir:  I  was  both  moved  and  pleased. 
— Nathaniel  B.  Fay 
Denver,  Colo. 

Sir:  What  a  breath  of  fresh  air.  It  is 
wonderful  to  read  that  a  person  with 
limited  opportunities  has  the  intesti- 
nal fortitude  to  go  to  a  large  institu- 
tion and  offer  her  best  asset,  herself. 
— Daniel  C.  Venegas 
Neuport  Beach,  Calif. 


Credit  sharing 

Sir:  I  am  gratified  to  have  had  a  role  in 
the  successful  strategy  employed  by 
our  coatings  and  resins  group,  de- 
scribed in  the  March  1 1  article  about 
PPG  Industries.  Two  remarkable  indi- 
viduals who  should  share  special  rec- 
ognition: Dr.  Elmer  C.  Larsen,  who 
headed  C&R  during  the  most  critical 
stage  of  its  development  prior  to  his 
retirement  in  1977,  was  largely  re- 
sponsible for  our  success  in  market- 
ing PPG's  coatings  technology.  The 
late  Dr.  Howard  L.  Gerhart,  whom  I 
succeeded  as. vice  president  of  C&.R 
research  and  development  upon  his 
retirement  in  1974,  initiated  the  re- 
search policies  that  led  to  PPG's  posi- 
tion of  eminence  in  the  coatings  and 
resins  field. 
— Marco  Wismer 
Vice  President-Science 

and  Technology, 
PPG  Industries,  Inc. 
Pittsburgh,  Pa.    » 


Spacey  idea 

Sir:  In  conjunction  with  your  deficit- 
reducing  idea  of  raising  the  gas  tax 
and  exacting  a  tax  on  oil  imports  (Fact 
and  Comment,  Mar.  11),  I  offer  mine — a 
space  shuttle  lottery.  Each  time  the 
space  shuttle  goes  up  have  a  lottery, 
winner  aboard.  A  national  lottery, 
with  tickets  costing  $100  each,  would 
have  a  significant  effect  on  the  deficit, 
especially  when  the  shuttle  flies  ap- 
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BALLY 


OF  SWITZERLAND 


The  Ranger  Series.  Uniquely  designed,  remarkably  comfortable. 


The  difference  between  dressed,  and  well  dressed. 

Shoes  Briefcases  Small  Leather  Goods  Belts 

Bally  of  Switzerland  Shops;      Belk's,  Greenville,  S.C.;     Bullock  &  Jones,  San  Francisco; 
K.  Barchetti  Shops,  Pittsburgh;  Reasons  for  Men,  Sarasota-Surfside,  Fla! 

For  free  brochure  write:  Arnold,  One  Bally  Place,  New  Rochelle,  New  York,  10801. 
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In  the  last  recession,  some  pundits  thought 
Detroit  was  finished,  permanently  out  of  gas. 
Not  us. 

Even  when  things  looked  bleakest,  we  knew 
the  auto  industry  would  come  back  strong. 

Which  is  why  we  continued  to  make  sub- 
stantial investments  in  new  ITT  automotive 
products. 

Everything  from  the  extraordinary  anti-lock 
braking  system  we  recently  introduced,  to  an 
electronic  device  that  remembers  drivers'  favorite 
seat  positions. 

You  know  what  happened. 
The  automobile  business  has  shifted  back  into 
high  gear — and  sales  of  ITT  auto  components  are 
setting  new  records. 

It's  an  interesting  fact:  today  there's  an  average 
of  $100  worth  of  ITT  equipment  on  every  car 
produced  in  the  western  world. 

We  think  businesses  like  automotive  products 
will  be  the  key  to  ITT's  future. 

And  more  and  more  we've  been  concentrat- 
ing on  them:  growing  industries  and  services, 
frequently  involving  high  technology. 

This  amounts  to  a  major  change  in  corpo- 
rate strategy  for  us. 

But  it's  where  we  see  our  opportunities 
rapidly  accelerating. 

Want  more  news  about  ITT  Corpora- 
tion? Phone  toll  free  1-800-DIAL-ITT  for 
a  continuously  updated  message. 

ITT 

It's  a  different  world  today. 


1 1985  ITT  Corporation,  320  Park  Avenue,  New  York,  NY  10022 
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American  isc-vittedt? 


Life,Liberty 


&thePursuitofTrivia. 


Tnvial  Pursuit0  is  a  registered  trademark  of  Horn  Abbot,  Ltd  (Canada) 
for  the  game  distributed  and  sold  m  the  U  S  under  exclusive  license 
to  Selchow  &  Righter  Co  .  Bay  Shore.  NY 


Readers  Say 


proximately   three   or  four  times   a 

year.  Make  the  price  of  the  tickets  tax 

deductible. 

— Gregg  M.  Williamson 

Los  Angeles,  Calif. 

Sir:    Why    should   rich    Uncle    Sam 
charge  10  cents  when  every  European 
country  is  charging  its  citizens  about 
$1.50  per  gallon? 
— Wendell  O.  Edwards 
Longboat  Key,  Fla. 


A  rose  . . . 

Sir:  Re  your  article  "Attention,  drug- 
gists!" (The  Up  and  Comers,  Feb.  25).  I 
and  most  colleagues  would  prefer  to 
be    called    pharmacists    rather    than 
druggists. 
— Stephen  H.  Powell 
Pharmacist, 
Brookline,  Mass. 


Plastic  versus  paper 

Sir:  You  bet  our  plastic  grocery  sacks 
cost  less  than  paper  bags  ("Those 
*!%!*!#*  Plastic  Bags,"  Fact  and  Com- 
ment II,  Mar.  11).  But  their  remarkable 
success  here  and  overseas  is  consum- 
er driven.  Plastic  sacks  have  handles, 
their  bottoms  stay  put  when  wet, 
they're  reusable  where  paper  isn't  (for 
wet  garbage,  diapers,  bathing  suits). 
— Ron  Schmieder 
Manager, 

Marketote  Plastic  Grocer}'  Sacks 
Mobil  Chemical  Co. 
Pittsford,  N.Y. 

Sir:  Plastic  grocery  bags  are  the  great- 
est grocery  invention  since,  well, 
sliced  bread.  The  built-in  handles 
make  for  easier  carrying  and  fewer 
trips  in  from  the  car,  since  you  can 
carry  two  or  even  three  in  each  hand. 
Try  carrying  four  paper  grocery  bags  at 
one  time. 
— Diane  B.  Rooney 
Hoboken,  N.J. 

Sir:  Saves  the  cost  of  buying  plastic 
garbage  bags. 
— Thomas  J.  Hood 
Toronto,  Canada 

Sir:  The  local  supermarket  loaded  my 
$30  worth  of  groceries  into  two  plas- 
tic bags.  Two  blocks  later,  both  bags 
had  broken. 
— Melissa  R.  Ray 
New  York,  N.Y. 
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For  the  name  of  the  authorized  Ferrari  dealer  nearest  you, 
call  toll-free:  1-800-447-4700. 


"It's  true. 

Chicago  and  New  York  do  have 
something 


in  common. 
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The  Mayfair  Regent  of 
Chicago  has  an  equal. 
The  Mayfair  Regent  of 
New  York. 
Both  bring  back  the 
elegance  and  poise  of  a 
bygone  era,  subtly 
enhanced  by  the 
conveniences  of  today. 
Both  cater  to  the  traveller 
in  search  of  perfection. 


ALBUQUF.RQUF    AUCKLAND  CHICAGO   FIJI    HONG  KONG    KUALA  LUMPUR    LONDON    MLLBOUKNF    NFW  YORK    SYDNIY    WASHINGTON  D.C 

U.S.A.  TOLL  FREE  800-545-4000;  CHICAGO  312-787-8500;  NEW  YORK  212-288-0800 
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Burroughs 
our  second 
plan. 


A  hundred  years  ago,  with  the 
introduction  of  the  first  adding 
machine,  a  company  was  founded 
with  one  single  objective:  to  make 
business  more  cost-efficient. 

A  century  later,  celebrating  our 
centennial  year,  Burroughs  Corpora- 
tion has  become  a  worldwide  leader 
in  information  processing  systems 
geared  to  helping  businesses 
improve  the  bottom  line. 

Today  in  an  age  when  produc- 


tivity is  threatened  by  informatior 
overload,  the  need  for  cost-efficien 
information  management  is  greatc 
than  ever. 

Which  is  why  Burroughs  is 
rededicating  our  efforts  to  making; 
our  products,  services  and  support 
systems  more  cost-efficient  and  pn 
ductive  than  ever  before.  This  com 
mitment  to  the  future  is  symboliz: 
by  our  new  corporate  logo. 

We've  focused  our  resources  c 
specific  lines  of  business — 
emphasizing  finance,  manufacturi 
ana  distribution,  health  care,  govei 
ment  and  education  among  others 
And  we've  developed  complete 
systems  to  meet  their  special  infor 
mation  processing  problems. 

In  the  area  or  new  products, 


1985  Burroughs  Corporation 
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announces 

hundred  year 


e've  designed  a  family  of  main- 
ames  that  costs  less  to  run,  needs 
wer  support  people,  and  allows 
sers  to  increase  processing 
Dwer  up  to  70  times  without 
prograrnniing. 

Plus,  we've  developed  software 
lat  brings  the  programming  and 
Derational  ease  of  personal  comput- 
ig  to  mainframes.  And  equally 
•markable  software  that  increases 
rogrammer  productivity  up  to  an 
stonishingl000%. 

Of  course,  Burroughs  has  the 
fhce  and  data  processing  products 
ad  supplies  to  go  with  our  systems. 

And  we  offer  a  lot  more. 

Like  our  System  Development 
Corporation — an  acknowledged 
;aaer  in  secure  networks  ana  sys- 


tems integration.  And  our  Memorex 
unit — offering  highly  advanced  stor- 
age devices  for  Burroughs  and  other 
systems  complemented  by  a  wide 
range  of  peripherals. 

Finally  to  help  our  people  put 
our  plan  into  practice,  we've 
recently  spent  $67  million  on  per- 
sonnel training  and  more  than  $100 
million  on  service  and  support 
facilities. 

In  an  industry  where  many 
companies  don't  last  a  decade, 
Burroughs  is  proud  to  be  launching 
our  second  century 

The  experience  and  insights 
we've  gained  are  helping  us  develop 
new  solutions  that  will  benefit  our 
customers  and  their  profitability 
for  the  next  hundred  years. 


Burroughs 
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AIR  AND  2ND  DAY  AIR: 

Two  dependable  airservicesJhat  help  American  business 
meet  the  challenge  of  time  and  money. 

When  time  and  money  are  critical,       \jMi™M«£«nM^ — _■ 
UPS  Next  Day  Air  offers  morning  delivery 
where  you  need  it  plus  savings  of  up  to 
50%  compared  to  other  overnight  air       J£j 
delivery  companies. 

Forshipments  that  don't  have  overnh 
urgency,  UPS  2nd  Day  Air  is  the  only  air 
service  that  delivers  door-to-door  to  every 
address  coasito  coast  in  two  business  |     * 

days.  You  save  up  to  70%  compared  to 
other  overnight  air  delivery f&om panies  and 
your  package  remains  in  the  trusted  hands 
of  UPS  all  the  way 

Both  services  are  backed  by  the.  7.7-year 
UPS  history  of  unmatched  dependability. 

That's  why  fdr speec 
peace  of  mind  when  yoi. 
means  getting 'it 'the  ^      Wjj* 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


DUMP  THIS  DUMB  NOTION 


The  effort  to  have  annual  reports  contain  forecasts  is 
not  just  silly.  If  required,  it  is  more  likely  to  harm 
stockholders'  interests. 

The  idea,  once  put  forward  at  the  SEC,  has  since  been 
enthusiastically  backed  by  some  accountants  looking  to 
their  firms'  bottom  lines. 

An  annual  report  is  history.  It's  a  detailed  readout  of  the 
figures  of  a  company's  just-past  performance.  The  SEC 
might  do  better  at  making  certain  these  figures  are  accu- 
rate— and  that  the  footnotes  are  illuminating  rather  than 
obfuscating. 

But  to  forecast  a  corporation's  outlook? 

If  management's  forecasts  are  either  too  optimistic  or 


too  conservative,  critics  will  contend  those  running  the 
company  don't  know  much  about  their  business.  Manage- 
ments would  be  tempted  to  curb  higher-than-projected 
earnings  by  allowable  maneuvers  or  to  hold  down  sensible 
expenses  so  as  to  come  close  to  their  previously  printed 
projections  (see  Forbes,  Sept.  24,  1984,  p.  161). 

Annual  reports  have  no  business  making  earnings  fore- 
casts. The  CEO's  letter  can  deal  in  generous  generalities  if 
he  wants  to  accompany  his  hyped-up  photograph  with 
further  rosiness.  But  that's  something  entirely  different. 

The  SEC  has  all  it  can  do  to  be  doing  what  it's  supposed 
to  be  doing  without  getting  into  things  that  would  run 
counter  to  its  reason  for  being. 


WHAT  DID  YOU  SPEND  ON  R&D  TODAY? 

That's  the  question  corporate  directors  should  be  asking  CEOs, 

and  that  CEOs  should  frequently  be  asking  their  executives. 

That  is,  if  they  want  profitable  tomorrows. 

THOSE  WHO  THINK  EVERYTHING  WILL  BE  OFF  THE  WALL 


or  off  the  screen,  as  this  age  of  communication  miracles 
gets  rolling,  are  off  the  wall.  Housewives  shopping  from 
produce  pics  and  prices  projected  on  the  kitchen  wall? 
Getting  the  news  ditto?  Offices  totally  computerized  so 
they'll  be  virtually  paperless? 

What  mammoth  misconclusions. 

Computers  and  screens,  instant  communication— all 


this  high-tech  stuff — has  sent  paper  consumption  soaring. 
Now  everybody  gets  a  printout,  everybody  gets  copies. 
Instead  of  paperless,  we're  getting  buried  in  paper. 

As  General  Bindings'  key  shareholder,  William  Lane  III, 
observed  in  Forbes  (Mar.  11),  "We  think  the  paperless 
office  is  about  as  imminent  a  hazard  as  the  paperless  toilet. " 

Flush  off-the-wall  speculation  down  the  drain. 


'STUDENT  APATHY"???  THEY'VE  NEVER  BEEN  MORE  TURNED  ON 


On  a  CBS  Face  the  Nation  broadcast  not  long  ago,  one 
of  the  panelists  deplored  "student  apathy,"  which  she 
felt  was  prevalent  all  over  the  country.  With  four  of  us 
touching  on  many  matters  under  the  engaging  baton  of 
attractively  bright  Lesley  Stahl,  there  wasn't  time  to  get 
into  that  comment. 


But  had  there  been,  I  would  have  taken  strong  issue. 

Among  intellectuals,  pundits  and  commentators, 
there's  near-unanimous  handwringing  these  days  about 
"student  apathy."  I  guess  they  must  mean  they  miss  the 
swarming  student  marches,  destruction  of  university 
presidents'  offices,  riotous  rallies  at  Lincoln  monuments 
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that  sundered  the  country  during  the  Vietnam  War.  To 
term  today's  students  apathetic  is  totally  to  misread  the 
scene.  Absolute  baloney. 

Today's  students  are  all  out  doing  what  by  definition 
students  do — usually.  Studying.  Learning.  Opening  their 
eyes  and  ears  to  the  teachers  whose  job  it  is  to  open  their 
students'  minds. 

Most  are  as  serious,  or  more  so,  as  students  have  ever 
been.  Debating,  discussing,  reading,  listening  to  what 
can,  might,  should  be  done  about  nuclear  power  as  bomb 
or  energy  source;  about  the  degree  and  dangers  to 
freedom  here,  in  Europe,  behind  the  Iron  Curtain.  About 
the  unleashed  genie  of  genetic  engineering.  What's  to 
deplore  about  eagerness  to  enjoy  sounds  of  high  fidelity? 


Or  wanting  things  from  microwave  ovens  to  vans,  pizzas 
to  discotheque-ing? 

Students  want  a  piece  of  the  pie  they  see  not  only  out 
there  but  all  about  them.  They  want  as  much  as  ever  to 
right  wrongs  and  the  right  to  enjoy  and  share  in  what's 
right  in  the  world.  They're  turned  on  by  the  excitement  of 
learning,  less  turned  on  by  the  excitement  of  merely 
turning  out  in  swarms.  In  this  high-tech  computer  space 
age,  they're  excited  about  the  widest  horizons  that  have 
ever  been  open  to  mankind. 

Most  students  are  studying,  rather  than  rioting.  They 
want  to  know  how  to  fix  or  change  what  they  protest.  To 
interpret  this  quietly  serious  excitement  as  apathy  is  to 
miss  entirely  what's  happening  among  students  today. 


NEW  JERSEY  BELL  RINGS  THE  GONG 

The  farm  scene  has  such  an  evocative  hold  on  the        New  Jersey  Bell  bought  a  1 77-acre  farm,  put  its  comput- 
country's  citizenry  that  Congress  spends  billions  to  subsi-     er  operations  on  70  acres  and  told  the  farmer  to  keep  on 


dize  even  the  most  eco- 
nomically hopeless  farms 
and  their  ruggedly  clean- 
imaged  farm  families.  But 
with  so  many  feeling  that 
the  nation's  in  danger  of 
drowning  in  the  deficit  tidal 
wave,  agriculture  subsidies 
may  soon  subside. 
But  a  couple  of  life  rings 


doing  his  agrarian  thing  on 
the  rest  of  the  land. 

Presto! 

Those  working  at  the 
center  draw  inspiration 
from  a  bucolic  scene  of 
planting  and  plowing.  The 
farm  acreage  is  taxed  at  the 
lower  rate  and  everybody 
has  the  best  of  both  worlds. 


Out  the  window,  bucolic 

have  been  tossed  by  an  imaginative  handful  of  corpora-     Exxon  has  done  the  same  thing  with  a  $95  million  engi- 
tions  now  locating  operations  that  can  be  done  in  the     neering  center  on  a  farm  in  a  nearby  township, 
sticks,  away  from  the  multitudinous  problems  of  costly        A  simple  concept?  Sure.  But  an  inspiring  one.  We're  all 
megalopolises.  better  off  because  someone  thought  of  it.  And  did  it. 

LATEST  FROM  THE  "BETTER  MOTTOES"  ASSOCIATION 

DON'T  RIDICULE  YOUR  EMPLOYEES 
If  they  were  perfect,  you'd  be  working  for  them. 


TWO  "STOPPERS":  ONE 

Several  hotels  run  first-rate  advertising,  but  wouldn't 
you  agree  that  it  would  be  hard  to  find  a  more  effective 

single  one  than 
this.  There's  no 
way    to    flip    past 

&|  this  newspaper 
■  page.  And  the  tie- 
in  to  the  adjacent 
Westin  Hotels 
message  is  very 
well  done:  "At 
Westin  Hotels  we 
take  great  pride  in 
the  small  things. 
•  .  .  Room  service 


NOT  All  CORPORATE 
TAKEOVERS  ARE  THE  RESULT 
Of  WVMNO  A  PROXY  ROHl 


WORKS,  ONE  WOULDN'T 

around  the  clock.  And  a  larder  filled  with  good  things 
Exotic  fare.  Like  pheasant,  caviar  and  fresh  fruits. 

"Or  simple  pleasures. 
Like  OREO  cookies  and  a 
tall  glass  of  ice  cold  milk." 

In  the  Cigna  ad,  too,  head 
and  illustration  are  stop- 
pers. But  flawed,  as  one 
Forbes  reader  pointed  out: 
"The  men  are  holding  Brit- 
ish machine  guns,  which 
fire  9mm  rounds.  Why  then 
are  they  carrying  much 
larger  NATO  rounds  over 
their  chests?" 
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THE  BRILLIANT  WARHOL  PAINTING 

on  this  Forbes  cover  was  a  present  shyly  given  to  us  by  the  artist 
himself,  as  you  can  see  here,  at  a  preview  party  we  had  at  60  Fifth 
Avenue  to  open  the  seven  galleries  displaying  the  Forbes  Magazine 
Collection. 

In  itself,  this  is  a  delightful  rendering  of  capitalism's  symbol. 
Moreover,  it  succinctly  conveys  the  essence  of  the  Forbes  500s  in 
their  four  comparative  yardsticks,  all  measured  in  dollars. 

An  incidental — but  not  least — virtue  of  this  wee  bit  of  Warhol 
genius  was  its  cost.  For  us  Scots,  givens  have  irresistible  attraction. 

IF  YOU  THINK  ENVIRONMENTAL  PROBLEMS  ARE  NEW  OR  WORSE 

let  that  genius  inventor  Thomas  Edison  enlighten 
you.  In  a  letter  we  couldn't  resist  adding  to  the 
Forbes  Autograph  Collection,  penned  seven  de- 
cades ago,  he  writes:  "I  am  not  a  strict  vegetarian.  I 
am  an  extremely  small  eater,  and  eat  just  about 
enough  to  keep  my  weight  constant  and  to  protect 
putrefaction  in  the  lower  intestine.  .  .  .  We  all  live 
in  a  malignant  environment,  and  I  try  to  protect 
myself  against  it  as  far  as  my  knowledge  permits 


me  to  do  so." 

Then,  in  the  U.S.,  newborns  could  expect  to  live 
54  years. 

Now,  they  hang  in  for  74 'A  years. 

STARTING  UP'S  HARDER 

than  ending  up.  Or  down. 
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IF  YOU'RE  GOOD 

you  make  out. 


BOOKS 


#The  Experts  Speak— by  Christo- 
pher Cerf  and  Victor  Navasky  (Pan- 
theon Books,  $9.95).  We  who  forecast 
are  doomed  to  be  hoist  by  our  own 
tongues — constantly.  In  this  spark- 
ling gem  of  a  compendium  of  "au- 
Vw'  Ffff^"'         thoritative  misinformation,"  it's  nice 

ifc,   jTj  of  AnUiorilalft  f  ' 

to  know  we  have  the  company  of  all 
the  sages  of  all  the  Ages.  This  book's  a  total  delight  for 
dipping  into  or  swimming  right  on  through. 

Excerpts:  "A  genuine  kiss  generates  so  much  heat  it 
destroys  germs." — Dr.  S.L.  Katzoff,  quoted  in  The  Ameri- 
can Mercury,  April  1940.  .  .  .  "Sensible  and  responsible 
women  do  not  want  to  vote.  The  relative  positions  to  be 
assumed  by  man  and  woman  in  the  working  out  of  our 
civilization  were  assigned  long  ago  by  a  higher  intelligence 

than  ours."  —Grover  Cleveland,   1905 "[The  Wall 

Street  crash]  doesn  'tmean  that  there  will  be  any  general  or 
serious  business  depression."  — Business  Week.  ...  "I 
don't  need  bodyguards."  —fames  Hoffa  (President  of 
Teamsters  Union),  interviewed  for  Playboy,  June  1975.  .  .  . 
"We  plan  absentee  ownership.  I'll  stick  to  building  ships. " 
—George  Steinbrenner  (President  of  American  Shipbuild 
ing  Co.)  speculating  on  his  future  role  as  a  member  of  the 
syndicate  that  had  just  purchased  the  New  York  Yankees 


from  CBS,  quoted  in  The  New  York  Times,  fan.  3, 
1973.  .  .  .  " '[We]  are  not  about  to  send  American  boys  nine 
or  ten  thousand  miles  away  from  home  to  do  what  Asian 
boys  ought  to  be  doing  for  themselves."  — President  Lyn- 
don B.  Johnson,  campaigning  for  reelection,  Oct.  21,  1964. 

Fireworks — by  George  Plimpton 
(Doubleday,  $25).  The  combination 
of  near-fabled  George  Plimpton  and 
his  favorite  avocation,  fireworks, 
should  have  been  the  makings  for  a 
dazzling  book.  But  the  paucity  of 
color  and  the  selection  of  inexplica- 
bly dull  black  and  white  photos 
leave  one  feeling  he's  bought  a  skyrocket  that  won't. 

Excerpts:  An  estimated  150  firms  are  engaged  in  various 
aspects  of  the  fireworks  business  in  the  U.S.,  with  retail 
sales  estimated  by  the  American  Pyrotechnics  Associ- 
ation to  reach  well  over  $100,000,000 Butch  [Grucci] 

admitted,  about  making  fireworks,  that  an  accident  was 
always  vaguely  in  the  back  of  the  mind.  "In  the  sheds  you 
see  the  canisters  packed  in  neat  rows  on  the  shelves.  You 
see  the  stars  drying  on  the  table.  Then  you  hear  a  sharp 
noise,  like  a  window  shade  rattling  up,  or  the  slam  of  a 
door,  or  a  car  backfiring,  and  you  think  it's  starting — it  is 
beginning.  The  shop  is  beginning  to  go  up." 


FORBES,  APRIL  29,  1985 


39 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


A  Given 

When  a  person  with  experience 
meets  a  person  with  money,  the  per- 
son with  experience  will  get  the  mon- 
ey. And  the  person  with  the  money 
will  get  some  experience. 

— Leonard  Lauder,  CEO, 

Estee  Lauder  Inc.,  speaking 

at  the  American  Woman's  Economic 

Development  Corp.  conference 

Jobless  Stake 

Paris — When  a  business  executive 
lost  his  job  two  years  ago  he  became 
eligible  to  pick  up  12  monthly  unem- 
ployment checks,  for  90%  of  his  for- 
mer salary.  Instead,  like  thousands  of 
other  recently  laid-off  Frenchmen,  he 
chose  an  option  that  provided  six 
months'  unemployment  pay  in  a 
lump  sum  and  used  it  to  start  a  new 
business. 

His  messenger  and  transport  com- 
pany is  one  of  40,000  businesses  start- 
ed each  year  with  French  unemploy- 
ment benefits  as  capital.  The  method, 
which  accounted  for  a  third  of  all  new 
French  companies  in  1983,  has  been 
copied  by  Britain,  Ireland,  Belgium, 
Italy  and  Sweden  and  may  be  tried  in 
the  United  States. 

— Paul  Lewis,  New  York  Times 

Lobbyist's  Lexicon 

"We  would  like  to  make  a  courtesy 
visit."  This  means:  I've  got  to  show 
my  new  client  just  what  clout  I  have 
in  town,  so  be  a  nice  guy  and 
schmooze  with  him  for  15  minutes. 

"We're  for  competition,  but.  ..." 
You  can  pretty  much  disregard  ev- 


erything I've  said  up  until  now;  start 
listening. 

"All  we  are  seeking  is  a  fair 
shake."  Gimme. 

"Do  you  think  I  should  touch  base 
with  the  White  House  on  thisl"  I'm 
bluffing.  In  fact,  I'm  the  sort  of  per- 
son who  can't  get  tickets  for  the  8 
a.m.  tour. 

"There  has  been  quite  a  bit  of  press 
speculation  about  all  of  this."  We've 
been  planting  stories  wherever  we 
could,  but  we  still  had  to  come  to  you. 

"Whatever  is  best  for  you."  What- 
ever is  best  for  me. 

— FCC  Chairman  Mark  S.  Fowler, 
Wall  Street  Journal 

No  Money,  No  Taxes 

You  can't  make  money  by  losing 
money.  Only  deals  that  would  be  at 
least  marginally  attractive  without 
their  tax  benefits  are  worth  investing 
in.  "You  know  the  best  tax  shelter?" 
asks  yet  another  Home-Stake  inves- 
tor. "Don't  make  any  money!" 

— Andrew  Tobias, 
Money  Angles 

Japan's  Priorities 

Without  granting  the  1990  superi- 
ority to  the  Japanese,  I  think  we  are 
going  to  need  some  new  priorities  to 
recover  our  international  competi- 
tiveness. And  at  the  top  of  that  list 
would  come  education.  Our  blue-col- 
lar workers  don't  have  the  mathemat- 
ical or  engineering  background  to  op- 
erate sophisticated  machines.  On  the 
university  level,  we  are  churning  out 
lawyers  and  M.B.A.s,  but  theirs  are 
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not  the  skills  that  will  be  most  in 
demand  in  a  technological  age,  as  the 
planners  in  Tokyo  know. 

— Adam  Smith,  Esquire 

How  She  Manages 

I  learned  it's  better  to  have  a  battery 

of  attorneys  than  a  manager  any  day. 

— porn  star  Seka,  Village  Voice 


The  larger  office,  the  corner 
space,  the  extra  window 
are  the  teddy  bears  and 
tricycles  of  adult  office  life. 

— Willard  Gaylin,  author 
and  psychoanalyst.  Time 


Booming  Capitalists 

Support  around  the  world  for  the 
American  system  has  in  fact  in- 
creased since  the  Vietnam  War.  At  the 
end  of  the  war,  our  gross  domestic 
product  was  a  quarter  of  the  world's 
output;  for  1984  it  is  estimated  at 
almost  a  third. 

Today  socialism  is  a  joke.  Nobody 
believes  in  it  as  a  workable  economic 
paradigm  anymore.  And  the  predomi- 
nance of  the  capitalist  system  is  no- 
where more  dramatic  than  in  Asia. 
The  communists  may  continue  to 
dominate  the  pathetic  small  places, 
but  less  pathetic  small  places — Singa- 
pore, Hong  Kong,  Taiwan — are  boom- 
ing capitalist  countries.  .  .  .  The  Chi- 
nese Communist  leaders  declare  that 
Marxism  is  dead — which  happens  to 
be  immensely  more  important  than 
any  consequence  of  Vietnam. 
— George  Gilder,  Harper's  Magazine 

So  It  Came  To  Pass 

The  dining  room  of  the  Regency 
Hotel  has  been  the  coffee  shop  of  cor- 
poradoes  for  a  half-dozen  years  now, 
ever  since  Loews  Corporation  Presi- 
dent Preston  Robert  Tisch,  58,  got  the 
idea  of  making  the  dining  room  of  this 
Loews  hotel  the  place  for  New  York 
to  start  its  workday.  The  idea  caught 
on  because  the  right  people  liked  it. 
The  Regency,  at  Park  and  61st,  lies 
conveniently  between  the  right  peo- 
ple's apartments  and  their  offices,  and 
stopping  off  here  on  the  way  to  work 
breaks  the  gridlock  on  calendars  load- 
ed with  lunches  and  dinners.  So  it 
came  to  pass,  in  the  early  days  of 
croissants,  that  Bob  Tisch  invented 
the  business  breakfast. 

— Patricia  O'Toole, 
Manhattan,  inc. 
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The  Spirit  of  America 


Liberty  by  Ken  Ragan 


Liberty.  More  than  a  symbol.  A  landmark  to  millions  of 

soon-to-be  Americans  who  passed  her  welcoming  form  and  then 

themselves  became  part  of  the  great  tradition  of  freedom.  A 

tradition  toasted  across  the  land  with  America 's  native 

whiskey:  Kentucky  Bourbon.  Old  Grand-Dad  still  makes  that 

Bourbon  as  we  did  over  100  years  ago.  It's  the  spirit  of  America. 

For  a  19"  by  26"  print  of  Liberty 

send  a  check  or  money  order  for  $6.95  to  Spirit  of  America, 

P.  O.  Box  183L,  Carle  Place,  New  York  11514. 

For  each  print  sold,  we'll  donate  $2.00  toward  Liberty's  restoration. 

Old  Grand-Dad 


Kentucky  Straight  Bourbon  Whiskey  86  Proof  Old  Grand  Dad  Distillery  Co.,  Frankfort,  KY  40601  ©1985  National  Distillers. 


Photo:  ©1976  Ken  Ragan  /  Camera 


Beyond  PCs:  the  Persor 


Why  not  have  it  all? 

Now  you  can  get  word  processing.  Data 
processing.  Office  automation.  Communica- 
tions. And  business 
graphics.  All  working 
together  in  one  easy- 
to-use  system. 

With  Hewlett- 
Packard's  Personal 
Productivity  Center. 

One  Personal  Pro- 
ductivity Center  can 
serve  more  than  100 
people  simultane- 
ously, connecting  all 
their  workstations, 
including  peripherals 
and  personal  compu- 
ters like  our  famous  Touchscreen  Personal 
Computer,  The  Portable  and  the  IBM  PC. 


A  typical  Personal  Productivity  Center. 


Driven  by  an  HP  3000  Business  Computer,  it  integrates 

the  information  needs  of  the  modern  office.  A  single  Center 

can  grow  to  handle  more  than  100  users  simultaneously. 


And  it  can  connect  to  your  company's 

mainframe,  too. 

So  now  you  can  do  not  only  word  proc- 
essing and  spread- 
sheet analysis.  You 
can  also  send  elec- 
tronic mail.  Create 
business  graphics. 
Integrate  text  with 
graphics.  Design  and 
generate  tailor-made 
reports.  Even  han- 
dle data  entry  and 
retrieval,  database 
management  and  the 
full  range  of  gene- 
ral data  processing 
applications,  like 

accounts  payable  and  general  ledger. 
Built  around  our  powerful  HP  3000 
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al  Productivity  Center. 

business  computer  family,  the  Personal     Dept.  031214,  19055  Pruneridge  Avenue, 
Productivity  Center  integrates  the  informa-     Bldg.  46T,  Cupertino,  CA  95014. 


tion  tools  your  people  need  to  work  more 
productively 

And  as  your  needs  change  and  grow, 
you'll  find  the  Personal  Productivity  Center 
changes  and  grows  right  along  with  you.  It's 
easy  to  upgrade,  expand  or  just  reconfigure. 
Without  throwing  out  your  old  software. 
Interconnecting  these  systems  is  simple  too, 
thanks  to  HP's  AdvanceNet  networking 
capabilities. 

It's  also  simple  to  keep  things  working 
smoothly  together.  We  offer  worldwide 
support  that  was  rated  number  one  in  the 
Datapro  survey. 

Find  out  what  you've  been  missing.  Just 
call  your  local  HP  office  and  ask  us  to  demon- 
strate the  Personal  Productivity  Center.  Or 
write  to  Susan  Curtis,  Hewlett-Packard, 


The  Personal  Productivity  Center. 
Why  settle  for  less? 


HEWLETT 
PACKARD 
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coafj,  Industrial  Safe . 
Engines/,  and  other 
ioyees  " 
who  are  volunteer 
firefighters  in 
Marcus  Hook,  Pa. 


SUN,  SAFETY  AND  THE  VOLUNTEERS.  At  a  moment's  notice,  Jackie 
West  is  ready  to  trade  his  Sun  safety  helmet  for  that  of  a  fire  captain.  He's  just 
one  of  the  Sun  people  from  our  Marcus  Hook,  Pennsylvania,  refinery  who 
serve  their  local  communities  as  volunteer  firefighters. 

As  Jackie  can  tell  you,  the  safety  training  they  get  while  producing  millions 
of  gallons  of  Sunoco  gasoline  each  day  makes  them  experts  at  fire  prevention. 

"At  the  refinery,  one  of  our  most  important  jobs  is  safety.  We  train  and  drill 
regularly.  In  fact,  Sun  sends  some  of  us  to  special  firefighting  schools. 

"It's  only  natural  that  we  use  this  experience  to  serve  our  families,  friends 
and  neighbors." 

At  Sun,  we  think  putting  our  energy  back  into  the  community  is  just  as 
important  as  getting  it  out. 

ERE  THERE'S 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


OUR  TRADE  GAP  IS— MOSTLY— A  GOOD  THING 


What  shape  would  the  U.S.  and  world  economy  be  in  if 
we  weren't  running  a  large  trade  deficit?  Contrary  to  what 
numerous  executives,  economists  and  politicians  seem  to 
think,  most  of  us  would  be  considerably  poorer. 

Too  many  observers  equate  this  shortfall  with  a 
company's  losing  money.  This  profit-loss  analogy  is 
grossly  misleading.  A  trade  deficit  can  also  be  a  sign  of  a 
country's  growing  vigorously.  For  more  than  a  century 
after  independence,  the  U.S.  routinely  imported  more 
than  it  exported  as  it  became  the  world's  leading  indus- 
trial power.  Japan  in  the  1950s  and  1960s  suffered 
chronic  trade  shortfalls.  By  contrast,  Brazil  and  Mexico 
now  have  impressive  trade  surpluses,  yet  their  econo- 
mies and  currencies  remain  sick. 

Some  economists  maintain  that  the  trade  gap  cost  us  2 
million  jobs  in  1983-84.  Listening  to  them,  you  would 
never  know  that  in  the  same  period,  the  U.S.  created  7 
million  new  jobs. 

The  trade  worriers  are  right  that  the  dollar  is  overvalued, 
thereby  distorting  trade  patterns.  They  are  also  correct 
that  Japan  must  liberalize  import  barriers.  But  these  issues 
shouldn't  blind  us  to  the  true — and  largely  positive — 
nature  of  our  balance-of-trade  red  ink. 

Imports  Vital  for  Investment 

The  1983-84  economic  boom  in  this  country  would  have 
been  markedly  weaker  without  imports.  A  key  catalyst  to 
our  growth  was  the  surprising  surge  in  capital  spending  by 
business,  up  more  than  33%  in  real  terms.  No  U.S.  recov- 
ery in  the  past  40  years  has  experienced  investment 
growth  rates  like  this. 

The  leading  investment  area  for  growth  was  in  high- 
technology  equipment  such  as  computers,  microproces- 
sors, and  the  like.  Yet  much  of  that  vital  equipment 
exists  because  of  foreign-made  components.  The  IBM  PC, 
a  staple  in  many  offices  around  the  country,  has  more 
than  half  of  its  parts  made  in  Japan.  As  George  Gilder, 
author  of  The  Spirit  of  Enterprise  and  an  ever-perceptive 
observer  of  our  high-tech  scene,  recently  put  it:  "Far  from 
displacing  U.S.  capital  goods,  Japan's  high-technology 
supplies  were  indispensable  to  their  production." 


Hypochondriacs  point  out  that  American  companies 
imported  a  record  amount  of  machinery.  If  such  machin- 
ery makes  us  more  competitive,  more  productive,  all  of  us 
benefit.  Anyway,  only  about  18%  of  the  new  equipment 
American  companies  are  buying  comes  from  overseas. 

By  pushing  on  the  frontier  of  high  technology,  by  mod- 
ernizing our  plant  and  equipment,  the  U.S.  is  becoming 
richer  and  more  efficient — and  more  competitive  with  the 
rest  of  the  world,  including  Japan.  Just  as  Japan's  deficits  in 
the  1950s  and  1960s  enabled  it  to  become  a  world  econom- 
ic power,  so,  too,  our  deficits  are  making  us  the  leading 
powerhouse  for  the  rest  of  this  century. 

Banks  Need  Deficits 

Our  trade  deficit  is  also  a  necessity  if  we  are  to  avoid  a 
1930s-like  banking  crisis.  Without  an  open  U.S.  market  in 
which  to  sell  their  goods,  debtor  nations  would  already 
have  repudiated  their  loans.  Selling  to  us  gives  them  the 
wherewithal  to  service  those  debts.  In  the  1930s,  debtor 
countries  didn't  have  such  a  market  and  the  whole  world 
paid  dearly  for  it. 

Moreover,  Japan  and  others  that  have  a  trade  surplus 
with  us  don't  dump  our  money  into  some  black  hole.  It 
gets  spent  or  reinvested,  much  of  it  in  the  U.S.,  thereby 
providing  more  jobs  for  us. 

What  gets  lost  in  all  the  hysteria  about  trade  is  how  well 
American  exports  have  done.  Despite  the  over-strong  dol- 
lar (the  result  of  too-tightfisted  Federal  Reserve  policies) 
and  despite  the  collapse  of  Latin  America,  a  major  market 
for  us,  our  exports  improved  steadily  in  1983-84.  Our 
exports  to  Japan  last  year  rose  7.5%.  In  fact,  the  U.S.  share 
of  world  trade  today  is  better  than  it  was  in  1980(12.8%  vs. 
12.1%)  when  we  had  virtually  no  trade  deficit. 

Alan  Reynolds,  brilliant  economist  at  the  consulting 
firm  Polyconomics,  makes  a  simple  but  overlooked  point: 
"The  problem  is  not  our  ability  to  compete.  The  problem 
is  that  world  trade  is  stagnating  instead  of  growing." 

In  1929-30,  the  U.S.  passed  the  Smoot-Hawley  Tariff 
Act,  greatly  restricting  imports.  It  triggered  a  global 
depression. 

We  shouldn't  make  that  mistake  again. 
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The  partnership  at  work  From  left  Jack  Taylor,  Chase  Global  Electronics  Division  Executive,  Garth  Milne.  Motorola  VP  &  Director  ot  Treasury, 
Dave  McQueston,  Chase  Electronics  Technical  Director  Donald  Sauls,  VP  &  Director  of  Finance,  Motorola  Communications  Group 
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Chase  Partnership, 

It's  what  makes  us 

the  lead  bank  to 

the  electronics  industry 

worldwide. 

Chase  has  over  1 40  bankers  as  well  as 
technical  and  product  specialists  dedicated  to  the 
electronics  industry  They  work  closely  together 
and  closely  with  you  in  38  countries,  to  meet  the 
financial  challenges  and  opportunities  of  today's 
and  tomorrow's  technologies. 

It's  this  kind  of  dedication  to  having  the  right 
people  where  they're  needed  that's  the  basis  of 
the  Chase  Partnership. 

Chase  Partnership 
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Operations  Capability  Customer  Finance  People 


Mew  basix"  helps  you 
turn  empty  space  into 
productive  office  space. 


With  1 42  proven 
workplace  solutions. 


TheOffiee 

Environment 
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of  your  people  -  from  clerical  to 
senior  management  -  will  have 
the  workplace  to  Pest  suit  their 
needs. 

In  developing  basix,  we  studied 
hundreds  of  workplaces  in  action, 
in  dozens  of  conventional  and 
electronic'  offices.  We  also  talked 
to  a  host  of  facility  managers, 
architects  and  designers.  The 
result:  all  1 42  basix  workplaces 
incorporate  elements  that  have 
consistently  proved  effective  in 
real  office  situations.  And  because 


modularity  is  a  cornerstone  of  the  i 
basix  program,  it's  easy  to  expand 
or  change  each  workplace  as  you* 
future  needs  demand  -  while 
maintaining  optimum  productivity! 
at  every  job  level. 

To  learn  more  about  basix, 
contact  your  Steelcase  Dealer  or  I 
Steelcase  Regional  Office.  They're 
listed  in  the  Yellow  Pages.  For  world 
wide  product,  service  and  sales 
information,  write  Steelcase  Inc., 
Grand  Rapids,  Ml  49501.  Or  call 
toll-free  1-800-447-4700. 
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What's  Ahead  for  Business 


Count  them 
by  the  millions 


Where  the  new 
jobs  were  created 


Pick  a  growth 
job,  my  child 


NEW  JOBS— WHERE,  WHEN  AND  AT  WHAT  PAT? 

The  U.S.  economy  is  now  adding  around  300,000  new  jobs  a  month. 
Let's  look  more  closely  at  that  extraordinary  achievement. 
Some  7.5  million  new  jobs  had  been  added  through  February  1984 
since  the  bottom  of  the  last  recession  in  November  1982.  The  total 
nonagricultural  labor  force  is  around  103  million,  plus  some  3.3 
million  farm  workers,  out  of  a  total  population  of  nearly  237  million. 
At  the  present  pace,  within  the  next  18  months  or  so  there  will  be  more 
jobs  in  the  US.  than  in  the  larger  (pop.  272  million)  European  Commu- 
nity, where  job  creation  has  been  flat  for  many  years. 

The  largest  number  of  new  jobs,  2.3  million,  not  surprisingly  were 
created  in  the  service  sector,  which  is  now  two-thirds  of  the  economy. 
Of  these,  1.6  million  were  added  in  retailing  and  fast  food,  450,000  in 
finance  and  insurance,  and  around  250,000  in  transport  and  public 
utilities.  The  goods-producing  sector  as  a  whole  lost  2.8  million  jobs  in 
the  July  1981  to  November  1982  recession,  and  in  the  recovery  has 
added  2.3  million  jobs.  In  that  period,  construction  had  a  net  gain  of 
around  300,000,  agriculture  a  net  loss  of  100,000. 

Wide  variations  occurred  in  different  parts  of  manufacturing.  The  auto 
industry  has  restored  almost  all  the  jobs  lost  since  1979.  Others — 
textiles,  leather,  mining  and  even  petroleum,  for  example — are  still 
losing  jobs  despite  the  recovery.  Steel,  faced  with  massive  internation- 
al competition  (some  subsidized),  is  still  restructuring.  But  the  elec- 
tronics industry  alone  since  1978  has  added  nearly  four  times  as  many 
new  jobs  as  the  present  total  U.S.  steel  employment. 

But,  idealogues  please  note,  despite  all  the  talk  about  squeezing,  the 
public  sector  (federal,  state  and  local  government)  has,  at  1.6  million, 
recovered  all  the  jobs  lost  in  the  1981-82  recession  and  added  some. 

Every  high  school  and  college  student  should  have  a  copy  of  a  dry 
booklet,  Employment  Projections  for  1995,  by  the  Bureau  of  Labor  Statis- 
tics. It  concludes  that  about  half  of  the  close  to  26  million  jobs  that  will 
be  created  between  1982  and  1995  will  be  in  40  occupations. 

Some  are  less  than  surprising.  There  will  be  a  doubling  of  the  number 
of  computer  service  technicians  and  close  to  that  growth  rate  for 
systems  analysts,  programmers,  office  machine  repairers,  electrical 
and  electronics  engineers.  Litigious  America,  says  the  BLS,  will  require 
nearly  double  the  number  of  legal  assistants  over  the  period.  There  will 
also  be  fast  growth  in  health  care  (particularly  physical  therapy),  as 
well  as  for  clerks  in  medical  insurance  and  finance. 

Some  of  the  growth  areas  are  less  obvious.  Civil  engineering  will  need 
many  more  technicians,  the  BLS  reckons.  So  will  the  mechanical 
engineering  industry  (applying  all  those  robots,  perhaps).  But  who 
would  have  guessed  that  the  20th-fastest-growing  job  category  listed 
by  the  BLS  would  be  "compression  and  injection  molding  machine 
operators,  plastics"?  The  advice  from  the  Soaring  Sixties  ("Plastics!") 
will  hold  good,  it  appears,  for  at  least  another  ten  years. 

Less  heartening  is  the  BLS'  prediction  of  where  the  greatest  number  of 
new  jobs  will  be  added.  Only  1  in  4  on  this  list  of  40  jobs  generally 

(continued  on  p.  50) 
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What's  Ahead  for  Business 


The  middle  class 

is  not  an 

endangered  species 


Demographics  will 

help,  but  only 

for  a  time 


Labor  has  been 
paying  a  price 


(continued  from  p.  49) 

requires  a  college  degree.  At  the  top,  and  totally  unexpected,  are 
building  custodians,  followed  by  cashiers,  secretaries  and  office  clerks. 
(What  were  we  all  saying  about  white-collar  productivity?)  In  the 
middle  of  the  list  come  accountants,  auto  mechanics  and  hamburger 
slingers.  It's  only  at  the  lower  half  that  jobs  like  physicians,  lawyers 
and  the  higher-status  jobs  on  the  fastest-growth  list  start  to  appear. 

Liberal-minded  economists  (e.g.,  Barry  Bluestone  and  even  Lester 
Thurow)  have  long  claimed  that  the  structural  changes  wrought  by 
these  new  jobs  signify  that  the  middle  class — those  receiving  middle 
incomes  of  around  $13,500  to  $26,000  a  year — is  about  to  disappear. 

They  argue  that,  as  the  economy  shifts  to  high  tech  and  to  service,  U.S. 
society  will  "bipolarize"  into  rich  and  poor.  They  claim  this  portends 
political  and  social  unrest,  that  the  economy  will  suffer  and  that  the 
middle  class  needs  protecting  as  an  endangered  species. 

Observation  suggests  that  this  is  twaddle,  and  analysis  proves  it.  It  is 
true  that  these  changes  (however  beneficial  as  a  whole)  hit  some  very 
harshly,  especially  in  heavily  unionized  industries.  Union  member- 
ship among  all  employees  fell  from  23%  in  1980  to  19%  in  1984. 

A  survey  by  BLS  of  2  million  workers  who  had  lost  their  jobs  and  found 
new  ones  showed  that  45%  of  them  had  suffered  pay  cuts  (with 
600,000  reemployed  workers  getting  20%  or  more  lower  pay  than 
before).  But  now  stand  that  bad-sounding  outcome  on  its  head.  A 
majority  (55% )  were,  therefore,  being  paid  the  same  or  more. 

Overall,  structural  changes  in  the  economy  have  had  a  surprisingly 
small  effect  on  income  distribution,  says  Robert  Lawrence,  senior 
fellow  at  Brookings.  He  found  that  demographic  changes — the  baby 
boomers  and  women  entering  the  work  force  in  large  numbers,  inevita- 
bly for  low  pay  at  first — had  a  still  small  but  more  significant  effect. 

Unemployment  levels  will  steadily  come  down  over  the  coming 
years  because  jobs  will  be  created  faster  than  people  will  be  entering 
the  labor  force.  Larry  Olson,  of  Coopers  &.  Lybrand,  reckons  unemploy- 
ment will  be  5.7%  in  1987  and  will  decline  more  after  that. 

But  in  later  years  there  could  be  less  benign  effects.  As  new  workers 
become  scarcer,  their  ability  (and  employers'  willingness)  to  bid  up 
wage  rates  will  grow.  The  trade  unions  could  also  benefit. 

That  conceivably  could  threaten  a  mostly  unsung  explanation  for 
America's  job  boom.  Looked  at  as  a  whole,  and  subconsciously  per- 
haps, the  U.S.  labor  force  has  been  flexible  enough' to  react  to  market 
forces  and  share  the  burden  with  the  rest  of  corporate  costs.  There  has 
been,  and  continues  to  be,  a  substantial  pay  cut  in  real  terms.  Despite 
the  average  private  sector,  nonfarm  real  wage  being  up  3%  on  the  1982 
low  point,  it  is  still  13%  or  so  below  the  1972  peak. 
Service  sector  real  wages  have  been  cut  the  most.  But  in  manufactur- 
ing, average  real  wages  have  risen  6%  since  1982  and  are  getting  close 
to  recovering  all  lost  ground.  Conclusion:  Higher  real  wages  will,  as 
they  clearly  have  in  Europe,  inhibit  job  creation  in  manufacturing.  And 
that  will  accelerate  the  swing  away  from  manufacturing. 
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"One  hotel  says  so  much  about  you. 

Whether  you  come  for  business,  or  make  it  your 

business  to  experience  the  best." 


MlLANO 


HOTEL 

Principe  i  Savoia 

Illustration  from  Cigahotels  archives. 


HOTEL 

PRINCIPE  DI  SAVOIA 

MILAN 
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HOTELS 


Classic  tradition.  Modern  efficiency. 

Milan:  Hotel  Principe  di  Savoia,  Hotel  Palace,  Hotel  Duca  di  Milano,  Hotel  Diana  Majestic  —  Venice:  Hotel  Gritti  Palace,  Hotel  Danieli,   . 

Hotel  Europa  &  Regina,  Residence  Palazzo  del  Giglio  —  Venice  Lido:  Hotel  Excelsior,  Hotel  Des  Bains,  Residence  Excelsior 

Rome:  Le  Grand  Hotel,  Hotel  Excelsior  ^—  Florence:  Hotel  Excelsior  —  Naples:  Hotel  Excelsior  —  Siena:  Park  Hotel  —  Pisa:  Hotel  Cavalieri 

Stresa  (Lake  Maggiore):  Hotel  Des  lies Bprromees-r  Cortina  D'Ampezzo:  Hotel  Crislallo  —  Trieste:  Hotel  Duchi  d'Aosta 

Asolo  (Treviso):  Hotel  Villa;  Cipriani— Genoa:  Hotel  Colombia  —  Miami:  Grand  Bay  Hotel  — Paris:  Hotel  Royal  Monceau. 

Contact  your  Travel  Agent  or  CIGAHOTELS,  745  Fifth  Avenue,  New  York,  N.Y.  10151.  Tel.  212-935-9540,  1-800-221-23 10 
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Where  in  th 
the  Exxon  tige 

Here.  Over  there.  And  practically  everywhere. 

Our  aggressive  worldwide  exploration  and  development  program  and  the  majo 
advances  we've  made  in  technology  have  helped  us  to  increase  reserves  in  more  ph 
than  ever  before.  The  Gulf  of  Mexico,  Mobile  Bay,  Malaysia,  Australia,  the  North  S< 
and  Alaska,  to  name  just  a  few. 

All  this  helped  make  the  Exxon  tiger  very  successful  again  in  1984.  In  fact,  it  w 
e  third  consecutive  year  in  which  we  added  more  hydrocarbons  to  our  reserves  tl 
we  produced. 
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world  does 
jet  his  energy? 

Finding  enough  oil  and  gas  to  be  able  to  add  to  reserves  is  important  to  a  com- 
my  in  an  extractive  industry  like  ours.  Because  it  establishes  a  solid  position  for 
ar  future.  And  that  provides  a  strong  base  for  earnings  growth. 

If  you  want  to  learn  more  about  how  the  Exxon  tiger  is  doing,  write  to  us  for 
it  Annual  Report.  Exxon  Corporation,  1251  Avenue  of  the  Americas,  New  York, 
ew  York  10020. 


Quality  you  can  count  on 
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gh  technology  gives  you  high  anxiety, 
We  cut  it  down  to  size. 
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Stepping  into  the  jungle  of 
confusion  surrounding  telecom- 
munication's no  picnic. 

Conf  I  ictihg  ad  vice;  ..  demands 
that  you  make  a  decision. ..it  all 
leads  to  anxiety.  At  our  NYNEX 
companies  we  remove  it. 

Worried  about  what  equipment 
to  trust?  Or  who? 

Relax.  We  don't 
So  we're  free  to 
thebestfrom 
:;\.  Can't  kee^' 
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We  can  and  do. 

By  the  time  you've  heard  about 
something  new,  NYNEX  technical 
experts  have  already  investigated 
its  capabilities,  located  its  weak- 
nesses, and  determined  its 
effectiveness. 

Worrying  about  obsolescence? 

Don't.  As  new  technologies  are 
approved,  we  automatically  inte- 
grate them  into  our  network.  So 
you  avoid  the  downtime  needed 
for  an  update  later  on. 

No  matter  how  high  your  anxiety, 


w 


NYNEX  has  ways  to  cut  it  down. 
After  all,  in  today's  high-tech  jungle  t 
nobody  is  more  at  home  than  we  arei 

NYNEX  is  the  parent  company  of  ' 
New  York  Telephone  and  New 
England  Telephone,  plus  other 
companies  that  offer  business  com-' 
munications  equipment,  cellular 
services  and  directory  publishing. 

For  more  information, 
call  (800)  441-1919. 
In  Utah,  call  (800)  453-9000. 

It  pays  to  know  us.  i 


NYNEX 
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Forbes 


At  a  time  when  things  look  darkest  for  U.S.- 
Japan trade  relations,  this  maverick  Japa- 
nese firm  shows  how  they  could  be  brighter. 

Progressive 
(  partner 


By  Kathleen  K.  Wiegner 

The  U.S.  congressmen  gnashing 
their  teeth  over  Japan's  mounting 
trade  surplus  will  get  no  argument 
from  Minora  (Larry)  Yoshida.  "Japa- 
nese companies  cannot  continue  the 


way  they  are,"  Yoshida  told  us  during 
a  recent  visit  to  his  office  high  above 
Tokyo's  Shinjuku  district.  If  they  do, 
says  Yoshida,  "We  Japanese  will  be- 
come very  alone — and  we  cannot  live 
without  the  rest  of  the  world." 
An  individualist  entrepreneur  in  a 


society  that  prizes  conformity,  Yo- 
shida, 48,  is  president  of  an  upstart 
Japanese  trading  and  manufacturing 
outfit  called  Tokyo  Electron  Ltd.  TEL, 
as  it  is  known,  depends  on  an  unob- 
structed flow  of  U.S.  technology  into 
the  Japanese  market.  Whereas  most 
Japanese  businessmen  instinctively 
think  export,  TEL  specializes  in  im- 
porting U.S.  technology  and  creating 
joint  ventures  to  help  U.S.  firms  man- 
ufacture in  Japan.  Among  its  clients: 
Varian,  AMD,  GenRad,  Computervi- 
sion,  Digital  Equipment.  TEL's  rev- 
enues have  shot  from  $132  million  in 
1979  to  $497  million  last  year. 

Consider  the  case  of  Varian  Asso- 
ciates, the  Palo  Alto,  Calif.-based 
maker  of  wafer  fabrication  equipment 
for  the  semiconductor  industry.  Var- 
ian had  been  selling  its  equipment 
into  Japan  via  local  sales  reps.  In  the 
late  Seventies,  one  of  its  big  Japanese 
customers,  Hitachi,  informed  Varian 
that  it  wasn't  satisfied  with  the  ser- 
vice the  sales  reps  were  providing. 
Larry  Hansen,  then  head  of  Varian's 
semiconductor  equipment  group,  re- 


Tokyo  Electrons  Minor u  Yoshida 

"Japanese  companies  cannot  continue  the  way  they  are.  If  they  do,  we  will  become  very  alone." 
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members  that  Hitachi  suggested  that 
Hansen  check  out  TEL.  When  a  cus- 
tomer like  Hitachi  suggests  some- 
thing, suppliers  tend  to  listen.  Hansen 
signed  TEL  to  sell  and  service  his  ion 
implanters. 

Results?  "Our  sales  [in  Japan]  have 
grown  dramatically  in  the  time  TEL 
has  had  this  business,"  says  Hansen. 
In  1982  Varian,  feeling  it  needed  a 
manufacturing  presence  in  Japan  to 
stave  off  growing  Japanese  competi- 
tion, formed  a  50-50  joint  venture 
with  TEL  called  TEL-Vanan.  This 
year,  says  Hansen,  sales  from  the  joint 
venture  will  exceed  $50  million. 

Or  listen  to  Stephen  Zelencik,  se- 
nior vice  president  of  sales  and  mar- 
keting at  semiconductor  maker  Ad- 
vanced Micro  Devices.  "We  had  had 
no  end  of  problems  with  our  direct 
sales  force  in  Japan,"  says  Zelencik. 
"Then,  three  or  four  years  ago  [our 
competitor]  Intel  decided  to  set  up  its 
own  direct  sales  force  as  part  of  its 
worldwide  sales  expansion,  rather 
than  use  TEL  except  as  a  distributor. 
So  we  stepped  in.  For  us,  TEL  has  been 
terrific." 

TEL,  which  obviously  gets  along 
well  with  entrepreneurial  U.S.  com- 
panies, got  some  60%  of  its  1984  sales 
from  semiconductor  equipment,  21% 
from  marketing  microprocessors  and 
semiconductors  and  13%  selling  com- 
puter systems  such  as  Computervi- 
sion's  CAD/CAM  workstations  and 
DEC's  VAX  minicomputers. 

TEL  is  a  Japanese  rarity — a  highly 
successful  startup.  It  was  formed  in 
1963  when  Tokuo  Kubo  and  Toshio 
Kodaka,  then  in  their  late  20s,  quit 
their  secure  jobs  at  the  big  Nissho 
Trading  Co.  (now  Nissho  Iwai),  where 
they  had  been  importing  early  genera- 
tions of  U.S. -made  semiconductor 
manufacturing  equipment.  Back  then 
such  equipment  was  highly  unrelia- 
ble and  required  constant  servicing. 
Yet  general  trading  companies  like 
Nissho  were  geared  toward  trading 
commodities  and  provided  little  in 
the  way  of  customer  support. 

Kubo  and  Kodaka,  frustrated  and 
embarrassed  at  having  to  call  on  un- 
happy customers,  saw  an  opportunity. 
They  founded  TEL  with  financial 
backing  from  Tokyo  Broadcasting 
System,  Japan's  largest  private  broad- 
casting company  (with  13.9%  of  the 
stock,  it's  still  TEL's  largest  share- 
holder). Larry  Yoshida  quit  his  engi- 
neering job  at  the  Osaka  Transformer 
Co.  to  join  Kubo  and  Kodaka  in  1967. 

"In  a  large  company  a  person's  capa- 
bility cannot  be  fully  used  to  grow  the 
company  more,"  says  Yoshida.  "So  I 
thought  it  would  be  better  to  run  a 
company  based  on  my  philosophy." 


He  feels  reward  should  be  based  on 
merit  rather  than  seniority  and  that 
individual  decision  making  is  better 
than  group  consensus — both  views 
heresy  in  most  Japanese  businesses. 
At  TEL  Yoshida  allows  his  young 
managers  far  more  authority  to  act, 
quickly,  than  they  could  dream  of  in  a 
traditional  Japanese  firm. 

For  the  first  ten  years  about  half  of 
TEL's  sales  came  from  importing 
electronic  equipment  from  the  U.S. 
and  the  other  half  from  exporting  car 
radios  and  other  low-tech  Japanese 
electronics.  The  company's  first  big 
break  came  in  the  mid-Sixties,  when 
it  formed  a  joint  venture  with 
Thermco  Systems,  itself  a  young  U.S. 
outfit  making  diffusion  furnaces  for 
semiconductor  manufacture. 

"Kokusai  Electric  Co.  was  becom- 
ing very  competitive  with  Thermco," 
recalls  Yoshida.  "Kokusai  Electric's 
reliability  was  better,  and  its  price 
lower,  so  Thermco  was  beginning  to 
lose  market  share."  Thermco,  feeling 
it  was  too  small  to  go  it  alone,  agreed 
to  transfer  its  technology  to  TEL  so 
that  its  furnaces  could  be  manufac- 
tured in  Japan.  Today  Thermco  (now  a 
division  of  Allegheny  International) 
has  perhaps  70%  of  the  market  for 
furnaces  in  Japan.  As  the  Japanese 
semiconductor    equipment     makers 


have  become  more  competitive,  TEL 
has  repeated  its  Thermco  joint  ven- 
ture with  Varian,  plasma  etcher  mak- 
er LAM  Research  Corp.,  and  GenRad, 
which  makes  chip  testers.  TEL  manu- 
factures products  for  these  compa- 
nies, paying  royalties  for  the  technol- 
ogy and  taking  half  of  the  venture's 
profits. 

It  has  also  earned  its  partners'  trust. 
Yoshida  is  frank  about  many  U.S.- 
Japanese joint  ventures.  "Most  Japa- 
nese companies  learn  the  partner's 
technology,  improve  it  and  then  sell  it 
back  to  the  U.S.,"  he  says.  "When  we 
improve  on  a  product,  we  transfer  the 
technology  to  our  partners  so  they  can 
increase  market  share  in  their  terri- 
tory." That's  the  truth,  says  a 
Thermco  competitor,  who  notes  that 
TEL  has  made  many  improvements 
on  Thermco's  original  furnaces  but 
after  all  these  years  is  still  paying 
Thermco  royalties. 

Now  listed  among  the  bluest  of  Jap- 
anese blue  chips  on  the  First  Section 
of  the  Tokyo  Stock  Exchange,  upstart 
TEL  showed  up  fourth  in  the  annual 
rankings  of  Japan's  200  best-perform- 
ing companies  by  Nihon  Keizai  Shim- 
bun,  Japan's  premier  business  journal; 
it  ranked  ahead  of  such  famous  names 
as  Sony,  Hitachi  and  NEC. 

Free  trade,  anyone?  ■ 


An  inquiry  into  the  strange  matter  of  a 
group  of  shareholders,  still  unidentified, 
who  left  $162  million  lying  in  The  Street. 

Autopsy  report 
on  a  tender  offer 


By  Robert  McGough 


To:  The  greater  Wall  Street 
community. 
From:  The  Forbes  ad  hoc 
committee  on  the  Phillips  Petroleum 
Co.  tender  offer,  which  closed  Mar. 
15,  1985. 

Summary  of  the  committee's  find- 
ings: Fools  and  their  money  are  parted 
rapidly  under  certain  circumstances. 
The  committee  finds  that  the  basic 


facts  are  not  in  dispute.  As  part  of  an 
effort  to  deflect  a  hostile  acquisition, 
Phillips  Petroleum  made  a  partial 
tender  offer  for  its  own  stock,  which 
offer  involved  the  swap  of  Phillips 
debt  securities  for  common  shares  of 
Phillips. 

The  circumstances  of  said  offer 
were  such  that  only  stupid  holders  of 
common  stock  would  fail  to  tender. 
However,  12,485,471  shares,  or  about 
8.6%  of  the  total  outstanding,  were  in 
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fact  not  tendered. 

The  passing  of  the  Mar.  15  deadline 
caused  Phillips  shares  to  decline  ap- 
proximately $13  each  in  value.  Thus, 
it  may  be  inferred  that  investors  who 
failed  to  tender  on  time  dropped  $162 
million. 

The  committee  addressed  itself  to 
the  fate  of  investors  who  left  their 
Phillips  stock  in  the  hands  of  their 
brokers  and  either  never  received  the 


178-page  prospectus  or  did  not  under- 
stand it.  Specifically,  we  sought  to 
determine  what  happened  to  clients 
who  failed  to  give  instructions  to  the 
broker  to  tender  the  stock. 

Richard  Capalbo,  a  senior  vice 
president  at  Drexel  Burnham  Lam- 
bert, informed  the  committee:  "Legal- 
ly, our  hands  are  tied  [without 
instructions].  The  rules  are  strict." 
This  firm  and  other  respondents  not- 


ed that  a  good  account  executive  will 
try  his  best  to  get  in  touch  with  cli- 
ents. Leslie  Quick  III,  vice  president 
of  Quick  &  Reilly,  noted  that  his  firm 
may  go  further  and  cited  a  recent  in- 
stance of  warrants  about  to  expire 
without  word  from  the  client:  "We 
exercised  the  warrants  and  sent  him  a 
telegram." 

What  was  the  percentage  of  unten- 
dered  Phillips  shares  at  Quick  &  Reil- 


Tender  tricks 


A  funny  thing  happened  to  Phillips  Petroleum  stock 
.on  Mar.  18,  the  Monday  after  the  Mar.  15  deadline 
for  participating  in  the  company's  lucrative  tender 
offer.  It  went  up. 

Brokers  offer  the  following  explanation.  One  way  for 
an  investor  to  improve  his  return  on  a  prorated  tender 
offering  is  to  tender  more  shares  than  he  actually  owns. 
By  short-tendering,  as  it's  called,  he  gets  a  dispropor- 
tionate number  of  his  shares  accepted.  That  practice  is 
illegal,  but  resourceful  investors  could  have  used  a 
loophole  in  securities  regulations  to  employ  a  similar 
tactic  in  the  Phillips  tender:  They  could  tender  all  their 
Phillips  shares  but  then  sell  call  options  against  them 
as  well.  Since  the  buyer  of  the  calls  would  want  to 
exercise  the  calls  and  tender,  too,  the  seller  is  effective- 
ly short-tendering  his  original  Phillips  shares. 

In  the  aftermath  of  the  tender,  investors  scrambled 
to  find  stock  to  cover  the  short  positions  their  options 
created.  Stock  had  to  be  delivered  within  five  business 
days  to  the  options  exercisers.  That  meant  the  "when- 
distributed"  Phillips  stock*  was  not  usable  to  cover 
short  positions.  And  that  is  why,  after  opening  along- 

*The  right  to  receive  the  unaccepted  shares  that  Phillips  willfinisl)  returning  m 
mid-April 


side  when-distributed  Phillips  at  363/4,  old  Phillips 
jumped,  ending  the  day  73/4  points  higher  than  the 
when-distributed  stock. 

But  the  monkeyshines  had  only  begun.  Evidently, 
investors  who  bought  old  Phillips  on  Mar.  18  expected 
that  they  could  use  the  shares  to  cover  calls  that  had 
been  exercised  against  them  the  previous  Friday.  That 
is  because  call  owners  had  an  extension  on  the  deadline 
for  delivering  shares  to  Phillips  for  the  tender — pro- 
vided their  brokers  "certified"  they  would  have  deliv- 
erable stock. 

The  neat  delivery  chain  collapsed,  however,  when 
sellers  of  the  old  Phillips  shares  failed  to  honor  their 
delivery  dates,  according  to  one  broker.  He  says  his 
customers  were  left  high  and  dry  by  sellers  of  12,000 
Phillips  shares  and  had  to  borrow  stock  at  large  premi- 
ums to  meet  the  calls. 

Confusing?  The  brokers  were  plenty  confused  at 
what  was  going  on  that  hectic  Monday  after  the  tender- 
ing deadline.  There  were  plenty  of  accusations  of  il- 
legal short-tendering — none  proved. 

A  new  SEC  rule  (effective  Apr.  1)  forbids  writing  in- 
the-money  calls  against  shares  that  have  been  ten- 
dered. That  may  or  may  not  be  the  end  of  underhanded 
tendering. — R.M. 
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ly?  No  information  was  forthcoming 
on  this  point.  What  about  Merrill 
Lynch?  "We  don't  talk  about  what  our 
customers  do.  I  doubt  you  are  going  to 
find  out  about  Phillips  from  any- 
body," Merrill  told  the  committee. 

But  further  inquiries  revealed  a 
good  reason  for  brokers  not  to  be  dili- 
gent in  tracking  down  wayward  hold- 
ers who  left  no  instructions.  Shares 
left  in  the  custody  of  brokers  in  mar- 
gin or  managed-cash-type  accounts 
could  have  been  used  to  make  sub- 
stantial windfall  profits — for  the 
broker. 

A  reminder  of  the  Phillips  recapital- 
ization will  be  helpful  here.  The  com- 
pany decided  to  exchange  debt  for  half 
its  shares.  For  every  two  shares  ten- 
dered, the  holder  was  to  get  back  a 
package  of  debt  securities  worth  $62 
and  one  share  of  stock.  Before  the 
offer  expired,  the  old  stock  was  trad- 
ing at  around  $49  a  share.  That  means 
that  the  new  stock  would  be  worth 
only  $36.  Why?  Twice  $49  minus  $62 
equals  $36.  (Because  not  all  shares 
were  tendered,  the  shareholders  actu- 
ally got  bonds  for  slightly  more  than 
half  their  stock — but  that  is  a  fine 
point.)  Again,  in  round  numbers:  A 
200-share,  $9,800  position  in  the  old 
stock  was  going  to  turn  into  $3,600 
worth  of  new  stock  and  $6,200  worth 
of  bonds. 

The  expected  disparity  between  the 
value  of  old  Phillips  and  the  value  of 
new  Phillips  created  considerable  de- 
mand for  borrowed  Phillips  stock. 
Short-sellers  and  various  other  inves- 
tors had  been  maneuvering  to  in- 
crease their  profit  on  the  Phillips 
tender  (see  box,  p.  57).  These  efforts 
created  a  demand  for  untendered  Phil- 
lips shares,  to  replace  shares  that  had 
been  called  away  or  sold  short.  While 
the  tender  was  under  way,  the  premi- 
um exacted  by  lenders  of  Phillips 
stock  certificates  ranged  from  $4  to  $9 
a  share,  prices  that  one  arbitrager 
terms  "obscene."  In  most  circum- 
stances, stock  certificates  are  lent  at 
no  premium  at  all. 

Phillips  shares  owned  by  alert  in- 
vestors were,  of  course,  en  route  to 
Phillips  and  unavailable.  But  what 
about  stock  owned  by  the  aforemen- 
tioned dummies?  Some  of  it,  appar- 
ently, was  available.  When  stock  is 
bought  on  margin,  the  investor  signs 
an  agreement  allowing  his  broker  to 
lend  out  his  securities.  Also,  most  so- 
called  managed  cash  accounts  are 
automatically  deemed  margin  ac- 
counts. Margin  accounts  owned  by 
customers  who  didn't  respond  to  the 
tender  thus  provided  a  potential  sup- 
ply of  lendable  certificates. 

Precisely  how  much  lending  took 


place  from  nontendering  margin  ac- 
counts? Evidence  is  not  available  on 
this  point.  Brokers  complained  of 
enormous  premiums  being  charged 
for  borrowed  stock,  but  few  would 
admit  to  lending  it.  Shearson  Lehman 
Brothers  Senior  Executive  Vice  Presi- 
dent Victor  Samra  averred  that  he  lent 
stock,  the  stock  being  obtained  "from 
institutional  investors,  mostly."  (Ap- 
parently some  institutions  did  not 
have  time  to  read  the  prospectus,  ei- 
ther. It  came  less  than  two  weeks 
before  the  tendering  deadline.)  Samra 
said  he  wasn't  sure  whether  his  firm 
got  a  premium. 
It  further  appears  that  none  of  the 


loan  premiums  found  their  way  back 
to  the  accounts  of  the  nontendering 
customers  who  made  it  all  possible. 
The  following  testimony  is  from  a 
vice  president  at  a  small  firm  in  New 
York  City,  who  was  guaranteed  ano- 
nymity in  return  for  his  statement. 
"Everyone  supped  at  the  expense  of 
the  negligent  Phillips  shareholder 
who  left  his  stock  in  street  name. 
That  guy  was  carved  up  on  the  table." 
The  committee  concludes  that  the 
brokers  did  nothing  wrong,  or  at  least 
nothing  actionable.  If  it  weren't  the 
case  that  8.6%  of  the  world  is  slow  on 
its  feet,  how  would  some  others  get 
rich?  ■ 


By  Toni  Mack 


The  natural  gas  industry  is  moving  into  the 
world  of  competition.  Some  will  sink  and 
some  will  swim,  says  Arlon  Tussing,  who 
has  a  winning  record  on  predictions. 

The  coming  world 
of  anything  goes 


to  control  the  price.  The  market  value 
of  gas  will  be  determined  in  competi- 
tion with  other  fuels  and  electricity.  It 
will  only  be  the  sheerest  of  accidents 
if  the  margin  between  the  price  of  gas 
in  the  field  and  the  market  value  to 
final  customers  equals  the  rates  that 
would  be  set  by  regulators  under  tra- 
ditional cost-of-service  pricing. 

"One  of  the  biggest  problems  is  that 
many  executives  think  just  like  regu- 
lators and  Congress.  Regardless  of 
their  official  economic  philosophies, 
they  don't  like  or  trust  competitive 
markets.  They,  prefer  a  visible  hand, 
however  palsied,  to  an  invisible  one." 

Today  the  pipelines'  average  costs 
for  gas  run  from  $2  per  thousand  cubic 
feet  (mcf)  to  more  than  $4  per  mcf. 
That  disparity  will  narrow  in  two  to 
three  years  as  contracts  expire  and  are 
renegotiated.  Then,  says  Arlon  Tuss- 
ing, the  gas  transportation  costs  will 
be  important. 

"You'll  see  the  competitive  advan- 
tage shifting.  For  instance,  Transco 
and  Columbia  Gas  System  have 
among  the  highest  purchase  costs, 
and  they've  been  the  most  troubled 


Arlon  R.  Tussing  has  run  up  an 
enviable  record  predicting 
i  swings  in  the  volatile  energy 
business,  particularly  in  natural  gas. 
He  called  the  turn  on  prices  in  1980. 
In  1981  he  forecast  that  pipelines  then 
contracting  to  take  high-priced  gas  or 
pay  for  it  anyway  would  break  their 
contracts  and  take  the  lawsuits, 
which  they  did.  In  1983  he  predicted 
the  industry  would  rediscover  the 
Sherman  Act.  The  state  of  Illinois  is 
now  suing  Panhandle  Eastern  Corp., 
and  Mobil  Corp.  is  suing  Transco  En- 
ergy Co.,  both  on  antitrust  grounds. 

What  next,  Forbes  asked  Tussing 
(pronounced  Too-sing),  a  51 -year-old, 
blue-eyed  and  jut-jawed  Seattle-based 
consultant. 

Deregulation,  in  fact  if  not  in  law,  is 
here,  he  says,  and  companies  in  the 
gas  business  aren't  particularly  happy 
about  it.  Says  Tussing: 

"In  this  new  market,  wellhead 
prices  will  be  determined  by  competi- 
tion, and  neither  the  regulators  nor 
the  regulated  companies  will  be  able 
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Energy  consultant  Arlon  R.  Tussing 

Everything  that  isn't  expressly  prohibited  can  be  done. 


Doug  Wilson/Black  Star 


pipelines  competing  in  the  Middle  At- 
lantic states.  But  they  both  have  ma- 
ture systems  that  have  been  pretty 
much  written  off.  If  either  could  get 
its  gas  purchase  costs  down  [Colum- 
bia Gas  in  April  agreed  to  lower  the 
price  for  its  gas  to  keep  from  losing 
more  business],  it  would  be  in  a  rela- 
tively strong  competitive  position." 

Most  gas  distributors — the  compa- 
nies taking  gas  from  pipelines  and  de- 
livering it  to  the  customers — still  re- 
sist competition,  and  that's  where 
Tussing  expects  to  see  the  greatest 
turmoil. 

"They  are  still  mentally  and  emo- 
tionally in  the  1970s.  Most  rate  cases 
at  the  state  level  are  still  for  higher 
rates.  Depending  on  how  price-sensi- 
tive their  load  [demand]  is,  they  can 
get  into  what  I  call  the  death  spiral, 
where  higher  rates  and  load  loss  drive 
each  other." 

Attempts  by  pipelines  or  distribu- 
tors to  hold  their  monopolies  will  be 
futile,  he  thinks.  Transco  and  Pan- 
handle Eastern  are  being  sued  under 
antitrust  laws  for  using  their  monopo- 
ly position  to  block  competition  (that 


is,  not  moving  competitive  gas)  or 
otherwise  gain  an  advantage. 

A  second  trend  is  the  building  of 
pipelines  to  bypass  higher-priced  sup- 
pliers. Bethlehem  Steel  is  trying  to 
bypass  Northern  Indiana  Public  Ser- 
vice Co.  by  building  a  spur  to  a  pipe- 
line a  few  miles  away  owned  by 
American  Natural  Resources  Co. 
(now  merging  with  Coastal  Corp.). 
Bethlehem  would  be  able  to  buy  gas 
for  about  $1  per  mcf  under  Nipsco's 
rate.  There  are  already  two  applicants, 
and  there  may  be  four,  to  build  an 
interstate  pipeline  into  California's 
Kern  County  to  serve  the  growing  en- 
hanced oil  recovery  market  there.  The 
purpose  is  to  bypass  both  Pacific  Gas 
&  Electric  and  its  regulator,  the  Cali- 
fornia Public  Utilities  Commission, 
notorious  for  the  high  prices  it  toler- 
ates for  industrial  customers  in  the 
name  of  the  consumer. 

"The  basic  natural  monopoly  argu- 
ment," says  Tussing,  "is  that  the  cost 
of  service  for  one  pipeline  is  less  than 
the  cost  of  service  for  two  smaller- 
scale  pipelines.  It  follows  that  it  is 
also  possible  for  everybody  to  get  a 


lower  rate  under  monopoly.  But  the 
test  of  that  is  in  the  doing.  If  the 
monopoly,  even  a  regulated  monopo- 
ly, is  mainly  used  to  rip  off  customers, 
then  the  natural  monopoly  argument 
crumbles.  So  if  Bethlehem  or  any  oth- 
er customer  can  get  a  better  rate  by 
building  an  additional  pipeline,  then 
let  them  do  it.  If  it  is  cheaper  for 
everybody  collectively  to  be  the  only 
pipe  in  the  area,  then  Nipsco  and 
PG&E  had  damn  well  better  provide 
cheaper  service  to  everyone." 

Tussing  also  predicts  the  natural 
gas  industry  will  face  competition 
from  electric  utilities.  Today  those 
utilities  are  raising  rates.  "That  will 
cause  a  fall  in  consumption  from  nor- 
mal markets,  so  they  will  be  desper- 
ately trying  to  flog  off  extra  power  for 
anything  over  variable  costs, "  he  says. 
"The  electric  utilities  haven't  quite 
caught  on  yet,  but  they  will." 

With  all  these  troubles,  Tussing 
sees  some  pipelines  and  gas  distribu- 
tors pushed  to  the  wall.  "There's  a 
one-word  term  for  that:  bankruptcy." 
He  hesitates,  then  adds  that  there  are 
also  shotgun  weddings. 

But  it  isn't  all  gloom.  Says  Tussing: 
"One  area  of  enormous  potential  for 
arbitrage  profits  and  for  marketing 
and  transportation  is  replacing  the 
physical  movement  of  gas  with  ex- 
change and  displacement  transac- 
tions. The  pipeline  system  in  North 
America  is  like  a  big  swimming  pool: 
You  can  take  a  bucket  of  water  from 
one  end  and  dump  a  bucket  of  water 
in  the  other  end,  without  physically 
carrying  the  bucket  from  one  end  to 
the  other." 

For  example,  instead  of  building  a 
pipeline  to  carry  western  Canadian 
gas  to  New  England,  there's  a  proposal 
to  use  existing  lines  to  carry  the  Cana- 
dian gas  to  the  Midwest.  It  would  be 
traded  for  Texas  gas,  aimed  at  the 
Midwest,  which  could  be  diverted 
eastward  through  existing  lines. 

Tussing  thinks  Kenneth  L.  Lay, 
now  chairman  of  Houston  Natural 
Gas  Corp.,  represents  the  new  type  of 
thinking  coming  into  the  business. 
"While  Lay  was  president  of  Transco, 
Transco  invented  the  whole  notion  of 
using  spot  market  gas  to  regain  lost 
customers  [lost  because  its  contract 
gas  prices  were  too  high],"  Tussing 
says.  Lay  has  directed  $1.2  billion  in 
acquisitions  for  Houston  Natural,  and 
with  two  other  companies  has  pro- 
posed one  of  the  pipelines  into  Kern 
County,  Calif.  "Something  he  did  at 
Transco  and  is  now  doing  at  HNG  is 
completely  swamping  the  regulators 
with  proposals  within  the  existing 
framework,  which  keeps  them  off- 
balance,"  says  Tussing. 
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Buyer  beware 


If  Arlon  Tussing  is  right,  natural  gas  companies— 
and  their  stocks — are  in  for  it.  "Whenever  an  indus- 
try gets  deregulated,  everybody  gets  clobbered  initial- 
ly, even  the  good  companies.  So  earnings  will  be  under 
pressure  for  all  companies  for  several  years,"  says 
Foster  Corwith,  an  analyst  for  Dean  Witter  Reynolds. 

But  there  will  ultimately  be  winners.  Analyst  John 
Olson  of  Drexel  Bumham  Lambert  likes  the  pros- 
pects, over  the  long  haul,  of  Houston  Natural  Gas, 
which  recently  moved  into  Florida  and  California 
through  acquisitions,  and  Lear  Petroleum  Corp.,  an 
aggressive  pipehner  in  Texas  and  Oklahoma. 

Among  the  big  interstate  pipelines,  MidCon  Corp. 
and  InterNorth  Inc.  are  considered  standouts  for  their 
efficiency,  low-cost  gas  and  competitive  ability.  They 
also  avoided  most  of  the  contract  and  regulatory  prob- 
lems that  plague  others.  Others  getting  favorable  re- 
views include  Texas  Eastern  Corp.  and  Coastal  Corp. 


The  pariah  of  the  group  is  Columbia  Gas  System.  It 
has  high-cost  gas  (Columbia  is  trying  to  renegotiate  its 
contracts),  fading  markets  (particularly  in  the  East  and 
Midwest),  crippling  contract  problems  and  regulation 
by  two  federal  and  seven  state  agencies.  "It's  got  a  lot 
of  things  going  against  it,"  says  Tussing. 

On  the  plus  side,  of  course,  stock  prices  already 
have  been  pumped  up  in  anticipation  of  takeovers,  as 
other  pipelines  seek  access  to  markets  and  low-cost 
gas.  Producing  properties  also  are  spun  off  into  public- 
ly traded  limited  partnerships  as  an  antitakeover  tech- 
nique, which  pushes  up  stock  prices. 

But  there's  a  necessary  caution.  "The  problem  is 
that  you  can't  tell  who  is  shark  and  who  is  lunch," 
says  R.  Gamble  Baldwin,  analyst  for  First  Boston 
Corp.  The  effect,  he  says,  is  that  "the  natural  gas 
group  by  and  large  is  overvalued  in  relation  to  its 
fundamental  outlook." — T.M. 


He  sees  this  as  an  evolution  of  man- 
agement, drawing  analogies  to  bank- 
ing. "Natural  gas  has  been  pretty 
much  a  deadhead  industry  in  both 
pipelines  and  distribution,  and  the 
whole  presumption  has  been  that 
anything  not  specifically  approved  by 
regulators  in  advance  is  out  of  bounds. 
That's  where  the  bankers  were  20 
years  ago.  Bankers  did  only  what 
bankers  had  always  done. 


"But  something  happened.  Bankers 
left  behind  the  old  banker  mentality. 
They  assumed  that  everything  that 
isn't  expressly  prohibited  can  be  done, 
and  put  the  onus  on  the  regulators  to 
stop  them.  Once  you  had  some  people 
with  imagination  out  there,  any  deal 
became  doable  under  some  combina- 
tion or  permutation  of  existing  insti- 
tutions and  rules.  What  Congress  and 
the  regulators  have  to  say — interstate 


banking  is  a  good  example — has  no 
relevance. 

"We're  moving  in  that  direction 
with  natural  gas.  The  most  interest- 
ing things  are  the  ones  not  foresee- 
able, because  they  will  be  the  result  of 
innovations  by  contrarian  individ- 
uals. You  now  have  a  handful  of  peo- 
ple who  start  with  the  premise  that 
everything  not  expressly  forbidden  is 
allowable."  ■ 


Meet  Pat  McGovern,  the  centimillionaire 
magnate  of  computer  publishing — as  un- 
likely a  magnate  as  ever  was. 


As  you  give 


By  Richard  Behar 

F Patrick  McGovern  plans  to 
"give  away  his  computer  pub- 
lishing empire  when  his  Interna- 
tional Data  Group,  outside  Boston, 
reaches  $1  billion  in  sales.  He  says  he 
will  then  turn  over  51%  of  the  firm  to 
his  employees.  McGovern  has  already 
sold  15%  of  the  company  to  a  profit- 
sharing  employee  trust. 
Says  McGovern:  "I  won't  have  at 


IDG  what's  happened  in  so  many  oth- 
er businesses,  where  the  owner  dies  or 
sells  and  a  new  team  replaces  the  peo- 
ple who  have  given  so  much  blood, 
sweat,  toil  and  tears.  What  we  try  to 
do  is  build  a  total  common  family." 

Of  course,  IDG  still  has  a  good 
way  to  go;  its  revenues  in  1984, 
triple  those  of  1981,  were  just  $225 
million,  but  McGovern  figures  that 
revenues  will  reach  the  $1  billion 
mark  by  1990. 


McGovern  is  an  intensely  private 
person.  IDG  has  41  corporate  units, 
each  with  its  own  president  and  busi- 
ness plan.  His  name  appears  only  in 
Computerworld.  But  he  founded,  con- 
trols and  runs  the  U.S.'  biggest  chain 
of  computer  publications,  62  at  last 
count,  as  well  as  the  biggest  computer 
market  research  firm.  IDG  is  private, 
with  profits  reportedly  running  about 
$20  million  a  year  and  no  debt.  His 
wealth  is  estimated  at  $250  million  or 
so,  and  he  says  he's  been  offered 
around  $500  million  for  his  company. 

McGovern,  a  construction  manag- 
er's son,  caught  the  computer  bug  in 
the  tenth  grade  after  reading  a  book. 
Thirty-three  years  later  he  still  re- 
members the  title:  Giant  Brains;  or, 
Machines  That  Think.  Inspired,  he  built 
a  computer  that  was  unbeatable  in 
ticktacktoe.  That  won  him  a  scholar- 
ship to  MIT.  He  helped  pay  for  school 
by  editing  a  Boston-based  computer 
magazine  run  by  Edmund  Berkeley, 
the  author  of  Giant  Brains.  After  col- 
lege McGovern  put  an  idea  to  work. 
He  realized  that  IBM's  rivals  lacked 
information  about  computer  custom- 
ers; remember,  this  was  1964.  He  per- 
suaded firms  like  Xerox,  Burroughs 
and  Univac  to  prepay  $7,500  each  for 
a  census  report,  gathered  in  $75,000 
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Patrick  McGovem  and  "Chairman  Pat" 

"Living  ostentatiously  means  just  putting  other  people  down.' 


Richard  Howard 


and  hired  high  school  students  to 
count  computers  around  the  country. 
So  began  his  empire. 

Today  he  uses  that  strong  research 
arm  (500  employees)  to  provide  com- 
puter market  reports  for  big  corporate 
clients  and  to  learn  what  markets  are 
prime  for  publishing.  Computerworld, 
his  flagship  weekly,  was  launched  in 
1967,  long  before  the  computer  boom, 
and  is  the  industry  leader  in  computer 
publications  with  $60  million  in  rev- 
enues and  more  than  half  of  IDG's 
total  profits.  Computerworld' 's  U.S.  cir- 
culation tops  125,000,  and  there  are 
local  editions  in  20  countries. 

The  62  publications,  including 
InfoWorld,  PC  World  and  Macworld, 
have  a  total  paid  circulation  of  nearly 
1.8  million.  China  Computerworld,  a 
joint  venture  with  the  People's  Re- 
public, was  launched  in  1980  and  now 
has  100,000  paid  subscribers  and  40% 
profit  margins,  he  says.  He  even  plans 
a  magazine  for  Eastern  Europe. 

The  computer  research  field  is 
crowded  today,  but  McGovern  says  he 
has  about  25%  of  the  estimated  $150 
million  market.  In  publishing,  a 
shakeout  is  under  way  among  the 
smaller  firms  squeezed  by  IDG,  Ziff- 
Davis  and  McGraw-Hill.  Of  some  120 
larger  publications  now  fighting  for 


readers  and  ads,  McGovern  thinks 
maybe  50  can  survive. 

McGovern  has  already  figured  out 
what  he  will  do  when  control  of  IDG 
finally  passes  to  its  employees:  He 
will  invest  in  Japan,  where  he  now 
spends  a  fifth  of  his  time  preparing  for 
that  second  career.  He  believes  that  in 
1982  he  became  Japan's  second  gov- 
ernment-approved foreign  venture 
capitalist.  Since  then  he  has  invested 
$5  million  in  ten  computer  startups 
through  his  Pacific  Technology  Ven- 
ture Fund.  "The  energy  level,  skills 
and  markets  are  there  to  support 
young  enterprises,"  he  says.  "But  Jap- 
anese institutions  have  not  been  will- 
ing to  be  speculative,  and  young  en- 
trepreneurs often  have  to  rely  on  per- 
sonal or  family  funds." 

He  talks  of  helping  mankind  by 
bringing  countries  together  in  an  in- 
terdependent world  market.  He  imag- 
ines rival  countries  feeding  data  into 
computers  and  sharing  the  results  on 
issues  like  arms  control.  "The  neu- 
trality of  the  computer  makes  people 
feel  they  are  getting  a  moderator  that 
doesn't  have  an  ax  to  grind,"  he  says. 
"I  have  a  feeling  that  as  people  get 
more  of  a  chance  to  intercommuni- 
cate together  they  gain  more  under- 
standing of  each  other.  That  will  re- 


sult in  more  world  harmony." 

McGovern  is  a  workaholic,  notori- 
ous for  ignoring  almost  anything  ex- 
cept business.  When  he  flies,  coach 
class,  he  takes  a  sack  with  70  or  so 
pounds  of  books  and  papers,  and  his 
Mercedes  is  nine  years  old.  "I  think 
living  ostentatiously  means  just  put- 
ting other  people  down,  and  that  is 
not  what  appeals  to  me." 

His  first  marriage  ended  in  divorce. 
His  current  wife  is  Lore  Harp,  who  in 
1976  cofounded  Vector  Graphic  but 
now  works  with  McGovern  in  ven- 
ture capital  in  San  Francisco — to 
which  he  flies  for  weekends  from  his 
home  in  New  Hampshire. 

One  of  the  reasons  for  his  success  is 
the  respect  he  has  won  in  the  busi- 
ness. "Anybody  who  needs  money  in 
the  computer  publishing  field  is  at 
McGovern's  door,"  says  Frank  Kline 
Jr.,  a  former  IDG  associate  now  with 
Drexel  Burnham.  "The  problem  is, 
there's  only  one  Pat  McGovern  and 
just  so  many  hours  in  a  day." 

Loyalty  given  is  loyalty  repaid.  Em- 
ployees once  created  a  papier-mache 
dummy  and  named  it  Chairman  Pat. 
The  idea  was  to  have  the  boss  around 
even  when  he  wasn't. 

Says  McGovern,  "As  you  give,  so 
shall  you  receive."  ■ 
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Start  with  the  idea  that  nothing 
is  impossible. 

Take  Wolfgang  Berger  for 
instance.  He  wasn't  always  head  of 
Quality  Control  at  Porsche's  produc- 
tion facility  in  Zuffenhausen. 

Once,  he  was  just  a  race  fan.  A 
12-year-old  kid  who  would  poke  his 
nose  through  a  chain-link  fence  just 
to  get  a  better  glimpse  of  a  pit  crew. 

He  found  his  way  to  Porsche  the 
way  the  best  always  do.  By  following 


his  passion  for  making  cars  go  fastei 
And  by  believing  it  wasn't  impos- 
sible to  be  on  the  other  side  of  that 
chain-link  fence. 

As  a  part  of  the  racing  depart- 
ment, Berger  was  Project  Manager  01 
the  911  Carrera  RS  and  RSR.  Worked' 
on  the  934  and  936  race  cars.  And 
assisted  Helmut  Flegl  with  the  Can 
Am  racers. 

He  remembers  when  the  Researc 
&  Development  Center  at  Weissach 
was  just  a  test  track.  No  canteen.  Nc 
telephones. 
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anything  is  possible. 


He  would  bring  his  lunch  and  eat 
mi  the  track  while  he  and  the  crew 
jut  a  prototype  through  its  paces. 

It's  on  the  track  that  people  like 
Merger  learn  the  simple  principles 
)f  racing:  the  importance  of  team- 
work. That  if  you  aren't  prepared  to 
;tart,  you  aren't  prepared  to  win.  And 
he  purpose  behind  the  ongoing 
jursuit  of  "zero  defects'.' 

But  most  important,  it  is  on  the 
rack  that  they  learn  the  value  of  an 


attitude:  that  even  the  unthinkable 
is  worth  a  shot. 

It  is  the  unthinkable,  after  all,  that 
enables  us  to  dominate  Le  Mans 
year  after  year  with  race  cars  like  the 
one  you  see  here. 

It  is  the  unthinkable  that,  one 
year,  drove  head  designer  Tony  Lapine 
to  paint  our  race  car  purple  and  green. 
In  paisleys. 

It  is  the  unthinkable  that  led  him, 
some  years  later,  to  design  the  car  on 
the  following  page. 


956  6-cylinder,  horizontally  opposed,  four  overhead 
camshafts,  4  valves  per  cylinder,  water/ air-cooled  mid 
engine  with  twin  intercooled  turbochargers,  2649cc's, 
630  hp.  Weight:  1848  lbs.  Top  speed:  233  mph. 
Monocoque  chassis.  Ground  effect  design. 
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Why  we  teach  oursel 


On  the  wall  near  head  designer 
Tony  Lapine's  drafting  table  hangs 
his  favorite  trophy. 

Not  a  silver  cup  with  a  race  car 
on  top,  but  the  broken  stem  of  a 
champagne  glass  mounted  in  lucite. 

The  same  glass  that  Professor 
Porsche  threw  against  the  wheel  of 
the  928  to  celebrate  the  final 
approval  of  its  design. 

And  while  that  trophy  may  not 
symbolize  a  particular  racing 
victory,  it  does  symbolize  what  may 
be  the  most  important  thing  Tony 
and  those  who  work  with  him  have 


learned  from  racing. 

Calculated  irreverence. 

Like  all  Porsches,  the  928  begaij 
as  a  challenge:  to  build  a  car  that 
would  satisfy  Professor  Porsche's 
obsession  with  technological  lead- 1 
ership.  And  keep  R&D  entertained 
at  the  same  time. 

Having  already  built  the  911, 
neither  task  would  be  easy. 

But  endless  arguments  later,  thi 
928  team  arrived  at  precisely  what 
Professor  Porsche  had  expected. 
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s  anything  is  possible, 


The  unexpected. 

The  first  front-engine,  liquid- 
cooled  V-8,  transaxle,  grand-touring 
luxury  coupe  ever  to  share  his  name. 

A  car  with  a  top  speed  of  144  mph. 

And  an  air  conditioned  glove  box. 

Of  course,  no  sooner  had  the 
paint  dried  on  the  first  production 
928  in  Zuffenhausen,  when  engineers 
were  back  to  arguing  over  bottles  of 
DinkelAcker  at  the  R&D  canteen 
in  Weissach. 

Someone  over  in  Engine  Develop- 
ment with  a  particular  fondness  for 


working  late  proposed  that  a  4-valve 
design  could  do  for  the  928  V-8  what 
it  does  for  the  TAG  Turbo  POl  engine 
and  the  956. 

Eighteen  months  later,  the  first 
928  4-valve  turned  a  test  lap. 

Top  speed:  155  mph. 

The  4-valve  technology  had  not 
only  added  54  horsepower,  it  had 
improved  everything  from  low  rpm 
torque  to  fuel  economy. 

Meanwhile,  Tony  Lapine  sits  in 
his  swivel  chair  eyeing  a  schematic 
of  the  928,  and  wonders. 

What  would  happen  if? 
f=czdf=i^c=:i — I 


928S  8-cy Under,  90  degree  V,  four  overhead  camshafts, 
four  valves  per  cylinder,  liquid-cooled  front  engine,  4957 cc's, 
288  hp.,  transaxle.  Weight:  3385  lbs.  Top  speed:  155  mph. 
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Recognizing  that  bigger  isnt  necessarily  better,  Exxon's  manag- 
ers have  been  rigorously  shrinking  their  company.  Not  just 
making  it  a  lot  smaller  but  making  it  a  lot  better. 


Exxon  proves 

that  big 

doesn't  mean  rigid 


B 


oone  Pickens  has  nice 
things  to  say  about  the 
U.S.'  largest  oil  com- 
pany. This  may  simply 
be  because  Exxon  is  well 
beyond  his  reach.  While 
Exxon  executives  may  be  a  little  un- 
easy about  accepting  compliments 
from  such  a  source,  most  of  them, 
from  Chairman  Clifton  C.  Garvin  Jr. 
on  down,  seem  frankly  tickled. 

Tickled  not  because  they  admire 
the  man  but  because  people  like  Pick- 
ens rarely  praise  the  managements'  of 
big  companies.  Exxon  is  not  only  the 
U.S.'  largest  oil  company  but  also  its 
largest  corporation,  and  large  corpora- 
tions are  generally  supposed  to  be  in- 
tractable, inflexible  and  largely  un- 
manageable. 

Big,  yes:  $63.3  billion  in  assets, 
$97.3  billion  in  revenues,  a  $5.5  bil- 
lion net  profit.  Oil,  gas  and  product 
pipelines:  29,000  miles.  Service  sta- 
tions: 50,000.  Reserves:  15  billion  bar- 
rels, probably  worth  $65  billion  or 
more.  That  isn't  all:  It's  fourth  among 
U.S.  chemical  producers,  fifth  in  coal, 
and  one  of  the  larger  industrial  and 
telecommunications  equipment 

makers.  Plus  it  has  extensive  holdings 
in  copper,  lead,  zinc,  gold,  uranium, 
oil  shale  and  mm. 

Intractable  .  unmanage- 

able?  Quite  the 


By  James  Cook 


comes  to  realizing  the  corporation's 
underlying  values  for  its  stock- 
holders, none  of  the  industry's  giants 
(except  Standard  of  Indiana)  can  come 
even  close  (see  chart,  p.  74).  Exxon's 
earnings  are  up  40%  in  three  years,  to 
$6.77  a  share.  Last  year  it  topped  its 
1980  record  of  $6.49  a  share — despite 
a  4%  drop  in  production  and  a  3.5% 
drop  in  price.  It  has  raised  its  dividend 
twice  in  the  last  two  years.  At  a  time 
when  most  of  the  international  oils 
are  selling  well  below  their  1980 
highs,  Exxon  stock  set  a  new  alltime 
high  this  year. 

Now,  here's  the  significant  thing: 
Exxon  is  doing  well  not  because  it  is 
growing  but  because  it  is  shrinking. 
Its  product  sales  were  down  21  %  from 
1979,  natural  gas  sales  down  24%.  A 
decade  ago  Exxon's  production 
equaled  63%  of  the  5  million  barrels 
of  oil  a  day  it  marketed  worldwide. 
Last  year  it  brought  from  the  ground 
less  than  40%  of  the  4.2  million  bar- 
rels Exxon  now  markets. 

"Over  the  last  15  years,"  says  Jack 
F.  Bennett,  Exxon's  senior  vice  presi- 
dent, "the  company  has  faced  two 
rather  major  traumas.  One  was  hav- 
ing  our  assets  nationalized  in  Saudi 
and  Venezuela.  The  other  was, 
•ibarrassing  extent,  overesti- 


mating the  growth  in  demand." 

Two  tough  blows,  though  neither 
was  management's  fault.  Wasn't 
management  to  blame  for  failing  to 
foresee  the  oil  glut?  But  who  did  fore- 
see it?  Not  Forbes.  Nor  the  experts. 

Nationalization  cost  Exxon  much 
of  its  crude.  Then,  when  OPEC  dou- 
bled the  price  of  crude  six  years  ago, 
growth  went  out  of  the  oil  business. 
Exxon  and  the  rest  of  the  industry 
were  left  with  an  enormous  amount 
of  excess  downstream  capacity,  ca- 
pacity designed  to  serve  a  demand 
that  in  fact  never  developed.  World- 
wide demand  dropped  from  52  mil- 
lion barrels  a  day  in  1979  to  46  mil- 
lion last  year. 

The  price  prospects  are  grim.  Exxon 
believes  that  oil  prices  are  unlikely  to 
improve  much  for  the  balance  of  the 
decade,  and  perhaps  well  into  the 
Nineties. 

So,  oil's  fabulous  future  vanished 
like  the  mirage  it  was,  and  harsh  reali- 
ty took  over.  The  reversal  of  prospects 
left  much  of  the  industry  in  a  state  of 
shock.  Many  in  the  industry  refused 
to  face  the  facts.  Others  were  simply 

Exxon  Chairman  Clifton  C  Garvin 
While    others     were     traumatized, 
Exxon  saw   what   was    happening 
and  moved  to  contain  the  damage. 
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"The  company  faced  two 

major  traumas.  One  was  having 

our  assets  nationalized. 

The  other  was 
overestimating  demand." 


traumatized.  But  Exxon  saw  what  was 
happening  and  moved  decisively  to 
contain  the  damage. 

In  succession,  it  shelved  three  enor- 
mously expensive  projects,  the  eco- 
nomics of  which  depended  on  rising 
oil  prices:  a  $12  billion  heavy  oil  de- 
velopment in  Canada,  a  S3  billion 
synthetic  gas  project  in  Texas  and  a  $  1 
billion  oil  shale  project  in  Colorado. 
Exxon  began  cutting  back  everywhere 
to  fit  its  operations  to  the  shrinking 
opportunities. 

"I  refuse  to  accept  that  you  can't 
grow  your  business  without  high 
growth,"  says  Cliff  Garvin,  63,  a  large, 
relaxed  sheepdog  of  a  man.  "If  we 
can't  be  the  lowest-cost  operator  or 
see  a  way  to  become  that,  we  are  not 
going  to  be  in  that  business.  I  don't 
care  what  the  business  is.  That's  the 
only  way  you  can  survive  in  a  highly 
competitive  market." 

No  part  of  the  market  is  more  com- 
petitive these  days  than  refining, 
where  there  is  enormous  excess  ca- 
pacity and  more  coming  on  stream  as 
in  Saudi  Arabia,  Kuwait  and  Libya. 
Exxon  has  been  closing  refineries  as 
fast  as  it  can,  curtailing  capacity  at 
some,  upgrading  others  to  handle 
higher-valued  products  like  gasoline. 
Exxon  has  closed  service  stations  ev- 
erywhere in  the  world,  withdrawing 
entirely  from  some  regions  in  the  U.S. 
(parts  of  northern  New  England,  up- 
state New  York,  Kentucky  and  Ohio, 
for  instance)  and  concentrating  on  the 
highest-volume  stations.  Nearly  ev- 
eryone is  cutting  back,  but  few  are 
doing  so  with  Exxon's  determination 
and  efficiency. 

Altogether,  Garvin  cut  Exxon's 
work  force  by  15%  in  five  years,  re- 
duced Exxon's  refining  capacity  by 
27%  and  its  service  station  network 
by  20%.  "They  made  a  few  decisions 
on  margin,"  says  First  Boston  analyst 
William  Randol,  "and  that  saved 
them,  we  calculate,  $1  billion  a  year 
pretax." 

"The  downstream  adjustmen 
not  finished 


Richard  Kruizenga.  A  probable  candi- 
date for  further  cutbacks  is  the  marine 
division.  The  division  has  lost  $343 
million  in  the  last  three  years  alone 
and,  despite  a  40%  reduction  in  capac- 
ity, remains  deeply  in  the  red. 

Upstream — in  the  exploration  and 
production  end  of  the  business,  where 
the  big  money  has  always  been — 
Exxon  is  as  aggressive  as  ever.  It  spent 
a  total  of  $9.8  billion  last  year,  mostly 
on  exploration  and  production,  and 
expects  to  spend  $10.5  billion  in  1985 
and  somewhat  more  in  1986  and 
1987.  Because  of  the  30%  drop  in 
drilling  costs,  Exxon  should  be  getting 
a  good  deal  more  for  its  money. 

It  has  no  choice.  Exploration  and 
production  is  where  Exxon  gets  the 
highest  return  (29.3%),  makes  the 
bulk  (87%)  of  its  profits  and  stands 
the  best  chance  of  increasing  its  earn- 
ings, in  the  short  run.  This  is  where 
Exxon  has  increased  its  profits  in 
recent  years — boosting  production  by 
nearly  5%  last  year,  20%  since  1981. 
How  so,  in  the  face  of  drooping  oil 
prices?  For  the  short  term  at  least, 
Exxon  is  cushioned  from  recent  price 
declines  by  the  high  taxes  it  pays  in 
much  of  the  world.  Tax  rates  run 
around  85%  in  most  countries,  so  that 
as  OPEC  prices  dropped  from  $34  to 
$28  a  barrel,  tax  revenues  have  borne 
the  brunt  of  the  declines. 

In  any  case,  Exxon  has  to  keep  re- 
placing the  oil  it  produces,  or  it  will 
eventually  run  out.  Unlike  most  of  its 
competitors  of  late,  Exxon  has  been 
remarkably  successful  at  replacing 
oil.  Its  reserves  have  increased  more 
than  its  production  in  four  of  the  past 
five  years,  partly  through  new  discov- 
eries and  partly  through  upgrading  as- 
sessments of  existing  reserves  as  it 
explores  their  potential. 

Exxon  is  so  conservative  that  its 
potential  reserves  are  probably  every 
bit  as  large  as  the  15  billion  barrels  of 
oil  and  gas  it  has  already  proved. 

Even  so,  the  world  is  running  out 
of  undiscovered  oil,  and  what  re- 
is   becoming  harder  and  in- 


creasingly costly  to  find.  At  the  mo- 
ment Exxon's  production  is  sus- 
tained by  the  development  of  the 
discoveries  of  the  Sixties  and  Seven- 
ties— rising  production  from  the 
North  Sea  and,  increasingly,  Malay- 
sia and  Australia — most  of  which 
weren't  producing  a  decade  ago.  But 
nothing  comparable  seems  in  the 
cards,  never  mind  a  discovery  of  the 
magnitude  of  Prudhoe  Bay,  Exxon's 
$4  billion  development  in  Alaska. 

Exxon  exploration  teams  are  at 
work  in  35  countries.  "We  could  have 
had  all  our  production  in  the  U.S.," 
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In  the  aftermath  of  the  Seventies,  Exxon  emerged  as  a  for  its  production,  and  it  was  increasingly  dependent 
very  different  company  from  what  it  had  been.  It  was  no  both  on  the  U.S.  and  on  new  producing  areas  like  the 
longer  dependent  on  the  Middle  East  for  its  reserves  or     North  Sea  and  the  Far  East-Australia. 


Percent  of  total  equity  production 


Percent  of  total  equity  reserves 


jJL| 


And  with  good  reason.  The  return  on 
its  downstream  operations  may  vary 
all  over  the  lot. 


Retain  on  average  capital  employed 
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But  its  upstream  operations,  source  of  87%  of  its 
income,  have  consistently  been  more  profitable 
overseas  than  they  are  in  the  U.S.  Great  risk 
naturally  enough  brings  greater  rewards. 
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says  Senior  Vice  President  Larry 
Rawl,  soon  to  be  Exxon's  president, 
"but  we  would  have  made  only  40% 
or  50%  of  what  we  did  if  we  had."  The 
returns  are  higher  abroad  than  they 
are  in  the  U.S.  (sometimes  three  times 
as  high)  and  higher  in  frontier  areas 
than  in  established  ones. 

It's  the  old  story:  The  greater  the 
risk,  the  greater  the  gains  for  those 
who  succeed.  About  50%  of  Exxon's 
exploration  budget  now  goes  over- 
seas, most  of  it  in  politically  stable 
regions  like  Canada  and  Western  Eu- 
rope, with  about  30%  spent  in  such 


frontier  areas  as  the  Bering  and  Beau- 
fort seas  off  Alaska,  or  in  the  South 
China  Sea. 

Exxon  invests  according  to  some 
fairly  rigid,  if  jealously  unspecified, 
investment  criteria  that  yielded  it  a 
comfortable  15.4%  return  on  capital 
last  year.  With  a  cash  flow  running 
around  $12  billion  a  year,  Exxon  can 
easily  finance  any  projects  it  thinks 
will  meet  these  criteria.  Trouble  is, 
there  aren't  enough  such  projects 
around.  What  Exxon  needs  is  a  super- 
nova of  a  project  on  the  scale  of  a 
Prudhoe  Bay,  but  it  hasn't  found  any 


since  1968  and  at  the  moment  seems 
unlikely  to.  Exxon  has  bought  some 
reserves  in  the  past  couple  of  years 
from  Petro-Lewis,  W.R.  Grace  and 
others,  but  the  amounts  have  been 
small.  How  about  acquiring  a  major 
oil  company?  Antitrust  is  one  prob- 
lem, but  there  is  a  deeper  one.  "It's 
not  a  matter  of  principle,"  Jack  Ben- 
nett says,  "it's  a  matter  of  price." 

Which  brings  up  a  touchy  subject: 
Exxon's  disastrous  ventures  outside 
oil.  "We've  had  some  experience," 
Bennett  says  wryly,  "that  suggests 
we're  not  the  world's  best  judge  of 
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THE  BLACK  HOLE  OF  AMERICAN  BUSIH 
UNTIL  AMERICAN  EXPRESS  FOUND  A  Bl 


That  dreaded  black  hole. 
It  seems  to  swallow 
travel  and  entertainment 
dollars  faster  than  any 
CFO  can  account 
for  them. 

But  take  heart.  Amer- 
ican Express  has  come 
up  with  something  that 
could  seal  the  black  hole 
once  and  tor  ail  A  1  i 
ly  advan  ,  that 

manage 


every  phase  of  your  com- 
pany's business  travel, 
from  ticketing  to  cash  ad- 
vances, straight  through 
to  reconciliation. 

It's  called  the  Travel 
Management  System 
and  it  can  save  you 
money  you  probably 
didn't  even  know  you 
were  los 

Save  substantially  on 
regular  coach  fa    s. 


Save  on  the  already  low 
corporate  rates  at  doz- 
ens of  hotels.  Save  the 
interest  income  thats 
been  lost  to  outstanding 
cash  advances. 

Save  on  the  admin- 
istrative costs  associated 
with  the  reconciliation  of 
expense  repor  ts  and 
statements.  Even  the 
simple  fact  of  having  a 
uniform  travel  policy 


can  save  a  surprising 
number  of  dollars. 

But  without  service,  c 
those  savings  are  empt1 
So  the  Travel  Manage- 
ment System  is  equippe 
to  book  and  deliver  tick* 
to  all  your  far-flung  facil  I 
ties  around  the  country 

It  provides  your  em- 
ployees with  a  toll-free 
number  for  instant  trave  ] 
assistance  when  they're  I 
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>:  WHERE  T&E  DOLLARS  VANISHED 
■R  SYSTEM. 


the  road.  And  it  gives 
I  management  a  com- 
:ny-wide  overview  of 
travel  and  entertain- 
?nt  matters. 
[{ your  company  now 
lizes  the  American 
press"  Corporate 
trd,  then  you  already 
\ye  one  of  the  integral 
5ces  of  the  System. 
\d  to  that  our  business 
vel  capability  and 


you'll  have  the  combina- 
tion that  puts  you  in  con- 
trol —  not  the  black  hole. 
For  more  information, 
mail  the  coupon  or  call 
1 -800-528- AMEX.  In  Ari- 
zona, call  1-602-222-3096. 

AMERICAN  EXPRESS 

TRAVEL  MANAGEMENT 

SERVICES 


Mail  to:  A.M.  Busquet,  VR 

American  Express"  Travel  Management  Services 

RO.  Box  13821,  Phoenix,  Arizona  85002 

Yes,  I'd  like  to  get  a  better  handle  on  all  my  company's 
travel  and  entertainment. 

Name  Title 

Company 

Address 


Slate 


Zip 


#  of  travelers 

_I 

©  American  Express  Travel  Related  Services  Company,  Inc.  198r/ 


"We  could  have  had  all  our 

production  in  the  U.S.,  but  we 

would  have  made  only  50%  of 

what  we  did  if  we  had." 


More  from  less 


Turmoil  in  the  oil  market  has  forced  the  petroleum  industry  to  make  the 
most  drastic  retrenchment  since  the  Thirties.  But  Exxon  has  been  mov- 
ing against  the  tide  all  the  same.  Its  sales  and  net  income  are  down  from 
the  peaks  of  a  few  years  ago.  But  thanks  to  its  stock  repurchase  program, 
its  earnings  are  at  a  record  high,  and  so  is  its  market  price. 
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Earnings  per  share 


High-low  stock  price 
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activities  outside  the  oil  industry." 

Exxon  has  built  a  large  ($6.9  billion) 
and  successful  ($430  million  net) 
chemical  business  with  one  of  the 
highest  returns  on  investment  and 
has  become  a  major  factor  in  coal,  but 
these  are  businesses  closely  related  to 
oil.  Outside  the  energy  and  chemical 
fields  Exxon  has  suffered  some  humil- 
iating failures. 

It  lost  $21 1  million  over  nine  years 
in  its  uranium  mining  and  nuclear 
fuel  division  before  finally  shutting 
down  the  uranium  mines  last  year.  It 
sank  some  $760  million  into  copper 
and  other  minerals  that  have  cost  it 
an  additional  $430  million  in  losses  so 
far.  It  sank  hundreds  of  millions  into 
an  office  systems  venture,  and  last 
winter  sold  off  what  was  left  of  the 
business  to  Harris  Corp.  and  Olivetti 
at  a  $30  million  loss. 

Most  embarrassing  was  the  $1.2  bil- 
lion purchase  in  1979  of  Reliance 
Electric.  Reliance  lost  $83  million  be- 
tween 1980  and  1983.  It  is  now  in  the 
black  but  hardly  seems  to  fit  into  Exx- 
on's framework.  The  betting — which 
Exxon  insists  is  dead  wrong — is  that 
Reliance  eventually  will  be  sold.  But 
what  sets  Exxon  apart  from  a  Mobil  or 
a  Standard  of  Ohio  is  that,  when 
things  have  gone  wrong  with  its  diver- 
sification, it's  been  prepared  to  cut  its 
losses  and  get  out. 

Size  is  much  maligned  today,  in  an 
era  when  the  lone  entrepreneur 
has  become  an  American  folk  hero 
and  when  big  business  has  become 
almost  a  derogatory  term.  But  size 
saved  Exxon  from  these  errors.  Bad  as 
the  errors  were,  they  were  lost  in  a 
corporation  with  $63  billion  in  assets 
and  a  cumulative  profit  of  $25  billion 
over  the  past  five  years. 

"There  are  a  lot  of  businesses  where 
you  have  the  sense  of  betting  the  com- 
pany every  once  in  a  while,"  says  one 
Exxon  executive.  "But  perhaps  you 
don't  ever  bet  Exxon — not  even  when 
you  bet  $3  billion  or  $5  billion  on  a 
project." 

Most  of  the  diversification  is  histo- 
ry now,  almost  forgotten  in  the  eu- 
phoria of  Exxon's  overall  successes. 
Yet  the  situation  that  spawned  the 
diversification  remains:  What  is  the 
company  going  to  do  with  its  enor- 
mous cash  flow? 

Having  dumped  diversification, 
Exxon's  management  has  settled  on  a 
commonsense  solution,  but  one  that 
few  managements  have  the  discipline 
to  implement.  Exxon  has  been  invest- 
ing in  its  own  stock. 

Competitors  like  Chevron,  Mobil 
and  Texaco  have  been  acquiring  other 
oil  companies  at  premium  prices. 
Exxon   (like  Atlantic   Richfield   and 
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.spectacular  world-class  architectural  achieve- 
ment: a  52-story  residential-only  skyscraper  tower 
that  redefines  the  Manhattan  skyline  and  becomes  the 

dramatic  focal  point 
of  New  York's  most 
desirable  residential 
neighbor  hood.  The 
unique  jpyramidal 
penthouse 
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top — comprised  of  a  series  of  escalading 
homes — will  join  such  elegant  historic 
the  Chrysler  Building  and  the  Empire 
new  architectural  wonder.  Balcon- 
around  terraces — homes  with  two 
breathtaking  exposures,  are  the  rule, 
one-,  two-  and  three-bedroom  configur- 
well  as  the  spectacular  simplex,  duplex 
plex  penthouses. 

The  neighborhood  offers  all  the  storied 
sures  of  Beekman  Place,  Sutton  Place  and 
Bay — quiet  tree^-lined  walks,  charmin 
celebrated  restaurants.  Yet  busy 
mid-Manhattan,  is  minutes  away. 
Services?  In  addition  to  the  con- 
cierge and  senior  staff  to  attend  to  your 

needs  and  security,  you  will 
find  a  private,  for-residents- 
only  physical  fitness  center 
with  individual  coaches; 
maid,  valet  and  housekeep- 
ing services  are  also  avail- 
able. Manned  elevators  and 
on-site  attended  garage,  too.  Whatever  your  past  liv- 
ing arrangements — whatever  you  may  have  been  con- 
sidering up  to  now — the  extraordinary  attractions  of 
lOO  United  Nations  Plaza  require  your  serious  consid- 
eration. Plan  an  inspection  soon. 
For  information  and 
appointment,  tele- 
phone (212)  980-0100. 
Or  write  lOO  United 
Nations  Plaza  Sales 
Office,  346  East 
49th  St.,  New  York, 
N.Y  10017 


Sponsor  UNITED  NATIONS  PLAZA  TOWER 

ASSOCI ATCS  LIM1 T  ED  PARTNERS!  IIP; 

Developer  ALBANESE  DEVELOPMENT  CORPORATION. 

SellingAgents  M  J  RAYNES.  INC  .OMSER.  INC 

IHI  COMl'l  I  II  OniRINC.  1ERMS  ARE  AVAILABLE 

IN  OFFERING  PLAN  AVAILABLE  FROM  SPONSOR 
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AT  EAST  FORTY  EIGHTH  STREET 

A  REALM  APART 


Exxon  gets  a  better  return 

buying  its  own  shares 

than  anything  else,  including  oil. 


Standard  of  Indiana),  in  effect,  has 
been  acquiring  itself,  and  at  bargain 
prices.  "We  are  pursuing  all  the  in- 
vestment opportunities  that  meet  our 
criteria,"  says  Garvin,  "and  are  still 
generating  more  cash." 

Exxon  began  systematically  buying 
in  its  own  stock  in  July  1983.  It  has 
done  so  ever  since.  In  1983,  21  million 
shares  were  acquired,  64  million  in 


1984  and  another  15  million  or  so  in 
the  first  quarter  of  this  year.  That's 
roughly  a  10%  reduction  in  Exxon's 
outstanding  shares,  at  a  total  cost  up 
to  now  of  close  to  $4.2  billion. 

Thus  stockholders  who  wanted  out 
could  get  out  and  those  choosing  to 
remain  have  seen  their  relative  equity 
increase.  Though  Exxon's  net  income 
rose  11%  last  year,  its  per-share  earn- 


Where  the  score  is  kept 


Why  do  most  of  the  international  oil  companies  look  like  takeover 
targets  these  days?  Just  look  at  the  chart  below.  For  one  thing,  most  are 
selling  at  discounts  from  their  book  value. 
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But  John  S.  Herold  appraises  most  of  them  at  twice  their  book  value  or 
more,  and  the  discounts  from  appraised  value  are  much  worse.  Only 
Exxon  and  Amoco  (Standard  of  Indiana)  have  come  close  to  realizing 
much  of  their  underlying  values  in  the  stock  market. 
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ings increased  17%.  The  stock  market 
got  the  message,  and  Exxon's  com- 
mon stock  began  setting  new  highs. 

Even  at  the  current  relatively  high 
price  of  its  stock,  Exxon  is  selling  at  a 
36%  discount  from  its  appraised  val- 
ue (see  chart,  p.  74).  The  result  is  that 
Exxon  gets  a  better  return  buying  its 
own  shares  than  it  can  investing  in 
almost  anything  else,  including  oil. 

Here's  the  arithmetic:  It  costs 
Exxon  $4.50  to  $4.80  a  barrel  to  find 
oil,  well  below  the  rest  of  the  indus- 
try. But  with  roughly  19  barrels  in 
reserves  behind  every  share,  Exxon,  in 
buying  in  its  shares,  was  buying  oil 
last  year  at  only  $2.19  a  barrel,  or  $42 
a  share.  Not  even  T.  Boone  Pickens 
can  knock  that.  But  is  this  strategy  or 
tactic?  Isn't  stock-buying  a  kind  of 
one-shot  proposition?  Not  for  a  com- 
pany as  big  as  Exxon.  There  are  still 
816  million  shares  outstanding  and 
Exxon  still  has  more  cash  flow  than  is 
needed  in  the  business. 

"Exxon  can  keep  on  buying  its 
stock  for  the  foreseeable  future,"  says 
First  Boston's  Randol.  "I  see  no  reason 
why  they  can't  sustain  the  program," 
says  Advest  oil  analyst  William  Bru- 
net.  "They're  a  money  machine." 
Says  Prescott,  Ball  &  Turben's  Bruce 
Lazier,  "They've  got  that  amazing 
cash  flow."  And  Paine  Webber's  Bry- 
an Jacoboski  believes  that  Exxon 
could  well  shrink  its  equity  by  one- 
third  by  1990. 

Says  Jack  Bennett:  "If  the  price  of 
the  stock  were  to  jump  to  $150,  I 
would  say  that  it's  no  longer  a  good 
investment.  But  at  $48.78,  the  return 
is  well  above  our  normal  investment 
standards.  It's  a  very  good  invest- 
ment." But  for  the  repurchase  pro- 
gram, in  fact,  Exxon  might  be  tempted 
to  lower  those  investment  standards. 

Will  Exxon  have  to  go  deep  into 
debt  to  shrink  its  capitalization? 
Hardly.  It  increased  its  debt  by  nearly 
$850  million  last  year  when  it  laid  out 
$2.6  billion  to  buy  in  its  shares.  But 
debt  remains  a  low  15%  of  total  cap- 
italization. And  one  day  OPEC  will  be 
back  in  the  driver's  seat  again;  prices 
will  be  heading-  upward  and  Exxon's 
cash  flow  along  with  them. 

"You  can't  say  it  is  going  to  happen 
in  1989  or  1991,"  says  Garvin,  "but  it 
is  going  to  happen  again."  Nothing 
has  really  changed.  Oil  is  a  finite  re- 
source and  the  demand  for  it  is  almost 
infinite.  Even  today  the  world  is  using 
oil  twice  as  fast  as  it  is  finding  new 
reserves.  What  happens  then  to 
Exxon?  "The  flexibility  we've 
shown,"  Jack  Bennett  says,  "gives  me 
a  little  confidence  we  can  meet  what- 
ever is  unexpected  in  the  future." 
Well  said.  ■ 
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HAVE  YOU  OUTGROWN 

YOUR  BANKJOUR  BANKER, 

YOUR  CREDIT  LINE  YOUR 

INVESTMENT  STRATEGY? 

Granted,  everyone  should 
lave  such  problems. 

On  the  other  hand,  if  you 
happen  to  be  suffering  from  this 
form  of  financial  indigestion  due  to 
overachievement,  you'll  be  gratified 
to  learn  that  help  is  available.  In  the 
form  of  a  Custom  Banker  at  The  Bank  of 
New  York. 

Take,  for  example,  the  matter  of  credit. 
The  arrangements  your  Custom  Banker  can 
work  out  with  you  may  include  the  establish- 
ment of  an  unsecured  credit  line  from  $50,000 
to  $1  million  or  more,  should  your  financial 
position  and  cash  flow  warrant  it. 

You  can  also  establish  a  secured  credit 
line  of  up  to  80%  of  the  market  value  of  your 
investment  portfolio,  should  you  choose  to  place 
your  marketable  securities  either  in  a  custody 
account  or  in  a  personal  investment  account  at 
The  Bank  of  New  York. 
And  since  the  basis  of  your  relationship  with  a  Custom  Banker  is  predicated  on 
knowing  one  another  well,  it  goes  without  saying  that  if  you  need  money  fast,  you  can 
get  money  fast. 

What's  just  as  important,  it  is  your  Custom  Banker's  responsibility  to  apply  this 
knowledge  of  your  personal  financial  picture  to  his  own  breadth  of  knowledge  in  banking 
and  finance.  So  that  he  or  she  can  ably  advise  you  on  such  matters  as  investment 
alternatives,  tax-related  instruments,  and  trust  and  estate  needs. 

To  find  out  more  about  the  credit  and  investment  opportunities  a  Custom  Banker 
can  offer  you,  not  to  mention  the  banking-related  tedium  a 

Custom  Banker  can  spare  you,  call  Mr.  Richard  Freimuth,  Vice      £     JSTX^lVf 

President,  Custom  Banking  Division,  at  212-530-1971.  r>  4  TVTK"r\Ttfr>' 

He'll  be  happy  to  have  information  sent  to  you,  or  arrange     J-«£\l^  LVLL>VJ 

a  comprehensive  briefing  at  your  convenience. 
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Cities/Charlotte 


Charlotte,  in  North  Carolina,  is  a  prosper- 
ous city  of  the  New  South.  But  it  hasnt 
given  up  the  amenities  of  the  Old  South. 


The  crossroads 


By  Janet  Fix 


T|  here's  really  no  good  reason 
for  Charlotte  to  be  here — no 
port,  no  river.  What  happened  is 
that,  237  years  ago,  Scottish  and  Irish 
settlers  stumbled  upon  a  couple  of  old 
Catawba  Indian  trade  routes.  Where 
the  paths  crossed,  the  settlers 
stopped. 

Today  the  North  Carolina  city 
(pop.  337,000)  is  at  a  different  set  of 
crossroads,  1-77  and  1-85  and  the 
ever-expanding  Charlotte/Douglas 
International  Airport.  This  makes 
Charlotte  the  middle  disk  in  the 
spine  of  the  1-85  corridor  that 
stretches  from  Greenville,  S.C. 
through  Winston-Salem,  Greensboro, 
Durham  and  Raleigh,  N.C.,  encom- 
passing 5.6  million  people. 

Charlotte,  in  Mecklenburg  County, 
is  also  the  financial  center  of  the 
Southeast,  with  14  banks  having '140 
branches  and  assets  totaling  more 
than  $26  billion.  (Banking  has  been 
big  ever  since  1837,  when  Andrew 
/ackson,  from  nearby  Waxhaw,  put  in 
a  U.S.  Mint  after  a  gold  rush.) 

In  the  past  decade,  1,479  new  firms 
have  located  in  Charlotte-Mecklen- 
burg, investing  over  $1.3  billion  and 
creating  28,126  new  jobs.  This  isn't 
textiles  or  tobacco.  There's  IBM  mak- 
ing automated  teller  terminals  and 
circmt  boards.  The  local  research 
park  holds  AT&T  with  a  computer 
billing  center,-  Verbatim  Corp.,  the 
floppy  disk  people;  and  EDS  Federal. 
Duke  Power  is  the  area's  largest 
employer,  with  8,000  workers.  While 
North  Carolina  is  panning  7.2%  un- 
employment with  in  its  tra- 
ditional industries— textiles,  tobacco 
and    furniture — the    jo  rate 


Charlotte  hovers  around  4.4%. 

But  what  people  like  about  Char- 
lotte isn't  the  hustle.  "I  came  from 
Kansas  City,  talk  about  a  stagnating 
area.  And  the  weather.  ...  I  finally 
had  to  move  here."  That's  Ken 
Wright,  an  information  specialist 
with  the  U.S.  Census  Bureau,  speak- 
ing. "In  Charlotte  you're  three  hours 
from  the  beach  and  two  hours  from 
the  mountains.  To  top  it  off,  it's  alive, 
vibrant,  and  the  cost  of  living  minus- 
cule. Ijust  built  a  home— $69,800  for 
4  bedrooms,  2lA  baths,  2,000  square 
feet  on  a  1-acre  lot  with  27  pine  trees. 
I  couldn't  touch  the  same  house  in 
Kansas  City  for  $100,000." 

Ernie  Cox  grew  up  here,  in  Tabor 
City  (pop.  2,300),  to  the  southeast. 
"Life  hasn't  changed.  Can't  call  it 
lazy  living,  that's  not  proper.  It's  just 
not  fast-paced,"  says  Cox,  now  55  and 
president  of  Moss  Trucking  Co.  "Peo- 
ple will  speak  to  you  on  the  street  or 


Downtown  Charlotte  and NCNB's  Independence  Center  (background) 

A  bank  with  $100  million  for  Brazil  can  invest  $50  million  in  Charlotte. 


in 
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WORLDWIDE. 
THE  SYSTEMS 


:Tq 


THE  SUCCESSES. 


For  as  long  as  there  have  been 
computers,  governments  have 
turned  to  Sperry  for  better 
ways  to  put  them  to  use. 

On  any  given  day,  Sperry 
Series  ll(k  systems  in  27  of 
the  50  state      *    running  mass 
transit  syste       i  c ilecting 
taxes  and  providing  cost- 


effective  welfare  services  for 
millions  of  people. 

With  over  2,000  systems 
installed  worldwide,  Sperry 
does  everything  from  tracking 
down  international  criminals 
to  getting  Uncle  Fred's  social 
security  check  out  on  time. 

But  our  involvement  with 


government  is  a  lot  more  tl 
just  crunching  numbers. 

It's  benchmark  software 
that  reduces  start-up  time 
start-up  costs  for  programs 
and  services  that  affect  the 
quality  of  life  for  more  thar 
half  the  world's  populatior 

It's  an  integrated  system 


proach  to  the  most  informa- 
■n-intensive  of  businesses: 
e  business  of  government. 
It's  cost  effective  programs, 
e  Sperry's  MAPPER®  Sys- 
m,  that  let  county  and  muni- 
mi  agencies  adapt  proven 
ftware  to  their  own  local 
eds  at  a  fraction  of  the  cost. 


Sperry.  Government  systems 
that  make  sense.  To  any  system 
of  government. 

MAPPER  is  a  registered  trademark  of  Sperry  Corporation 
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IN  THE  SEARCH  FOR  THE  WORLD'S 


The  high 
energy < 

ultima! e  d< 
the  world's 
in  the  balaiu 

Newcompin 
many  of  them] 
Sperry,  are  unce 
reserves  previou 


Series  1100  mainframes  with 
attached  Array  Processors 
turn  raw  seismic  data  into 
omputer-generated  images  of 
bsurface  geological  forma- 
s  to  identify  the  most 
red  by  ising  sites  for  test  drilling. 

'geru  rry's  large  capacity 

sly  undetected.  >rocessors  can  run  virtu- 


ally all  the  important  exploi 
ation  software,  from  DISCO 
llOOtoSYNTHESEIS™, 
Z-MAP™  to  QUICKRAY®.  Ar 
can  be  integrated  into  exist 
IBM®  or  DEC®  environmenl 
And  once  the  oil  is  out  of 
the  ground,  Sperry  integrate 
systems  run  pipeline  opera- 


!) 


ns,  bulk  depot  storage 
ilities,  plant  maintenance, 
/entory  controls,  shipping 
ledules,  even  financial  pro- 
tions,  on  five  continents. 
\fter  all,  who  better  to  recog- 
se  an  important  resource  in 
erry  than  the  energy  corn- 
lies  that  make  resources 


their  top  priority? 

DISCO  is  a  registered  trademark  of  Digicon  Geophysical 
Inc  SYNThESEIS  is  a  product  of  Petrophysics  Inc  Z-MAP 
is  owned  by  Zycor  Inc.  OUICKRAY  is  a  registered  trademark 
of  Sierra  Geophysics  Inc  IBM  is  a  registered  trademark  of 
International  Business  Machines  Corporation  DEC  is  a 
registered  trademark  of  Digital  Equipment  Inc 
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t>y  any  mi  asure,  hp<  rry  is  the 
industry  standard  in  airline 
application  hardware1  and  soft- 
ware. 102  earners <  ide 
depend  on  Sperry  in 
systems  to  I 

tions,  schedu  ws, 

route  cargo  an<  heck  in 

passengers. 


Sperry  has  achieved  its 
unique  position  by  being 
industry  dedicated.  To  the 
extent  of  developing  the 
USAS™  System,  the  industry's 
most  comprehensive  solution- 
oriented  software  applications. 

His,  the  MAPPER  System  to 
control  of  program  devel- 


opment in-house  and  in  the 
right  hands. 

Sperry  is  more  than  just  i 
commercial  success  with  cc 
mercial  airlines,  however.  C 
advanced  ARTS™  IIIA  air 
traffic  control  systems  han( 
take-offs  and  landings  at  64 
the  busiest  U.S.  airports-5,( 


em.'') 


day,  in  the  New  York  area 
one.  And  Sperry  mainframes 
id  software  are  a  crucial 
ement  in  one  of  the  world's 
rgest  airlines  communi- 
itions  networks. 
Someday,  regular  passenger 
ights  into  space  will  be  com- 
monplace. When  they  are, 


Sperry  will  help  put  them 
into  orbit. 

USAS  and  ARTS  are  trademarks  of  Sperry  Corporation 
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IN  THE  ELITE  WORLD  OF  FINANCE, 
3  OF  THE  5  LARGEST  OVERSEAS 
COMMERCIAL  BANKS  REGARD 
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THE  GOLD  STANDARD. 


3MB&1 


Total  systems  integration 
from  bra        office  t<   minalto 
the  main  computer  is  crucial 
to  the  survival  of  financial 
institutions  the  v  iver. 

And  it's  one  oft]         isons 
Sperry  hi 
pre 
financial  C(  ity. 


Our  1100/80  multiproces- 
sors, for  example,  administer 
almost  half  the  assets  in  Swiss 
accounts.  And  Series  1100 
mainframe  computers  process 
data  on  virtually  all  stock 
!  ransactions  in  the  U.S.,  and 
of  the  securities  traded  in 
an. 


Sophisticated  Sperry  Final 
Terminal  Systems  for  brand" 
automation  can  be  networks 
with  Sperry  mainframes,  mic 
and  SPERRYLINK™  Office 
Systems  to  provide  a  frame- 
work for  virtually  unlimited 
growth.  Sperry  networks  lik 
these  are  at  the  heart  of  7  of 


I 


1 


pan's  10  largest  banks. 
Ultimately,  "information 
tat"  may  be  a  bank's  costliest 
>adache.  Sperry's  program- 
erless  MAPPER  System 
lows  decision  makers  to 
>velop  applications  soft  ware 
t  changing  situations  in  a 
action  of  the  time  reqni  red 


with  other  systems. 

Which  does  a  lot  to  explain 
why,  when  money  talks,  it  very 
often  says  "Sperry". 

SPERRYLINK  is  a  trademark  ol  Sperry  Corporation 
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uted  data  base  that  bridges 
different  islands  of  technology, 
making  them  part  of  a  single 
powerful  system. 
From  1100  Series  main- 
mes  to  PC's  portable  enough 
i :  on  a  lab  shelf,  Sperry 
integ    ted  systems  are  going 
to  \\  i      ror  some  of  the  biggest 


names  in  the  business,  inch 
ing  10  of  the  20  largest  induf 
trial  companies  in  the  U.S. 

Sperry's  CIM/ME  harness* 
the  power  of  an  1100  main- 
frame to  an  unlimited  numb 
of  CAD/CAM  work  stations. 
Already,  it's  being  used  to 
design  the  next  generation  ( I  | 


"I: 
i 
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rs  and  trucks,  improved 
mponents  for  the  Space 
uttle  and  more  efficient 
lis  for  commercial  shipping. 
dn  the  plant  floor  and 
iding  dock,  Sperry  CIM/PCS 
oduction  Control  Systems 
2hestrate  the  movement  of 
m,  machines  and  material 


throughout  the  production 
process. 

And  should  a  customer 
want  to  know  where  an  order 
stands,  Sperry's  new  CIM/DCS 
Data  Collection  System  uses 
barcode  technology  to  docu- 
ment orders  in  real-time  every 
step  of  the  way. 


In  the  constant  search  for 
"the  better  mousetrap,"  it's 
important  to  know  that  Sperry 
will  find  a  better  way  to  build  it. 

Sperry  CIM  is  a  trademark  of  Sperry  Corporation 
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Sperry  CUSTOMCARESM  is 
more  than  simply  a  name.  It's 
15,000  support  professionals 
on  6  continents,  dedicated  to 
giving  Sperry  customers  maxi- 
mum efficiency  from  their 
Sperry  equipment.  And  maxi- 
mum value  from  their  service 
budget. 


CUSTOMCARE  can  combir 
a  variety  of  support  program: 
Customer  education,  includir 
both  videotaped  instruction 
and  specialized  seminars. 
Centralized  technical  softwar 
assistance.  On-site  applicatic 
and  performance  analysis. 
And  hardware  service  option 


n 


I 


Mrt  on-call,  on-site  to  off-site 
irry-in  or  mail-in  plans. 
It's  a  logical  extension  of 
tegrated  systems  thinking: 
tegrated  service.  From  cus- 
m  package  development  to 
JSTOMCARE,  protecting  our 
stomers'  investments  with 
i  investment  of  our  own- 


service.  Which  means  "stand- 
alone" is  something  we'll  never 
stand  for. 

CUSTOMCARE  is  a  service  mark  of  Sperry  Corporation 


JL 


In  the  time  it  takes  to  read 
this  sentence,  another  Sperry 
mwillgoon- 
*■  is  already 
>rld  s  [aj  •-..'.    in 


ht  choice. 


What  do  customers  see  in 
Sperry? 

Investment  protection.  Of 
the  sort  that  lets  a  Series  1100 
mainframe  computer  buyer 
increase  his  system's  power 
23  times.  On  a  single  operating 
system.  Without  a  single  soft- 
ware rewrite. 


Compatibility.  So  Sperry 
systems  talk  to  IBM  and  IBM- 
compatible  hardware.  And 
Sperry  offers  a  complete  PC  t 
mainframe  line  based  on  the 
industry-standard  UNIX™ 
Operating  System,  with  hun- 
dreds of  available  off-the-she 
programs  for  everything  frorr 


Taxing  Matters 


Who  says  nonprofits  cant  have  profit-shar- 
ing plans?  The  IRS — until  the  Service  decid- 
ed to  change  its  mind. 


Edited  by  Geoffrey  Smith 


Charity 
begins.... 


By  Richard  Greene 


F|  or  years  the  IRS  has  argued 
that  nonprofit  organizations 
like  hospitals,  charities  and  mu- 
seums can't  offer  employee  profit- 
sharing  plans.  After  all,  said  the  Ser- 
vice, what  profits  does  a  not-for-profit 
company  have  to  share?  No  part  of  a 
tax-exempt  entity's  earnings  should 
benefit  a  private  individual,  the  tax- 
men  contended;  a  nonprofit  should  be 
raising  money  for  a  worthwhile  cause, 
not  for  its  workers. 

Imagine  then  the  happiness  in  the 
nonprofit  world  when  an  IRS  memo- 
randum appeared  in  1983  allowing 
many  nonprofits  to  offer  profit-shar- 
ing. But,  not  surprisingly,  only  in  the 
last  months  have  a  number  adopted 
such  plans.  Now  some  nonprofits,  par- 
ticularly large  hospital  chains  and 
trade  associations  like  the  U.S.  Cham- 
ber of  Commerce,  the  Edison  Electric 
Institute,  Samaritan  Health  Service 
and  Intermountain  Health  Care,  Inc., 
are  moving  to  take  advantage  of  the 
ruling — most  with  401-K  plans. 

"Most  of  these  organizations  are 
competing  for  the  same  employees  as 
for-profits,"  says  Lawrence  Margel  of 
international  management  consul- 
tants Towers,  Perrin,  Forster  &  Cros- 
by. "If  you  strap  the  hands  of  a  non- 
profit and  say  it  can't  provide  certain 
benefits,  then  it  will  have  to  pay 
equivalently  more." 

But,  practically  speaking,  nonprof- 
its can  rarely  afford  high  salaries. 
Contributors  don't  like  that.  For  the 
same  reason,  nonprofits  have  hesitat- 
ed to  promise  generous  retirement 
plans  or  other  hefty  fringe  benefits, 
which  require  regular  fixed  funding. 

A  profit-sharing  plan  is  one  way  to 


Chas  B  Slackm.ii 


get  around  such  problems.  Unlike  de- 
fined-benefit  pension  plans,  the  bene- 
fits from  a  profit-sharing  plan  can  go 
up  in  a  good  year  and  go  down  or  be 
canceled  in  a  bad  year.  What's  more, 
the  popular  401-K  plans,  which  per- 
mit employees  to  make  before-tax 
contributions,  fall  within  the  IRS 
definition  of  profit-sharing  plans.  So 
they,  too,  can  now  be  offered  to  non- 
profit employees. 

This  remarkable  flip-flop  by  the  IRS 
offers  a  revealing  insight  into  how  tax 
rules  are  made.  The  Service  may 
staunchly  maintain  one  position  for 
years,  but  when  it  wants  to  make  a 
change,  the  interpretation  suddenly 
becomes  flexible. 

In  this  case  it  was  just  a  question  of 
semantics.  "They  were  able  simply  to 
adopt  a  standard  accounting  defini- 
tion of  profits,"  explains  Avery  Neu- 
mark,  a  tax  attorney  with  Ernst  & 
Whinney.  "The  difference  between 
receipts  and  expenditures  would  be 
the  charity's  'profits.'  The  issue  of 
contributions  that  benefit  employees 
was  resolved  by  reasoning  that  the 
contributions    to    the    profit-sharing 


plan  are  a  form  of  deferred  compensa- 
tion, and  compensation  doesn't  vio- 
late the  prohibition." 

What  about  the  objection  that  prof- 
it-sharing— indeed,  profit  per  se — is 
incompatible  with  a  charitable  cause? 
That  disappeared  with  equal  ease.  By 
helping  to  attract  good  personnel, 
profit-sharing  plans  will  ultimately 
benefit  the  charity  and  its  worthwhile 
cause,  the  Service  reasoned.  Presto! 

So  never  think  that  IRS  rulings  are 
engraved  in  stone.  No  government  or- 
ganization can  change  its  mind  so 
quickly  when  it  wants  to. 

Fight  back!  Send 
them  Twinkies! 

It  had  to  happen:  A  Washington,  D.C. 
tax  lawyer,  under  cover  of  a  pseud- 
onym, has  come  up  with  Super  For- 
eign Sales  Corps.,  an  incentive  to  "ex- 
port the  American  way  of  life."  This 
new  export  incentive  proposal  follows 
hot  on  the  heels  of  legislation  setting 
up  the  Foreign  Sales  Corps.  (FSCs), 
enacted  last  summer  (Forbes,  Oct.  22, 
1984)  and  designed  to  encourage  U.S. 
exports. 

Writing  in  a  recent  issue  of  that 
bedside  favorite,  Tax  Notes,  our 
masked  attorney  calls  for  new  tax 
subsidies.  The  SuperFSC  would  en- 
tirely exempt  from  all  tax  certain  eli- 
gible products  exported  to  certain  eli- 
gible countries.  The  products?  A  par- 
tial list  includes  videogames,  used 
cars,  air  fresheners,  Barbie  dolls,  disco 
music  recordings,  hard  drinks  (includ- 
ing moonshine)  and  pornography. 
Heading  the  list  is  Twinkies,  the 
quintessential  junk  food. 

The  countries?  For  openers,  he  lists 
the  U.S.S.R.,  Iran  and  Iraq.  But  he  is 
open  to  negotiation.  "A  rebuttable 
presumption  of  eligibility,"  he  writes, 
"would  be  created  if  the  country's  of- 
ficial name  contains  the  word  'demo- 
cratic' or  'people's'  or  if  it  is  situated 
in  South  America  or  Africa." 

Countries  to  benefit  from  such 
Americana  would  be  determined  not 
by  the  Treasury,  which  has  its  hands 
full  at  the  moment,  but  by  a  "panel  of 
14-year-olds  and  disk  jockeys  from 
major  metropolitan  areas." 

SuperFSC  might  be  able  to  help 
"turn  nations  of  downtrodden  sol- 
diers and  workers  into  nations  of 
cranky,  fickle,  gum-chomping,  mind- 
less degenerates  who  hunger  for  the 
freedom  to  shop  and  consume  instead 
of  working  or  fighting." 

Why  spray  paint  wasn't  on  the  list 
is  not  explained. — Laura  Saunders 
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Electra.  NoL  just  lavishly 
appointed,  lavishly 
engineered. 

Buick  Electra.  The  name 
alone  speaks  volumes. 

Per  tradition,  this  Electra 
is  very  smooth,  comfortable, 
and  roomy  (for  six  adults)  and 
very,  very  luxurious.  With  sup- 
ple seats,  rich  upholstery  and 
a  high  level  of  convenience. 

But  we  know  that  simply 
being  luxurious  isn't  enough 
for  a  luxury  car  anymore.  So 
the  Electra  is  engineered 
with  front-wheel  drive,  four- 
wheel  independent  suspen- 
sion, plus  a  3.8-litre  V-6  with 
multi-port  fuel  injection. 


It  is  an  automobile  with 
ample  performance  as  well 
as  ample  room,  and  with 
road  manners  as  sophis- 
ticated as  its  appointments. 
And  the  Electra  was  tested  in 
the  heat  of  Australia  and  the 
hairpin  turns  of  the  German 
Alps  to  make  sure  it's  ready 
for  the  ultimate  test:  yours. 

Buckle  up  and  visit  your 
Buick  dealer. 

To  ask  any  questions, 
request  a  brochure  or  test 
drive,  call  the  Buick  Product 
Information  Center,  8  a.m.  to 
8  p.m.  Eastern  time,  weekdays: 

1-800-85-BUICK  (1-800-852-8425). 


4U 


>>*u 


Wouldn't  you 
really  rather  have  a  Buick? 


GM 


The  ultimate  Electra:  Buick  Park  Avenue. 
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Cities/Charlotte 


don't  give  a  damn  whether  a  man's 
black  or  white.  They  care  about  his 
politics."  Faison  can  point  to  the  fact 
that  Harvey  Gantt,  the  Democratic 
mayor,  is  black.  He  can  also 
cite  that  while  Charlotte  is 
27%  black,  the  local  public 
schools  are  still  60%  white — 
meaning  the  whites  haven't 
abandoned  the  public  schools 
after  integration,  as  happens 
so  frequently  elsewhere. 

Is  everybody  happy?  Of 
course  not.  "Sure  we  have 
blacks  on  boards  and  elected 
to  office,  but  there  aren't 
many  blacks  running  things," 
says  Mildred  Baxter  Davis,  a 
force  behind  the  Committee 
to  Restore  &  Preserve  Third 
Ward.  Rolfe  Neill,  the  publish- 
er of  the  Charlotte  Observer, 
would  like  to  see  more  social 
mixing  in  this  predominately 
white,  Protestant  community. 
Says  he:  "You  will  find  people 
coexisting  on  civic  commit- 
tees but  you  won't  find  many 
inviting    minorities    to    their 


home  for  dinner.  In  that  ultimate 
thing  of  brotherhood,  we  haven't  fin- 
ished the  job." 

Utopia?  No.  But  Charlotte  clearly 
has  come  a  long  way. 

The  area's  population  has  grown 
20%  in  a  decade,  and  the  betting  is  it 


Hugh  McCollJr,  CEO  ofNCNB 

Where  Indian  paths  met,  $15.7  billion  in  assets 


will  keep  growing.  What  Charlotte 
people  want  is  some  direction  to  that 
growth,  with  a  functioning  down- 
town and  suburbs  that  focus  toward 
that  center.  University  Place  is  a 
$300  million,  ten-year  calculated 
gamble  at  redirecting  growth  from 
the  southern  suburbs  that 
threaten  to  spill  into  South 
Carolina.  The  first  section, 
1,000  apartments,  offices,  a 
shopping  mall,  a  restaurant 
and  a  movie  theater  overlook- 
ing a  man-made  lake,  will 
open  in  June.  The  area  is  now 
home  mostly  to  students  and 
university  employees. 

This  kind  of  growth  creates 
opportunity  for  those  who  rec- 
ognize it.  Burton  Gellman,  a 
successful  real  estate  specula- 
tor, left  Wisconsin  14  years 
ago  for  Charlotte,  bought  an 
old  downtown  auto  repair 
shop  and  a  piano  store,  and 
turned  them  into  Jonathan's 
restaurant  and  jazz  club.  He's 
still  buying  downtown  real  es- 
tate. "You  watch,"  he  says. 
"This  is  going  to  be  the  most 
wonderful  city  in  the 
world."  ■ 


Restoration  in  Charlotte's  downtown  Fourth  Ward 

"People  will  speak  to  you  on  the  street  or  wave  at  you  when  you  pass  in  a  car. 


80 


FORBES,  APRIL  29,  1985 


LAX  0830- Aboard  this  Garrett- 
powered  aircraft,  the  mike  cord 
vibrates  as  a  350,000  lb.  machine 
climbs  out  ahead. 

Ease  forward. 

Garrett  TFE731  Turbofans 
respond.  With  the  same  reliability 
as  commercial  airliners.  Giving 
us  the  same  low  unscheduled 
removal  rates.  Allowing  us  to  offer 
progressive  maintenance.  Instead 
of  fixed  time  between  overhauls. 

At  major  airports  and  small 
air-strips  throughout  the  world, 
Garrett  TFE731  Turbofans  power 
a  growing  number  of  business 
aircraft.  In  fact,  Garrett  reliability 
has  made  the  TFE731  the  world's 
most  popular  turbofan. 

Today,  it's  currently  the  power 
behind  over  25  different  aircraft. 
And  was  recently  chosen  to  fly 
aboard  the  world's  first  single 
engine  business  jet. 

As  airframe  designs  advance, 
the  role  of  Garrett  Turbofans  in- 
creases. Powering  super-efficient 
aircraft  over  record  distances. 
The  era  of  the  transcontinental 
and  intercontinental  business  jet 
is  here.  More  than  ever,  Garrett 
Turbofans  supply  that  power. 


GARRETT 

THE  ULTIMATE  EFFICIENCY 
IS  RELIABILITY 


'     ; 


The  Garrett  Corpor«W>n 
One  or  The  Signal Gpn&ames 


> 


wave  at  you  when  you 
pass  in  a  car,  whether 
they  know  you  or  not." 

Royal  Insurance,  the  na- 
tion's 22nd-largest  casu- 
alty insurer,  recently  an- 
nounced plans  to  move  its 
1,200-employee  head- 
quarters from  New  York 
to  Charlotte.  "We  sensed 
a  real  sincerity  in  the 
community.  As  much  as  anything,  we 
considered  the  quality  of  life,"  says 
Garrett  Dykhouse,  a  Royal  vice  presi- 
dent. "Charlotte  is  a  walking  city, 
designed  for  the  people  who  live 
here,"  says  Dennis  Rash,  president  of 
the  Community  Development  Corp 
for  North  Carolina  National  Bank. 

The  black  40-story  tower  at  the 
crossing  of  the  old  Indian  paths  is 
home  to  NCNB.  With  $15.7  billion  in 
assets,  it's  the  biggest  bank  between 
Philadelphia  and  Dallas.  Says  Hugh 


McColl  Jr.,  the  bank's  chief  executive 
officer,  "If  we're  big  enough  to  invest 
$100  million  in  Brazil,  we're  big 
enough  to  invest  $50  million  in  mak- 
ing this  community  better." 

This  attitude  was  behind  the  re- 
newal of  Fourth  Ward,  a  once  gra- 
cious inner-city  neighborhood,  in- 
habited by  derelicts  and  the  ladies 
working  in  the  Victorian  house  on 
Pine  Street.  During  the  past  decade 
NCNB  and  six  other  banks  lent  $25 
million  to  the  city,  which  in  turn 


made  below-market-rate 
mortgage  loans  to  home- 
owners willing  to  ren- 
ovate or  buy  in  Fourth 
Ward. 

Today  Fourth  Ward  is  a 
thriving  integrated  neigh- 
borhood of  1,400  brick 
condominiums,  renovat- 
ed gingerbread-trimmed 
houses — even  the  brothel 
has  had  a  respectable  rebirth  as  a  pri- 
vate home — and  500  low-income 
housing  units.  Condos  with  two  bed- 
rooms go  for  $130,000  or  so.  Ginger- 
bread houses  sell  for  $100,000  to 
$150,000  after  renovation. 

What  about  the  race  situation  in 
Charlotte?  Depends  on  the  person 
you  talk  with.  "People  who  are  yack- 
ety,  yackety  about  race  relations,  well 
shoot,  people  who  talk  about  it  are 
beating  a  dead  horse,"  says  Henry  Fai- 
son,  a  real  estate  developer.  "People 


'  lharlotte  Mayor  Harvey  Gantt 

People  don't  care  about  a  man's  race.  They  care  about  his  politics 


Phoios  hvTVrn  Parke 
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Whafs  the  difference  between  a  contract 
and  a  marriage?  You  dont  have  to  go  to 
Nevada  to  break  a  contract. 

Are  contracts 
obsolete? 


By  Robert  McGough 


On  the  strength  of  12-year 
contracts  signed  in  1978  to 
supply  utilities  with  uranium 
at  $38  a  pound  and  up,  International 
Minerals  &  Chemicals  Corp.  spent 
$180  million  building  plants  to  pro- 
duce uranium.  Now  it  sells  for  $15, 
and  three  utilities  that  had  agreed  to 
buy  20%  of  production  from  two  of 
the  plants  are  suing  to  get  out  of  their 
contracts. 

Unusual?  Not  at  all.  IMC  President 
George  Kennedy  isn't  the  only  execu- 
tive whose  contracts  are  under  as- 
sault. In  the  past  year: 

•  The  Arkansas  Public  Service 
Commission  moved  to  void  an  Ar- 
kansas Power  &.  Light  contract  with  a 
sister  company  supporting  a  contin- 
gent liability  of  $500  million. 

•  An  act  of  Congress  allowed  more 
than  a  dozen  forest  products  compa- 
nies to  welsh  on  $2  billion  in  timber 
contracts  after  prices  had  fallen  to  a 
fourth  of  the  contractual  level. 

•  Dow  Chemical  and  Consumers 
Power  began  slugging  it  out  in  court 
in  a  $520  million  contractual  dispute 
that  arose  when  the  utility  said  it 
wouldn't  finish  its  nuclear  power 
project  on  time. 

•  Nourse  Auditorium  in  San  Fran- 
cisco was  remodeled  as  a  courtroom 
complete  with  carpeting,  a  $200,000 
computer  and  tables  for  100  lawyers. 
The  reason:  trying  to  determine 
which  insurance  contracts  apply  in 
lawsuits  against  5  asbestos  manufac- 
turers and  nearly  75  insurers. 

Isn't  anyone's  word  any  good  any- 
more? Since  1970  the  number  of  pri- 
vate contract  disputes  brought  annu- 
ally to  federal  courts  has  tripled,  to 


35,400.  The  plain  fact  is  that  for  a 
number  of  companies,  doing  business 
by  traditional  contracts  doesn't  work 
anymore.  More  disturbing,  courts  are 
pressuring  companies  to  compromise 
on  contract  claims  or  else  are  rewrit- 
ing the  contracts  themselves. 

Are  contracts  a  thing  of  the  past? 

Unusually  severe  price  fluctuation 
is  partly  to  blame  for  the  erosion  of 


the  contract  in  recent  years.  When  a 
company  enters  into  a  contract,  it  as- 
sumes the  risk  that  prices  will 
change.  But  prices  in  the  last  decade 
have  often  gyrated  much  more  wildly 
than  anyone  expected.  The  classic  ex- 
ample, of  course,  is  Westinghouse, 
which  discovered  in  1975  that  prices 
for  the  uranium  it  had  agreed  to  sup- 
ply utilities  had  risen  so  high  that  it 
would  lose  as  much  as  $2  billion, 


more  than  the  company's  net  worth  at 
the  time.  Westinghouse  decided,  sim- 
ply, that  it  would  not  abide  by  its 
contracts. 

There  have  been  sharp  price  swings 
in  other  eras,  of  course,  and  the  con- 
tract has  survived  unscathed.  But  this 
time  there  are  new  forces  at  work. 

Deregulation  has  aggravated  price 
instability  and  triggered  numerous  at- 
tempts to  get  out  from  under  painful 
contracts. 

Also,  outright  government  interfer- 
ence has  voided  contracts.  The  Ar- 
kansas PSC's  attempt  last  year  to 
force  Arkansas  Power  &  Light  to 
break  a  contract  failed  in  federal 
court.  But  in  Washington  a  state  court 
simply  voided  the  WPPSS  contracts 
underlying  the  biggest  municipal 
bond  issue  at  that  time.  As  for  the  $7 
billion  due  bondholders,  too  bad. 

Another  new  element  eroding  con- 
tract sanctity  is  the  increasing  pace  of 
technological  change.  Contract  law  is 
rooted  in  English  common  law  cases 
like  the  1647  Paradine  v.  Jane,  in 
which  a  tenant  asked  to  be  excused 
from  back  rent  because  he  had  been 
evicted  by  an  invading  German 
prince.  (He  had  to  pay  anyway.)  Such 
precedents  aren't  much  help  to  a 
court  trying  to  pinpoint  the  start  of 
liability,  when  modern  medicine  can 
demonstrate  that  asbestosis  traces 
back  to  products  installed  two  de- 
cades before  the  disease  was  widely 
recognized. 

Under  these  pressures,  the  few 
common  law  precedents  allowing 
contracts  to  be  broken  are  being 
broadened,  not  narrowed.  For  exam- 
ple, it  has  long  been  possible  to  be 
excused  from  a  contract  if  performing 
it  has  become  impossible — if,  say,  the 
music  hall  you  wanted  to  rent  burned 
down.  Now,  first  in  the  Uniform 
Commercial  Code  adopted  in  the  Six- 
ties and  more  recently  in  the  1981 
Restatement  (Second)  of  Contracts,  a  re- 
view of  common  law,  the  word  "im- 
possible" has  been  changed,  signif- 
icantly, to  "impracticable." 

A  key  to  using  the  impracticability 
excuse  is  to  show  that  it  was  impossi- 
ble to  foresee  OPEC,  inflation,  disin- 
flation or  whatever.  For  example,  the 
interstate  pipeline  companies  expect- 
ed endlessly  rising  demand  for  natural 
gas.  So  they  were  willing  to  sign  con- 
tracts obligating  them  to  pay  escalat- 
ing prices  for  gas.  Then  came  dereg- 
ulation and  energy  glut,  and  some  gas 
companies  decided  to  renege.  Says 
Tenneco  general  counsel  Walter  Sapp, 
"The  Natural  Gas  Policy  Act  [which 
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In  British  Airways'  Super  Clubf  you 
can  exercise  your  well-earned  right  to  put  a 
lot  of  distance  between  yourself  and  your  fel- 
low passengers. 

lecause  our  extraordinarily  spacious 


seats  have  more  space  between  them  thi 
anything  else  in  the  sky.  Almost  a  foot 
space  in  which  to  work  and  relax.  And  yoi 
always  be  next  to  an  aisle  or  a  window. 

All  of  which  reflects  our  belief  that  a  her 
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ire 


;iness   traveler,    you  shouldn't  have  to 
mp  your  style — on  land  or  off. 

It's  just  one  more  reason  why  we  fly 
»re  people  to  more  countries  than  any 
er  airline. 


BRITISH  AIRWAYS  QfuperClub 


The  world's  favourite  airline.'" 


- 


Ted  Kappler 
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deregulated  gas  prices]  was  in  effect 
an  intervention  of  a.  force  majeure  na- 
ture." In  other  words,  it's  the  govern- 
ment's fault,  not  ours. 

Yet  how  unforeseeable  was  the  drop 
in  demand?  Clearly,  some  gas  pipe- 
line companies  did  foresee  it.  Some 
pipeline  companies  knew  enough  to 
put  "market  out"  clauses  in  their  con- 
tracts, giving  them  an  out  in  case  de- 
mand fell  off  and  high-priced  gas  went 
begging.  "We  like  to  think  we  were  a 
little  smarter,"  says  Jim  Walzel,  presi- 
dent of  Houston  Natural  Gas.  Mid- 
Con  Corp.  saw  the  gathering  storm 
and  sold  much  of  its  high-priced  gas 
off-system  to  other  lines.  MidCon 
then  was  able  to  buy  gas  under  better 
contracts  after  prices  fell. 

Another  traditional  way  of  being 
excused  from  a  contract  is  "mutual 
mistake" — i.e.,  both  parties  misun- 
derstood a  crucial  element  in  the  deal 
at  signing.  A  1980  federal  court  case, 
Alcoa  v.  Essex,  takes  this  legal  principle 
into  new  territory.  Alcoa's  pricing  for- 
mula, drawn  up  with  the  help  of 
economist  Alan  Greenspan,  failed  to 
provide  for  rising  energy  costs  on  a 
contract  to  sell  molten  aluminum  to 
Essex  Group.  Faced  with  a  $75  mil- 
lion loss,  Alcoa  went  to  court.  The 
judge  agreed  there  had  been  a  mutual 
mistake  since  both  parties  thought 
the  pricing  formula  would  reflect  Al- 
coa's true  costs,  so  he  rewrote  the 
pricing  clause. 

The  Alcoa  decision  could  open  the 
floodgates  for  contract  dodgers.  Al- 
ready others  are  trying  to  use  the  Al- 
coa excuse.  The  Lower  Colorado  Riv- 
er Authority  and  the  city  of  Austin, 
Tex.  hauled  Decker  Coal,  a  joint  ven- 
ture of  Nerco  and  Peter  Kiewit  Sons', 
into  court  over  a  $1  billion  contract  to 
supply  coal.  Austin  wants  out  of  the 
contract  because  the  pricing  was  al- 
legedly a  "mutual  mistake." 

How  can  companies  protect  them- 
selves against  contract  busting?  Writ- 
ing better  contracts  is  certainly  one 
way,  as  a  few  pipeline  companies 
demonstrated. 

Writing  shorter-term  contracts  may 
help  also.  A  lot  of  companies  that 
used  to  write  20-year  contracts — Vir- 
ginia Power,  Rohm  &  Haas  and  Alcoa, 
to  name  only  a  few— have  learned  the 
hard  way  to  look  upon  a  five-year  con- 
tract as  long  term. 

^  Persuading  your  customers  to 
shoulder  future  risks  helps,  too.  The 
North  American  Coal  Corp.,  a  $500 
million  (sales)  mini!  company,  sells 
coal  to  utilities  on  cos  .    nrow- 

margin  contracts.  In  return  ths 


The  asbestos  "courtroom"  in  San  Francisco's  Nourse  Auditorium 
Paradine  v.  Jane  isn't  much  help. 


ties  take  on  the  debt  to  finance  the 
mining.  North  American's  slimmer 
margins  looked  dumb  when  other 
mining  companies  were  signing  long- 
term  contracts  at  fixed  prices  far 
above  their  costs.  But  now,  with  low- 
er demand  and  prices,  utilities  are  cut- 
ting back  to  the  contractual  mini- 
mum, or  even  suing  to  get  out  of  the 
contracts.  North  American's  lower 
prices  still  look  attractive.  Result:  Al- 
though the  coal  industry's  return  on 
equity  has  shrunk  to  about  11%, 
North  American  earned  more  than 
20%  last  year. 

New  dispute-resolving  techniques 
are  also  emerging  that  keep  the  dis- 
cussion outside  the  courtroom.  Some 
22  insurance  companies  and  33  asbes- 
tos manufacturers  are  trying  to  set  up 
a  pool  to  settle  contractual  disputes. 

There  are  also  organizations,  like 
New  York  City's  new  Center  for  Pub- 
lic Resources,  that  stage  mock  mini- 
trials  to  help  companies  focus  their 


dispute-resolving  negotiations.  CPR 
has  lawyers  present  abbreviated  ver- 
sions of  both  sides  of  the  dispute  and 
then  lets  top  executives  of  the  compa- 
nies resolve  the  matter  themselves, 
with  an  impartial  observer  mediating. 
Texaco  and  Borden,  who  had  been  bat- 
tling each  other  for  two  years  over  a 
$200  million  gas  contract,  were  able 
to  resolve  their  dispute  in  a  few  weeks, 
thanks  to  such.a  minitrial. 

"Some  people  are  saying  that  it's 
very  important  for  the  courts  to  come 
in  on  these  contract  disputes,"  says 
University  of  Chicago  law  professor 
Douglas  Baird.  "I  think  that's  crazy. 
Lots  of  businessmen  make  stupid 
mistakes.  But  it's  nonsense  to  think 
that  a  court  will  do  any  better." 

Are  contracts  dead?  As  business 
struggles  to  adapt  to  the  increasing 
pace  of  change,  so  must  the  legal  in- 
struments in  which  business  deals  are 
articulated.  Contracts  aren't  dead, 
they're  just  growing  up.  ■ 
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GIVE  HER  A  DIAMOND  WITH  A  FIRE  TO  MAKE 
THE  STARS  BURN  WITH  ENVY. 


Every  quality  diamond  of  a 
carat  or  more  is  one  of  natures  rarest 
and  most  exquisite  phenomena. 
Each  is  a  visible  reflection  of  you. 
Unique  in  all  the  world,  possessing 
four  vital  qualities  that  set  it  apart 
forever.  They  are  called  the  4Cs:Cut; 


Color,  Clarity  and  Carat -weight.  It 
is  the  4(§  characteristics  that  deter- 
mine the  value  of  a  diamond  — and 
to  an  astonishing  degree  the  beauty 
and  value  of  your  jewelry— no  mat- 
ter what  the  design. 

Ybur  jeweler  is  the  expert  where 
diamonds  are  concerned.  His  knowl- 
edge can  help  make  the  acquisition 
of  a  quality  diamond  of  a  carat  or 


more  the  beautiful;  rewarding 
experience  it  should  be. 

Give  her  a  quality  diamond 
of  a  carat  or  more.  A  truly  rare 
and  beautiful  gift.  Like  trie 
woman  you  love. 

A  diamond  is  forever. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
A  FIRE  RARELY  SEEN. 


Numbers  Game 


In  tough  times,  like  the  present,  it  doesn't 
necessarily  take  "dastardly  acts"  to  fire 
partners  in  a  big  accounting  firm. 

Parting  with 
partners 


By  Richard  Greene 


Ffc  eat,  Marwick,  Mitchell  &  Co., 
™  the  second-largest  of  the  Big 
Eight  accounting  firms,  won't 
talk  to  Forbes  about  its  closely  guard- 
ed plans — uncovered  recently  by  the 
Wall  Street  Journal — to  get  rid  of  65 
partners.  But  the  best  guess  is  that 
most  of  the  departing  partners  prob- 
ably come  from  the  audit  field. 
Audit  work  is  where  the  great- 
est competitive  pressure  is  now 
in  accounting,  as  more  and 
more  clients  treat  an  audit  as  a 
commodity  to  be  acquired  at 
the  lowest  possible  fee  from  any 
Big  Eight  firm. 

It's  also  likely  that  fired  Peat 
Marwick  partners  are  special- 
ists in  industries  that  have 
themselves  been  under  pressure 
in  recent  years — banking,  say, 
which  has  long  been  a  Peat  Mar- 
wick stronghold.  The  Penn 
Square  fiasco,  audited  by  Peat 
Marwick,  has  triggered  a  law- 
suit by  the  FDIC  and  cannot 
have  helped  Peat  Marwick  in 
competition  for  bank  audit 
business. 

Time  was  when  you  really  had 
to  work  at  it  to  get  fired  by  a  major 
accounting  firm  once  you  made  part- 
ner. But  times  have  changed. "This  is 
the  first  time  this  has  happened  in  the 
Big  Eight,"  says  Edward  Kister  Jr.,  a 
managing  director  of  Russell  Reyn- 
olds Associates  Inc.,  one  of  the  largest 
international  executive  recruiting 
firms.  "Companies  are  always  prun- 
ing, of  course,  but  to  have  a  wholesale 
cut  like  this  one  is  unprecedented." 

Actually,  the  cut  may  be  larger  than 
originally  reported.  Sources  close  to 


the  company  speculated  that  the 
number  of  partners  asked  to  leave  is 
substantially  larger — perhaps  130, 
which  would  be  10%  of  the  firm's 
U.S.  partners. 

It's  not  that  Peat  Marwick  is  in  seri- 
ous trouble.  While  earnings  figures 
are  hard  to  come  by,  the  usual  rule  of 
thumb  is  to  multiply  the  number  of 
partners  (1,330  U.S.  partners  in  Peat 


Marwick's  case)  by  their  average 
annual  compensation  (between 
$100,000  and  $200,000).  That  works 
out  to  around  $200  million.  Not  bad 
on  approximately  $905  million  in 
U.S.  revenues. 

But  Peat  Marwick  has  grown  top- 
heavy  over  the  years  in  relation  to 
other  Big  Eight  firms,  and  cash  flow 
has  been  strained.  According  to  Ar- 
thur Bowman,  editor  of  Public  Ac- 
counting  Report,  Peat  Marwick  had  6.7 
staff  members  to  each  partner,  while 


the  average  for  Big  Eight  firms  is  7.7. 
The  steps  Peat  Marwick  must  take 
to  fire  its  partners  are  to  be  discovered 
only  in  its  secret  partnership  agree- 
ment, but  it's  not  hard  to  figure  out 
some  of  them. 

First,  the  partners  will  have  to  be 
bought  out.  They  are,  after  all,  equity 
holders.  Most  likely  the  buyout  will 
include  a  sweetener — a  year's  sever- 
ance pay,  say,  instead  of  the  usual  six 
months'.  Said  a  high-ranking  partner 
in  a  competing  firm,  somewhat  eu- 
phemistically: "I'm  sure  they're  doing 
it  in  a  compassionate  way.  And  that 
includes  taking  into  account  the  indi- 
vidual's economics.  I  can't  imagine 
any  firm  not  doing  that  when  asking  a 
senior  person  to  leave,  particularly  if 
it's  not  for  cause — meaning  some  das- 
tardly act." 

But  what  if  partners  decline  to  take 
the  carrot?  "I  would  assume  that  Peat 
Marwick  has  a  compensation  com- 
mittee set  up  under  the  partnership 
agreement,"  says  Shayle  P.  Fox,  part- 
ner in  labor  law  firm  Fox  &  Grove.  "If 
the  compensation  committee  decided 
those  65  partners  were  not  worth 
what  they  were  getting  paid,  I'm  sure 
they'd  be  glad  to  leave." 

So  while  partnerships  may 
boast  of  their  fraternal  nature — 
a  one-partner-one-vote  sort  of 
thing — the  compensation  com- 
mittee ultimately  holds  all  the 
cards.  Not  so  different  from 
General  Motors,  after  all. 

Once  on  the  beach,  these 
partners  will  probably  have 
trouble  getting  another  job 
that's  as  good  as  their  old  one. 
"Certainly,  anytime  somebody 
is  unemployed,  they  don't  look 
as  good  as  somebody  who  is  em- 
ployed," says  William  Glad- 
stone, managing  partner  of  Ar- 
thur Young.  "It  would  depend 
on  the  individual's  specialty 
and  why  he  left." 

Will  other  accounting  firms 
follow  Peat  Marwick's  lead, 
lackman  now  that  the  taboo  has  been 
broken?  Probably.  "People  who  had  a 
womb-to-tomb  mentality  about  en- 
tering accounting  firms  as  partners 
are  going  to  have  to  think  differently, 
if  they  don't  want  to  be  ostrichlike," 
says  Sandra  Rapoport,  a  managing 
consultant  with  William  M.  Mercer- 
Meidinger  Inc.,  an  employee  benefit 
and  compensation  consulting  firm. 
"When  clients  are  plentiful  you  can 
do  what  you  want.  But  very  competi- 
tive times  bring  you  closer  to  the 
bone."  ■ 
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Leaders  have  long  recognized  the  need  for  quality  graphics. 

Now  see  how  Hewlett-Packard  takes  presentations 
out  of  the  stone  age  and  into  the  computer  age. 


today,  more  than  ever,  leaders 
demand  state-of-the-art  presentations 
-requiring  visuals  that  communicate 
ideas  clearly  and  powerfully. 

That's  why  so  many  business  profes- 
sionals turn  to  Hewlett-Packard.  Our 
family  of  Graphics  Plotters  introduces 
professional-quality  graphs  and  charts 
to  all  your  presentations.  Quality  that, 
quite  frankly,  makes  printer  graphics 
look  "stone  age"  by  comparison. 

Hewlett-Packard's  computer- 
generated  visuals  quickly  transform 
complex  statistical  information  into 


HP  PLOTTER  BENEFITS 

Feature 

HP 
Graphics 
Plotter 

BIW 

Dot  Matrix 

Printer 

Color 
Overheads 

Smooth 
Lines 

Crisp 
Lettering 

Not 
YES             Available 

YES                 No 

YES                 No 

meaningful  graphs.  And  data  into 
trends.  Making  your  points  clearly 
. .  .and  your  business  meetings  even 
more  persuasive  and  memorable. 

Runs  with  leading  PC's  and 
software  packages. 
HP  Graphics  Plotters  are  compatible 
with  most  of  the  personal  computers 
in  your  office,  including  IBM, 
Compaq,  and  AT&T-as  well  as  a 
host  of  HP  computers.  You  even  have 
a  choice  of  many  off-the-shelf  soft- 
ware packages,  such  as  Lotus  1-2-3'" 
and  Symphony/"*  that  give  you 
"first-day"  productivity. 

Call  800  FOR-HPPC 
and  see  what  we  mean. 
Call  us  toll-free  for  your  FREE  Pres- 
entations Kit,  and  see  why  HP  is  the 
Number  One  selling  Graphics  Plotter. 
We'll  send  you  a  detailed  brochure, 
a  list  of  available  software,  and  sam- 


Hewlett- Packard  graphics  plotters,  start- 
ing at  $1095*  quickly  transform  complex 
data  into  professional-quality  graphics. 
You  can  make  text  charts,  bar  charts, 
pie  charts,  and  line  charts- 
on  either  overhead  transparency  film 
or  paper.  All  HP  plotters  give  you: 

■  Sharp  line  quality 

■  Compatibility  with  most  personal 
computers  and  graphics  software 

■  Ease-of-use 

■  Hewlett-Packard  proven  reliability 


pies  from  an  HP  Graphics  Plotter 
and  a  leading  printer- so  you  can 
compare  for  yourself  and  see  exactly 
what  your  presentations  have  been 
missing. 

Call  800  FOR-HPPC  today  for  more 
information  and  the  name  of  your  nearest 
dealer.  Or  write  Hewlett-Packard,  Market- 
ing Communications,  16399  W.  Bernardo 
Drive,  San  Diego,  CA  92127-1899. 

Leadership  in  Business  Graphics. 
For  Leaders  in  Business. 

HEWLETT 
PACKARD 


tP 


M-2-3  and  Symphony  are  trademarks 

of  Lotus  Development 

b  Corporation. 
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The course 

is  set. 
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INVESTOR 
REPORT  NO.  4: 


If  you've  been  following 
the  Bell  System  breakup,  you 
already  know  that  Pacific 
Telesis  Group  is  moving  up  fast. 

We've  emerged  from  our 
critical  first  year  of  indepen- 
dence in  the  best  financial  and 
operating  shape  ever 

In  1984,  we  earned  $829 
million  on  revenues  of  $7.8 
billion.  Earnings  per  share  of 
$8.46  exceeded  our  original 
projection  by  nearly  6  percent. 
Return  on  equity  improved 
to  13.2  percent,  up  from 
just  10  percent  at 
the  end  of  1983. 

And  ex- 
penses 

fell  nearly 
6  percent  below 
our  original  pro- 
jection, due  in  large  part 
to  the  rigorous  cost-control 
efforts  of  our  largest  subsi- 
diary, Pacific  Bell. 

For  investors,  though,  where 
we  are  today  is  only  half  the 
story 

We're  implementing  a 
strategy  for  tomorrow  that's 
designed  to  produce  sus- 
tained growth  in  the  value  of 
our  shareowners'  investment. 

Targeting  technology 
profitably.  Our  core  markets — 
California  and  Nevada— have 
the  greatest  communications 
growth  potential  in  the  country 

To  tap  this  potential,  our 
local  telecommunications 
companies,  Pacific  and  Nevada 
Bell,  are  aggressively  deploy- 


ing advanced  digital  and 
fiber  optics  technologies. 

But  technology  alone  isn't 
enough.  The  key  to  success  in 
today's  marketplace  is  tar- 
geting technology  where  it's 
most  profitable;  in  other 
words,  giving  customers  the 
products  and  services  they 
want,  when  and  where  they 
want  them.  So  we've  re- 
structured our  Pacific 
and  Nevada  Bell 
marketing  or- 
ganizations 
to  help  us 
better 

under- 
stand, anti- 
cipate and 
meet  customer 
needs. 

Diversifying  for  long- 
term  growth  and  stability. 
Divestiture  gave  us  the  oppor- 
tunity to  enter  new  lines  of 
business  from  which  we'd 
been  excluded  in  the  past. 
We're  pursuing  this  new 
opportunity  capitalizing  on 
our  experience  and  expertise 
to  increase  the  value  of  our 
shareowners'  investment. 

However,  we  don't  intend 
to  become  an  uncoordinated 


international 
consulting,  engi- 
neering and 
operation  of 
communi- 
cations 


systems; 
and  design- 
ing, installing 
and  servicing 
integrated  communi- 
cations/computer sys- 
tems for  business  customers. 
We're  expanding  each  of 
these  lines  vertically  and 
horizontally  for  maximum 
return  on  our  investment. 
One  final  point.  There's 
probably  no  better  example 
of  our  commitment  to  con- 
tinued growth  than  the  new 
Pacific  Telesis  management 
compensation  policy: 

Starting  this  year,  the  salaries 
of  every  one  of  our  23,000 
managers  will  be  tied  directly 
to  the  financial  success  of  the 
Pacific  Telesis  company  they 
work  for— in  other  words,  to 
your  success  as  an  investor 

The  bottom  line  is  this:  With 
a  strong  first  year  behind  us, 
we've  set  the  course  for  an 


conglomerate.  Instead,  we  are     even  more  promising  future. 


building  a  diversified  corpo- 
ration carefully  focused  on  a 
few  major  lines  of  business. 

At  this  point,  we've  identified 
four  key  areas  where  our  skills 
give  us  a  competitive  edge: 
person-to-person  radio  com- 
munications, including  cellular 
technology 


If  you'd  like  to  know  more 
about  Pacific  Telesis  Group, 
we'd  be  pleased  to  send  you 
a  copy  of  our  1984  annual 
report.  Just  write  to  us  at  140 
New  Montgomery  Street, 
Room  1507,  San  Francisco, 
CA  94105. 


p&  pacificEStelesis 
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ized  directories  vjTOUp 

nationwide; 


In  a  period  of  world  austerity,  Costa  Rica 
still  lives  high  on  borrowed  money.  Its  se- 
cret: those  nine  Nicaraguan  comandantes. 

Bankruptcy 
without  pain 


By  Howard  Banks 


.- 

ntoirn  San  Jose,  Costa  Rica 
Business  is  good,  but  the  country's  bankrupt. 


William  TTiumpso 


Costa  Rica  is  not  your  standard 
Central  American  picture  of 
squalor  side  by  side  with  luxu- 
ry. The  streets  of  the  capital,  San  Jose, 
bustle  with  well-dressed  workers  and 
shoppers.  The  young  women  are  the 
prettiest  in  Latin  America.  The  cli- 
mate is  mild,  and  roads  are  well 
paved,  even  out  into  the  country. 
Telephones  and  electricity  and  water 
mostly  work.  Life  expectancy  is  over 
70  years,  against  64  years  in  all  Latin 
America.  Even  democracy  and  the 
justice  system  work  here. 

The  only  flaw  is  that  Costa  Rica  is 
bankrupt. 

How  did  such  an  intelligent  com- 
munity get  that  way?  The  same  way 
half  the  world  did:  Costa  Ricans  want- 
ed more  than  they  could  earn,  and 
foreign  bankers  were  eager  to  help 
make  it  possible.  The  tiny  nation's 
external  debt  is  now  $4  billion  for  a 
2.5  million  population. 

Fortunately  for  Costa  Rica,  there 
are  communists  in  the  neighborhood, 
and  that  means  a  helping  hand  from 
the  U.S.  "As  long  as  there  are  nine 
comandantes  [the  nine  Sandinista 
leaders]  in  Nicaragua,  we'll  be  able  to 
get  $200  million  [a  year  from  Wash- 
ington], more  or  less,  in  aid.  Then 
we'll  survive,"  says  Oscar  Arias,  the 
National  Liberation  Party's  (mildly 
socialist)  candidate  for  next  year's  na- 
tional presidential  election  and  the 
present  favorite.  If  there  were  ten  co- 
mandantes, he  says  half-jokingly, 
Costa  Rica  might  get  more. 

In  addition  to  about  $200  million 
from  the  U.S.,  the  International  Mon- 
etary Fund  has  granted  a  $50  million 
standby  credit;  the  commercial 
banks,  led  by  Bank  of  America,  ex- 
tended $75  million  in  medium-term 
loans  to  pay  the  interest  on  existing 
debt;  and,  most  important,  $80  mil- 
lion in  fresh  money  has  come  in  as  the 
first  payment  from  an  eight-year 
please-fix-your-economy  World  Bank 
loan,  thanks  to  a  nudge  from  the  U.S. 

Even  with  all  that  aid,  belt-tighten- 
ing is  necessary,  but  Costa  Ricans, 
with  the  highest  incomes  in  Central 
America,  show  little  enthusiasm  for 
it.  "People  are  saying  we  should  go  12 
steps  back  so  that  we  can  take  1  for- 
ward. It  doesn't  make  much  sense  to 
me,"  says  the  appointed  planning 
minister,  Juan  Manuel  Villasuso. 

Among  the  problems  hard  to  face: 

•  The  fat  government  payroll,  34% 
of  total  employment,  including  na- 
tionalized banks,  utilities,  liquor,  oil 
and  insurance  companies. 

•  The  big  debts  of  the  moneylosing 
government-run  companies,   includ- 
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Webb  Magnum 


Family  of  strikers  at  United  Fruit's  banana  plantation 

The  strike  ruined  the  plantation;  now  the  government  plans  to  buy  it  to  save  the  jobs. 


ing  Codesa,  which  owns  a  ragbag  of 
companies,  like  a  cement  works  in  an 
inaccessible  location  with  no  raw  ma- 
terials. Some  $140  million  of  U.S.  aid 
will  go  to  pay  off  Codesa's  debts. 

•  The  banks,  where  a  committee  of 
political  appointees  and  bank  worker 
unions  hold  the  power.  "These  people 
have  great  influence  where  money  is 
lent — and  mostly  have  no  real  idea 
how  a  bank  should  work,"  says  Rodri- 
guez Madrigal-Nieto,  former  presi- 
dent of  the  legislature. 

Most  of  Costa  Rica's  exports  are 
traditional  goods — coffee,  bananas, 
meat  (mainly  beef),  sugar.  Prices  are 
generally  poor;  sugar  sells  for  less 
than  4  cents  a  pound.  Since  the  cre- 
ation of  the  Central  American  Com- 
mon Market,  Costa  Rican  manufac- 
turing has  increased  60%,  but  it's  so 
protected  that  goods  are  often  low 
quality  and  uncompetitive  in  open 
markets.  Lower  the  barriers?  "Our 
business  people  have  a  strong  aver- 
sion to  risk,"  confesses  one  politician. 
A  lavish  welfare  system  adds  about 
40%  to  employers'  labor  costs.  There 
aren't  even  good  native  crafts  because 
there  are  so  few  natives;  the  popula- 
tion is  94%  Spanish-descent  whites, 
and  even  the  best  leather  goods  are 
imported. 


Chris  Sieele  PerklnsrMagnun 


Contras  training  in  Costa  Rica 

More  money  for  10  comandantes? 

Result:  With  all  the  interest  due  on 
loans,  the  current  account  deficit  is 
forecast  at  $320  million  this  year, 
against  $290  million  in  1984,  not  in- 
cluding the  uncounted  cost  of  smug- 
gled luxury  goods  from  Panama,  trad- 
ed in  dollars. 

Tourism  could  help,  but  local  costs 
are  high.  In  San  Jose  a  new  Holiday 
Inn,  scheduled  to  open  this  summer, 
has  been  seven  years  in  the  building. 
"I  tell  you,  if  I  had  to  do  it  over,  I 
wouldn't  be  involved,"  says  local  U.S. 
businessman  Beriot  Dellale. 

After  contracting  in  1981-82,  real 
GNP  was  up  an  impressive  6.6%  last 
year,  but  mostly  because  foreign  aid 
primed    the    pump.    This    year    4% 


growth  is  predicted,  but  inflation  is 
still  15%  to  17%  a  year.  Sales  of  orna- 
mental plants  and  cut  flowers  ($32 
million  in  1984)  are  climbing,  and  a 
few  so-called  drawback  industries 
have  come  in — sewing  bras  and 
blouses  from  material  first  cut  in  the 
U.S.  and  then  returned.  But  as  one 
U.S.  businessman  involved  says:  "It 
will  not  solve  the  country's  problems. 
It  cuts  unemployment  a  bit,  but 
brings  in  only  limited  dollars." 

The  official  unemployment  figure 
is  low,  only  8% .  But  many  get  by  with 
marginal  work,  picking  coffee  beans 
or  selling  on  street  corners.  A  good 
guess  is  that  20%  could  use  better 
jobs,  but  better  jobs  require  invest- 
ment, and  that  is  scarce.  The  biggest 
recent  investment  was  Del  Monte's 
in  1979:  a  long-term  $35  million  for 
pineapple  plantations  to  supply  the 
U.S.  East  Coast,  with  full  production 
expected  by  1989.  The  U.S.  gave  $12 
million  for  investment  promotion, 
but  it's  been  spent  sloganeering  to 
conventions  about  the  attractions  of 
Costa  Rica  and  traveling  the  world. 

Yet  the  only  readily  visible  signs  of 
economic  strain  are  a  rise  in  crimes 
like  burglary  and  government  corrup- 
tion— payoffs  beyond  the  traditional 
ticket-fixing.  It's  not  up  to  Mexico's 
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They  say  their  cards  give  you 
T&E  expense  control. 


We  say 
watch  out  for  the  trap. 


Credit  cards  give  your  trav- 
elers a  good  way  to  pay  for 
some  of  their  expenses.  But 
your  company  needs  more. 

You  need  a  total  corporate 
expense  control  system. 
Without  it,  you  can't  pre-limit 
spending,  you  can't  prevent 
personal  charges  from  mixing 
in  with  business,  you  can't 
eliminate  cash  advances  and 
check  writing. 

You  need  the  one,  simple, 
snag-free  Gelco  Payment  Sys- 
tem that  does  it  all.  Gives  you 


upfront  control,  instant  cash 
reimbursement  for  all  your 
travelers,  total  and  timely  in- 
formation management. 

Custom-designed  and  auto- 
mated to  your  exact  needs. 
With  the  flexibility  to  grow  as 
your  company  grows. 

Thousands  of  companies  — 
like  ITT,  Johnson  &  Johnson, 
Pitney-Bowes,  Wm.  Wrigley 
Jr.  —  already  avoid  the  trap 
with  their  own  Gelco  systems. 

Don't  let  your  company  get 
cornered.  Talk  to  Gelco  today. 


r 

Call  800-328-0257 

Or  mail  this  coupon  for  the  Gelco  fact  book  on  computer-age  expense  control. 
In  MN  call  612-828-2236. 


Name  __ 
Company 
Address  _ 


Title  . 


GEIGO 


PI  one 


Payment  Systems,  Inc. 

Three  Gelco  Drive   Eden  Prairie,  MN  55344 


I 
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standards,  but,  more  than  before, 
Costa  Rican  customs  and  other  offi- 
cials stall  until  they  are  paid  off. 

Is  there  any  prospect  of  improve- 
ment? None  is  on  the  horizon.  Costa 
Ricans  debate  everything  so  thor- 
oughly that  nothing  is  passed  by  the 
legislature  until  there's  consensus, 
good  or  bad.  Each  president  has  a  sin- 
gle four-year  term,  and  the  current 
one,  Luis  Alberto  Monje — a  literary 
man  and  the  last  of  the  old-guard  poli- 
ticians to  be  president,  more  or  less 
because  it  was  his  turn — has  yet,  it  is 
said,  to  give  a  single  direct  order  after 
three  years  in  office. 

Realistically,  there  is  no  chance  of 
red  rebellion,  Nicaraguan-style.  Only 
3%  of  the  electorate  votes  to  the  ex- 
treme left;  the  voters'  reaction  to  cri- 
sis has  been  to  swing  to  the  right. 
Organizing  a  Latin-style  coup  would 
be  a  problem;  there  is  no  army,  only  a 
police  force.  There  would  be  no  point 
in  taking  over  the  presidential  palace. 
It's  "guarded"  by  only  four  policemen 
at  most,  and  no  power  resides  there. 

Won't  the  U.S.,  the  World  Bank  and 
the  IMF  lose  patience  if  the  govern- 
ment doesn't  take  action  to  straighten 
out  the  economy?  Not  so  long  as  the 
nine  comandantes  rule  in  Nicaragua 
to  the  north.  Can  you  blame  the  Costa 
Ricans  if  they  don't  want  to  tighten 
their  belts?  Nobody  does  if  he  doesn't 
have  to.  ■ 


Going  bananas 


It  used  to  be  that  the  one  thing 
you  could  depend  on  for  mon- 
ey in  Costa  Rica  and  elsewhere 
in  Central  America  was  bananas. 
Not  anymore.  World  banana 
prices  have  been  cut  in  half  as 
competitors  like  Colombia  sub- 
sidize growers,  as  dollar-hungry 
Nicaragua  dumps  bananas  into 
the  U.S.  for  whatever  it  can  get, 
and  as  the  cost  of  fuel  for  banana 
boats  rises.  United  Fruit  was  once 
the  largest  single  landowner  and 
the  largest  single  corporate  em- 
ployer in  Costa  Rica.  But  after  a 
72-day  strike  organized  by  the 
tiny  communist  banana  workers 
union,  its  Pacific  Coast  planta- 
tion was  ruined.  Now  it  is  negoti- 
ating to  sell  that  plantation  to  the 
government,  which  says  it  will 
run  it,  at  a  loss  if  necessary,  to 
save  the  2,600  jobs.  United  Fruit 
is  still  investing  in  palm  oil  plan- 
tations in  Costa  Rica  and  will 
continue  to  buy  bananas,  but  un- 
der contract  with  local  Atlantic 
coast  growers. — H.B. 
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Can  you  find 
Lomas&Nettleton 
in  this  picture? 


Take  a  good  look  at  the  good  life  in 
America,  and  you'll  find  Lomas  & 
Nettleton.  Because  Lomas  &  Nettleton 
is  the  nation's  premier  mortgage 
banker,  with  a  mortgage  servicing 
portfolio  of  more  than  $18  billion.  And 
with  an  interest  in  every  aspect  of 
American  life.  So  you'll  find  Lomas  & 
Nettleton  in  neighborhoods  across  the 
country,  financing  the  houses  of 
typical  families,  and  making  it  possible 


for  grandfathers  and  grandchildren 
to  share  the  home-made  joys  of 
American  life.  You'll  also  find  Lomas 
&  Nettleton  in  office  buildings,  retail 
centers,  and  warehouses.  In  schools 
and  on  playgrounds.  In  distribution 
centers.  And  in  all  the  places  where 
Americans  live,  work,  shop,  play,  and 
grow.  You  see?  Picture  life  in  America, 
and  you'll  just  naturally  find 
Lomas  &  Nettleton. 
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The  Lomas  &  Nettleton  Financial  Group 

TIk  nation 's  premier  mortgage  banking  institution. 
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Marketing 


Edited  by  Stephen  Kindel 

Next  year  s  fashionable  colors  in  furniture 
and  carpet  have  already  been  decided.  By 
whom,  you  ask?  Read  on. 

Perhaps 
something  in 
corn  tassel? 


By  Barbara  Rudolph 


Unless  you're  a  collector  of  ob- 
scure Washington,  D.C.  trade 
organizations,  chances  are 
you've  never  heard  of  the  Color  Mar- 
keting Group.  But  in  its  own  way,  the 
CMG  has  a  major  influence  on  how 
you  live  your  life.  That's 
because  it  determines,  as 
much  as  any  single  orga- 
nization can,  the  colors 
slapped  on  everything 
from  towels  to  carpets  to 
bathroom  tiles. 

Each  year  the  group 
meets  to  predict  the  col- 
ors likely  to  become  popu- 
lar two  years  out.  That's 
the  average  lead  time  for 
makers  of  most  large  con- 
sumer durables.  With  the 
consensus  view  of  up-and- 
coming  colors,  CMG  cre- 
ates one  powerful  palette. 

Whether  you're  making 
paints  or  bathroom  tow- 
els, you  can't  ignore  the 
consensus.  So,  explains  Ed 
Peters,  a  color  consultant 
for  3M  Corp.,  "The  fore- 
cast is  a  self-fulfilling 
prophecy."  Peters  uses  the 
palette  to  choose  colors  for  3M's  tape 
striping  system,  which  is  used  in 
place  of  painted-on  pinstripes  on  cars 
and  recreational  vehicles.  Sandra 
Jones,  managing  art  director  for  Gib- 
son Greetings,  who  depends  on  the 
forecast  in  choosing  colors  for  Gib- 
son's line  of  greeting  cards  and  gift- 


wrap  paper,  agrees.  "The  CMG  fore- 
cast becomes  fact,"  she  says. 

CMG  exists  because  marketers 
can't  choose  their  color  line  in  a  vacu- 
um. Say  you're  designing  a  line  of 
carpets.  You  need  to  know  which  col- 
ors furniture  makers  will  be  using  in 
living  room  sets.  Bathroom  towels  do 


1~UTH 


better  when  they  match  bathroom 
tiles,  and  so  on.  Through  informal 
discussions,  marketers  begin  to  sound 
each  other  out  on  their  preferences. 
Since  such  conversations  smack  of 
corporate  collusion,  CMG's  800  cur- 
rent memberships  are  all  technically 
held  by  individuals,  not  corporations. 


"We  don't  want  to  go  to  jail,"  jokes 
past  president  Jim  Brown. 

Marketers  don't  look  to  CMG  to 
announce  short-lived  fashions.  An- 
other trade  group,  the  Color  Associ- 
ation of  the  U.S.,  has  staked  out  that 
territory.  Instead,  the  CMG  forecast 
reflects  and  creates  longer-lasting 
trends;  avocado  and  harvest  gold,  for 
example,  the  earth  tones  of  the  early 
Seventies. 

Color  Marketing  Group,  founded  in 
1962,  misses  a  big  color  move  now 
and  then.  That's  because  some  color 
trends  come  from,  well,  out  of  the 
blue.  CMG's  Executive  Director  Ever- 
ett Call  remembers  one  such  case, 
when  a  manufacturer  of  bathroom  fix- 
tures decided  to  include  lavender  ba- 
sins and  tubs  as  part  of  its  booth  in  a 
trade  show.  Lavender  would  be  an  at- 
tention-grabber, the  firm  thought,  but 
no  one  would  actually  buy  it.  You 
know  the  end  of  the  story:  The  com- 
pany was  besieged  with  requests  for 
lavender,  and  a  new  look  in  bath- 
rooms was  born. 

And  sometimes  marketers  throw 
caution  to  the  wind  in  choosing  col- 
ors. That's  how  J. P.  Stevens  came  to 
include  black  in  its  line  of  carpets  a 
year  ago — a  color  nowhere  to  be  found 
in  the  CMG  forecast.  Vice  President 
John  V.C.  Weller  thought  the  popular- 
ity of  black  in  Japanese  clothing 
might  extend  to  carpets.  It  didn't.  "I 
think  it  looks  great,  but 
it's  a  poor  seller,"  he  says. 
If  you're  wondering 
what  colors  CMG  antici- 
pates for  the  spring  1986 
season,  forget  it.  CMG 
jealously  guards  its  pal- 
ette and  won't  let  it  be 
reproduced.  The  forecast 
is  divided  into  three 
groups — what  the  CMG 
calls  established,  ascend- 
ing and  forecast  colors.  Es- 
tablished colors,  already 
strong  in  the  market,  in- 
clude grays  and  mauves 
("soft"  and  "dusty"  col- 
ors, in  the  lingo).  Ascend- 
ing colors,  which  in  the 
jargon  are  deeper  and 
more  saturated,  include 
blues  and  reds.  Look  for  a 
lot  of  yellow  in  1986. 

But,  of  course,  it  won't 
be  called  plain  yellow. 
CMG's  colors  bear  such  names  as  In- 
diana clay,  Malibu  sand,  golden  khaki 
and  corn  tassel.  And  if  you're  interest- 
ed in  something  the  color  of  a  mush- 
room, keep  your  eyes  peeled  for  a  col- 
or called  Kennett  Square,  Pa.  That's 
the  mushroom  capital  of  the  U.S. 


— . — . ■_ - 


114 


l..t.,t«il..^m.,»^...^^«.«.gCT^.»^.~ — , 


FORBES,  APRIL  29,  1985 


We'll  analyze  your  freight  transportation 
needs— inbound,  outbound,  just  in  time— to 
prove  how  competitive  our  price  and  service 
package  can  be.  And  it  won't  cost  you  a  cent. 
Take  the  Conrail  challenge  today.  Write: 
Charles  N.  Marshall,  Senior  Vice  President 


Marketing  &  Sales,  Conrail,  Six  Penn  Center 
Plaza,  Room  1040  D,  Philadelphia,  Penn- 
sylvania 19103.  Or  call  1-800-8-ACTION.  In 
Canada,  call  collect,  0-215-977-5825. 
You  have  nothing  to  lose  but 
the  old  way  to  ship. 


CONRAIL 


Technology 


By  Karen  Freifeld 


Edited  by  Stephen  Kindel 


There  are  some  who  say  the  Zymark  labo- 
ratory robot  isn't  smart  enough  to  be  a 
robot.  Yet  Zymark  expects  profits,  while 
other  robotics  firms  struggle  to  survive. 

The  one-armed 
chemist 


Zymark  Corp.  's  laboratory  robotic  system 

They  don't  care  about  parties  the  night  before. 


For  the  technicians  who  endlessly 
process  radioactive  plutonium  sam- 
ples, the  work  at  Los  Alamos  Nation- 
al Laboratory  is  tedious  and  can  be 
dangerous.  But  recently,  a  robot  has 
begun  to  take  over  the  manual  task  of 
the  three  technicians  who  prepare  the 
samples.  "The  robot  won't  exactly 
replace  them,"  says,  staff  chemist 
Tony  Beugelsdijk,  "but  it  will  remove 
the  hazards,  so  the  people  won't  be 
exposed  to  radioactive  materials  any- 
more." 

While  large  industrial  robots  have 
been  getting  all  the  attention — lately 
because  of  slower  sales  growth  than 
for  smaller  robots — a  market  has  qui- 
etly begun  to  develop  in  tabletop  ro- 
botic arms.  One  emerging  player  in 
that  market  is  Zymark  Corp.  of  Hop- 
kinton,  Mass.,  a  four-year-old,  still 
privately  held  company  that  built  a 
robotic  system  specifically  designed 
for  the  chemistry  lab.  State-of-the-art 
Zymark  isn't.  A  typical  $30,000-to- 
$35,000  Zymate  System  consists  of  a 
2-foot-long  robotic  arm  on  a  2-foot- 
high  base,  surrounded  by  such  basic 
laboratory  equipment  as  an  electronic 
balance  for  weighing  samples  and 
a  mixer. 

Granted,  the  Zymark  robot  is 
unique  in  that  it  can  automatically 
change  hands:  The  robot  can  attach  a 
gripper  hand  to  grasp  a  test  tube,  for 
instance,  and  then  park  that  hand  in  a 
stand  and  replace  it  with  a  syringe 
hand  for  another  step  in  the  analytic 
process.  But  the  Zymark  robot  doesn't 
possess  any  of  the  tactile  or  decision- 
making abilities  of  sophisticated  in- 
dustrial robots.  This  has  led  purists  to 
describe  the  Zymate  System  as  a  "ma- 
nipulator" and  claim  it  doesn't  have 
the  smarts  to  be  called  a  robot.  "Com- 
pared with  industrial  robots,  the  Zy- 
mark robot  is  primitive,"  says 
Charles  Lochmuller,  chairman  of  the 
department  of  chemistry  at  Duke 
University. 

So  how  does  Zymark  expect  to 
make  a  profit  with  its  Zymate  System 
in  1985,  while.other  robotics  compa- 
nies are  struggling  to  survive?  By  us- 
ing common  sense,  says  Peter  Cohen, 
senior  analyst  at  International  Data 
Corp.,  a  market  research  firm  in  Fra- 
mingham,  Mass.:  "Zymark  found  the 
strategy  for  success  in  the  robotics 
industry — they  found  a  market  before 
they  built  a  robot." 

When  Zymark  was  formed,  in 
March  1981,  management  didn't 
know  what  kind  of  equipment  it 
planned  to  manufacture.  "We  spent 
the  first  three  or  four  months  asking 
chemists  what   they  did   and  what 
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their  needs  were/'  says  Senior  Vice 
President  James  Little.  The  company 
soon  identified  sample  preparation  as 
the  only  step  in  the  analytical  process 
that  was  still  done  manually.  Actual 
sample  analysis  has  already  been 
automated  and  computers  now  ana- 
lyze data  collection. 

Preparing  a  sample  for  analysis  is  a 
painstaking,  repetitive  and  time-con- 
suming task.  It  takes  a  half-hour,  for 
instance,  for  a  technician  to  process 
each  plutonium  sample  manually  be- 
fore it  can  be  measured  for  impurities. 
Says  Lochmuller:  "You  train  people 
to  do  a  sample  preparation.  They  do  it 
for  six  months,  and  then  they  don't 
even  want  to  get  up  in  the  morning  to 
do  another  one." 

But  robots  don't  care  about  parties 
the  night  before.  They  also  don't  get 
distracted  and  add  reagent  to  a  sample 
twice,  or  leave  a  sample  in  a  heating 
bath  for  too  long.  That's  why  labora- 
tories using  robots  report  more  accu- 
rate results,  according  to  Lochmuller. 
In  addition,  technicians  can  repro- 
gram  the  Zymark  robot  for  different 
tasks.  Most  industrial  robots  must  be 
customized  by  engineers  before  they 
can  do  a  task.  This  can  cost  up  to 
twice  the  price  of  the  hardware,  ac- 
cording to  Terry  Hight  of  Radian 
Corp.,  an  Austin,  Tex.  engineering 
services  firm  that  customizes  IBM 
electronic-assembly  robots  for  labora- 
tory use. 

As  a  result  of  its  market  focus,  Zy- 
mark has  an  installed  base  of  over  300 
systems,  a  number  that  the  company 
expects  to  double  this  year.  Although 
it  won't  release  financial  figures,  Lit- 
tle says,  "We're  at  the  break-even 
right  now.  We  would  have  been  profit- 
able, but  we  decided  to  expand  into 
Europe." 

Zymark  plans  to  go  public  in  a  few 
years.  But  first  it  must  withstand 
competition.  At  the  end  of  February, 
Perkin-Elmer,  a  major  factor  in  scien- 
tific instruments,  introduced  a  robot 
that,  according  to  Peter  Barrett,  P-E's 
director  of  laboratory  robotics,  will 
compete  with  the  Zymate  System. 
The  market  for  these  robots,  esti- 
mates Zymark,  is  30,000  to  50,000 
units  worldwide. 

Sample  preparation,  although  a 
great  market,  is  only  a  beginning  for 
laboratory  robots.  Researchers  at  both 
Purdue  and  Duke  universities,  sens- 
ing the  possibilities,  are  trying  to  give 
the  lab  robot  more  intelligence.  Says 
Duke's  Lochmuller  approvingly: 
"You  could  have  sent  one  into  the 
Union  Carbide  plant  in  Bhopal,  India 
[after  the  disaster]  without  worrying 
about  anyone." 


Robot  on  call 


Industry  isn't  the  only  place  for 
robotics  in  the  laboratory.  The 
Cleveland  Clinic  is  the  first  hospi- 
tal in  the  country  to  use  a  robot  in 
its  clinical  laboratory,  and  the  Tex- 
as Department  of  Health  proudly 
boasts  the  first  used  in  a  state  pub- 
lic health  laboratory. 

Both  claim  robots  are  a  way  to 
help  contain  medical  costs  with- 
out compromising  standards  of 
medical  care.  "The  biggest  plus  is 
that  robots  allow  you  to  expand  the 


number  of  tests  that  can  be  done 
without  increasing  the  labor 
costs,"  says  CE.  Pippenger,  head  of 
the  section  of  applied  clinical  phar- 
macology at  the  Cleveland  Clinic. 
Pippenger  says  a  lot  of  tests  aren't 
being  done  now  that  really  should 
be,  and  would  be,  if  robots  were 
widespread. 

"Within  three  to  five  years," 
says  Pippenger,  "every  hospital 
with  more  than  400  beds  will  have 
a  robot  in  the  laboratory."— K.F. 


Technology 


Health 


Alcohol  seems  to  pack  much  more  of  a 
punch  with  women  than  with  men.  Why? 
That's  harder  to  say. 

Is  liquor 
really  quicker? 


By  Robert  Teitelman 


Evidence  is  being  gathered  that 
alcohol — whether  in  beer, 
wine  or  spirits — may  cause 
more  risk  of  liver  damage  in  women 
than  in  men.  "Most  of  the  data  sug- 
gest that  women  may  be  more  sus- 
ceptible to  the  absolute  amount  of 
alcohol  than  men,"  says  Dr.  Mack 
Mitchell,  director  of  the  Alcohol  Re- 
search Center  at  Johns  Hopkins  Uni- 
versity in  Baltimore.  "If  a  high  risk  is 
reached  in  men  at  a  pint  or  more,  for 
women  it  might  be  half  or  three-quar- 
ters of  that." 

Why?  First,  on  average,  most  wom- 
en are  smaller  than  men.  Thus,  if  they 
drink  the  same  amount  of  alcohol, 
their  livers  have  to  break  down,  or 
metabolize,  a  relatively  larger  amount 
in  proportion  to  their  size  and  weight. 
Second,  women  have  more  body  fat, 


Drinking  beer  in  a  Manhattan  bar 
Burning  an  invisible  candle? 
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The DefenseJw 
Never  Rests. 
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'he  Greek  word  for  shield  is  "Aegis"  And  that's  exactly  what  RCA  gave  tht 
cruiser  in  this  picture.  A  shield  that  can  protect  an  entire  fleet. 
In  fact,  the  AEGIS  Combat  System  which  RCA  designed  for  the  U.S.  Navy 
can  simultaneously  track  hundreds  of  aircraft  and  missiles  while  it  maintains  continuous 
surveillance  of  anything  that  moves  on  or  above  the  water. 

This  makes  AEGIS  the  most  advanced  missile  and  air  defense  system  on  the 
high  seas.  And  it  makes  RCA  the  first  company,  ever,  to  be  given  total  responsibility  fori 
the  development  of  a  complete  shipborne  combat  system. 
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'oday,  two  cruisers,  USS  Jiconderogo  and  USS  Yorktown,  patrol  the  seas 
with  AEGIS.  But  soon,  they'll  have  a  lot  of  company.  RCA  is  already  at  work 
11  additional  ships'  systems. 

Which  should  come  as  no  surprise.  RCA  is  constantly  involved  in  vital  electronic 
d  communications  work  for  the  armed  forces. 

'e're  designing  and  building  test  equipment  for  Army 
tanks  and  vehicles  so  the  Army  can  maintain  a  higher 
ite  of  readiness. 

RCA  is  also  under  contract  with  the  Air  Force  for  the  Ground 
ave  Emergency  Network  (GWEN),  which  will  provide  survivable  communications 
vughout  the  United  States  in  case  of  a  national  emergency. 

So  not  only  does  the  defense  never  rest,  neither  do  we.  If  you'd  like  to 
find  out  more  about  what  we're  working  on,  just  write  for  "This  Is  RCA," 
0.  Box  91404,  Indianapolis,  Ind.  46291. 

After  you  read  it,  you'll  know  why  in  electronics,  communications  and  enter- 
inment,  RCA  is  one  of  a  kind. 


One 
Of  A  Kind 


Mm 


X 


7*» 


'  *Sfc*v«.  -V' 


cIMSPCACORPORAriQN,;, 


and  consequently  less  body  water  per 
unit  of  volume  than  men.  Because 
alcohol  doesn't  diffuse  into  fat  cells,  it 
remains  in  the  bloodstream.  Since 
women  have  less  blood  by  volume 
than  men,  alcohol  as  a  percentage  of 
blood  volume  must  also  be  higher  for 
women  than  for  men.  Does  that  con- 
firm poet  Ogden  Nash's  advice  to  the 
would-be  seducer  that  candy  is  dandy 
but  liquor  is  quicker?  Not  really.  The 
reason  women  don't  seem  to  hold 
their  booze  as  well  as  men,  says 
Mitchell,  "is  that  most  women  are 
normally  lighter  drinkers,  so  they 
have  slightly  lower  acquired  tolerance 
for  the  stuff." 

Differences  in  body  composition 
don't  provide  all  the  answers  about 
female  susceptibility  to  liver  damage, 
either.  Scientists  recently  have 
looked  to  hormonal  differences  to 
solve  that  riddle.  Lab  research  so  far, 
according  to  Dr.  Esteban  Mezey,  a 
professor  of  medicine  at  Johns  Hop- 
kins, has  indicated  that  female  rats 
metabolize  alcohol  faster  than  male 
rats.  "It  may  be,"  says  Mezey,  "that 
by  metabolizing  faster,  you're  doing 
damage  to  the  liver,"  in  effect,  burn- 
ing the  candle  at  an  end  no  one  can 
see.  Mezey  needs  to  do  more  research 
to  be  certain,  but  he  has  noticed  that 
in  animals  hormones  seem  to  play  a 
role  in  the  speed  with  which  alcohol 
is  metabolized.  Testosterone,  a  male 
hormone,  seems  to  inhibit  alcohol 
metabolism  in  rats.  "If  you  castrate  a 
rat,"  says  Mezey,  "you  get  an  in- 
creased rate  of  ethanol  metabolism." 

Still,  shouldn't  beer,  with  its  3.5% 
alcohol  content,  affect  women  less 
than  table  wine,  which  comes  in  at 
10%  to  12%  alcohol,  or  spirits,  at 
40%  and  up?  Logic  says  yes,  but  in  a 
recently  published  letter  to  the  New 
England  Journal  of  Medicine,  two  Uni- 
versity of  Ottawa  physicians,  Dr. 
Amin  Nanji  and  Dr.  Samuel  French, 
reviewed  worldwide  statistics  on  liver 
disease  and  alcohol  consumption  and 
discovered  that  the  female-to-male  ra- 
tio of  liver  disease  was  highest  in 
beer-drinking  countries,  such  as 
Great  Britain,  Australia,  Canada  and 
Ireland.  The  results  came  as  a  sur- 
prise. "Common  sense  tells  you  it 
should  be  wine  and  liquor,  not  beer," 
says  French.  "It  was  quite  exciting  to 
see  there  may  be  something  in  beer 
that  affects  females  but  not  males." 

But  French  and  Nanji  are  cautious 
researchers.  They  say  that  it's  equally 
possible  that  their  evidence  proves, 
not  that  women  are  adversely  affected 
by  beer,  but  that  men  are  more  sus- 
ceptible to  wine  and  spirits.  Or  wom- 
en in  beer  countries  may  simply  drink 
more  alcohol  overall  than  those  in 


wine  or  spirit  countries. 

There  are  other  issues  as  well. 
Mitchell  cites  a  number  of  earlier 
studies  that  indicate  no  difference  in 
the  susceptibility  to  liver  disease  if 
you  take  into  account  the  absolute 
amount  of  alcohol  in  beer,  spirits  and 
wine.  Moreover,  a  study  done  by  Dr. 
Harvey  Brenner,  a  Johns  Hopkins  re- 
searcher, showed  the  strongest  corre- 


lation between  cirrhosis  and  a  par- 
ticular form  of  alcohol  exists  for  spir- 
its. The  least?  Beer.  In  all  cases  there 
was  a  direct  correlation  between  the 
disease  and  the  absolute  amount  of 
alcohol  consumed. 

It  all  comes  down  to  the  fact  that 
alcohol  taken  in  excess  simply  isn't 
good  for  anyone — and  particularly  not 
for  women. 


Technology 


Software 


What  does  "information  manage- 
ment" mean?  DayFlo,  Inc.  is  still 
trying  to  determine  that. 


It's  a  bird, 
it's  a  plane 
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By  Ellen  Benoit 


If  anybody  still  wonders  why 
the  personal  computer  business  is 
such  a  crapshoot,  consider  tiny 
DayFlo,  Inc.  It  has  been  trying,  almost 
from  the  time  it  first  announced  its 
software  in  November  1983,  to  posi- 
tion its  product  properly  in  order  to 
maximize  sales. 

At  first  the  privately  held  Irvine, 
Calif. -based  company  decided  to  sell 
its  package,  also  called  DayFlo,  as  an 
"information  management"  tool,  i.e., 
a  database  manager.  But  last  May, 


with  the  program  on  its  way  to  deal- 
ers, the  company  hired  Aubrey  Easter- 
Lin  as  senior  vice  president  of  market- 
ing and  sales.  Easterlin  had  come  from 
Contel  Cado  Computer  Systems  and 
knew  something  about  software  mar- 
keting. He  immediately  warned  Day- 
Flo  that  it  lacked  a  strategy  needed  to 
retail  the  product  successfully.  The 
best  thing  to  do,  he  said,  was  to  "go 
dark,"  at  least  for  the  summer,  and 
come  up  with  a  better  plan. 

So  DayFlo  pulled  in  its  promotional 
horns — it  postponed  most  of  its 
planned  advertising  space  and  direct 
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Our  Professional  Calculators 

are  waiting  for 

your  next  generation  of  employees. 


Today's  kids  grow  up  fast.  They 
row  up  smart,  too.  And  before  you 
now  it,  they'll  be  working  in  your 
ffices.  Demanding  the  very  best  office 
;quipment  to  get  the  job  done. 

Don't  let  today's  kid  down. 

Get  today's  Canon  calculators  and 
e  prepared  for  tomorrow's  employees 

Why  are  we  so  sure? 

Simple.  We've  been  making 
rofessional  calculators  for  over 
/venty  years  now.  And  every 
ne's  been  built  to  last.  One  * 

leneration  after  another.  A 

Which  is  why  so  many  of     m 
iur  customers  continue  to  rely 
in  Canon  calculators  as  their 
:ompanies  grow. 

We  keep  improving  them,  too. 
bday's  Canon  calculators  are  sleek 
ind  trim.  They're  simple  to  use.  And 
hey're  made  of  components  so 


reliable  and  durable,  they  could  save 
you  a  lot  of  headaches  in  the  long  run. 

Like  all  Canon  calculators,  our 
newest  were  designed  for  human 
comfort.  With  keyboards  weighted 
and  contoured  for  error-free  operation. 
All  of  which  may  make  your  present 
employees  hold  up  as  well  as  our 
calculators. 

So  if  you're  looking  for 

calculators  that  are  most  likely 

to  stick  by  you  through  thick 

and  thin,  it's  time  you  looked 

^■^        into  ours. 
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Why  not  call  toll-free  1-800-323-1717 
Ext.  303  (In  Illinois:  1-800-942-8881, 
Ext.  303)  and  find  out  more  about  our 
latest  ten  and  twelve-digit  calculators. 
We're  sure  you'll  find  they'll  stand 
up  to  the  biggest  - 

test  of  all.  ^       ^^^P 

Time. 


CP1218D 


Other  CP  models  include 

CP1208D,  CP1208  /  CP1018D,  CP1008D,  CP1008 

Where  quality  is  the  constant  factor. 

Canon 

ELECTRONIC  CALCULATORS 

CANON  U.S.A.,  INC.,  One  Canon  Plaza,  Lake  Success,  NY  11042 
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MOORE  REPORT: 

Innovative  ideas  in  managing  information  more  efficiently. 


How  Moore  combines 
computer  and  press 
to  reduce  your  costs 
of  doing  business. 


For  years,  many  companies 
have  depended  on  Moore  to 
print  their  business  forms: 
benefits  statements,  dividend 
notices,  bills,  order  forms  and 
so  on.  Today,  Moore  is  not  only 


',  j. 


eliminates  the  time-consuming, 
intermediate  steps  that  most 
companies  previously  took  for 
granted,  making  it  possible  for 
Moore  to  create  new  forms  to 
cut  their  cost  of  doing  business. 

The  Applications 
are  Practically  Endless. 

Using  Intelligent  Imaging 
technology,  we  helped  a  bank 
cut  its  employee  benefits 
statements  from  two  mailings  to 
one,  reducing  costs  by  12%. 
We  helped  a  local  government 
convert  the  processing  of  its 
real  estate  tax  forms  to  a  simpler, 
more  efficient  system,  reducing 
costs  considerably  over  the 
previous  year.  We  turned  an 
insurance  company's  proxy 
statement  into  a  cost-efficient 
four-part  mailer.  And  we 
streamlined  another  company's 
purchase  order  system  by 
replacing  ten 
purchase  orders 
with  one. 


printing  forms  for  these  com- 
panies, but  processing  and 
distributing  them  as  well.  And 
doing  it  more  cost-efficiently 
than  the  companies  could  do 
themselves. 

The  New  Technology  of 
Intelligent  Imaging] 

Moore  has  developed  an 
advanced  electronic  system 
that  marries  the  process  of  ink- 
jet  printing  with  a  computer. 
We  call  it  "Intelligent  Imaging." 
If  s  a  system  that  images  variable 
and  fixed  data  on  documents, 
then  delivers  those  documents 
directly  into  the  mailbag,  pre- 
sorted by  postal  code. This 


Moore  as  a 
Technological  Leader. 

As  a  pioneer  in  the  manage- 
ment of  business  information, 
Moore  is  a  world  leader  in  utiliz- 
ing the  latest  technology  to 
solve  business  problems.  If 
you're  a  company  with  informa- 
tion to  communicate,  give  us  a 
call.  And  let  us  show  you  some 
of  the  new  and  innovative  ways 
in  which  we  can  work  with  you 
to  save  you  money. 
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1205  Milwaukee  Ave. 
Glenview,  IL  60025 
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mail,  and  changed  advertising  agen- 
cies— and  quietly  worked  out  a  way  to 
reposition  its  software.  Suspending 
promotion  just  after  delivering  a  new 
product  is  a  good  way  to  risk  losing 
the  market's  faith,  but  Easterlin  felt 
that  holding  back  was  better  than 
throwing  money  at  bad  promotion: 
Advertising  and  dealer  education  for  a 
single  program  can  cost  a  small  com- 
pany as  much  as  $3  million. 

Company  Chairman  Robert  Gil- 
christ, whose  degree  from  Glasgow 
University  is  in  physics,  was  taken 
with  Easterlin's  logic.  "We  started  out 
as  a  technology-rich  company,"  says 
Gilchrist,  "not  a  marketing-rich  com- 
pany like  Ovation."  Among  several 
well-known  software  failures  that 
took  place  last  year,  Norwood,  Mass.- 
based  Ovation  Technologies,  Inc. 
probably  made  the  most  headlines  for 
raising  and  spending  $6.8  million  on 
an  integrated  software  program  that 
was  heavily  promoted  but  never  de- 
livered. The  company  is  now  deciding 
whether  to  liquidate. 

While  Ovation  was  being  hyped  out 
of  business,  DayFlo  kept  quiet.  A  pret- 
ty smart  move,  in  retrospect.  Finally, 
at  the  beginning  of  August,  the  com- 
pany staged  a  splashy  New  York  in- 
troduction for  DayFlo,  a  free-form, 
text-oriented  database  management 
program. 

What's  the  difference?  Nothing, 
functionally.  But  the  new,  ultrapre- 
cise  label  clearly  positioned  the  pro- 
gram as  a  database  manager  with  two 
distinguishing  features:  "free-form" 
and  integral  word  processing.  Free 
form  means  records  don't  have  to  be  a 
certain  length  within  a  file;  conven- 
tional database  files  assign  each  item 
a  certain  amount  of  space  regardless 
of  how  much  is  needed.  That  wastes 
disk  space. 

DayFlo's  flexible  record  length, 
combined  with  the  word  processing 
function  and  application-generating 
tools,  better  suit  the  program  to  non- 
traditional  uses.  "DayFlo  is  not  a  so- 
lution for  classical  database  problems 
like  payroll,"  stresses  Gilchrist.  It's 
better,  he  says,  for  problems  in  which 
a  lot  of  text  has  to  be  retrieved  and 
filed  under  many  different  classifica- 
tions— for  example,  keeping  track  of 
documentation  in  a  law  office. 

But  if  people  know  how  to  use  Day- 
Flo,  they  still  aren't  sure  what  to  call 
it.  Normally,  says  Easterlin,  who  is 
now  CEO,  "If  you  don't  tell  the  world 
what  you   are,    the  world  will   tell 
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you — and  it  may  be  wrong." 

In  the  case  of  DayFlo,  the  world  was 
telling  Gilchrist  something  right. 
Says  Gilchrist,  "We  started  to  realize 
last  fall  that  the  market  is  positioning 
us."  As  what  now?  An  application 
generator.  The  reason:  When  DayFlo 
launched  its  software,  hundreds  of  re- 
tail outlets  were  signed  up,  many 
through  major  distributors  and  deal- 
ers such  as  Softsel  Computer  Prod- 
ucts and  ComputerLand. 

But  when  DayFlo  launched  a  major 
promotional  effort  for  dealers  at  the 
Comdex  trade  show  in  November,  it 
got  better  responses  from  indepen- 
dent software  vendors  known  as  val- 
ue-added resellers  (or  VARs  to  the 
acronym-prone  software  business) 
than  from  dealers.  VARs  are  best 
equipped  to  take  advantage  of  Day- 
Flo's  application-generating  capabili- 


DayFlo  had  the  time  to 
find  itself,  Gilchrist  says, 
because  it  had  raised  $10 
million  in  venture  capital 
before  the  first  shipment. 


ties,  because  they  can  customize  the 
program  to  make  it  work  on  specific 
solutions  such  as  personnel  profiles 
for  executive  search  firms  (hence  the 
adjective  "value-added"),  which  they 
then  sell  to  customers  just  as  retail 
dealers  would. 

The  trend  showed  up  on  the  books, 
too.  Says  Gilchrist,  "Frankly,  we've 
been  disappointed  in  retail  sales.  It's 
just  a  lot  easier  for  those  dealers  to 
sell  hit  products.  We  ship  far  more 
business  via  nonretail  channels, 
through  direct  sales  to  large  corpora- 
tions or  to  VARs,  even  though  that 
was  not  our  plan." 

If  DayFlo,  which  has  shipped  more 
than  2,000  copies  of  the  program,  isn't 
exactly  home  free,  it  has  managed  to 
stave  off  the  fate  that  befell  Ovation 
and  the  rest,  thanks  to  having  more 
money  for  marketing  than  most  start- 
up software  firms.  DayFlo  had  the 
time  to  find  itself,  Gilchrist  acknowl- 
edges, because  the  company  had 
raised  $10  million  in  venture  capital 
before  the  first  shipment.  "With  all 
that  money,"  he  says,  "we  could  af- 
ford to  do  this  properly."  DayFlo,  in 
short,  could  afford  to  stay  quiet  long 
enough  to  hear  what  the  market  was 
saying  about  it. 


When  AT&T 
recognizes 

excellence, 

everyone  gets 

the  message* 

AT&T  knows  that  gifts  of  Cross 

writing  instruments  are  a 
memorable  way  to  communicate 

its  appreciation  for  a  job 
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AT&T  INFORMATION  SYSTEMS 


HoWDffi 

Competition 

Is  Pianning 

lb  StealYour 

Customers 


At  first,  the  new  office  automation 
system  was  a  big  hit.  It  paid  for  itself 
in  the  first  18  months. 

But  today  the  faces  around  the 
boardroom  table  are  glum. 

While  this  company  was  investing  a 
fortune  to  become  more  efficient,  a 
smaller  competitor  was  spending  half 
as  much  to  make  itself  more  effective. 

Now  the  ambitious  David  is  steal- 
ing the  efficient  Goliath's  customers. 

This  year  American  business  will 
invest  $141  billion  in  computers  and 
communications  gear. 

The  lion's  share  will  go  for  systems 
that  automate  routine  office  chores, 

continued  on  next  page 


AT&T  INFORMATION  SYSTEMS 


continued  from  preceding  page  - 


boosting  productivity,  reducing  costs. 

But  efficiency  is  only  one  side  of  the 
coin. 

Admits  one  manager:  "Most  of  us 
are  too  busy  counting  the  beans  on 
our  desks  to  think  about  how  these  new 
systems  might  change  the  way  we 
compete. " 

The  problem  is  that  it's  a  lot  easier 
to  think  about  your  business  as  it  is, 
than  to  imagine  your  business  as  it 
could  be. 

Enter  AT&T  Information  Systems. 
We  earn  our  pay  by  helping  companies 
use  technology  to  achieve  their  objec- 


tives —  whatever  those  objectives  are. 
Below  are  a  few  ideas  to  start  your 
competitive  juices  flowing. 

0 

CATAPULT.  Bean  counters  beware! 
Right  now,  a  handful  of  companies  are 
quietiy  rewriting  the  business  school 
casebooks  by  using  information  sys- 
tems to  gain  a  strategic  advantage. 

Even  smaller  companies  have  found 
in  these  systems  the  means  to  deliver 
added-value  services  at  little  cost,  and 
to  catapult  themselves  into  new  fields  of 
opportunity. 

Example:  A  drug  company  leases  ter- 
minals to  pharmacies  to  save  ordering 


A  handful  of  companies 

are  rewriting  the 

business  school  casebooks 

by  using  information 

systems  to  gain 
a  strategic  advantage. 


costs.  Idea:  use  the  same  system  to 
process  pharmaceutical  insurance  data 
for  druggists  —  at  a  5%  commission. 
Result:  more  revenue,  closer  ties  with 
customers,  a  broader  business  base. 

Example:  A  brokerage  firm  installs  a 
system  that  links  3  ho-hum  investments 
into  a  splashy  new  service. 

The  resulting  synergy  not  only  cap- 
tures a  host  of  new  customers,  it  helps 
keep  them.  Each  is  now  triply  bound  to 
the  firm.  When  competitors  catch  up 
they  will  need  crowbars  to  pry  these 
customers  away. 

Example:  A  magazine  distributor 
tires  of  competing  solely  on  the  basis 
of  cost.  How  else  can  they  differentiate- 
their  service? 

Idea:  package  their  data  on  what  sells  • 
and  what  bombs  in  different  neighr 
borhoods  to  help  each  newsstand  striket 
the  ideal  magazine  mix  every  month. 

For  newsstand  owners,  this  means; 
more  sales,  fewer  duds.  Now  the  dis- 
tributor charges  a  premium. 

The  leaders  of  these  companies  have 
seen  technology  as  more  than  a  way  tor 
cut  costs.  They  have  discovered  am 
untapped  source  of  business  leverage^ 
They  are  making  their  own  lightning. 

0 

DEALS.The  business  machines  that  cam 
work  such  wonders  are  now  withim 
reach  of  virtually  any  company  with  a 
working  checkbook.  So  how  is  it  that 
every  ambitious  company  hasn't 
installed  a  few  whizbangs  and  made 
business  lightning  strike? 

Answer:  technology  is  only  as  good 
as  the  goals  you  set  for  it. 

At  AT&T  it  is  gospel  that  business 
strategy  dictates  system  design.  (It  is  nc 
accident  that  2,800  of  our  Account 
Executives  are  specialists  in  particular 
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ndustries.)  In  our  opinion,  too  many 
;ompanies  keep  their  "Systems"  people 
ind  their  "Business"  people  in  separate, 
vatertight  compartments. 

Little  wonder  that  the  systems  they 
)uy  tend  to  improve  the  status  quo  - 
'ather  than  propel  the  company  for- 
ward. It  is  the  difference  between  buy- 
ng  a  system  to  process  your  salespeo- 
)le's  expense  reports  ...  vs.  one  that 
lelps  them  close  more  deals. 

Free  offer:  Not  every  manager  has  a 
»rps  of  information  specialists  on  tap. 
-low,  then,  do  you  gauge  the  competi- 
ive  opportunities  today's  technology 
lolds  for  your  company? 

Recently,  we  ran  across  an  article  in 
he  Harvard  Business  Review  that  can 
lelp  you  see  your  choices  clearly  — 


before  you  call  in  the  vendors.  It  is  objec- 
tive and  brief.  For  a  free  reprint,  please 
telephone  1-800-247-1212. 


ADVERTISEMENT.  Business  leaders 
often  complain  that  the  high  priests  of 
technology  are  too  gung-ho  for  change, 
that  new  systems  become  old  systems 
too  fast. 

Just  as  often,  it  is  the  company  itself 
that  has  changed.  Business  imperatives 
have  a  nasty  way  of  evolving  right  out 
from  under  an  expensive,  just-installed 
system. 

Enter  AT&T.  Recent  changes  in  the 
way  our  company  competes  have 
spurred  us  to  devise  a  new  approach  to 
office  automation.  Result:  a  "systems 


architecture"  that  makes  change  work 
for  business  -  instead  of  against. 

The  briefing  books  on  AT&T's  new 
Information  Systems  Architecture  are 
heavy  going  for  non-technical  types. 
Most  ask  for  the  capsule  version. 

Here  it  is. 

Instead  of  pinning  our  hopes  on  a 
particular  kind  of  business  machine, 
AT&T  is  creating  a  set  of  high-tech 
"building  blocks."/!  system  of  systems  in 
which  office  machines  are  virtually 
interchangeable.  And  in  which  old  hard- 
ware can  easily  learn  new  "tricks"  as 
business  needs  change. 

In  AT&T's  world,  no  company  need 
choose  between  a  system  created  to 
boost  productivity  vs.  another  that 
promises  a  competitive  edge. 

As  a  customer  of  the  new  AT&T,  you 
can  expect  to  find  much  of  what  you 
will  need  for  any  job  among  the  AT&T 
machines  you  order  today. 

Your  technical  wizards  will  tell  you 
this:  "If  AT&T  can  do  what  they  claim, 
our  company  stands  to  save  a  ton  of 
money." 

Our  technical  wizards  like  to  think 
they  can  help  you  make  a  ton  of  money. 

To  learn  more,  please  telephone 
your  Account  Executive,  or  call 
1-800-247-1212.  Or  write  Mr.  Dale 
Hegstrom,  AT&T  Information  Sys- 
tems, RO.  Box  1405,  Morristown,  NJ 
07960-1405. 


AT&T 

The  right  choice. 


Tfje  new  has  not  quite  displaced  the  old 


ChuckO'Rcar/VCcilllght 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Rule  One:  Don't  call  it  Frisco.  Rule  Two: 
There  is  no  Rule  Two,  or  any  other,  that 
applies  to  the  City  by  the  Bay. 

San  Francisco- 
see  it  like  a  native 


•■  : 


T 


hey  usi  sell  a  T  shirt  in 

the  touri  along  Fishcr- 


i  man's  Wl 
Francisco,"  it  saia  : 
ters.  Smaller  letters 
"Now  go  home." 

An  odd  message   - 1 
tourism  is  the  bigger  im 
of  shipping,  banking  an 


lccme  to  San 
t  lpt 


tronics.  But  contradictions  suit  San 
Francisco.  The  town  that  hippies  and 
radicals  called  home  in  the  1960s  is 
now  Yuppie  Central,  with  chic  bou- 
tiques and  chocolate-chip-cookie  par- 
Howing   out   the   head   shops 
along  H  tight  Street.  Californians  are 
be  laid-back,  but  in  San 
isco  lawyers   and  bankers   are 
;    in  their  offices  at  7  p.m.  on  Fri- 
waves  of  Asia-bound  GIs 


who  shipped  out  from  the  Oakland 
Army  Terminal  might  find  it  ironic 
that  one  of  the  hottest  issues  before 
the  city's  Board  of  Supervisors  is 
whether  the  U.S.S.  Missouri  should 
make  San  Francisco  its  home  port. 
Even  the  official  song  isn't  sacred: 
Last  year  Tony  Bennett's  weeper  "I 
Left  My  Heart  ..."  was  displaced  by 
Jeanette  MacDonald's  more  upbeat 
"San  Francisco  (Open  your  Golden 
Gate  .  .  .)."  The  supervisors,  Solo- 
mon-like, rechristened  "I  Left  My 
Heart"  as  the  city's  official  ballad. 

San  Franciscans  are  justifiably 
proud  of  their  quirky  and  beautiful 
city.  They  also  love  to  laugh  at  tour- 
ists— the  ones  in  Bermuda  shorts 
shivering  on  the  cable  cars  during  the 
city's  60-degree  summers,  or  crowd- 
ing around  the  crab-cocktail  stands 
along  the  wharf. 

Forbes  offers  the  following  recom- 
mendations to  make  your  stay  in  the 
Bay  Area  as  native  as  time  and  imagi- 
nation allow. 

Orientation 

Unless  you're  doing  business  out- 
side the  city  proper,  don't  rent  a  car — 
parking  is  impossible,  and  the  hills 
tricky.  Go  public.  There  are  three  ca- 
ble car  lines  running  between  down- 
town and  the  more  popular  neighbor- 
hoods, and  taxis  respond  quickly  to 
phone  calls.  The  downtown  financial 
district  is  compact  enough  to  traverse 
in  a  brisk  20-minute  walk. 

The  weather  is,  well,  changeable. 
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For  Mexican  fare,  it's  the  Cadillac  Bar 
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Mark  Twain  once  wrote  that  the  cold- 
est winter  he  ever  spent  was  summer 
in  San  Francisco.  Rain  and  fog  appear 
intermittently  for  ten  months  of  the 
year,  including  June,  July  and  August, 
with  two  months  of  "summer"  in 
September  and  October.  Before  pack- 
ing, call  ahead  to  your  business  or 
social  hosts  about  the  weather — 
they're  used  to  it.  If  you  still  manage 
to  arrive  with  the  wrong  attire,  you 
can  always  shop.  The  Union  Square 
area  of  downtown  boasts  Macy's,  I. 
Magnin,  Neiman-Marcus  and  Saks 
Fifth  Avenue,  and  the  main  shopping 
drags — Sutter  and  Post  streets  down- 
town, Union  and  Sacramento  streets 
out  in  the  neighborhoods — offer  plen- 
ty of  designer  and  other  boutiques. 

Hotels 

Unless  nostalgia  dictates,  why  not 
skip  the  big  hotels  this  visit?  The 
great  dowager-queen  establish- 
ments— the  Fairmont  and  the  Mark 
Hopkins  atop  Nob  Hill,  the  St.  Francis 
on  Union  Square — have  been  slipping 
for  years,  and  these  days  count  on 
reputation  and  convention  business 
to  fill  their  rooms. 

There  are  newer,  big-chain  hotels 
that  are  perfectly  comfortable,  and  in 
some  cases  even  first-rate,  such  as 
the  Meridien,  50  Third  St.  (415-974- 
6400),  and  the  two  Hyatts — one  at 
Union  Square,  one  in  Embarcadero 
Center  (800-228-9000). 

But  the  wealth  of  smaller,  elegantly 
furbished  hotels  tempts  many  busi- 


ness travelers  to  experiment. 

If  you  must  stay  on  Nob  Hill — as 
many  investment  bankers  and  deal- 
makers  think  they  must — try  the 
Stanford  Court  or  the  Huntington.  The 
Stanford  Court,  next  door  to  the  Mark 
Hopkins,  at  905  California  St.  (415- 
989-3500),  was  built  on  the  site  of 
railroad  magnate  Leland  Stanford's 
mansion.  Its  402  rooms  have  all  the 
amenities,  and  the  hotel  has  a  stained- 
glass  canopy  over  an  internal  court- 
yard that's  worth  a  look  even  if  you 
can't  justify  $135  to  $180  for  a  single 
room.  Foumou's  Ovens,  the  Stanford 


Cable  car  climbs  California  Street 


Court's  fancy  French  restaurant,  is  al- 
ternately brilliant  and  mediocre. 

The  Huntington,  one  block  west  of 
the  Mark,  at  1075  California  St.  (415- 
474-5400),  evokes  an  exclusive  Lon- 
don hotel.  No  2  of  the  143  rooms  are 
decorated  alike;  the  staff — many  are 
20-year  vets — remember  guests'  pref- 
erences; and  word-of-mouth  is  the 
only  advertising.  L'Etoile  is  a  see-and- 
be-seen  restaurant  for  San  Francisco 
society.  The  Huntington's  other  eat- 
ing place,  called  The  Big  Four  after  the 
four  railroad  magnates  who  colonized 
San  Francisco  (Mark  Hopkins,  Leland 
Stanford,  William  Crocker  and  Collis 
Huntington),  serves  men's-club  food 
in  a  men's-club  atmosphere.  Singles, 
$120  to  $175. 

In  the  same  league  as  the  Nob  Hill 
hotels,  though  closer  to  the  financial 
district,  is  Campton  Place,  340  Stock- 
ton (415-781-5555).  The  location— a 
block  from  Union  Square  and  China- 
town, two  blocks  from  the  cable  car 
lines — can't  be  beat.  The  restaurant — 
also  called  Campton  Place — serves 
some  of  the  best  nouvelle  cuisine  in 
town.  Singles,  $130  to  $210. 

Small,  European-style  hotels — new 
constructions  or  renovations — seem 
to  open  in  the  Union  Square  area  ev- 
ery week.  Standouts  include: 

Hotel  Vintage  Court,  650  Bush  (415- 
392-4666).  The  sleek  mauve-and-bur- 
gundy  lobby  with  working  fireplace 
and  the  106  small  but  well-done 
rooms — each  named  for  a  Napa  or 
Sonoma   winery — are   nice,    but   the 
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star  of  the  show  is  Masa's,  perhaps  the 
best  nouvelle  French  restaurant  in 
town.  Legendary  chef  Masa  Kobaya- 
shi  was  murdered  last  fall;  his  sous- 
chef  has  carried  on,  to  glowing  re- 
views. Tables  are  booked  weeks  in 
advance,  but  hotel  guests  receive  pri- 
ority when  possible.  Singles,  $79 — the 
best  deal  in  town. 

Galleria  Park  Hotel,  191  Sutter  (41,5- 
781-3060).  Same  management  as  the 
Vintage  Court.  Convenient  to  the  fi- 
nancial district;  Merrill  Lynch  lodges 
its  trainees  there  for  extended  stays. 
The  178  rooms  are  larger  and  more 
modern  than  the  Vintage  Court's,  and 
there's  a  jogging  track  on  the  roof. 
Bentley's,  the  restaurant,  serves  sea- 
food and  Cajun  dishes  in  marble-and- 
etched-glass  surroundings.  It's  now 
trendy  for  lunch  and  after-work  din- 
ners. Singles,  $85  to  $110. 

Hotel  Bedford,  761  Post  (415-673- 
6040).  Another  Vintage  Court  proper- 
ty. Somewhat  in<  onvenient  to  the  fi- 
nancial district,  but  guests  can  ride 
downtown  in  the  »t  limousine. 
Cafe  Bedford  is  a  li 
Masa's  that  spec; 
post-theater  dinnei 

Orchard  Hotel,  560  St. 


4434).  Once  renovations  are  com- 
plete, this  96-room  hotel  with  friend- 
ly service  should  jump  into  the  Vin- 
tage Court's  league.  Have  a  drink  in 
the  lobby  bar,  but  skip  the  restaurant, 
Annabelle's.  Singles,  $85  to  $105. 

The  Hotel  Beresford,  635  Sutter  (415- 
673-9900).  Tries  to  recreate  an  En- 
glish country  inn,  with  some  success. 
The  White  Horse  tavern  off  the  lobby  is 
a  replica  of  an  Edinburgh  pub.  The 
Penny  Farthing  Pub  nearby  is  also 
worth  a  stop  (679  Sutter,  415-771- 
5155).  Singles,  $45. 

Other  in-town  favorites:  the  Four 
Seasons  Clift,  Geary  at  Taylor  (415-775- 
4700).  A  landmark  recently  taken 
over  and  renovated  by  the  Four  Sea- 
sons chain.  Elegant  enough  for  rock 
stars  (Prince  was  a  recent  guest).  Sin- 
gles, $128  to  $188.  The  Miyako,  in  Ja- 
pan Center,  1625  Post  (415-922-3200), 
is  a  208-room  hotel  with  touches  of 
Nippon.  Some  of  the  rooms  have  fu- 
ton beds,  most  feature  deep  Oriental- 
style  baths,  and  there  is  a  full  spa, 
complete  with  Shiatsu  masseurs.  A 
bit  far  from  downtown.  Singles,  $109 
to  $175.  The  Pacific  Plaza,  501  Post 
(415-441-7100),  is  a  lesser-known  lux- 
ury hotel  with  the  biggest  rooms  in 
the  city.  Within  the  hotel,  Donatella  is 
an  expensive  Italian  restaurant  that's 
handy  but  unexceptional.  Singles, 
$125  to  $140. 

There    are    two    special    bed-and- 

fast  hostelries  that  are  worthy  of 

io.    Spreckels    Mansion,     Til 

ta  West  (415-861-3008),  is 


the  former  home  of  sugar  king  Adolph 
Spreckels.  The  Sherman  House,  2160 
Green  (415-563-3600),  is  elegant 
enough  to  rate  attention  in  Architectur- 
al Digest  (April  1985). 

For  a  taste  of  a  real  Napa  Valley 
country  inn,  but  only  25  minutes' 
drive  over  the  Golden  Gate  Bridge,  the 
Pelican  Inn  in  Muir  Beach  (415-383- 
6000)  offers  six  cozy  (small)  rooms 
and  a  real  English  pub,  complete  with 
Guinness  on  tap  and  a  dart  board.  It's 
a  romantic  getaway  for  locals  on  the 
weekend,  but  rooms  are  generally 
available  during  the  week. 

For  the  inveterate  athlete,  the  Clare- 
mont  Resort  Hotel  in  the  Berkeley  hills 
(415-843-3000)  offers  day  and  night 
tennis,  an  Olympic-size  pool  and  a 
casual  family-style  resort  atmo- 
sphere, along  with  spectacular  views 
of  San  Francisco  across  the  Bay.  It's  15 
minutes  from  the  Berkeley  "restau- 
rant ghetto"  and  20  minutes  from  the 
financial  district.  You'll  need  a  car. 
Singles,  $99  to  $149. 

Restaurants 

San  Francisco  has  more  restaurants 
per  capita  than  any  other  U.S.  metrop- 
olis— 785  restaurants  for  680,000  resi- 
dents, at  last  count.  Where  else  would 
"Wine  and  the  Law"  be  one  of  the 
most  popular  college  extension 
courses? 

Downtown,  old-line  favorites  such 
as  Ernie's,  Jack's,  the  Tadich  Grill,  Sam's, 
Doro's  and  their  ilk  haven't  changed 
much  in  40  years  and,  in  some  cases 
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(Ernie's  especially),  have  even  im- 
proved. But  also  try  some  of  the  newer 
hot  spots  and  ethnic  places,  where  the 
locals  outnumber  the  tourists.  City 
magazines  long  ago  stopped  trying  to 
keep  up  with  the  changing  restaurant 
scene,  but  two  guidebooks — San  Fran- 
cisco Access  and  The  Restaurants  of  San 
Francisco,  available  in  most  book- 
stores— can  give  you  a  good  base  to 
work  from.  Be  warned:  The  most  pop- 
ular spots  are  often  booked  well  in 
advance  or  require  long  waits  for  a 
table.  If,  for  example,  you  fancy  Chez 
Panisse  in  Berkeley  or  Greens  in  the 
city,  reserve  early  and  reconfirm. 

For  a  city  with  the  second-largest 
Chinatown  in  the  U.S.  and  a  large 
Italian    section — North    Beach — San 
Francisco    is    surprisingly    short    on 
first-class  Chinese  and  Italian  restau- 
rants. It's  very  easy  to  go  wrong.  For 
Chinese,  locals  favor  Hunan  (two  lo- 
cations, at  853  Kearny  and  924  San- 
some);  the  Far  Fast  Cafe,  631  Grant  in 
Chinatown  (its  walled-off  semiprivate 
tables  are  nice  for  business  meals); 
and  Yenching,   939  Kearny.   For  dim 
sum,  Yank  Sing,  427  Battery  in  the 
financial   district,    is   expensive   but 
popular  with  politicos;  less  pricey  and 
h  better  are  Asia  Garden,   772 
md  Tung  Fong,  808  Pacific. 
i       'each  offers  some  of  the  best 
orst  Italian  dining  spots, 
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often  side  by  side.  Basta  Pasta,  1268 
Grant,  and  Little  Joe's,  523  Broadway 
are  winners.  Pass  up  tourist  traps  like 
Vanessis  and  strictly  business-lunch 
spots  like  Fior  d'ltalia  and  the  North 
Beach  Restaurant. 

It's  also  well  worth  the  Powell- 
Hyde  cable  car  ride  to  Russian  Hill  (a 
scenic  residential  neighborhood  next 
to  Nob  Hill)  to  eat  at  /  Fratelli  (two 
locations,  both  on  Hyde  St.)  or  Risto- 
rante  Milano  (1448  Pacific).  All  three 
are  small,  but  the  cooking  is  authen- 
tic. Often  a  wait,  but  worth  it. 

Interested  in  dining  with  a  view? 
Greens  (at  Fort  Mason)  is  a  gourmet 
vegetarian  restaurant  with  water-lev- 
el vistas  of  the  Golden  Gate  Bridge. 
The  food,  not  as  boring  as  it  sounds, 
almost  distracts  from  the  view. 

The  restaurants  in  Ghirardelli 
Square  are  surprisingly  good  for  tour- 
ist meccas  and  offer  excellent  views  of 
the  bay  and  the  hills  of  Marin  County. 
Among  the  best:  Paprikas  Fono  (Hun- 
garian), the  Mandarin  (Chinese,  but 
expensive),  Modesto  Lanzone's  (Ital- 
ian— there's  another  one  in  Opera  Pla- 
za near  City  Hall),  Maxwell's  Plum 
(Continental-American)  and  Gaylord, 
which  Indian  businessmen  say  serves 
some  of  the  best  Indian  food  in  the 
U.S.  (Another  location,  in  Embarca- 
dero  Center,  serves  the  same  great 
food  without  the  view.) 

Other  spots  from  which  to  drink  in 
the  sights  include  the  Buena  Vista, 
2765  Hyde,  a  bar-restaurant  across 
from  the  cable-car  turnaround  on 
Fisherman's  Wharf.  It  serves  great  all- 
day  breakfasts  and  real-McCoy  Irish 
coffee,  which  the  bar  introduced  to 
America  back  in  the  1950s.  You  get 
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some  interesting  eyefuls  at  the  Wash- 
ington Square  Bar  &  Grill,  1 707  Powell, 
where  San  Francisco  Chronicle  colum- 
nist Herb  Caen  and  other  media  heav- 
ies hang  out. 

Seafood,  oddly  enough,  is  a  prob- 
lem. The  eateries  on  Fisherman's 
Wharf  are  tourist  traps.  Scoma's  is 
worth  a  visit,  but  only  if  you  must  see 
the  neighborhood.  The  Hayes  Street 
Grill,  324  Hayes  St.  near  the  Civic 
Center,  is  a  better  bet  for  fresh-grilled 
catch  of  the  day.  If  you  don't  want  to 
brook  the  wait,  Pisces,  2127  Polk  on 
Russian  Hill,  serves  equally  good  din- 
ners in  a  neighborhood  setting  for 
about  half  the  price.  If  you're  in  Berke- 
ley, head  for  Spenger's,  a  cavernous 
place  with  good,  cheap  fish,  fust  about 
everyone,  from  college  students  to  ex- 
ecutives, queues  up  at  the  bar  to  wait 
for  a  table. 

California  cuisine  got  its  start  at 
Chez  Panisse  in  Berkeley,  which  is 
still  packing  them  in.  Similar  fare, 
without  the  hassle  of  weeks-in-ad- 
vance reservations,  can  now  be  found 
at  Santa  Fe  Bar  &  Grill,  in  Berkeley;  or 
at  Square  One,  Pacific  and  Front 
streets,  and  Stars,  150  Redwood,  both 
in  the  city.  All  three  were  started  by 
Chez  Panisse  alumni  and  won  instant 
fame.  For  a  smaller,  lower-key  ver- 
sion, try  Cafe  Americain,  317  Colum- 
bus— not  a  direct  descendant,  but  its 
pasta  with  grilled  duck  meat  and  its 
pizza  baked  in  a  wood-fired  brick  oven 
taste  about  as  good  as  Panisse's. 

A  few  other  recommendations:  The 
Cadillac  Bar,  1  Holland  Court,  for 
grilled  Mexican  meat  and  fish;  Sutter 
500,  500  Sutter  St.,  for  a  reliable  busi- 
ness lunch  in  nice  but  unpretentious 
surroundings;  the  Zuni  Cafe,  1658 
Market   St.,    for   New   Mexico-style 


The  Hotel  Beresford  and  Tlje  White  Horse 
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lUGGAGE 
NEVER  CLUTTERS 
OUR  LOBBY. 

Only  sunlight  and 
champagne  embellish  your 
unhurried  welcome  to  the 
newest,  most  in  tuna  te 
200-room  hotel  in  Miami's 
Coconut  Grove. 

Swift  porters,  our  own 
private  Regine's,  very 
private  terraces,  Perrier 
at  bedtime,  the  morning 
papers  in  six  languages . . . 

The  myriad  extras  you 
expect  hi  Europe's  fine 
CIGA  Hotels  are  now, 
happily,  standard  in 
America. 


. .  - 


GRAND  BATHOTEL 


WE  MASTER  THE  DETAILS 


CIGA  > 
HOTELS 


2669  S.  Bayshore  Drive,  Coconut  Grove,  Miami.  FL  33133  (305)858-9600  CIGA  Reservations  800-221-2340 


Achievement 
has  its  own  rewards. 

The  ( 'ormn  Gold  Coin  Watch.  $20.  American  gold  piece.  Quartz.  Swiss  hand  crafted. 
For  brochure  send  $2  to  Coram,  DeptFB,  650  Fifth  Ave.,  NY,  NY  10019 
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Come  up  to  KboLk 


Kool  gives  you  extra  coolness  1 2 
or  the  most  refreshing  sensation  in  smoking.  I 

afion  beyond  the  ordinary. 


,r<0L 


.G%b 


[j8on  General  Has  Determined 
That  Cig  igerous  to  Your  Health. 


Milds  Kings,  10  mg.  "tar",  0 .7  mg.  nicotine; 

Filter  Kings,  16  mg.  "tar",  1 .0  mg.  nicotine 

av.  per  cigarette,  FTC  Report  Feb.  '85. 
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Greens  for  veggies  and  views 


Ed  kjshi  Gjmm.i  I  uison 


Personal 
Affairs 


dishes  in  a  "transitional"  neighbor- 
hood; and  the  Haven  (many  locations) 
for  good  sandwiches  and  desserts 
should  you  find  yourself  on  your  own 
for  lunch. 

Finally,  if  business  takes  you  to  Sili- 
con Valley,  there  is  really  only  one 
spot:  the  Lion  &  Compass,  1023  North 
Fair  Oaks  Ave.,  Sunnyvale  (408-745- 
1260).  Owned  by  Nolan  Bushnell  of 
Atari  and  Pizza  Time  Theatre  fame,  it 
has  become  an  informal  club:  Com- 
pany heads  cut  deals  over  grilled  meat 
and  fish  in  the  gardenlike  dining 
room,  while  their  employees  trade 
business  cards  in  the  bar.  Of  a  recent 
evening,  guests  included  Charles 
Sporck  of  National  Semiconductor, 
Wilf  Corrigan  of  LSI  Logic  and  Ralph 
Ungermann  of  Ungermann-Bass.  A 
power  restaurant,  but  that's  what  Sili- 
con Valley  is  all  about. 

Nightlife 

Chances  are  you  won't  want  to 
slam-dance  with  the  skinheads  at  the 
Mabuhay  Gardens,  but  there  are  plen- 
ty of  alternatives.  Check  the  Bay 
Guardian,  San  Francisco's  free  answer 
to  the  Village  Voice,  for  suggestions;  the 
paper  comes  out  every  Wednesday. 


Folks  who  remember  the  great  days 
of  San  Francisco  comedy  in  the  Fif- 
ties and  Sixties,  when  Lenny  Bruce 
and  the  Smothers  Brothers  held 
court  at  the  Purple  Onion  and  the 
Hungry  i,  may  be  disappointed  to 
find  that  those  clubs  have  gotten  out 
of  the  comedy  business:  The  Hungry 
i  is  now  a  strip  joint,  and  the  Purple 
Onion  books  acts  of  dubious  quality. 
You  can  still  catch  the  likes  of  Mort 
Sahl,  as  well  as  good  local  comics 
like  Will  Durst  and  Bobby  Slayton, 
at  Cobb's  Pub  on  Chestnut,  the  Punch 
Line  on  Battery  or  Ha-Ha  a  Go-Go  on 
Clement.  Beach  Blanket  Babylon  is  a 
musical-comedy  review  now  in  its 
11th  year;  the  routines  revolve 
around  local  in-jokes,  but  it's  still  a 
fun  show  in  the  Second  City  tradi- 
tion. At  Club  Fugazi,  678  Green. 

Whatever  your  taste  in  music,  you 
can  find  it  in  the  Bay  Area.  The  hot- 
test scene  is  new  wave,  with  Wolf- 
gang's and  the  Stone  in  San  Francisco, 
the  Keystone  in  Palo  Alto  and  Berkeley 
Square  in  Berkeley  as  the  major  clubs. 
For  folk  and  bluegrass  there's  Paul's 
Saloon  in  San  Francisco  and  Freight 
and  Salvage  in  Berkeley. 

If  you  go  for  the  old  standards,  try 
the  Venetian  Room  of  the  Fairmont 
Hotel,  the  Plush  Room  of  the  Hotel 
York  and  Cafe  Royale  on  Van  Ness,  all 
in  San  Francisco. 

There  is  even  traditional  Irish  mu- 
sic played  at  two  clubs  that  have 
similar  names — the  Starry  Plough  in 
Berkeley  and  the  Plough  and  Stars  in 


San  Francisco. 

As  for  singles  bars  and  discos,  San 
Francisco  has  its  share.  But  locals, 
understandably,  are  wary  of  strangers. 
Single  women,  especially,  won't  put 
up  with  intrusions  they  don't  actively 
invite.  The  /  Beam  on  Haight  Street 
offers  the  best  rock  dancing.  For  bar 
action,  check  out  the  Blue  Light  Cafe 
on  Union  Street  (owned  by  pop  singer 
Boz  Scaggs).  Prego  and  Perry's,  both 
also  on  Union,  are  more  traditional 
meat  markets.  Then  there  is  the  "Ber- 
muda Triangle" — the  Balboa  Cafe, 
Golden  Gate  Bar  &  Grill  and  Osteria 
Romana — on  three  corners  of  Fill- 
more and  Greenwich  streets  in  the 
Marina  district.  Why  the  nickname? 
Locals  claim  those  who  venture  into 
it  at  night  somehow  vanish  until  the 
next  morning. 

A  perfect  capper  to  a  clear  San  Fran- 
cisco evening  includes  a  drink  at  a 
"view  bar"  atop  one  of  the  city's  hills. 
Tourists  crowd  the  Fairmont  or  the 
Mark  Hopkins,  but  a  better  view — 
and  better  vibes — can  be  had  from  two 
other  places:  S.  Holmes  Esq.,  atop  the 
Holiday  Inn  Union  Square,  featuring  a 
collection  of  Holmesiana  and  a  re- 
creation of  the  detective's  study  at 
22  IB  Baker  Street;  and  Julius'  Castle,  on 
Telegraph  Hill  just  below  Coit  Tower. 
Better  yet,  take  a  walk  along  the  mari- 
na or  around  the  city  streets:  San 
Francisco  is  one  of  the  safest  cities  in 
the  U.S.,  and  one  of  the  most  roman- 
tic, especially  on  foot. 
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CORPORATE  FINANCE 

THE  GOLDEN  AGE  OF  INNOVATION 


By  John  Thackray 


Imagine  the  oak-panelled  lounge  of 
the  Corporate  Finance  Officers'  Club 
at  the  turn  of  the  century.  Imagine  its 
stolid  and  changeless  atmosphere, 
and  the  three-piece  suits.  And  now 
imagine  the  same  place  turned  into  a 
raucous  trading  pit  with  everyone  in 
shirt-sleeves  shouting  their  lungs  out. 
These  contrasting  images  crudely 
suggest  what's  happened  in  less  than 
five  years  of  hectic  change  in  new 
financing  fashions.  "What  used  to  be 
unusual  in  the  debt  market  is  the  norm 
today.  There  are  so  many  deals  that 
are  putable,  extendible,  or  float 


any  one  of  dozens  of  interest  rate 
indexes,"  says  Michael  Danziger, 
managing  editor  of  IDD  Informa- 
tion Services. 

Corporate  finance  today  rides  upon 
a  great  tide  of  new  financial  instru- 
ments that  are  engineered  from  exten- 
sions, permutations,  and  derivations 
of  last  week's  or  last  month's  break- 
through concept.  Far  back  in  history 
lies  the  plain  vanilla  transaction,  when 
financial  officers  only  contemplated 
the  options  among  fixed-rate  bonds, 
preferreds,  equity,  commercial  paper 
•nd  bank  debt.  To  be  sure,  these 


golden  oldies  haven't  vanished  from 
the  scene.  But  rare  is  the  large  corpo- 
ration that  employs  them  today  without 
keenly  considering  an  array  of  what 
once  would  have  been  considered  far 
out  alternatives.  "In  the  Seventies  new 
and  exciting  ideas  were  usually  dis- 
missed as  gimmicky  by  corporate 
finance  officers  and  treasurers.  There- 
fore it  was  a  time  of  little  innovation. 
Today,  if  they  perceive  some  benefit 
to  shareholders  they  say,  'Gimmicky 
be  damned'  and  don't  hesitate  to  do 
the  deal,"  observes  Steven  Grand-Jean, 
a  Salomon  Brothers  managing  director. 
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Hie  Capital  Idea. 

It  lets  you  take  a  dream  and  fly  with  it. 

Concept  and  capital— the  mixture  that  fuels  American  business.  At  Citicorp  Industrial  Credit,  we  call  it 
Capital  Idea,  a  more  inventive  approach  to  asset-based  financing. 

■  Capital  ideas  from  CIC  will  convert  your  assets  into  new  sources  of  liquidity.  Diversify  your  funding.  Finance 
acquisitions  or  new  plant  and  equipment.  Upgrade  your  balance  sheet.  And  develop  efficient  tax  programs.  For 
manufacturers  and  vendors,  we'll  act  as  your  captive  finance  company  and  deliver  complete  back  office  support. 
Or  even  provide  a  full  service  point-of-sale  program  to  help  close  sales  quickly. 

■  Count  on  Citicorp's  nationwide  team  to  deliver  customized  credit  facilities  with  rapid  turnaround  time.  So 
call  Jim  Marison,  Vice  President,  at  (914)  899-7224.  Capital  Ideas  will  get  your  dreams  off  the  ground. 

CITICORPG 


CfTICORP  INDUSTRIAL  CR 
SPECIAUSTS  IN  CAPITAL  " 


Even  the  bluest  of  blue  chips  plays 
the  financial  innovation  game-even 
the  World  Bank,  even  the  U.S.  Trea- 
sury. In  the  last  year  alone  the  Treasury 
has,  for  the  first  time,  created  special 
securities  for  foreign  buyers,  issued  its 
first  zero-coupon  paper,  also  issued  a 
novel  20-year  bond  with  a  5-year  call 
provision,  and  announced  that  it  is 
researching  the  possibility  of  packag- 
ing inflation-adjusted  bonds.  "When 
the  previously  most  conservative  and 
always  the  largest  issuer  of  debt 
embraces  new  product  development, 
and  creates  a  climate  for  unique  and 
even  esoteric  structures,  it  acceler- 
ates the  pace  of  innovation,  which 
has  a  spill-over  effect  on  issuers 
around  the  world,"  Peter  J.  Hicks, 
managing  director  of  Prudential- 
Bache  Securities  believes. 


Financial  innovation 
has  thus  become  the 
Holy  Grail  of  Wall 
Street  and  the  Euro- 
markets— the  search 
being  more  developed 
in  the  latter  than 
the  former. 


Financial  innovation  has  thus 
become  the  Holy  Grail  of  Wall  Street 
and  the  Euromarkets-the  search  being 
more  developed  in  the  latter  than  the 
former.  Beginning  a  couple  of  years 
ago,  a  handful  of  investment  banks 
formed  teams  dedicated  to  new  prod- 
uct creation,  though  the  majority  today 
still  let  new  product  ideas  bubble  up 
where  they  will  in  the  organization. 
But  getting  results  and  making  a  big 
splash  with  new  instruments  is  the  uni- 
versal quest.  "The  identity  of  all  major 
firms,  their  image  in  the  marketplace, 
comes  through  their  value-added 
creativity  in  corporate  finance," 
says  Prudential-Bache's  Hicks. 

Several  macro-economic  forces  are 
fueling  the  drive  for  new  financial  prod- 
ucts, according  to  Steven  Fenster  of 
the  Harvard  Business  School  faculty. 
"There  seem  to  be  four  major  catego- 
ries that  these  new  instruments  will  fall 
into.  One,  they  reduce  risk  and  insta- 
bilities by  transferring  risk  from  the 
risk-averse  to  those  who  can  accept 
it,"  he  says.  "Two,"  he  continues,  "they 
incorporate  tax  benefits-where  the  tax 
value  of  a  security  is  split  betweei 
buyers  and  the  selk  :  hey 


make  illiquid  things  liquid."  Fourth, 
Fenster  reasons,  "They  segment  the 
market.  For  example,  rates  on  zeros 
are  a  little  less  than  straight  bonds  be- 
cause of  the  variety  of  maturities  that 
people  can  pick  and  choose  from. 
That's  segmentation." 

There  are,  of  course,  still  further 
megatrends  at  work  here.  Naturally 
the  SEC's  Rule  415-permitting  a  live 
registration  to  sit  on  the  shelf  until 
needed-plus  the  effects  of  rising  and 
volatile  interest  rates  have  trans- 
formed everyone's  thinking.  Then,  too, 
because  of  the  burdens  of  high-inter- 
est costs  and  volatilities,  never  before 
has  the  corporate  finance  office  had 
such  power  to  add  to  or  subtract  from 
the  bottom  line.  Other  major  forces 
spurring  innovation  include  the  global- 
ization of  securities  markets;  the 
decline  of  "relationship  style"  invest- 
ment and  merchant  banking;  the 
knock-down  fight  for  market  share  on 
Wall  Street  and  in  Euromarkets;  and 
finally-though  the  list  is  hardly  ex- 
haustive-the  effects  of  the  computer. 

Not  only  are  computers  employed  in 
deal  analysis  and  structuring,  but  also 
in  the  actual  manufacture  of  financial 
products.  The  collateralized  mortgage 
obligation  (CMOs),  unarguably  one  of 
the  biggest  innovations  of  the  last 
couple  of  years,  is  an  elaborate  and 
weighty  collection  of  assets.  A  large 
CMO-type  package  may  have  over  a 
million  loans  with  a  total  of  a  100  mil- 
lion bytes.  "There  are  mammoth  com- 
putational problems.  These  products 
couldn't  exist  without  high-speed  com- 
puters," says  Dexter  Senft,  a  First  Bos- 
ton Corp.  managing  director.  "They 
are  the  first  really  technologically- 
driven  deals  we've  seen  on  Wall 
Street,"  he  adds. 

But  'he  computer  isn't  at  the  heart  of 
the  nev  product  gestations.  Trading  is. 


Trading  is  the  fountainhead  of  today's 
financing  know-how.  "The  trading 
floor  is  the  catalyst  of  most  corporate 
finance  innovations  today.  You  suc- 
ceed in  this  business  by  wedding  crea- 
tive financial  engineering  with  a  good 
sense  of  the  marketplace,"  observes 
Robert  H.  Hotz,  senior  vice  president 
at  Smith  Barney,  Harris  Upham.  Little 
wonder,  therefore,  that  the  two  leading 
U.S.  underwriters  last  year-Salomon 
Brothers  and  Drexel  Burnham  Lambert 
-were  firms  whose  traditional  strength 
is  trading. 

Not  so  long  ago  Drexel  was  a  sec- 
ond-ranking investment  banking  firm 
with  a  reputation  for  trading  "busted 
converts"  on  the  side-namely  convert- 
ible debt  with  a  100-to-1  shot  of  ever 
converting  at  its  issue  terms.  From  this 
experience  base,  the  firm  recently 
became  king  of  the  "junk  bond"  or 
high-yield  debt  market,  a  specialist  in 
public  debt  for  private  companies  and 
last  year's  pioneer  underwriter  of  sub- 
ordinated exchangeable  floating-rate 
public  debt.  On  the  first  of  these  block- 
buster financings  that  permit  the 
holder  five  years  of  floating  and  then  a 
switch  to  five-year  fixed,  a  $350  million 
deal  for  Occidental  Petroleum,  Drexel 
was  so  worried  about  competitors' 
imitations  that  its  prospectus  was 
unobtainable  on  Wall  Street.  Soon 
thereafter,  Drexel  approached  Metro- 
media Inc.,  which  had  just  done  the 
largest  single  going-private  transaction 
through  a  leveraged  buyout,  to  sug- 
gest that  it  unload  its  mountain  of  bank 
debt  in  exchange  for  junk  bonds.  The 
result  was  a  $1 .3  billion,  five-tranche 
package  of  tongue  twisters:  an  ex- 
changeable variable-rate,  a  senior 
subordinated  debenture,  some  zero- 
coupon  notes,  plus  an  adjustable-rate 
participating  subordinate  debenture 
whose  interest  payments  past  1988  will 
move  in  lock  step  with  the  cash  thrown 
off  by  Metromedia's  radio  and  TV  sta- 
tions. "This  was  the  largest  single 
issue  of  high-yield  securities  ever," 
boasts  Drexel  Burnham  Lambert's 
managing  director  G.  Chris  Andersen. 
"And  it  evolved  basically  from  our 
bond  trading  skills." 

But  the  Drexel  deal  that  turned 
the  most  heads  last  year  was  Arley 
Merchandise,  which  Andersen  is  "cer- 
tain is  the  kind  of  conceptual  break- 
through that,  over  time,  will  become 
part  of  the  financial  armamentarium  of 
the  corporate  community."  Though 
small,  $6  million  worth,  the  unique 
structure  attracted  funds  when  the  eq- 
uity market  for  emerging  companies 
was  nearly  paralyzed.  It  is  an  ordinary 
common  stock,  which  pays  no  divi- 
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This  announcement  appears  as  a  matter  of  record  only. 


$1,920,000,000 

Metromedia  Broadcasting 
Corporation 


$960,000,000 


$160,000,000 
$160,000,000 
$160,000,000 
$160,000,000 
$160,000,000 
$160,000,000 


Series 
Series 
Series 
Series 
Series 
Series 


1  Zero  Coupon  Sen 

2  Zero  Coupon  Sen 

3  Zero  Coupon  Sen 

4  Zero  Coupon  Sen 

5  Zero  Coupon  Sen 

6  Zero  Coupon  Sen 


or  Notes  due  December  1, 1988 
or  Notes  due  December  1, 1989 
or  Notes  due  December  1, 1990 
.or  Notes  due  December  1, 1991 
or  Notes  due  December  1, 1992 
or  Notes  due  December  1, 1993 


$335,000,000 

Senior  Exchangeable  Variable  Rate  Debentures 
due  December  1, 1996 

$225,000,000 

15%%  Senior  Subordinated  Debentures  due  December  1, 1999 

(Interest  payable  June  1  and  December  1) 

$400,000,000 

Adjustable  Rate  Participating  Subordinated  Debentures 
due  December  1,  2002 

(Interest  payable  June  1  and  December  1) 


Drexel  Burnham  Lambert       Bear,  Stearns  &  Co. 


INCORPORATED 


November  30.  1984 


dends,  giving  the  investor  a  unique  put 
option  after  two  years,  to  be  repaid  in 
cash  or  notes.  In  essence,  Arley  Mer- 
chandise's brass  is  so  cocky  about  its 
profit  projections  that  it  is  willing  to  bet 
the  puts  won't  be  exercised,  and  that 
these  funds  will  then  become  part  of  its 
long-term  capital  structure.  "When  you 
strip  away  the  verbiage  on  this  trans- 
action, it  is  the  breakthrough  that 
everyone  on  Wall  Street  says  they're 
working  on:  a  zero- coupon  convert- 
ible," Andersen  believes. 

The  second  milestone  in  new  equity 
instruments  last  year  was  General 
Motors'  "E"  stock:  a  new  type  of  vehi- 
cle to  lubricate  the  GM-Electronic  Data 
Services  merger.  GM  wanted  to  absorb 
the  high-tech  software  and  systems 
firm  without,  however,  squeezing  out 
its  entrepreneurial  spirit  in  a  bearhug. 
Management  on  both  sides  instructed 
their  investment  bankers  and  lawyers 
to  cook  up  a  publicly  traded  security 
entitled  to  GM  dividends,  but  which 
would  also  reflect  an  autonomous 
EDS'  earnings  and  motivate  its  man- 
agers besides.  GME  had  a  difficult 
birth.  One  obstacle  was  the  New  York 
Stock  Exchange's  rule  against  dual 
classes  of  common  stock.  After 
threatening  to  delist,  GM  got  its  way. 
Then,  the  setting  of  an  initial  valuation 
on  this  stock  was  a  contentious  and 
thorny  issue. 

What  evolved  was  a  structure  that 
gave  EDS  holders  the  chance  to  get 
$44  per  share  in  cash,  or  a  lesser 
amount  plus  a  fraction  of  a  GME  share, 
which  additionally  had  guaranteed 
cash  repayments  provisions  five  and 
seven  years  hence.  Aside  from  being 
one  of  the  most  esoteric  equities  ever 
invented,  GME  spurred  the  NYSE  to 
lift  its  previous  ban  on  dual  class  com- 
mon listings.  "Among  the  develop- 
ments in  stocks  and  bonds  which  are 
moving  toward  more  complexity,  this 
transaction  stands  out,"  observes 
Professor  Jacob  M.  Amihud  of  New 
York  University's  Graduate  School  of 
Business  Administration.  "This  is 
only  the  beginning,"  he  prophesies. 
"First,  there  will  be  many  more  dual 
types  of  common,  then  of  preferreds, 
and  there  will  be  new  hybrids  of  stocks 
and  bonds." 

For  the  time  being,  however,  innova- 
tion is  more  prevalent  in  debt  than  eq- 
uity markets  because  of  the  pain  that 
recent  inflation  and  interest  rate  volatil- 
ity have  inflicted  on  noli  ed- 
rate  debt.  Salomon  Broth 
economist  Henry  Kaufman  I 
onstrated  that  fixed-rate  be 
become  more  volatile  than  con 
stocks.  One  antidote  to  volatility  i 


course,  floating-rate  debt,  which  is  why 
last  year  floaters  comprised  22  percent 
of  the  public  market,  compared  with 
none  in  1980  and  1981,  according  to 
IDD  Information  Services.  Another 
remedy  is  puts  and  their  variants, 
which  allow  investors  an  escape  route. 
Although  straight  debt  with  puts  is 
by  now  conventional,  last  year  saw 
the  first  U.S.  convertible  with  a  put 
attached.  The  issuer  was  Insilco, 
formerly  International  Silver,  which 
issued  $35  million  worth  of  25-year 
converts,  underwritten  by  First  Boston 
Corp.,  which  after  five  years  can  be 
put  to  the  company  for  110  percent  of 
the  principal.  Needless  to  say,  inves- 
tors had  to  pay  for  the  put  with  a  lower 
yield  and  a  higher  conversion  pre- 
mium. "Back  in  1981  there  were  some 
convertibles  with  puts  in  the  Euromar- 
ket. But  when  we  tried  to  apply  the 
idea  to  the  U.S.,  nothing  happened," 
says  First  Boston's  David  C.  Batten, 
managing  director.  "When  you  talk  sec- 
urity innovations  of  a  first-time  trans- 
action, you're  talking  about  three 
things:  the  idea,  getting  some  corpora- 
tion to  apply  the  idea,  and  then  having 
the  market  clout  to  execute  it."  What 
First  Boston  lacked  for  four  years  was 
a  guinea  pig.  "Last  year  we  dusted  off 
the  idea  and  bang . . .  people  were  recep- 
tive. And  there  were  several  copy- 
cat deals  similar  to  Insilco's  that 
followed,"  Batten  says. 

The  abundance  of  innovation  today 
is  a  reflection  of  investors'  fear  and 
loathing  of  interest  rate  risk.  "It  is 
when  windows  close  that  bankers  put 
beils  and  whistles  on  the  old  formulas," 
observes  IDD  Information  Services' 
nziger.  Few  windows  have  slammed 
i*.  as  in  the  new  issue  market  for 
Jte  preferreds.  Although  from 
:  ^;uch  instruments  sell,  it  is 
*s  and  at  astronomical 


interest  rates.  But  lately  there's  been  a 
surge  of  new  preferreds  tailored  espe- 
cially to  institutional  anxieties.  They 
are  part  of  a  remarkable  chain  of 
inventiveness  and  product  refine- 
ment of  these  long-term  equities:  All 
are  designed  so  that  institutions 
can't  be  whipsawed  by  rising  interest 
costs.  The  objective:  to  create  a  pre- 
ferred that  would  always  sell  at  par. 
The  medium:  floating-rate,  obviously. 
Adjustable-rate  preferreds  (ARPs) 
were  the  first  breakthrough,  and  in- 
deed still  have  their  supporters.  The 
ARR  which  periodically  sets  its  interest 
rates  at  a  fixed  differential  to  U.S.  Trea- 
suries, did  more  than  revive  the  new 
issue  market  for  preferreds,  it  actually 
brought  in  a  whole  new  category  of 
cash  and  cash  equivalent  investors 
who  could  use  this  medium's  85  per- 
cent dividend  tax  exemption.  But  the 
ARPs,  which  first  floated  in  1982,  had 
one  troubling  defect  for  cash  equiva- 
lent investors:  They  didn't  sell  exactly 
at  par.  Because  while  the  differential 
to  Treasuries  was  fixed  in  concrete, 
investor  perceptions  of  issuer  credit 
worthiness-mostly  commercial 
banks-fluctuated  up  and  down. 


Swaps  are  the  quin- 
tessential corporate 
finance  product  of 
the  Eighties... 


Numerous  evolutionary  improve- 
ments designed  to  overcome  this 
drawback  followed,  notably  multiple- 
adjustable  preferreds  (MAPs)  and  con- 
vertible-adjustable preferreds  (CAPs) 
and  price-adjusted  rate  preferreds 
(PARs).  The  latest  variant,  launched 
last  year  to  widespread  praise  on 
Wall  Street,  is  the  money-market  pre- 
ferred (MMP)  conceived  by  Shearson 
Lehman  Brothers  Inc.  Since  imi- 
tation is  Wall  Street's  sincerest  form 
of  flattery,  competitors  spawned  a 
number  of  similar  vehicles  with 
their  own  acronyms. 

The  MMP  is  an  adaptation  of  an  idea 
that,  when  it  first  surfaced  over  a  year 
ago,  most  investment  banking  houses 
said  couldn't  be  done.  Essentially,  the 
MMP  substitutes  the  ARP's  fixed  dif- 
ferential over  a  Treasury  index  with  a 
Dutch  auction  every  49  days:  This  way 
any  changes  in  investor  perception 
of  the  issuer's  credit  standing  are 
reflected  only  in  the  yield,  not  the  prin- 
cipal. "Because  they  are  willing  to 
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Salomon  Brothers 

Served  as  Financial  Advisor 

in  4  of  the  6  Largest 

Merger  and  Acquisition 

Transactions  of  1984. 


Rank  and  dollar  value  of  1984's  largest  M&A  transactions/ 
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$2.5  Billion 

"As  reported  in  "Deals  of  the  Year."  Fortune,  January  21. 1985 


Salomon  Brothers  advised  on  the  two 
largest  mergers  ever  consummated, 
four  of  the  six  largest  of  the  year,  and 
over  sixty  other  transactions  of  all 
types  and  sizes. 

It  is  our  belief  that  the  quality  of  M&A 
advice  cannot  be  measured  by  the 
size  of  individual  transactions  or  by  the 
quantity  of  a  firm's  tombstones. 
More  important  to  us  is  the  proper 
interpretation  and  execution  of  the 


objectives  of  our  clients. 
We  are  proud  of  all  our  acquisition  and 
divestiture  transactions,  and  the  other 
assignments  entrusted  to  us.  We  also 
take  pride  in  advising  our  clients  not 
to  do  deals  when  appropriate. 
If  the  resources  and  teamwork  of 
Salomon  Brothers  can  help  you,  please 
call  Jay  F.  Higgins,  Roger  W.  Miller  or 
Michael  J.  Zimmerman,  Managing 
Directors,  at  (212)  747-7000. 


Salomon  Brothers  Inc; 
Innovation + Performance 
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Merrill  Lynch  Capital  Markets  serves  as  dealer  for 
more  non-U.S.  bank  issuers  in  the  commercial 
paper  market  than  any  other  firm. 


Merrill  Lynch 


give  up  some  yield  in  exchange  for  the 
security  of  always  being  at  par,  inves- 
tors give  the  issuers  very  attractive 
terms,"  says  Lehman  Brothers'  manag- 
ing director  and  architect  of  MMPs, 
Ron  Gallatin.  "It  is  a  very  simple  and 
elegant  security  that  works  very  neatly," 
says  Alfred  F.  Hurley,  Jr.,  vice  presi- 
dent of  Merrill  Lynch  Capital  Markets, 
adding  that,  "A  lot  of  people  think  that 
innovation  in  corporate  finance  has 
to  be  complex.  It  isn't  so,  as  the 
MMP  shows  us." 

Conceptual  simplicity  also  is  an 
attribute  of  swaps,  the  hottest  trans- 
action in  corporate  finance.  Last 
year-end,  total  swaps  outstanding 
reached  some  $90  billion,  by  some 
estimates,  compared  with  less  than 
$20  billion  the  previous  year.  What's 
so  simple  about  swaps  is  that  they  are 
essentially  exchanges  of  cash  flows 
between  holders  of  floating-rate  and 
fixed-rate  debt.  "Swaps  are  like  turn- 
ing lead  into  gold,"  observes  Harvard 
Business  School's  Fenster.  "They  are 
the  financial  equivalent  of  alchemy 
because  they  allow  a  company  that  is 
averse  to  the  risks  of  floating-  or  fixed- 
rate  debt  to  lay  off  the  risks  on  others 
who  can  live  with  these  risks." 


"There  is  no  corporate 
treasurer  who  doesn't 
bet  all  the  time,  either 
by  acting,  or  not 
acting,"  says  Eugene 
Rotberg,  treasurer  of 
the  World  Bank. 


In  actual  execution,  however,  swaps 
are  anything  but  simple.  What's  more, 
they  are  getting  more  like  Rube  Gold- 
berg drawings  as  they  evolve  and 
mature;  typically,  a  single  transaction 
mutates  into  several  roles  in  and  out  of 
currencies  and  debt  instruments  and 
hedges  and  unwinds  and  rewinds.  The 
latest  wrinkle  that  emerged  last  year 
was  callable  swaps.  "Swaps  have 
changed  Ihe  whole  way  that  we  make 
a  corporate  finance  call,  because  we 
have  to  compare  the  swap  market  with 
all  other  financial  alternatives,  and 
show  the  corporate  treasurer  we've 
considered  all  the  options,"  says 
Salomon  Brothers'  Grand-Jean. 

In  the  short  and  happy  life  of  swaps, 
predominantly  liabilities  have  b 
exchanged.  But  an  obligation  to 
is  no  different  in  structure  fro 


to  receive  interest.  And  so  the  debt 
swap  has  been  incubating  the  asset-to- 
asset  swap,  which  last  year  expanded 
perhaps  to  around  five  percent  of  all 
swap  volume.  Here's  how  one  of  them 
worked:  Credit  du  Nord,  a  French 
bank,  was  in  the  business  of  making 
floating-rate  loans,  while  in  Chicago, 
a  real  estate  syndicate,  VMS  Realty 
Inc.,  was  hunting  for  fixed-rate  six-year 
lenders.  Into  this  void  stepped 
Bankers  Trust  which  arranged  for 
Credit  du  Nord  to  buy  VMS's  $11  mil- 
lion of  12.75  percent  paper.  This  was 
then  swapped  out  against  a  floating 
rate  loan  at  3/8ths  over  LIBOR.  The 
result:  Both  parties  obtained  better 
terms  than  they  could  have  obtained 
on  similar  credits  and  maturities, 
thanks  to  the  arbitrage  effect.  "In  a 
deal  like  this  nobody  loses.  Everybody 
wins,"  crows  Bankers  Trust  vice  presi- 
dent Jonathan  Berg.  "1985  will  be  the 
year  of  the  asset-to-asset  swaps.  Insur- 
ance companies  are  natural  candi- 
dates," says  Berg, because  they  are 
sitting  on  mountains  of  fixed-rate 
paper.  "The  look  on  a  portfolio  man- 
ager's face  when  I  tell  him  I  can  get  him 
50  basis  points  more  on  the  same 
credit  is  really  something!" 

Swaps  are  the  quintessential  corpo- 
rate finance  product  of  the  Eighties 
because  they  offer  great  benefits  to 
fast-reacting  corporations  and  nothing 
to  the  sluggards.  "A  lot  of  corporate 
treasurers  who've  been  slow  to  react 
have  ended  up  kicking  themselves 
when  the  market  has  quickly  moved 
away  from  them,"  observes  Jessica 
Palmer,  a  vice  president  at  Salomon 
Brothers. 

To  capture  opportunity,  many  corpo- 
rations with  deep  corporate  finance 
skills  have  become  bolder  traders. 
In  February  1984,  PepsiCo  neatly 
capitalized  on  wacky  spreads  in  the 


Deutschemark  market  when  it  issued 
a  PepsiCo  DM  bond,  then,  with  the 
proceeds,  bought  a  bunch  of  German 
governments  yielding  65  basis  points 
more  than  the  corporate  bond.  (Later 
accounting  rule  changes  scotched  this 
ploy  for  others.)  Later  in  1984  General 
Mills  and  Exxon  picked  up  quick 
arbitrage  gains  by  issuing  zeros  in 
Europe  and  buying  Treasuries  with 
the  proceeds. 

Catching  the  right  turn  in  the  market 
today  involves  far  more  than  guessing 
right  on  the  direction  of  interest  rates. 
Last  year,  for  example,  General  Elec- 
tric Credit  Corp.  (GECC)  was  one  of  a 
very  small  handful  of  U.S.  corporations 
that  dramatically  reduced  Eurodollar 
financing  costs  with  market  cunning. 
Last  summer  GECC  issued  $200  mil- 
lion of  11V2  percent  extendible  notes, 
due  1999,  which  offered  the  company 
a  handsome  14  basis  points  over 
equivalent  governments.  But  because 
it  knew  that  many  European  investors 
who  expected  the  dollar  to  decline 
nonetheless  wanted  a  hedge  if  they 
were  wrong,  GECC  sold  three-year 
warrants-called  "harmless  warrants" 
in  the  trade-giving  the  right  to  buy  a 
separate  $200  million  issue  of  callable 
10-year  notes  at  12  percent.  Each 
warrant  sold  for  $41.25,  raising  total 
proceeds  to  the  point  where  the 
semi-annual  yield  came  to  9.94  per- 
cent, for  a  gain  over  Treasuries  of  173 
basis  points,  if  the  warrants  aren't 
exercised,  and  very  slightly  less  bene- 
fit if  they  are.  They  are  "harmless" 
because  if  exercised,  GECC  calls 
the  first  bond  and  lives  happily  with 
the  second. 

Although  the  entire  deal's  finer 
points  could  make  a  case  study  at  a 
business  school,  its  moral  is  simple. 
By  interpreting  the  trading  environ- 
ment wisely,  the  company  saved  at 
least  $3.5  million  annually  on  a  $200 
million  issue.  Since  then,  incidentally, 
the  market  for  such  warrants  has  come 
and  vanished  two  or  three  times.  One 
of  the  wisest  words  ever  said  on  corpo- 
rate financial  officers'  risk  imperative 
came  from  Eugene  H.  Rotberg,  vice 
president  and  treasurer  of  the  World 
Bank.  "There  is  no  corporate  treasurer 
who  doesn't  bet  all  the  time,  either  by 
acting,  or  not  acting,"  he  told  the  Wall 
Street  Journal. 

One  consequence  of  the  more 
aggressive  stance  of  corporations  in 
financial  markets  is  that  increasingly 
they  deal  directly,  or  almost  so,  with 
investors,  using  the  traditional  safety 
blanket  of  underwriters  as  a  back- 
stop. Revolving  underwriting  facilities 


Wm 


KIMsssiasiiraa 

sawsfwtmgi 
Eompetitn... 

frankBMI 

On  the  polo  field  or  in  the  ex- 
ecutive suite,  today's  players 
are  there  to  win.  And  part  of 
winning  in  the  business  arena 
means  finding  ingenious  ways 
to  keep  your  corporate  assets 
well-protected,  cost  effectively. 

Frank  B.  Hall,  one  of  the 
world's  largest  insurance  ser- 
vices firms,  has  been  protect- 
ing the  human  and  financial 
assets  of  corporations  around 
the  globe  for  more  than  a  cen- 
tury. Now  our  insurance  ser- 
vices are  more  comprehensive 
and  more  compatible  than 
ever  before. 

We're  Frank  B.  Hall,  the  cre- 
ative force  in  our  industry.  With 
all  forms  of  business  insurance 
placement.  Reinsurance.  Self- 
insurance.  E  &  S  lines.  Em- 
ployee benefits  consulting. 
Claims  management.  Environ- 
mental risk  management.  And 
21st  century  insurance  prod- 
ucts to  meet  your  every 
requirement. 

For  hard-hitting  risk  man- 
agement programs  that  help 
you  reach  your  goal  without 
worrying  about  the  safety  of 
your  corporation,  don't  go  into 
competition  without  Frank  B. 
Hall,  the  high  performance, 
insurance  services  company. 
Specially  built  for  today's  seri- 
ous players  in  every  industry. 
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(RUFs)  and  their  variations  are  a  case 
in  point.  They  allow  a  company  direct 
short-term  note  or  commercial  paper 
issuance,  while  underwriters  promise 
to  buy  up  any  of  its  paper  if  by  some 
calamity  the  issuer  is  shut  out  of  the 
market.  RUFs  magically  transform 
short-term  rates  into  long,  at  lower 
underwriting  costs.  The  latest  stream- 
lining of  RUFs  are  GRUFs,  or  global- 
RUFs,  where  different  currencies 
are  involved. 

Last  year  the  World  Bank  engi- 
neered an  interesting  application  of 
the  RUF  principle,  when  it  issued  $500 
million  of  perpetual  notes  at  a  slim,  50 
basis  points  over  90-day  Treasuries- 
sidestepping  the  conventional  Euro- 
market LIBOR  benchmark,  because  its 
credit  more  nearly  approximates  the 
U.S.  government's.  There  was  only 
one  snag:  While  indexing  against  Trea- 
suries, the  World  Bank  would  have  to 
offer  investors  something  akin  to  the 
same  liquidity  of  U.S.  governments. 
The  solution:  to  give  them  a  three- 
month  put  that  the  underwriter,  Morgan 
Guaranty,  promises  to  pay  for  over  the 
next  five  years.  That's  the  application 
of  RUF.  The  upshot:  Investors  get  a 


Triple-A  credit  rating  at  a  generous 
fraction  over  Treasuries,  and  the 
World  Bank  gets  five-year  money 
at  better  than  LIBOR  equivalent. 

The  majority  of  innovations  on  Wall 
Street  die  young.  They  capture  a  brief 
moment  of  market  psychology,  the 
market  changes,  and  they  become 
obsolete.  The  exception  that  has  the 
entire  investment  banking  commu- 
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nity  agog  is  the  whole  field  of  asset 
collateralization.  Every  major  house  is 
placing  much  of  its  R&D  effort  in  this 
area.  Riding  on  the  back  of  residential 
mortgages-primarily  held  by  savings 
and  loans-this  market  has  soared 
from  nothing  two  years  ago  to  tens 
of  billions  of  dollars  today  and  very 
likely  will  double  or  triple  two  or 
three  years  hence. 

The  trick  now  is  to  package  other 
forms  of  assets  into  debt  instruments. 
Last  year  witnessed  the  first  CMOs 
backed  with  commercial  real  estate 
loans,  when  Salomon  Brothers  ar- 
ranged a  $204.8  million  Triple-A  rated 
private  placement  for  the  Penn  Mutual 
Life  Insurance  Co.  on  a  pool  of  apart- 
ment, office  and  shopping  center  mort- 
gages. The  chief  stumbling  block  to  this 
new  medium  previously  has  been  to 
persuade  credit  rating  agencies  of  the 
soundness  of  their  structures,  the  un- 
derlying instruments  and  the  computer 
programs  directing  their  cash  flow. 
"Three  years  ago,  the  rating  agencies 
were  throwing  up  their  hands  when  we 
showed  them  the  prototypes,"  says 
First  Boston's  Batten. 

Another  landmark  was  passed  last 
year  when  the  first  equipment  leases 
were  packaged  and  sold  as  top  quality 
debt.  Comdisco  did  such  a  $35  million 
bond  through  Bankers  Trust.  Thanks  to 
the  quality  of  these  segregated  lease 
receivables,  the  issue  got  a  Triple-A 


The  majority  of 
innovations  on  Wall 
Street  die  young. 
They  capture  a  brief 
moment  of  market 
psychology,  the 
market  changes,  and 
they  become  obsolete. 


credit  rating,  for  a  net  savings  of  75  ba- 
sis points  compared  with  a  Comdisco 
corporate  issue.  This  small  deal  was 
followed  in  early  1985  by  a  blockbuster 
sale  of  $196  million  of  computer  lease 
receivables  by  Sperry  Corp.  arranged 
by  First  Boston.  At  the  same  time,  Sa- 
lomon Brothers  unveiled  its  certificates 
of  automobile  receivables  (CARs)  in  a 
$23  million  transaction  for  Marine  Mid- 
land. "Twelve  months  from  now  people 
will  look  back  and  see  that  this  whole 
area  of  securitization  of  receivables  is 
the  most  fundamental  and  long-lived 
innovation  in  the  1984-1985  period," 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


March  8, 1985 


$192,455,000 

Sperry  Lease  Finance  Corporation 

(a  wholly-owned  subsidiary  of  Sperry  Corporation) 

11%  Lease- Backed  Notes,  Series  A,  Due  1991 


Price  99.60% 

plus  accrued  interest,  if  any,  from  March  21,  1985 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Bear,  Stearns  &  Co. 


Dillon,  Read  &  Co.  Inc. 


Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co.      Merrill  Lynch  Capital  Markets      Morgan  Stanley  &  Co. 

Incorporated  Incorporated 


PaineWebber 

Incorporated 


Salomon  Brothers  Inc 


Shearson  Lehman  Brothers 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securitws. 

The  offer  is  made  only  by  the  Prospectus. 


$400,000,000 

Eastman  Kodak  Company 


12'/4%  Debentures  Due  2015 


Interest  payable  April  1  and  October  1 


Price  99.20%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORATION    GOLDMAN,  SACHS  &  CO.    MERRILL  LYNCH  CAPITAL  MARKETS 
SALOMON  BROTHERS  INC  SHEARSON  LEHMAN  BROTHERS  INC. 


BEAR,  STEARNS  &  CO. 


DAIWA  SECURITIES  AMERICA  INC. 


DEUTSCHE  BANK  CAPITAL 

Corporation 

DILLON,  READ  &  CO.  INC.         DONALDSON,  LUFKIN  &  JENRETTE        DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABOD  Y  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

>  SECURITIES  CO.  NOMURA  SECURITIES  INTERNATIONAL,  INC.  PAINEWEBBER 

International,  Inc.  Incorporated 

PRUDENT1AL-BACHE     L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN     SMITH  BARNEY,  HARRIS  UPHAM&  CO. 

Securities  Incorporated 


SWISS  BANK  CORPORATION  INTERNA  TIONAL 

Securities  Inc. 


UBS  SECURITIES  INC. 

itiei<  Inc. 

WERTHEl  DEAN  WITTER  REYNOLDS  INC.         YAM AICHI  INTERNATIONAL  (AMERICA),  INC. 

March  27, 1985 


■ 
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says  First  Boston's  Senft. 

Credit  card  receivables,  repos, 
department  store  and  utility  company 
credit  and  every  shade  of  lease  trans- 
action are  just  some  of  the  most 
likely  applications  of  this  new,  credit- 
enhancing  technology.  There  were 
two  novel  deals  of  this  stripe  last  year: 
Coast  Federal  Savings  &  Loan's  collat- 
eralized adjustable-rate  preferred 
(CARP)  and  Franklin  Savings  Associa- 
tion's issue,  through  Salomon  Broth- 
ers, of  $66  million  of  the  first  ever 
collateralized  zero-coupon  note. 

Merrill  Lynch  did  a  brisk  business  in 
deploying  collateralized  assets  so  as 
to  improve  access  or  terms  for  com- 
mercial paper  issuers.  In  March,  Gelco 
Corp.  began  a  $100  million  issuance 
program  backed  by  a  collateralized 
pool  of  its  customers'  leases.  Three 
months  later  Merrill  took  a  $140  million 
pool  of  Firestone  Tire  &  Rubber's 
credit  card  receivables  and  against 
this  obtained  better  commercial  paper 
rates  than  Firestone  could  on  its  credit 
alone.  "The  potential  in  this  area  is 
enormous.  We  have  seen  hundreds  of 
financial  corporations  begin  to  pledge 
or  sell  their  fungible  assets  so  as  to 
lower  funding  costs,"  says  Richard  M. 
Fuscone,  executive  vice  president  of 
Merrill  Lynch  Capital  Markets.  "Now 
we'll  see  more  industrial  and  commer- 
cial corporations  also  trying  to  get 
more  money  out  of  their  assets." 

Raising  funds  either  through  corpo- 
rate or  asset- based  credit-to  the  de- 
gree permitted  by  regulation  and  the 
stock  market-will,  of  course,  enhance 
the  options  and  the  flexibility  of  corpo- 
rate financial  officers.  Indeed,  widen- 
ing and  deepening  issuers'  flexibilities 
is  one  of  the  principal  goals  of  Wall 
Street's  new  product  effort.  Consider, 
for  instance,  Merrill  Lynch's  introduc- 
tion last  year  of  unit-priced,  demand- 
adjustable  tax-exempt  securities 
(UPDATES),  a  refinement  and  elabora- 
tion on  Salomon  Brothers'  highly  suc- 
cessful daily-adjustable,  tax-exempt 
securities  (DATES).  UPDATES  basi- 
cally get  around  the  formidable  legal 
problems  of  tax  exemption  for  com- 
mercial paper,  but  in  addition  they  are 
very  similar  to  an  all-purpose  tax- 
exempt  issuance  machine.  Issuers 
are  allowed  under  this  one  registra- 
tion to  choose  among  commercial 
paper,  variable-rate  demand  notes 
or  fixed  rates-in  any  maturity  under 

1  the  sun.  "Although  there  will  proba- 

2  bly  come  along  a  new  development 

S  that  will  prove  me  wrong,  as  I  now  see 
|   it,  this  is  the  ultimate  in  flexibility  and 
£   low  costs  that  we  can  create  in  short- 
<   term  tax-exempts,"  says  Frank  A. 


Dinnucci,  vice  president  at  Merrill 
Lynch  Capital  Markets. 

Another  financial  marketplace  under 
pressure  to  innovate  is  leveraged  buy- 
outs (LBOs).  Too  much  equity  money 
chasing  too  few  deals,  and  regulators 
pressuring  commercial  banks  to  back 
off  from  LBOs  have  inflated  the  prices 
of  these  vehicles.  So,  to  make  these 
deals  fly,  out  have  come  the  bells  and 
whistles.  On  the  legal  front  there  is  in- 
creasing use  of  net  operating  loss  sub- 
sidiaries. On  the  financial  front  there 
are  a  number  of  arcane  strategies  to 
pay  down  debt  quickly  through  asset 
sales  and  restructurings  and  wider  use 
of  leasing  and  of  deferred  interest. 
"There  is  a  lot  of  financial  engineering 
in  this  area,"  says  Merrill  Halpern, 
president  of  the  Charterhouse  Group. 


"Everyone  has  his  own  curlycues. 
There's  a  lot  of  creativity  going  on- 
in  the  broadening  use  of  ESOPs  for 
instance-which  compensates  for 
the  higher  prices  we  see,"  he  adds. 
LBO  deal  makers  have  other  remedies, 
too.  Jeffrey  L.  Kenner,  president  of  CM 
Capital  Corp.,  an  affiliate  of  Carl  Marks 
&  Co.,  believes  that  because  of  the 
still  high  rate  of  debt  interest  in  real 
terms  and  the  sometimes  "outrageous" 
prices  being  asked,  "The  solution  is  to 
put  more  equity  in  our  deals  and  have 
less  leverage.  And  because  there's 
more  equity,  we  are  able  to  go  after, 
and  get,  LBOs  that  are  less  capital  in- 
tensive and  have  higher  quality  and 
growth.  We  see  a  movement  away 
from  investing  in  LBOs  of  more  mun- 
dane businesses,"  he  says. 

For  the  years  ahead  the  outlook  is 
for  further  innovation  driving  increased 
product  diversity,  more  complex  hedg- 
ings  (equity-linked  to  futures  and 
options  are  a  distinct  possibility),  more 
hybridization  of  securities,  and  faster 
and  faster  reaction  times  for  corpora- 
tions. Even  in  the  unlikely  event  that 
interest  costs  shrivel  and  the  environ- 
ment returns  to  the  stability  of  the 
Fifties  and  Sixties,  the  atmosphere  of 
the  Corporate  Finance  Officers'  Club 
will  never  be  the  same  again.  □ 


John  Thackray,  a  former  senior  editor 
for  Forbes,  is  the  U.S.  correspondent 
for  Management  Today  and  a  contribut- 
ing editor  at  the  Institutional  Investor. 
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It's  no  secret  that  McDonnell  Doug- 
las Corp.,  builder  of  the  F-15  and  F- 
18  jet  fighters,  is  minting  money  from 
the  Reagan  Administration's  U.S.  de- 
fense buildup.  But  you  might  not  have 
noticed  that  the  company's  transport 
division,  producing  mostly  commer- 
cial aircraft,  turned  a  profit  last  year 
for  the  first  time  since  McDonnell 
bought  Douglas  Aircraft  Co.  in  1967. 
With  sales  of  $2.2  billion  last  year, 
that  business  accounts  for  22%  of  Mc- 
Donnell Douglas'  $9.8  billion  rev- 
enues. "That's  a  nice  feeling,  to  have 
them  in  the  black,"  says  Chairman 
Sanford  (Sandy)  McDonnell. 

McDonnell  watched  sales  of  the 
DC- 10  jumbo  jet  wither  in  the  late 
1970s  because  of  competition  from 
smaller,  more  fuel-efficient  planes 
such  as  the  Airbus  A300.  The  1979 
crash  of  an  American  Airlines  DC- 10 
didn't  help,  nor  did  an  industry  reces- 
sion in  1980.  By  1982  McDonnell  and 
his  board  considered  simply  closing 
the  Douglas  division's  Long  Beach, 
Calif,  plant.  From  1978  to  1983  alone, 
the  division  lost  $499  million. 

Last  year,  however,  it  eked  out  a 


pretax  profit  of  $57  million.  Some  of 
that  turnaround  can't  be  credited  to 
commercial  customers.  Long  Beach 
has  been  converting  otherwise  un- 
wanted DC- 10s  into  fuel  tankers  for 
McDonnell's  favorite  customer,  the 
Pentagon. 

But  the  biggest  boost  has  come  from 
sales  of  the  150-passenger  MD-80,  a 
revamped  version  of  the  old  DC-9. 
That  plane  is  getting  yet  another  lease 
on  life  in  a  shortened  model,  the  MD- 
87.  Twelve  are  currently  on  order  by 
Finnair  and  Austrian  Airlines.  Mc- 
Donnell credits  the  division's  presi- 
dent, James  Worsham,  whom  he  hired 
in  1982  from  General  Electric,  for 
making  those  sales. 

Now  McDonnell  is  really  excited 
about  the  division's  prospects.  He  is 
considering  a  lengthened  version  of 
the  MD-80,  using  a  more  efficient  jet 
engine  from  United  Technologies' 
Pratt  &  Whitney. 

Then  there's  the  possibility  of  an 
even  more  advanced  version  sporting 
a  new  high-tech  propeller  engine. 
Plucking  the  MD-80  jet  from  a  clut- 
tered collection  of  plastic  models  on 


Sanford  (Sand} 

A  profit  for  the  J Si  wtce  ,I9«7 


Corp. 


his  office  coffee  table,  McDonnell,  62, 
reveals  his  engineer's  enthusiasm. 
"You  put  some  unducted  fans  on  the 
engines,  with  a  whole  bunch  of  funny- 
looking  props  in  the  back,"  he  says, 
"and  you  have  a  major  improvement 
in  efficiency."  McDonnell  is  also  con- 
sidering a  new  120-passenger  airframe 
to  optimize  the  new  prop  technology. 
Does  all  this  mean  that  McDonnell 
has  forgotten  that  he  once  called  the 
commercial  market  "a  sporting  busi- 
ness that  rivals  Las  Vegas"?  Not  like- 
ly. His  transport  division  is  also  gear- 
ing up  for  a  new  military  plane,  the 
C-17  freighter.— Jay  McCormick 

The  prince  that  roared 

Tlhere's  no  inflation,  the  govern- 
ment budget  is  in  surplus,  the  stan- 
dard of  living  is  among  the  world's 
highest  and  unemployment  is  at  40 — 
people,  not  percent.  And  talk  about 
political  stability:  Last  summer,  for 
only  the  fourth  time  in  125  years,  the 
Alpine  principality  of  Liechtenstein 
got  a  new  ruler,  Crown  Prince  Hans 
Adam,  40,  who  inherited  the  job  from 
his  father. 

But  all  is  not  perfect  in  the  magic 
kingdom.  Thanks  to  its  liberal  tax  and 
trust  laws,  Liechtenstein  is  home  to 
an  estimated  50,000  corporate  head- 
quarters— 2  for  every  citizen — that 
bring  in  25%  of  the  government's 
$110  million  annual  revenues.  But 
these  days  it's  cheaper  to  set  up  a 
company  in  Panama  or  make  the 
Channel  Islands  your  tax  haven.  And 
Hans  Adam  is  worried  about  increas- 
ing competition  from  Switzerland.  He 
may  lose  a  key  advantage  if  the  Swiss 
cut  their  35%  withholding  tax  on  in- 
vestment income,  a  move  now  under 
debate. 

So  what's  a  crown  prince  to  do? 
"Attack  is  the  best  defense,"  says  the 
handsome  Hans  Adam  from  his  for- 
tress castle,  home  to  one  of  the 
world's  great  private  art  collections. 
Four  years  ago,  for  the  first  time,  his 
family,  von  und  zu  Liechtenstein, 
hired  a  professional  banker,  Christian 
Norgren,  44,  a  wunderkind  from  Swe- 
den's Wallenberg  empire,  to  expand 
the  family  bank.  Since  then,  Bank  in 
Liechtenstein  has  opened  offices  in 
Zurich,  Frankfurt  and  New  York 
City,  wooing  clients  with  its  asset 
management  capabilities  instead  of 
secrecy.  "We  can't  live  on  the  advan- 
tages we  have  now,"  says  Hans  Adam. 
Assets  under  management  have 
grown  threefold  in  the  last  five  years, 
to  an  estimated  $7  billion. 

Such  basic  diversification  doesn't 
sit  well  with  some  Liechtensteiners. 
They  think  it  exposes  the  country  to 
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Crown  Prince  Hans  Adam  of  Liechtenstein 

So  what  if  the  U.S.  threatens  to  cut  off  exports? 


Robin  Laurance 


"I  couldn't  care  less,"  he  says. 


another  scandal  like  the  1977  affair,  in 
which  money  was  illegally  channeled 
into  a  Liechtenstein  company  from 
the  Chiasso,  Switzerland  branch  of 
Credit  Suisse  bank.  The  Crown  Prince 
counters  that  a  more  aggressive  pos- 
ture will  earn  the  country  respect. 
Besides,  Liechtenstein  is  an  easy 
scapegoat,  he  says.  Foreigners  use  it  as 
"an  excuse  to  close  the  books  on  scan- 
dal in  their  own  country,"  he  claims. 
Hans  Adam  says  that  he  always  co- 
operates with  criminal  investigations. 
And  he  isn't  at  all  concerned  about 
international  pressure  to  do  away 
with  banking  secrecy.  "What  pres- 
sures could  the  U.S.  bring?"  he  asks 
defiantly.  "Okay,  it  could  ban  our  ex- 
ports." But  less  than  30%  of  Liechten- 
stein's $330  million  annual  exports 
even  leave  Europe.  "I  couldn't  care 
less,"  Hans  Adam  says  with  regal 
nonchalance. — Marcia  Berss 

For  love  and  money 

J.  David  Bamberger  would  have  pre- 
ferred to  spend  more  of  his  time  on  his 
6,200-acre  Johnson  City,  Tex.  ranch, 
breeding  nearly  extinct  animals  such 
as  the  scimitar-horned  oryx,  an  Afri- 
can antelope.  But  in  late  1 983  he  rolled 
up  his  sleeves  and  went  back  to  work 
at  San  Antonio-based  Church's  Fried 


Chicken,  the  fast-food  chain  he  found- 
ed with  George  Church  in  1965. 
Church's  had  fallen  on  bad  times  be- 
cause of  plodding  management  and 
increased  competition  from  McDon- 
ald's and  Wendy's-owned  Sisters,  as 
well  as  from  smaller  chains  like  Bojan- 
gles  and  Mrs.  Winner's. 

Bamberger  acted  fast.  He  bolstered 
Church's  marketing  budget  and  intro- 
duced new  products,  such  as  chicken 
nuggets  and  a  catfish  dinner.  Sales  per 
store  are  up  1 7%  from  the  year  before, 
reversing  an  18-quarter  decline.  Prof- 
its last  year  jumped  35%,  to  $43  mil- 


lion, on  sales  of  $545  million,  thanks 
to  those  new  products  and  efficient 
new  ministores,  as  well  as  decreasing 
broiler  prices. 

All  this  good  news  has  sent 
Church's  stock  rebounding  nicely, 
from  26  to  37,  increasing  the  value  of 
Bamberger's  6%  holdings  in  the  firm 
to  $40  million.  Bamberger  had  left  the 
management  of  the  company  in  1973 
after  he  and  Church  stopped  getting 
along.  "George  never  knew  how 
much  it  hurt  to  leave,"  says  Bam- 
berger, who  went  on  to  build  a  fortune 
in  Texas  real  estate  and  to  start  an- 


/  David  Bamberger  of  Church 's  Fried  Chicken 
Back  to  the  ranch. 
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Simple  answers  to  your  questions  about 
IBM  Personal  Computers. 


If  you're  personally  interested  in  personal 
computers,  but  want  to  know  more,  these  definitions, 
descriptions  and  details  should  help. 

"Just  what  is  a  personal  computer, 
and  how  can  I  use  it?" 

An  IBM  Personal  Computer  is  a  computer 

designed  for  a  person.  Its  a 
tool  to  help  accomplish  just 
jlp^nTTf]       about  anything  a  person 
iLseeJ^xi      needs  to  do  with  infor- 
j~sSS|il/      mation.  It  can  help  you  start 
<MSSSy  a  small  enterprise  at  home 

just  as  surely  as  it  can  help 


a  corporate  planner  solve  complex  problems. 


"Suppose  I've  never  had  my  hands  on  a 
computer.  How  'easy1  will  it  be?" 

As  with  any  new  tool,  you'll  want  ton 
get  comfortable  with  your  IBM  Personal 
Computer  before  getting  down  to       £~~ 
work.  The  nice  thing  is  that  the  \ 

computer  is  on  your  side,  inter- 
acting with  you  as  you  learn.  Then 
you're  running  programs  and  feeling  good  with  the 
results.  It  becomes  clear  that  you've  made  a  good 
investment,  and  you'll  probably  be  telling  your  friends 
why  they  should  get  one. 


'Are  IBM  Personal  Computers  simple 
or  sophisticated?" 


Both.  Our  systems  have  many 
advanced  design  features;  they 
are  there  to  make  your  computer 
— —  simple  to  operate  and  to  help 
make  you  more  productive.  As 
with  a  well -designed  car,  the 
computer  is  designed  around  you, 
the  user. 


"What  kind  of  software  programs 
do  you  have  to  help  me?" 


Perhaps  the  world's  largest  and  most  up-to-date 
library  of  business  programs  has  been  written 
specifically  for  the  IBM  PC  family.  And  among  the  best 


of  this  software  is  IBM's  Personal  Computer  Software. 
A  great  deal  of  it  is  compatible  from  one  system 
to  another  or  from  office  to  home.  You 
might  be  interested  in  help  with  your 
writing,  filing,  graphing,  planning  or 
reporting.  And  if  you  want  to  get  all 
your  ducks  in  a  row,  line  them  up 
with  the  IBM  Assistant  Series. 
You  can  work  with  each  program 
individually,  or  together  as  a 
team.  There  is  also  software  to  help 
you  with  accounting,  inventory  and 
payroll— practically  anything,  including  communi- 
cations packages  to  connect  you  to  a  company  main- 
frame or  outside  information  services. 

"How  expensive  are  they? 
And  what  if  my  needs  change?" 

With  all  the  quality,  power  and  performance 
built  into  IBM  Personal  Computers  (including  their 
extraordinary  expansion  capabilities),  you'll  find 
they're  surprisingly  affordable. 
But  the  value  doesn't  end 
there,  because  if  your 
needs  change  you  can 
always  expand  or  up- 
grade within  the 
IBM  PC  family.  It's  a 
very  extensive,  very 
compatible  family  of  products 
that  can  help  you  protect  your  initial  investment. 

"If  I  want  a  demonstration,  where  do  I  go 
and  who  will  show  it  to  me?" 


Go  to  any  Authorized  IBM  Personal  Computer 
Dealer  or  IBM  Product  Center,  or  contact  your  IBM 
marketing  representative.  All 
have  received  special  training 
and  you  should  find  them 
quite  helpful. 

Ask  to  see  the  software 
programs  that  interest  you 
most,  and  get  your  hands  on 
the  system  yourself.  Then      _ 
you'll  begin  to  see  what  this 
tool  for  modern  times  can  do  for  you. 

For  a  store  near  you,  call  1-800-447-4700,  Dept.  HC. 
In  Alaska  or  Hawaii,  1-800-447-0890.  T^1^  S* 


Yours  free. 

This  valuable  booklet  contains  many  practical  tips— some  will 
almost  certainly  improve  productivity  in  your  company.  It's  published 
by  Robert  Half,  the  world's  largest  recruiting  service  specializing  in 
financial,  accounting  and  data  processing  professionals. 

To  get  your  copy,  contact  any  of  the  80  Robert  Half  offices  on 
three  continents.  Or,  write  on  your  company  letterhead  to: 

Robert  Half  International  Inc., 
PO  Box  4157 
New  York,  NY  10163. 


Faces 

Behind  the  Figures 
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other  small  restaurant  chain.  "I'm 
worth  about  $60  million,  but  my 
money  is  a  burden  to  me,"  he  says 
somewhat  sheepishly. 

Now  that  he  has  put  Church's  back 
on  a  growth  track,  Bamberger,  56,  is 
heading  back  for  his  ranch.  He  says  he 
might  step  down  as  chief  executive 
within  6  to  12  months.  His  job  will 
probably  pass  to  President  Richard 
Sherman,  41,  recruited  by  Bamberger 
a  year  ago  from  Imasco,  an  operator  of 
Hardee's  franchises. 

Church's  still  faces  challenges,  of 
course.  It  serves  mostly  low-income 
customers,  making  it  especially  vul- 
nerable if  the  economic  recovery 
sours.  Does  Bamberger  want  to  sell 
the  company  before  he  steps  down,  as 
some  Wall  Street  analysts  suspect? 
After  all,  Church's  stock  now  sells  at 
a  flattering  16  times  earnings.  "If  it 
happens,"  Bamberger  deadpans,  "it 
happens." — Barbara  Rudolph 

Making  up  for  lost  time 

Tlhere's  an  old  Chinese  proverb," 
says  Ma  Shiyi,  a  top  official  of  the 
library  at  Peking  University.  "Spend 
energy  sharpening  the  edge  of  the 
knife" — and  don't  waste  time  polish- 
ing the  blade. 

That's  the  policy  guiding  Ma's  cur- 
rent book-buying  binge.  During  the 
Cultural  Revolution  of  the  Seventies, 
when  rampaging  Red  Guards  de- 
stroyed private  book  collections,  uni- 
versity libraries  were  mostly  spared. 
But,  Ma  explains,  "we  stopped  buying 
books."  That  has  left  China's  scholars 
with  antiquated  research  materials 
that  hinder  renewed  efforts  to  mod- 
ernize their  country. 

Now,  armed  with  a  loan  from  the 
World  Bank  and  additional  funds  from 
his  Ministry  of  Education,  Ma  is  di- 
rector of  a  special  fund  that  last  year 
spent  $4  million  on  foreign  tomes. 
Instead  of  filling  in  gaps  in  the 
shelves,  however,  Ma  is  obsessed 
with  getting  only  the  most  up-to-date 
works.  And  instead  of  spreading  thin 
his  very  limited  budget,  Ma  is  trying 
to  create  pockets  of  excellence.  For 
example,  he  is  buying  advanced  scien- 
tific texts  for  a  new  life  sciences  pro- 
gram at  Peking  University  and  load- 
ing up  on  American  literature  for 
Shandong  University,  which  already 
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Restocking  China's  bookshelves. 

has  a  strong  reputation  in  that  field. 

Ma,  a  lively  man  of  56,  is  also  trying 
to  buy  books  more  efficiently  than  the 
big  government  corporation  that  had 
the  book-import  monopoly  prior  to 
the  start  of  his  program  in  1982.  Last 
year  he  signed  a  $4  million  two-year 
contract  with  leading  U.S.  book  dis- 
tributor Baker  &  Taylor,  a  division  of 
W.R.  Grace.  Baker  &  Taylor  gets  low- 
er prices  from  publishers  than  Ma 
could  on  his  own  and  consolidates  the 
books  into  container-load  batches  to 
save  on  shipping  costs.  Ma  is  also 
working  with  British  book  distributor 
B.H.  Blackwell  Ltd.  and  with  Hong 
Kong  and  Japanese  wholesalers. 

Like  many  educated  Chinese,  Ma 
knows  firsthand  about  the  chaos  of 
the  Cultural  Revolution.  A  talented 
athlete  who  won  a  national  cross- 
country motorcycle  championship  in 
his  youth,  Ma  was  head  of  the  phys- 
ical education  department  of  Peking 
University  when  the  troubles  began 
in  the  mid-Sixties.  Because  he  didn't 
mix  enough  radical  politics  in  with 
his  calisthenics,  Ma  was  judged  a  "bad 
element."  Over  the  next  eight  years 
he  was  sent  sporadically  to  the 
countryside  to  build  roads  and  do  oth- 
er menial  labor. 

Looking  back  now,  Ma  says,  it 
wasn't  so  bad  to  try  different  lifestyles 
and  "to  test  my  own  will"  by  with- 
standing hardship.  "I  had  to  believe," 
he  says,  "that  one  day  there  would  be 
a  future  in  China."  These  days,  in 
addition  to  his  book-buying  duties, 
Ma  has  a  pet  project  that  would  be 
inconceivable  under  a  more  doctri- 


naire regime:  trying  to  raise  funds  for 
a  new  library  building  at  Peking  Uni- 
versity. On  a  recent  trip  to  the  U.S., 
he  solicited  foundations  and  now 
plans  to  put  the  touch  on  wealthy 
alumni  who  live  here. — P.S. 

Life  in  Hollywood 

W'  hen  you're  hot,  you're  hot.  Two 
years  ago  David  Bombyk  was  on 
unemployment.  This  year  the  32- 
year-old  movie  buff  will  see  three 
films  he  produced  up  on  the  silver 
screen.  "One  day  you  are  sitting  in 
your  office  reading  scripts,  and  a  year 
later  $42  million  has  been  commit- 
ted," says  Bombyk.  "That's  what 
power  is  like  in  Hollywood." 

Bombyk 's  first  release,  Witness,  is 
the  hottest  new  movie  of  1985.  He 
optioned  the  script  after  it  had  been 
turned  down  by  several  major  studios. 
Bombyk's  partner,  Edward  Feldman, 
got  actor  Harrison  Ford  interested  in 
the  script,  which  convinced  Para- 
mount Pictures,  a  division  of  Gulf  &. 
Western,  to  foot  the  $11.5  million 
production  costs.  The  movie,  a  ro- 
mantic thriller  starring  Ford  and  set  in 
Pennsylvania  Amish  country,  grossed 
$38  million  at  the  box  office  in  a  little 
more  than  a  month. 

Bombyk  estimates  that  break-even 
for  Witness  will  be  a  $70  million  gross, 
which  he  hopes  to  see  from  domestic 


ticket  sales  alone.  He's  looking  for- 
ward to  the  gravy  from  foreign  box 
office  revenues  and  other  revenues 
from  pay  TV,  network  TV  and  video- 
cassette  sales.  His  piece:  5%  of  the 
profits.  "If  you  look  fast  you  can  see 
me  in  Witness,"  Bombyk  says. "I'm  a 
tour  director  with  knobby  knees." 
Meanwhile,  life  isn't  bad.  The  upfront 
fees  for  the  three  films  he's  developed 
so  far  total  over  $200,000. 

Bombyk  got  his  break  in  early  1983 
when  he  joined  Feldman,  55,  best 
known  for  his  hit  low-budget  film  Hot 
Dog.  The  older  man  agreed  to  give 
Bombyk  a  cut  on  any  properties  that 
Bombyk  developed.  Explorers,  a  $24 
million  science  fiction  fantasy  also 
financed  by  Paramount,  will  be  re- 
leased this  summer.  Bombyk's  third 
film,  The  Hitcher,  a  $6  million  thriller, 
was  financed  by  HBO  Pictures  and 
Silver  Screen  Partners  and  will  be  dis- 
tributed by  Tri-Star,  probably  this  fall. 

Bombyk  is  making  other  beginners 
rich,  too.  All  his  films  so  far  have  been 
scripted  by  first-time  feature  film 
writers.  Eric  Red,  the  23-year-old  au- 
thor of  The  Hitcher,  sent  Bombyk  his 
script  from  Texas.  Red  didn't  have  a 
phone,  so  Bombyk  held  story  confer- 
ences with  Red  calling  in  on  a  pay 
phone.  That  script  eventually  earned 
the  writer  $150,000.  That,  too,  is 
Hollywood. — Jeffrey  A.  Trachtenberg 


Movie  producer  David  Bombyk 

"One  day  you  are  sitting  in  your  office  reading  scripts. 
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The  Redistribut 

ButNotTheWT 


In  their  system,the  highest  hope 
of  the  typical  family  is  renting  a  two-room 
apartmentln  Americas,  almost  65%  of  our 
people  are  in  homes  of  their  own. 

One  big  story  behind  that  statistic 
is  a  capital  redistribution  system  called  the 
"national  secondary  mortgage  market'.' 

Through  itjenders  sold  almost7out 
of  every  10  new  home  mortgages  to  investors 
last  year,  accounting  for  some  $140  billion. 

And  there's  more  to  it  than  just  big 
numbers;  this  market  works  for  everyone. 

Investors  get  good,solid  yields  with 
mortgage-backed  securities  and  other 
mortgage-related  products. 

Lenders  get  the  capital  they  need  to 
meet  the  demand  of  their  local  market, no 
matter  how  fast  it  may  grow. 

And  people  who  want  to  buy  homes 
get  a  variety  of  options  at  affordable  rates. 

As  the  largest  private  investor  in 
home  mortgageaFannie  Mae  is  at  the  center 
of  this  dynamic  market. 

Our  only  business  is  getting  capital 
to  where  it's  needed  in  the  housing  market, 
which  in  turn  helps  millions  of  Americans 
realize  their  dream  of  owning  a  home. 

So,if  anyone  wants  to  know  about 
capital  redistribution,they  should  look  into 
our  nations  secondary  mortgage  market. 

Ortheycanaskus. 

Fannie  MaaWhere  America  gets  the 
big  ideas  in  home  finance. 


^5.  FannieMae 
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The  Forbes  500s 


Sales  and  profits  were  up,  but  not  impressively;  market  values 
were  down,  but  not  dismayingly.  Consider  1984  a  so-so  year. 


A  slackening 


Growth  for  The  Forbes  500s,  by  most  mea- 
sures, continued  last  year  but  at  a  less  robust 
pace.  Profit  gains  were  above  their  five-year 
growth  rate,  but  not  by  a  large  amount.  The 
market  value  decline  shown  below  looks  bad 
but  overstates  the  weakness  in  the  stock  market  (for  an 
explanation,  see  page  205). 

These  aggregate  figures  are  not,  to  be  sure,  foolproof 
measures  of  corporate  America.  The  mix  of  entrants 
changes  as  some  companies  are  merged  off  the  list  and 
others  grow  into  their  places.  The  500s  don't  include 
privately  held  companies,  though  several  are  billion-dollar 
in  size.  The  lists  don't  in- 
clude foreign-domiciled 
companies,  such  as  Big 
Board-traded  Schlumberger 
and  McDermott.  McDer- 
mott  is  run  from  New  Or- 
leans but  domiciled  in  Pana- 
ma for  tax  reasons.  Schlum- 
berger is  run  from  Paris  and 
New  York  City  but  incorpo- 
rated in  tax  haven  Nether- 
lands Antilles. 

And  the  lists  necessarily 
neglect  a  large  chunk  of  the 
economy.  Indeed,  the  declin- 
ing employment  numbers 
below  belie  the  recent 
growth  in  jobs  in  the  U.S. 
Last  year,  even  as  Exxon  was 
trimming  its  employment 
rolls  from  156,000  to 
150,000,  the  Ace  Wiping 
Cloth  Co.  in  Detroit  was  ex- 


The 

grand  totals 

A  billion  here,  a  billion  there,  and  it  adds  up 
to  a  fairly  healthy  economy.  Only  employ- 
ment shows  a  long-term  decline,  and  there 
is  good  news  in  that  for  productivity. 

Category 

1984 
totals 

%  change 
from  1983 

5-year 
growth  rate 

Sales  500s 

$2.62  trillion 

+  5.5% 

+  5.7% 

Profits  500s 

139.6  billion 

+  6.1 

+  4.1 

Assets  500s 

4.55  trillion 

+  7.4 

+  10.0 

Market  Value  500s 

1.23  trillion 

-3.9 

+  9.8 

Total  employment 
of  500s  companies 

21.1  million 

-3.8 

-1.6 

panding  from  130  to  160.  Ace,  neither  large  nor  public, 
can't  be  counted  in  our  totals.  But,  like  thousands  of  other 
small,  growing,  service-sector  enterprises,  it  is  helping 
absorb  a  growing  labor  force. 

What  did  it  take  to  get  on  one  of  the  four  lists  this  year? 
The  Sales  500s  cutoff  was  about  $1.26  billion,  up  7.9% 
from  the  previous  directory.  The  Profits  500s  minimum 
was  $59.5  million,  up  15%.  The  Assets  500s  minimum 
was  $2.09  billion,  a  gain  of  4.8% .  The  fourth  list  is  the  only 
one  with  a  looser  standard  this  time  around:  Market  Value 
500s  started  at  $636  million,  down  8.4%  from  last  year. 
Another  prerequisite  was  not  to  be  bought  up.  Rolm,  St. 

Regis  Paper  and  Gulf  dropped 
off  after  being  picked  up  re- 
spectively by  IBM,  Champi- 
on International  and  Chev- 
ron. We  included  companies 
that  are  the  subjects  of  pend- 
ing takeovers,  unless  it  was 
certain  that  the  acquisition 
would  be  completed  before 
the  Apr.  29  issue  date. 

The  rules  for  calculation  of 
our  numbers  appear  on  pages 
244  (ranking  section)  and  268 
(stock  performance).  There 
are  changes  from  last  year's 
Forbes  500s:  Results  from 
discontinued  operations  are 
included,  and  unconsolidat- 
ed subsidiaries  are  counted 
where  significant.  The  latter 
rule  would  affect,  for  exam- 
ple, ITT,  which  has  a  large 
insurance  subsidiary. 
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he  need 
for  energy,  McDermott 
builds  beneath  the  sea 
as  far  as  man  builds 
toth 


©1985  McDermott  International,  Inc. 


As  the  world's  demand  for  energy  grows, 
explorers  for  oil  and  gas  move  further  from 
shore  into  ever-deeper  water. 

To  help  bring  up  the  oil  and  gas  they  find, 
there  is  one  company  that  builds  offshore  plat- 
forms to  rival  the  height  of  the  world's  tallest 
buildings.  McDermott  International. 

Secured  to  the  seafloor  over  a  thousand  feet 
down,  these  platforms  support  industrial  com- 
plexes of  workers  and  drilling  and  production 
equipment.  They're  built  to  withstand  the  fury 
of  hurricanes  and  100-foot  waves. 

The  world's  tallest  fixed  offshore  structure 
stands  in  1,025  feet  of  water.  McDermott 
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built  and  installed  it,  along  with  the  three  nex. 
tallest.  Now  McDermott  is  studying  platform 
designs  for  1,600-foot  depths. 

McDermott  lays  miles  of  pipeline  to  transport 
deepwater  oil  and  gas  ashore.  Pipe  sections  are 
welded  at  sea  and  skillfully  buried  to  protect 
pipeline  and  environment. 

To  install  giant  platforms  and  deepwater 
pipelines,  McDermott  has  developed  a  fleet  of 
specialized  seagoing  construction  equipment 
larger  than  many  nations'.navies.  And  our 
onshore  facilities  match the  toughest  demands 
of  deepwater  cons'tkiction.  From  the  Gulf  of 
Mexico  to  the  North#ea,  from  Southeast  Asia 


to  the  Middle  East,  McDermott  has  everything 
necessary  to  draw  upon  new  sources  of  energy. 

Offshore  and  onshore,  McDermott  and  its 
employees  work  to  help  the  world  find  energy 
solutions.  And  the  further  out  to  sea  the  world 
searches  for  oil  and  gas,  the  more  it  must  call 
upon  McDermott's  deepwater  technology. 

For  more  information,  write  Public  Affairs, 
McDermott  International  Inc.,  1010 Common 
Street,  New  Orleans,  LA  701 1 2. 

/.X  Where  the  world  comes 
\™il  for  energy  solutions 


The  Forbes  Sales  500 


SALES 


The  500  largest  public  corporations  did 
$2.62  trillion  in  sales  last  year.  Does  this 
mean  that  giant  companies  are  taking  over 
the  economy?  Not  at  all:  Take  a  closer  look. 


T\  he  Forbes  Sales  500  raked  in 
$2.62  trillion  in  revenues  last 
year.  A  demagogue  or  trust- 
buster  could  make  much  of  that  fig- 
ure, since  it  amounts  to  more  than 
two-thirds  of  the  gross  national 
product.  Especially  in  an  era  of  bil- 
lion-dollar mergers,  the  number  sug- 
gests a  frightening  concentration  in 
U.S.  industry.  Look  at  some  of  the  acquiring  companies: 
Burlington  Northern,  which  bought  the  El  Paso  Co.  pipe- 
line in  late  1983,  up  103.1%  in  sales,  or  ConAgra,  which 
bought  the  Armour  meat-packing  operations  also  in  late 
1983,  up  93.5%. 

But  a  closer  look  disproves  the  myth  of  increasing  con- 
centration. There  is  much  overlap  in  the  sales  total  for  the 
500.  A  coil  of  steel  is  counted  once  in  the  steel  mill's  sales, 
again  at  the  refrigerator  plant  and  again  at  the  retail  chain. 
GNP,  by  contrast,  a  measure  of  final  sales,  eliminates  such 
double  counting. 

We  don't  have  a  compilation  of  value  added  for  our  Sales 


Rank 

1984    1983 

Company 

Sales 
($mil) 

/o 

change 
over 
1984 

1          1 

Exxon 

90,854 

2.6 

2         2 

General  Motors 

83,890 

12.5 

3         4 

Mobil 

56,047 

2.6 

4         5 

Ford  Motor 

52,366 

17.8 

5         7 

Texaco 

47,334 

18.1 

Winners 

The  leaders  in  sales  growth. 

Rank 
1984        1983                          Company 

Sales 

t$mil) 

/o 

change 
over 
1983 

61! 

137                            Burlington  Northern 

9,156 

103.1 

141 

272                                                ConAgra 

4,777 

93.5 

450 

■                                               Circle  K 

1,418 

80.9 

358 

■                                  Apple  Computer 

1,898 

75.0 

325 

485                                         Mack  Trucks 

!  106 

73.0 

■  Not 

on  500  list  in  1983. 

500,  but  we  can  look  at  a  simpler 
measure  of  industrial  concentration: 
employment  (see  p.  23V-  The  em- 
ployment total  for  the  Sales  500  av- 
eraged 19.7  million  last  year,  or 
18.7%  of  civilian  employment  in 
the  U.S.  Five  years  earlier  the  group 
accounted  for  21.4  million  jobs,  or 
21.6%  of  the  national  total.  To  be 
sure,  there  is  some  fuzziness  in  the  numbers — how  part- 
timers  are  counted,  for  example — but  the  trend  is  unmis- 
takably down. 

The  combined  revenue  of  companies  on  this  list  was  up 
5.6%  from  last  year's  total,  slightly  ahead  of  inflation.  The 
divested  AT&T  aside,  only  one  of  the  top  ten,  Phibro- 
Salomon,  showed  lower  revenues.  Some  improved  their 
sales  considerably  without  a  giant  acquisition:  Chrysler, 
up  47.8%;  Wal-Mart  Stores,  up  37.4%. 

Many  banks  showed  gains  without  any  comparable  ex- 
pansion of  their  business.  Their  sales  figures  reflect,  to  a 
large  degree,  prevailing  rates. 


Losers 


The  laggards  in  sales  growth. 


Rank 
1984         1983 


Company 


Sales 

iSmil) 


o/ 

/o 

change 
over 
1983 


340 


200 


Warner  Communications 


2,024 


-40.9 


217 


100 


Charter 


3,388 


-40.1 


356 


270 


Tosco 


1,899       -23.9 


24 


17 


Occidental  Petroleum        15,586       -18.5 


171 


113 


Fluor 


4,211 


16.5 


162 
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THINGS  WE  CAN'T  KEEP  QUIET  ABOUT. 


What  happens  when  you 
can't  mind  your  own  business. 

When  you're  disabled,  your  world  comes  to  a  stop.  And  so  does  your  income.  Face 
it.  Your  business,  your  practice— everything  you've  ever  worked  for  will  suddenly  come 
to  a  stop  without  you.  We've  seen  it  happen  time  and  again  because  nobody  ever 
expects  to  become  disabled.  Ever.  And  the  real  tragedy  is  this:  It  doesn't  have  to  be  thatway. 

The  Quiet  Company  is  one  of  the  few  insurance  companies  that  offers  high  quality 
individual  disability  income  insurance.  And  we'll  stake  our  reputation  on  this:  Northwestern 
Mutual  Life's  performance  is  tough  to  match  anywhere. 

And  we  can  prove  it: 

No  one  offers  broader  coverage  for  partial  disability  than  Northwestern  Mutual. 

Your  benefits  can  be  protected  from  inflation  because  our  Annually  Indexing  feature 
will  raise  your  benefits  as  much  as  8%  per  year  to  reflect  changes  in  the  consumer  price  index. 

Our  innovative  Transition  Benefit  can  be  payable  up  to  three  months  when  you 
return  to  work  full  time  following  recovery  from  a  long  term  compensable  disability. 

You  can  see  why  Northwestern  Mutual       kl^i-L—  * 

Life's  Disability  Income  is  a  tough  act  to  follow.     y*JP[l^^f§r^ 
If  the  day  comes  when  you  can't  mind  your     /ViUtUcll  LH 
own  business,  you'll  be  able  to  rest  your  mind. 

For  more  information,  please  call  1-800- 
528-6050.  (In  Arizona  call  1-800-352-0458; 
in  Alaska  and  Hawaii  call  1-800-528-0470.) 


The 


em 
e@ 

uiet  Company® 


A  tough  act  to  follow 

C>  1985  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee,  Wisconsin 


The  Forbes  Sales  500 


Rank 
1984   1983 


Company 


Sales 
($mii; 


% 

change 

over 

1984 


50 


IBM    45,937        14.3 


Sears,  Roebuck    38,828         8.2 


EI  Du  Pont    35,999 


2.3 


American  Tel  &  Tel    33,188        NA 


10       10 


Phibro-Salomon    28,911 


-2.9 


11       13 


General  Electric    27,947 


4.3 


12       12 


Chevron    27,830  1.8 


13       1 1       Standard  Oil  Indiana    26,949 


-2.5 


14       15 


Atlantic  Richfield    23,768       -5.5 


15       18 


Kmart    21,096       12.3 


16       16 


Shell  Oil    20,701 


5.2 


17      20 


Citicorp    20,494       20.3 


18       19 


Safeway  Stores     19,642         5.7 


19      30 


Chrysler     19,573       47.8 


20       28 


ITT     19,285       -4.t 


21       21 


United  States  Steel    18,274 


8.3 


22      25       United  Technologies    16,332       11.3 


23       23 


Kroger     15,923         4.5 


24       17     Occidental  Petroleum     15,586     -18  5 


25       22  Phillips  Petroleum     15,537         2.9 


26       27 


Aetna  Life  &  Cas     15,411 


6.9 


27      26 


Tenneco     14,890 


3.1 


28       33 


Cigna     14,775        17.6 


29      31 


GTE     14,547        12.4 


30       24 


Sun  Company     14,466       -1.8 


31       29 


Bank  America     14,397 


8.3 


32      35 


Travelers     13,477        12.3 


33       34 


JC  Penney     13,451        11.4 


34       32 


Procter  &.  Gamble     13,394 


5.0 


35       45 


American  Express    12,895       32.0 


36       67 


American  Stores     12,119       51.8 


37      36 


Standard  Oil  Ohio     11,692 


0.8 


38       58 


Southland     11,661        32.9 


39       60 


Xerox     11,609 


9.1 


40       50 


Beatrice     11,427       21.9 


41       38 


Dow  Chemical     11,418         4.3 


42       43 


Unocal     10,838 


7.7 


43       44 


Allied  Corp    10,734         7.1 


44       41 


Eastman  Kodak     10,600         4.2 


45       37 


Boeing     10,354 


-7.0 


46       48     Westinghouse  Electric     10,265  7.7 


47      46 


Goodyear     10,241 


5.2 


48       49 


Philip  Morris     10,138  7.1 


53 
40 


RCA     10,112        12.6 


RJ  Reynolds  Inds      9,915      -4.5 


51       57 


Chase  Mnnhattan      9,881        15.9 


52 


Dart&K.-jfj      9,759 


0.5 


53  55      Federated  De^t  Stares      9,672        11.3 

54  65        McDo  ;:;s      9,663 


19.1 


55       64 


Roc: 


56      39 


57 


9,658 
9,519 
Union  Carbtds 


-    ■ 


58       42 


Nynex 


16.2 
NA 

S.6 
NA 


59       61 


Lucky  Stui 


60     137        Burlington  Northern      9, 


NA:  not  available 
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Rank 
1984   1983 


Company 


Sales 

($mil) 


% 

change 

over 

1984 


61 

59 

Fedl  Natl  Mortgage 

9,084 

7.2 

62 

56 

General  Foods 

8,915 

4.0 

63 

51 

Amer  Info  Technol 

8,347 

NA 

64 

68 

Household  Intl 

8,322 

5.2 

65 

80  Manufacturers  Hanover 

8,315 

26.1 

66 

62 

Amerada  Hess 

8,277 

-1.1 

67 

71 

Ashland  Oil 

8,267 

5.5 

68 

81 

Lockheed 

8,113 

25.0 

69 

54 

Bell  Atlantic 

8,090 

NA 

70 

76 

Dayton-Hudson 

8,009 

15.0 

71 

94 

CSX 

7,934 

37.1 

72 

73 

General  Dynamics 

7,839 

9.7 

73 

79 

Pacific  Gas  &  Elec 

7,830 

17.8 

74 

66 

Pacific  Telesis  Group 

7,824 

NA 

75 

63 

Union  Pacific 

7,789 

-6.8 

76 

75 

Minn  Mining  &  Mfg 

7,705 

9.5 

77 

70 

PepsiCo 

7,699 

-2.5 

78 

78 

Sara  Lee 

7,567 

11.5 

79 

74 

Winn-Dixie  Stores 

7,531 

5.6 

80 

115 

InterNorth 

7,510 

50.3 

81 

77 

Coca-Cola 

7,364 

7.8 

82 

72 

US  West 

7,280 

NA 

83 

69 

Southwestern  Bell 

7,191 

NA 

84 

136 

LTV 

7,046 

53.9 

85 

87 

UAL 

6,968 

15.7 

86 

84 

WR  Grace 

6,728 

8.2 

87 

83 

Monsanto 

6,691 

6.2 

88 

82 

Georgia-Pacific 

6,682 

3.3 

89 

89 

Santa  Fe  Southern 

6,662 

11.5 

90 

106 

Caterpillar  Tractor 

6,576 

21.2 

91 

95 

JP  Morgan 

6,562 

13.8 

92 

130 

Wal-Mart  Stores 

6,518 

37.4 

93 

86 

Anheuser-Busch  Cos 

6,  S01 

7.7 

94 

97 

Super  Valu  Stores 

6,413 

11.5 

95 

117 

Hewlett-Packard 

6,297 

27.7 

96 

91 

Coastal  Corp 

6,260 

5  0 

97 

ss 

Nabisco  Brands 

6,253 

4.5 

98 

124 

Digital  Equipment 

6,230 

29.1 

99 

ids 

Texas  Eastern 

6,194 

14.9 

100 

90 

Johnson  &  Johnson 

6,125 

2.5 

101 

107 

Southern  Company 

6,124 

13.0 

102 

96 

Honeywell 

6,074 

5.6 

103 

104 

TRW 

6,062 

10.4 

104 

85 

Signal  Cos 

6,005 

-2.4 

105 

93 

Raytheon 

5,996 

1.0 

106 

99 

Merrill  Lynch 

5,911 

3.9 

107 

110 

Great  Atl  &  Pac  Tea 

5,878 

12.6 

108 

118 

Chemical  New  York 

5,857 

19.5 

109 

109 

Alcoa 

5,751 

9.3 

110 

135 

Texas  Instruments 

5,742 

25.4 

111 

105 

FW  Woolworth 

5,737 

5.2 

112 

102 

Consolidated  Edison 

5,729 

3.9 

13 

' 

National  Intergroup 

5,663 

45.1 

1U 

101 

General  Mills 

5,649 

2.3 

115 

153 

Gulf  &  Western  Inds 

5,596 

9.4 

Rank 

1984    1983 

Company 

Sales 
($mil) 

ovei 
1984 

116 

121 

Weyerhaeuser 

5,550 

13.7 

117 

146 

Motorola 

5,534 

27.5 

118 

119 

Fleming  Cos 

5,512 

12.5 

119 

103 

Halliburton 

5,446 

-1.3 

120 

129 

Transamerica 

5,399 

15.3 

121 

119 

Bethlehem  Steel 

5,392 

10.1 

122 

111 

Sperry 

5,370 

10.< 

123 

163 

American  General 

5,362 

35.( 

124 

126 

AMR 

5,354 

12.' 

125 

140 

American  Brands 

5,333 

6.1 

126 

116 

Ralston  Purina 

5,231 

5,« 

127 

128 

Loews 

5,221 

11 J 

128 

147 

Security  Pacific 

5,134 

18.1 

129 

151 

Champion  Intl 

5,121 

20. 

130 

134 

Control  Data 

5,027 

9. 

131 

145 

First  Interstate  Bancp 

4,965 

14.- 

132 

142 

American  Elec  Power 

4,952 

13, 

133 

131 

Commonwlth  Edison 

4,930 

6. 

134 

122 

Colgate-Palmolive 

4,910 

0. 

135 

231 

Teledyne 

4,860 

15.. 

136 

138 

Southern  Calif  Edison 

4,843 

8. 

137 

173 

Bankers  Trust  NY 

4,834 

25. 

138 

139 

CBS 

4,832 

8J 

139 

148 

Burroughs 

4,808 

11. 

140 

132 

Pacific  Lighting 

4,782 

4. 

141 

272 

ConAgra 

4,777 

93 

142 

152 

May  Dept  Stores 

4,762 

12. 

143 

143 

McKesson 

4,736 

13 

144 

149 

Albertson's 

4,736 

10 

145 

144 

International  Paper 

4,716 

8 

146 

114 

Litton  Industries 

4,652 

-0 

14^ 

165 

Continental  Corp 

4,641 

17 

148 

127 

Archer  Danls  Midland 

4,610 

-2: 

149 

112 

Columbia  Gas  System 

4,593 

-9 

150 

150 

Borden 

4,568 

7' 

151 

154 

Armco 

4,543 

9 

152 

164 

Pillsbury 

4,534 

in 

153 

185 

First  Chicago 

4,526 

23; 

154 

123 

American  Home  Prod 

4,486 

-71 

155 

156 

Diamond  Shamrock 

4,483 

Hi 

156 

171 

Delta  Air  Lines 

4,459 

14 

157 

167 

Melville 

4,424 

12. 

158 

157 

CPC  International 

4,373 

S' 

159 

166 

Eastern  Air  Lines 

4,364 

IC 

160 

191 

Supermarkets  General 

4,347 

23 

161 

169 

Lincoln  National 

4,345 

11 

162 

177 

North  Amer  Philips 

4,326 

U 

163 

187 

Emerson  Electric 

4,321 

2( 

164 

176 

RH  Macy 

4,295 

13 

165 

159 

American  Intl  Group 

4,281 

• 

166 

160 

Deere 

4,275 

167 

183 

PPG  Industries 

4,242 

1! 

168 

181 

IC  Industries 

4,224 

1. 

169 

211 

American  Motors 

4,215 

2! 

170 

207 

American  Can 

4,213 

• 
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Acidproof  Tantalum 

Fansteel  Metals  Division  developed  a  special  tantalum  alloy, 
"63"  Metal,  specifically  to  meet  the  demands  of  the  chemical  industry. 

Tantalum's  inertness  to  almost  all  corrosive  reagents  makes  it  ideal  for 
the  fabrication  of  heat  transfer  equipment  like  heat  exchangers. 

"63"  Metal's  durability  reduces  unplanned  downtime  keeping 
chemical  operations  productive. 

At  Fansteel  Metals  Division  they  never  stop  making  tantalum  do  more. 


Panste 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


IF  THE  CALIFORNIAS 
WERE  A  NATION,  THEY  WOULD  HAVE 

THE  EIGHTH  LARGEST  GNP 

IN  THE  WORLD 


There's  more. 

With  only  a  tenth  of  the  U.S.  population, 
rhe  Californias  are  home  to  more  than  a  third 
)f  the  country's  highest-technology  companies, 
leadquarters  for  eighty-six  of  its  five  hundred 
astest-growing  companies. 

There's  more. 

Some  of  the  toughest  economic  analysts 
suggest  that  The  Californias  may  not  keep  their 
¥8  ranking  into  the  next  century. 


They  say  The  Californias  will  be  #4. 

Think  what  you  can  grow  in  this  climate. 
Then,  write  the  California  Department  of 
Commerce. 

There's  more. 

THE  QLIFORNIAS 

California  Department  of  Commerce 

Office  of  Business  Development,  P.O.  Box  9278,  Dept.  24 

Van  Nuys,  CA  91409 


^_l 


The  Forbes  Sales  500 


Rank 
1984    1983 

Company 

Sales 

(Smil) 

% 

change 

over 

1984 

171 

113 

Fluor 

4,211 

-16.5 

172 

162 

Pub  Svc  Elec  &  Gas 

4,196 

5.9 

173 

168 

Bristol-Myers 

4,189 

7.0 

174 

188 

MidCon 

4,186 

16.4 

175 

161 

Houston  Industries 

4,182 

4.7 

176 

182 

Associated  Dry  Goods 

4,107 

10.5 

177 

141 

Continental  Illinois 

4,091 

-6.6 

178 

175 

HJ  Heinz 

4,088 

6.4 

179 

180 

NCR 

4,074 

9.2 

180 

155 

United  Energy  Res 

4,001 

-0.8 

181 

184 

Allied  Stores 

3,971 

7.2 

182 

158 

Firestone 

3,966 

0.6 

183 

206 

FPL  Group 

3,941 

17.6 

184 

195 

Texas  Utilities 

3,932 

12.7 

185 

169 

Martin  Marietta 

3,920 

0.5 

186 

189 

Borg-Warner 

3,916 

10.5 

187 

190 

American  Cyanamid 

3,857 

9.1 

188 

179 

Pfizer 

3,855 

2.8 

189 

199 

Dresser  Industries 

3,841 

11.8 

190 

196 

Campbell  Soup 

3,834 

10.1 

191 

186 

Carter  Hawley  Hale 

3,833 

5.5 

192 

197 

Boise  Cascade 

3,817 

10.6 

193 

208 

Reynolds  Metals 

3,728 

11.6 

194 

234 

Amer  Broadcasting 

3,703 

25.9 

195 

213 

Northrop 

3,688 

13.1 

196 

178 

Pan  Am  Corp 

3,685 

-2.8 

197 

204 

Trans  World  Airlines 

3,657 

9.0 

198 

174 

Transco  Energy 

3,644 

-5.2 

199 

210 

Kimberly-Clark 

3,616 

10.4 

200 

240 

Dana 

3,575 

24.8 

201 

214 

Merck 

},3M) 

9.7 

202 

172 

Intl  Harvester 

3,548 

-0.2 

203 

193 

Enserch 

3,545 

1.2 

204 

201 

Owens-Illinois 

3,543 

2.7 

205 

192 

Kerr-McGee 

3,537 

0.8 

206 

224 

Marriott 

3,525 

16.1 

207 

218 

Norfolk  Southern 

3,525 

12.0 

208 

198 

Consol  Natural  Gas 

3,519 

2.2' 

209 

253 

Eaton 

3,510 

31.3 

210 

215 

Hospital  Corp  of  Am 

3,499 

9.2 

211 

235 

Alco  Standard 

3,497 

19.5 

212 

237 

Quaker  Oats 

3,496 

19.8 

213 

205 

Am  Natural  Resources 

3,493 

4.1 

214 

209 

Amer  Hospital  Supply 

3,449 

4.2 

215 

216 

BF  Goodrich 

3,438 

7.7 

216 

304 

Williams  Cos 

3,389 

56.4 

217 

100 

Charter 

3,388 

-40.1 

218 

229 

WeSis  Fargo 

3,372 

12.8 

219 

226 

!2.2 

220 

194 

3.338 

221 

212 

3,328 

2.1 

222 

223 

Inland  Steel 

9.1 

223 

346 

Fin  Corp  of  America 

-2.4 

224 

295 

United  h, 

225 

244 

Stop  &  Shi 

Rank 
1984    1983 


Company 


Sales 
($mil) 


% 

change 

over 

1984 


226 

232 

Consumers  Power 

3,236 

8.8 

227 

263 

Bank  of  Boston 

3,225 

24.1 

228 

230 

Textron 

3,221 

8.1 

229 

302 

American  Standard 

3,215 

47.4 

230 

202 

Panhandle  Eastern 

3,212 

-5.7 

231 

260 

Zayre 

3,195 

22.2 

232 

241 

Kaiser  Alum  &  Chem 

3,193 

11.7 

233 

220 

Warner-Lambert 

3,167 

1.9 

234 

238 

Middle  South  Utilities 

3, 146 

8.1 

235 

227 

Avon  Products 

3,143 

4.8 

236 

254 

Whirlpool 

3,138 

17.6 

237 

225 

Eli  Lilly 

3,109 

2.5 

238 

236 

Abbott  Laboratories 

3,104 

6.0 

239 

248 

Crown  Zellerbach 

3,095 

14.2 

240 

247 

Time  Inc 

3,067 

12.9 

241 

268 

Mellon  Bank 

3,062 

21.5 

242 

221 

Combustion  Eng 

3,058 

-1.1 

243 

219 

Burlington  Inds 

3,050 

-2.3 

244 

259 

Swift  Independent 

3,050 

16.2 

245 

239 

Wickes  Cos 

3,031 

5.4 

246 

246 

Owens-Corning  Fbrgls 

3,021 

9.7 

247 

264 

Philadelphia  Electric 

2,981 

14.8 

248 

265 

Wetterau 

2,980 

13.8 

24') 

242 

SmithKline  Beckman 

2,949 

4.0 

250 

222 

Tesoro  Petroleum 

2,926 

-4.3 

251 

327 

Gt  Western  Financial 

2,869 

44.1 

252 

269 

United  Telecom 

2,856 

13.7 

253 

276 

Scott  Paper 

2,847 

15.5 

254 

277 

Walgreen 

2,847 

16.3 

255 

280 

USF&G 

2,839 

19.0 

256 

271 

Jack  Eckerd 

2,829 

5.1 

257 

309 

Fruehauf 

2,788 

30.9 

258 

303 

EF  Hutton  Group 

2,787 

28.3 

259 

257  Niagara  Mohawk  Power 

2,786 

5.8 

260 

274 

Times  Mirror 

2,771 

11.8 

261 

261 

Central  &  South  West 

2,766 

5.9 

262 

255 

Tandy 

2,745 

3  1 

263 

308 

Greyhound 

2,739 

4.9 

264 

273 

General  Public  Utils 

2,735 

10.3 

265 

300 

GenCorp 

2,727 

24.8 

266 

284 

Mead 

2,720 

14.9 

267 

298 

HF  Ahmanson 

2,711 

22.5 

268 

278 

Duke  Power 

2,710 

120 

269 

287 

Norwest 

2,683 

15.7 

270 

266 

Crocker  National 

2,677 

4.6 

271 

256 

Interco 

2,669 

0.4 

272 

262 

Dominion  Resources 

2,605 

-0.3 

273 

297 

Grumman 

2,604 

17.3 

274 

306 

Marine  Midland  Banks 

2,603 

20.7 

275 

282 

Kellogg 

2,602 

9.3 

276 

251 

Sonat 

2,591 

-3.6 

277 

258 

Hercules 

2,571 

-2.2 

278 

267 

Penn  Central 

2,569 

1.2 

279 

311 

}ames  River  Corp  Va 

2,524 

19.9 

•W".rl*,'J#5iBqBt«»Kl 

Singer 

2,519 

1.6 

168 


Rank 
1984    1983 

Company 

Sales 

(Smil) 

ovei 
1984 1 

281 

325 

IU  International 

2,515 

23.3 

282 

250 

Levi  Strauss 

2,514 

-8.( 

283 

313 

Engelhard 

2,511 

19.6 

284 

393 

Beneficial  Corp 

2,502 

12.1 

285 

289 

Detroit  Edison 

2,498 

8.2 

286 

310 

Sysco 

2,492 

17.< 

287 

281 

Ryder  System 

2,486 

4.; 

288 

291 

Ingersoll-Rand 

2,478 

9.( 

289 

299 

NWA 

2,445 

ii.; 

290 

350 

Wang  Laboratories 

2,421 

35.( 

291 

294 

Nicor 

2,419 

8.: 

292 

283 

Revlon 

2,399 

0.' 

293 

290 

AMAX 

2,399 

4, 

294 

417 

Dun  &  Bradstreet 

2,397 

16.. 

295 

293 

Amfac 

2,392 

6.: 

296 

307 

Interfirst 

2,367 

10. 

297 

286 

St  Paul  Cos 

2,359 

1. 

298 

334 

First  Bank  System 

2,350 

21. 

299 

288 

Pennzoil 

2,349 

1. 

300 

326 

Revco  DS 

2,331 

19. 

301 

384 

Cummins  Engine 

2,326 

44. 

302 

409 

Lear  Siegler 

2,322 

32 

303 

312 

Continental  Telecom 

2,319 

10. 

304 

381 

USG 

2,319 

43. 

305 

322 

Kidde 

2,312 

12 

$00 

419 

Valero  Energy 

2,308 

54 

307 

319 

Genuine  Parts 

2,304 

11 

308 

296 

Kemper 

2,302 

3 

309 

315 

lim  Walter 

2,297 

9 

310 

301 

Gillette 

2,289 

4 

311 

317 

Best  Products 

2,253 

8 

312 

434 

Paccar 

2,249 

39 

313 

335 

Natl  Medical  Entrprs 

2,244 

16 

314 

347 

Staley  Continental 

2,209 

21 

315 

360 

Republic-Bank 

2,205 

28 

316 

328 

Upjohn 

2,188 

9 

317 

423 

Harris  Corp 

2,188 

32 

318 

279 

Murphy  Oil 

2,169 

^ 

319 

356 

Ethyl 

2,167 

-C 

320 

344 

Irving  Bank 

2,143 

K    - 

321 

358 

Ogden 

2,137 

1:    H 

322 

318 

American  Petrofina 

2,126 

3ii 

323 

324 

Uniroyal 

2,122 

324 

285 

Allegheny  Intl 

2,115 

-<  ■ 

325 

485 

Mack  Trucks 

2,106 

Tc\ 

326 

354 

SCM 

2,102 

1< 

327 

339 

Northeast  Utilities 

2,095 

1( 

328 

331 

Giant  Food 

2,079 

( 

329 

329 

Sherwin-Williams 

2,075 

!     ^ 

330 

369 

Texas  Commerce  Bshs 

2,067 

2.     « 

331 

438 

Amer  Medical  Intl 

2,067 

1 

332 

333 

Olin 

2,065 

' 

333 

403 

CalFed 

2,062 

3.     & 

334 

330 

Primark 

2,042 

.     >1 

335 

340 

Rohm  &  Haas 

2,042 

Gt 
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Hawkeye-the  only  caniex- 
based  system  with  million- 
mile  vision. 


Somewhere  out  there  in  three 
million  cubic  miles  of  airspace-or 
on  the  sea  below-is  a  plane  or  ship 
you'd  better  find  before  it  finds  you. 
And  you  will-when  your  eyes  are  a 
Grumman  airborne  early  warning 
system  aboard  a  canier-based 
Grumman  E-2C  aircraft  called  the 
Hawkeye. 

It's  the  only  system  that  from 
an  altitude  of  30,000  feet  can  detect 
almost  any  object  that  moves  or 


Nowhere  *> 


generates  a  signal  on  126,000  square 
miles  of  the  earth's  surface  and  in 
the  air  above  it. 

The  Hawkeye  is  packed  with 
electronic  sensors,  displays,  com- 
puters and  communications  equip- 
ment. All  integrated,  furnished  with 
over  100,000  words  of  computer 
instructions,  and  given  wings  by 
Grumman.  And  as  electronic  compo- 
nents shrink,  Grumman  is  refining 
the  Hawkeye  system  to  do  even 
more  and  do  it  better  over  a  longer 
period  of  time. 

The  all-seeing  vision  of  the 
E-2C  is  evidence  that  an  aircraft's 
performance  in  a  mission  depends 
on  the  performance  of  its  electronic 
systems.  That's  why  half  the 


engineers  at  Grumman  are  specialists 
in  electronics. 

We  use  our  electronic  resources 
to  continually  sharpen  the  detection 
capability  of  the  Hawkeye.  And  to 
sharpen  the  claws  of  Grumman's 
combat  planes.  Result:  aircraft  that 
are  more  cost-effective.  Less  subject 
to  obsolescence.  More  dependable. 
And  able  to  perform  missions  no 
other  planes  can  perform. 

Only  GRUMMAN. 


GRUMMAN 


ii 


Rank 
1984   1983 

Company 

Sales 
($mil) 

% 

change 

over 

1984 

336 

337 

Texas  Oil  &  Gas 

2,035 

7.5 

337 

355 

Chubb 

2,034 

15.5 

338 

320 

Mapco 

2,032 

-1.6 

339 

341 

Cooper  Industries 

2,030 

9.7 

340 

200 

Warner  Comm 

2,024 

-40.9 

341 

305 

Morrison-Knudsen 

2,022 

-6.7 

342 

422 

First  Boston 

2,015 

35.9 

343 

342 

Humana 

2,008 

10.4 

344 

233 

Houston  Natural  Gas 

2,008 

-13.7 

345 

338 

Transworld 

2,002 

6.0 

346 

332 

No  Indiana  Pub  Svc 

2,001 

2.3 

347 

365 

Union  Camp 

1,974 

16.9 

348 

352 

Long  Island  Lighting 

1,974 

10.4 

349 

363 

Gannett 

1,960 

15.1 

350 

411 

MCI  Communications 

1,959 

28.8 

351 

345 

Morton  Thiokol 

1,953 

-6.8 

352 

292 

National  Distillers 

1,936 

-14.6 

353 

395 

Cabot 

1,912 

21.1 

354 

372 

National  Can 

1,911 

16.0 

355 

321 

White  Consolidated 

1,906 

-7.4 

356 

379 

First  City  Bancorp 

1,899 

16.9 

356 

270 

Tosco 

1,899 

-23.9 

358 

■ 

Apple  Computer 

1,898 

75.0 

359 

362 

Hershey  Foods 

1,893 

10.9 

360 

353 

Squibb 

1,886 

6.6 

361 

348 

Schering-Plough 

1,874 

3.6 

362 

400 

Gt  Northern  Nekoosa 

1,873 

19.7 

363 

396 

Colt  Industries 

1,868 

18.5 

3o4 

367 

Chesebrough-Pond's 

1,857 

10.2 

365 

380 

Hammermill  Paper 

1,855 

14.3 

366 

373 

Carolina  Power  &  Lt 

1,854 

12.6 

367 

351 

Baker  International 

1,848 

3.3 

368 

374 

Safeco 

1,845 

12.3 

369 

371 

General  Re 

1,842 

11.1 

370 

418 

Natl  Semiconductor 

1,830 

21.6 

371 

336 

Sterling  Drug 

1,827 

-3.9 

372 

399 

Koppers 

1,817 

16.0 

373 

405 

RR  Donnelley  &  Sons 

1,815 

17.4 

374 

357 

Manville 

1,814 

4.9 

375 

413 

AMP 

1,813 

19.6 

376 

377 

Public  Service  Colo 

1,802 

10.6 

377 

343 

Baxter  Travenol  Labs 

1,800 

-2.3 

378 

390 

Bergen  Brunswig 

1,799 

19.8 

379 

366 

Emhart 

1,795 

6.5 

380 

389 

Tribune 

1,794 

13.1 

381 

398 

General  Signal 

1,787 

13.5 

382 

386 

PacifiCorp 

1,786 

11.7 

383 

401 

Westvaco 

1,781 

13.9 

384 

448 

Walt  Disney 

1,780 

32.9 

385 

364 

No  States  Power 

1,776 

4.7 

386 

376 

Baltimore  Gas  &  Elec 

1,762 

7.5 

387 

39? 

Holiday  Inns 

1,760 

11.0 

388 

■ 

Sea-Land 

1,759 

10.9 

389 

500 

Libbey-Owens-Ford 

1,756 

50.4 

390 

370 

Air  Prods  &  Chems 

1,755 

5.6 

■  Not  on 

500  list  in  1983. 
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The  Forbes  Sales  500 


Rank 

1984    1983 


Company 


Sales 

($mil) 


% 

change 

over 

1984 


391 

446 

First  Executive 

1,755 

30.7 

392 

394 

Capital  Holding 

1,746 

10.4 

393 

397 

Central  Soya 

1,742 

10.6 

394 

387 

Corning  Glass  Works 

1,733 

9.0 

395 

383 

Pitney  Bowes 

1,732 

7.8 

396 

359 

Allegheny  Power 

1,721 

-0.2 

397 

314 

McGraw-Edison 

1,721 

-17.8 

398 

■ 

National  Gypsum 

1,718 

51.9 

399 

432 

United  States  Shoe 

1,717 

13.9 

400 

444 

Zenith  Electronics 

1,716 

26.1 

401 

435 

Anderson,  Clayton 

1,716 

22.4 

402 

493 

Federal  Express 

1,713 

43.4 

403 

388 

Waldbaum 

1,712 

7.9 

404 

440 

Avnet 

1,712 

24.5 

405 

404 

Peoples  Energy 

1,708 

10.4 

406 

378 

Mercantile  Stores 

1,707 

5.0 

407 

445 

Consol  Freightways 

1,705 

25.8 

408 

454 

Toys  "R"  Us 

1,702 

29.0 

409 

361 

Turner 

1,694 

-1.0 

410 

431 

Lowe's  Cos 

1,689 

18.0 

411 

316 

Wilson  Foods 

1,685 

-14.8 

412 

481 

Black  &  Decker 

1,678 

36.7 

413 

402 

Pacific  Resources 

1,671 

7.7 

414 

424 

Knight-Ridder  News 

1,665 

13.0 

415 

425 

Service  Merchandise 

1,657 

13.6 

416 

392 

MCA 

1,651 

4.2 

417 

470 

NCNB 

1,643 

31.2 

418 

412 

Ohio  Edison 

1,637 

8.0 

419 

429 

USAir  Group 

1,630 

13.8 

420 

■ 

Intel 

1,629 

45.2 

421 

■ 

MCorp 

1,628 

46.2 

422 

407 

San  Diego  Gas  &  Elec 

1,621 

5.9 

423 

368 

Crown  Central  Petro 

1,610 

-3.5 

424 

420 

Intl  Minerals  &  Chem 

1,604 

7.8 

425 

375 

Castle  &  Cooke 

1,596 

4.2 

426 

447 

Bank  of  New  York 

1,577 

17.7 

427 

427 

Armstrong  World  Inds 

1,569 

9.0 

428 

472 

Perm  Power  &  Light 

1,563 

25.2 

429 

410 

Paine  Webber  Group 

1,550 

5.1 

430 

416 

Republic  Airlines 

1,547 

2.4 

431 

428 

Gulf  States  Utils 

1,547 

7.7 

432 

408 

Brown  Group 

1,537 

0.5 

433 

483 

PNC  Financial 

1,499 

23.1 

434 

439 

Witco  Chemical 

1,496 

7.9 

435 

441 

New  England  Electric 

1,486 

8.1 

436 

■ 

Kansas  Power  &  Light 

1,480 

72.2 

437 

451 

Johnson  Controls 

1,470 

10.9 

438 

497 

Food  Lion 

1,470 

25.3 

439 

486 

Brunswick 

1,468 

20.7 

440 

469 

Roadway  Services 

1,462 

16.6 

441 

426 

George  A  Hormel 

1,459 

1.4 

442 

450 

Stauffer  Chemical 

1,456 

7.8 

443 

433 

Wisconsin  Elec  Power 

1,435 

1.2 

444 

442 

Monfort  of  Colorado 

1,430 

4.2 

445 

453 

Evans  Products 

1,424 

5.3 

Rank 
1984   1983 


Company 


Sales 
($mil) 


446     456 


SCO  A  Industries       1,424 


447 


Beverly  Enterprises       1,420 


448     491 


Tektronix      1,420 


449     443 


Cincinnati  G&E       1,419 


450 


Circle  K      1,418 


451     382      Northwest  Industries      1,414 


452    436 


Union  Electric      1,412 


453 


Parker-Hannifin      1,406 


454     430 


Rite  Aid      1,403 


455     461 


McGraw-Hill       1,402 


456     452 


Gould      1,399 


457 


PSFS      1,398 


458     414 


Farm  House  Foods       1,396 


459 


Provident  Life  &  Ace      1,384 


460 


Yellow  Freight  System      1,380 


461 


NBD  Bancorp      1,378 


462    488 


Longs  Drug  Stores      1,376 


463    465 


Centel       1,375 


464     473 


Texas  Air      1,372 


465    459 


Crown  Cork  &  Seal       1,370 


466 


Square  D       1,366 


467    385 


Whittaker      1,364 


468     437 


NL  Industries       1,360 


469 


Price  Co      1,359 


470 


Barnett  Banks  Fla       1,358 


471     455     Fleetwood  Enterprises      1,356 


472     449 


Florida  Progress      1,350 


473    466        Leaseway  Transport      1,349 


474    474       First  Natl  Supermkts       1,347 


475 


Limited       1,343 


476    468         Super  Food  Services       1,342 


477 


478     499 


479     406 


480     415 


481     484 


482 


483     492 


Eastern  Gas  &  Fuel       1,316 


484 


Waste  Management      1,315 


485     458       West  Point-Pepperell      1,310 


486 


Bally  Manufacturing       1,309 


487 


Glendale  Federal  S&L       1,305 


488 


Dover      1,289 


489     477 


Combined  Intl      1,288 


490 


491     464 


Illinois  Power      1,281 


492 


Dillard  Dept  Stores      1,277 


493 


NVF       1,276 


494     494        So  New  England  Tel       1,273 


495 


Cyclops      1,272 


496     467 


Polaroid       1,272 


497 


Cullum  Companies      1,268 


498     480 


Pittston       1,264 


499     496 


Temple-Inland      1,263 


500    476      Colonial  Penn  Group      1,256 


Fort  Howard  Paper  1,339  7C 

Federal  Co  1,333  U 

Foster  Wheeler  1,327  - 13 

Asarco  1,325  -IS! 

Thrifty  Corp  1,321  1 

Boston  Edison  1,317  I 


Piedmont  Aviation       1,283       3 
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Peterbilt  The  standard 
for  fiscal  responsibility 


When  it  comes  time  to  consider 
your  next  capital  commitment  in 
transportation,  the  trucks  you  select 
must  satisfy  your  company's  per- 
formance standards  completely. 
Efficiently.  For  a  meaningfully  long 
period  of  time.  For  the  right  cost. 

Fiscal  responsibility  demands 
nothing  less. 

But  determining  the  true 
affordability  of  one  vehicle  versus 
another  requires  probing  beyond  the 
basics  of  face  value. 

Which  is  precisely  why  you 
should  consider  Peterbilt. 

With  a  product  and  organiza- 
tion structured  to  help  you  maximize 
the  return  on  your  investment, 
Peterbilt  offers  you  the  added  value 
that  can  make  your  purchase 
decision  pay  off  again  and  again  — 
well  after  your  initial  capital  outlay. 

Consider  that  no  other 
manufacturer  offers  m<  >re  design 


flexibility — enabling  you  to  sig- 
nificantly increase  your  payback  in 
productivity. 

The  accessibility  of  our  sales, 
marketing,  manufacturing  and 
engineering  professionals  is  unrivaled 
in  the  industry.  Which  means  you'll 
benefit  from  a  level  of  personal 
involvement  that  just  isn't  found 
with  most  other  manufacturers. 

As  for  quality  engineering, 
industry  statistics  demonstrate  that 
Peterbilt  consistently  delivers  the 
longest  service  life  — and  highest 
resale  value  —  of  any  Class  8  truck 
available. 

The  cumulative  effect  of 
these,  and  many  other,  critical  ele- 
ments enables  Peterbilt  to  deliver 
a  decidedly  attractive  union  of 
quality  and  affordability. 

To  help  make  your  inspection 
of  these  claims  more  thorough, 
we  invite  you  to  write  us  for  the 


Peterbilt  Management  Folio,  which 
logically  examines  the  issues 
pertinent  to  the  ultimate  success 
of  your  truck  purchase  decision  — 
and  why  Peterbilt  is  particularly 
worth  your  consideration. 

Or  better  still,  visit  or  call 
your  nearby  Peterbilt  dealer  today 
for  a  consultation  regarding  your 
company's  transportation  needs. 


fidSiMf 


A  DIVISION  OF  M0G4R 

Peterbilt  Motors  Company 
38801  Cherry  Street 
New  ark,  CA  94560 


When  the  fine  linen  napkin  on  the  left  was  made 
in  1925,  a  restaurant  meal  was  a  rare  treat  for  most 
Americans.  And  for  most  restaurateurs,  cleaning, 
pressing  and  handling  table  linens  was  considered 
one  of  the  many  costs  of  doing  business. 

Today,  the  average  American  household  spends 
one  out  of  every  three  food  dollars  at  restaurants. 
And  attractive,  distinctive  paper  napkins  like  the 
one  on  the  right  help  restaurants  keep  costs  down, 
productivity  high  and  diners  happy. 

We're  a  leading  supplier  of  disposable  products  to 
the  restaurant  and  food  service  industries.  In  fact, 


I 


our  napkins,  cups,  plates  and  wipers  serve  millions  of 
diners  every  day— in  everything  from  drive-ins  to 
gourmet  restaurants. 

Our  recent  merger  with  Maryland  Cup  Corpora- 
tion, now  our  Sweetheart  Products  Group,  maker  of 
disposable  cups,  plates,  straws  and  cutlery,  joins  two 
major  industry  forces  and  creates  the  synergy  to  serve 
this  market  even  better.  The  result:  Fort  Howard  is 


now  a  $1.3  billion  company  strategically  positioned 
to  offer  our  customers  the  industry's  broadest  range 
of  sen/ice,  products  and  resources. 

The  products  themselves  are  frequently  taken  for 
granted.  But  at  Fort  Howard,  our  commitment  to 
supply  them— and  the  convenience  and  efficiency 
they  provide— is  something  we  take  very  seriously. 
Fort  Howard,  P.O.  Boxl9130,Green  Bay,WI  54307-9130. 

Fort  Howard 


IN  STEP  WITH  A  SOCIETY  ON  THE  GO 


Mill 


The  economy  remained  strong,  but  profit 
growth  for  the  500  largest profitmakers 
petered  out  last  year  to  6%,  compared  with 
1 7%  for  the  year  before. 


A  DISAPPOINTMENT. 
The  economy  was 
irobust  but  our 
profit  leaders  showed 
mediocre  profit  gains. 
The  gross  national  prod- 
uct was  up  10.8%  in 
1984,  the  second  full  year 
of  recovery,  following  on 
a  7.7%  increase  for  1983. 
Big  corporations  had  all 
the  fun  at  the  beginning. 
The  total  profit  for  this 
list  in  1983  was  17%  bet- 
ter than  the  year  before. 
The  total  in  1984,  $139.6 
billion,  is  up  a  mere  6%  from  1983. 

As  befits  a  capitalism  of  creative  destruction  and  big 
mergers,  there  is  much  place-shuffling  on  this  list.  Con- 
spicuous drop-off  of  the  year:  MCI,  which  placed  501st 
after  profits  fell  70.8%. 


Rank 
1984         1983 

Company 

Net 

profits 

($mil) 

/o 

change 
over 
1983 

Cash 
flow 

($mil) 

Cash 
flow 
rank 

1984 

1 

2 

IBM 

6,582.0 

20.0 

10,055 

1 

2 

3 

Exxon 

5,528.0 

11.0 

9,601 

2 

3 

4 

General  Motors 

4,516.5 

21.1 

9,482 

3 

4 

6 

Ford  Motor  .• 

2,906.8 

55.7 

5,215 

4 

5 

5 

General  Electric 

2,280.0 

12.6 

3,380 

9 

6 

7 

Standard  Oil  Indiana 

2,183.0 

16.9 

4,273 

5 

7 

9 

Shell  Oil 

1,772.0 

8.5 

3,370 

10 

8 

10 

Chevron 

1,534.0 

-3.5 

3,673 

7 

9 

44 

Chrysler 

1,496.1 

395.6 

2,051 

20 

10 

8 

Standard  Oil  Ohio 

1,488.0 

-1.6 

2,550 

16 

There  are  other  arrest- 
ing profit  changes,  in 
many  cases  reflecting  a 
comprehensive  defini- 
tion of  net  income  used 
by  Forbes  that  includes 
most  nonrecurring 

items.  Thus,  Dun  &. 
Bradstreet  (number  52) 
doubled  its  profits  by 
selling  some  TV  stations. 
Atlantic  Richfield  (44) 
took  a  big-bath  writeoff 
on  its  metals  business. 

The  cash  flow  column 
shows  net  income  plus 
depreciation  and  amortization — for  takeover  experts  often 
more  important  than  net  income.  Example:  American 
Natural  Resources  (180),  whose  cash  flow  is  2.6  times  as 
big  as  net.  ANR  won't  be  on  our  list  next  year.  Coastal 
Corp.  is  buying  it. 


Winners 

Losers  • 

The  leaders  in  profit  rebounds. 

The  laggards  in  profit  growth. 

Rank 
1984        1983                          Company 

Net 
profits 

:$mi!) 

% 

change 

over 

1983 

Rank 
1984         1983                             Company 

Net 
profits 
i$mil) 

% 

change 

over 

1983 

396          a                                     Fruehauf 

85.2 

914.3 

108 

15                                       Texaco 

306.0 

-75.2 

210        238                           Penn  Central 

170.0 

762.9 

395 

123             Public  Service  Indiana 

85.5 

-66.6 

64          68                             Allied  Corp 

488.0 

727.1 

441 

1 70                   Colgate-Palmolive 

71.6 

-63.8 

335          ■                      Continental  Corp 

102.4 

606.2 

44 

1 1                     Atlantic  Richfield 

567.0 

-63.4 

370          ■                             Genera!  Host 

92.1 

414.5 

438 

163                                General  Re 

72.2 

-62.4 

■  Not  on  500  list  in  1983. 
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Pictured  are  Bill  Johnson,  1 984  Wmuer  Olympics  gold  medalist,  and  Dr.  Michael  Holden,  advisor  to  the  US.  Ski  Team  and  a  principal  scientist  at  Arvin/Calspan  Corporation. 

Texas  Instruments  announces 
The  US.  Ski  Team  Computing  System* 


The  U.S.  Ski  Team  searched  for 
a  computer  manufacturer  whose 
broad  product  range  could  meet 
the  team's  unique  needs — and 
found  gold  with  its  TI  Comput- 
ing  System. 

Reports  Jim  Huston,  U.S.  Ski  Team 
Finance  Administrator,  "We  studied  four 
other  manufacturers.  TI  was  best 
equipped  to  help  us  develop  a  system  that 
meets  our  requirements  and  that  can  be 
economically  expanded. 

"We  use  the  system  for  all  our 
accounting  .  .  .  even  recording  wind- 
tunnel  data  to  help  us  minimize  wind 
resistance. 

"The  data  the  TI  computers 
provide  has  helped  our  skiers,  like 
Bill  Johnson  who  hit  80  miles  per 
hour  downhill  at  Sarajevo,  to 
become  much  more  efficient.'' 


2774-46 
©1985  TI 


We'll  help  put  a  TI  system 
to  work  for  you. 

Drawing  upon  a  wide  choice  of  advanced 
hardware,  supported  by  hundreds  of 
available  software  programs,  TI  can  do 
for  you  what  it  did  for  the  Ski  Team. 

Continues  Jim  Huston,  "Our  TI 
system  consists  of  a  powerful  TI  mini- 
computer, six 
terminals, 
desk-top 


TVs  broad  range  of  minicomputers,  professional  comput- 
ers, terminals,  and  printers  can  be  configured  to  fit  your 
specific  application,  large  or  small. 


and  portable  TI  Professional  Computers, 
and  several  TI  printers.  And  when  we're 
ready,  we'll  tie  it  all  together  with  a  local 
area  network. " 

We  back  you  with  nationwide 
service  and  support. 

TI  provides  a  coast-to-coast  service  and 
support  team  including  a  network  of  TI- 
authorized  resellers. 

Call  1-800-527-3500. 

See  how  a  TI  Computing  System  can 
help  you  strike  gold.  Call  the  number 
above  for  the  Tl-authorized  sales  outlet 
nearest  you.  Or  write  Texas  Instruments 
Incorporated,  Dept.  DBY031FB,   P.O. 
Box  809063,  Dallas,  Texas 
75380-9063.  l,r- 

Texas  ^^ 
Instruments 

Creating  useful  products 
and  services  for  you. 


The  Forbes  Profits  500 


Rank 
1984        1983 

Company 

Net 
profits 
($mil) 

% 

change 

over 

1983 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1984 

11 

16 

EI  Du  Pont 

1,431.0 

27.0 

3,167 

11 

12 

1 

American  Tel  &  Tel 

1,369.9 

NA 

4,148 

6 

13 

14 

Sears,  Roebuck 

1,323.4 

1.8 

1,736 

25 

14 

12 

Mobil 

1,268.0 

-15.6 

3,605 

8 

15 

13 

BellSouth 

1,257.2 

NA 

2,793 

14 

16 

27 

R  J  Reynolds  Inds 

1,184.0 

41.8 

1,456 

32 

17 

20 

GTE 

1,079.8 

13.0 

3,021 

13 

18 

17 

Amer  Info  Technol 

990.6 

NA 

2,338 

17 

19 

19 

Nynex 

986.4 

NA 

2,188 

18 

20 

29 

Pacific  Gas  &  Elec 

974.9 

23.7 

1,426 

33 

21 

18 

Bell  Atlantic 

973.1 

NA 

2,167 

19 

22 

41 

Eastman  Kodak 

923.0 

63.4 

1,683 

27 

23 

26 

Citicorp 

890.0 

3.5 

1,152 

39 

24 

21 

Philip  Morris 

888.5 

-1.7 

1,264 

37 

25 

22 

US  West 

887.0 

NA 

1,993 

22 

26 

23 

Southwestern  Bell 

883.1 

NA 

2,024 

21 

27 

28 

Commonwlth  Edison 

875.5 

9.1 

1,357 

34 

28 

33 

Pacific  Telesis  Corp 

828.5 

NA 

1,913 

23 

29 

30 

Phillips  Petroleum 

810.0 

12.3 

1,724 

26 

30 

79 

Boeing 

787.0 

121.7 

1,152 

38 

31 

24 

Procter  &  Gamble 

763.0 

-13.9 

1,107 

43 

32 

34 

Minn  Mining  &  Mfg 

733.0 

9.9 

1,136 

40 

33 

32 

Southern  Calif  Edison 

732.4 

6.0 

1,131 

42 

34 

39 

Southern  Company 

719.7 

21.0 

1,287 

36 

35 

36 

Unocal 

700.4 

11.9 

1,537 

30 

36 

35 

American  Home  Products 

682.1 

8.8 

776 

63 

37 

46 

United  Technologies 

645.0 

26.7 

1,068 

44 

38 

31 

Tenneco 

631.0 

-11.9 

1,764 

24 

39 

42 

Coca-Cola 

628.8 

12.5 

812 

60 

40 

40 

Consolidated  Edison 

620.0 

7.7 

901 

51 

41 

66 

Burlington  Northern 

608.1 

47.2 

1,059 

45 

42 

45 

American  Express 

606.0 

17.7 

606 

92 

43 

49 

Occidental  Petroleum 

568.7 

20.6 

1,569 

29 

44 

11 

Atlantic  Richfield 

567.0 

-63.4 

2,733 

15 

45 

59 

Hewlett-Packard 

564.0 

0.0 

813 

59 

46 

105 

Dow  Chemical 

549.0 

87.4 

1,457 

31 

47 

67 

Rockwell  Intl 

545.1 

32.7 

858 

56 

48 

38 

Sun  Company 

538.0 

18.8 

1,297 

35 

49 

53 

IP  Morgan 

537.6 

16.9 

573 

102 

50 

57 

Westinghouse  Electric 

535.9 

19.4 

962 

48 

51 

52 

Texas  Utilities 

526.0 

14.0 

752 

65 

52 

228 

Dun  &  Bradstreet 

521.6 

138.5 

613 

88 

53 

43 

Johnson  &  Johnson 

514.5 

5.2 

741 

67 

54 

58 

Pfizer 

507.9 

13.6 

635 

84 

55 

48 

SmithKline  Beckman 

500.3 

2.2 

609 

90 

56 

47 

K  mart 

499.0 

1.4 

802 

61 

57 

65 

Union  Pacific 

494.0 

66.3 

1,055 

46 

58 

56 

Merck 

493.0 

9.3 

655 

80 

59 

74 

Philadelphia  Electric 

492.4 

26.5 

671 

78 

60 

75 

I  -..'-!   •            ;■'■.', 

490.8 

29.8 

683 

77 

60 

87 

Santa  Fe  Southern 

-33.7 

1,043 

47 

62 

55 

Eli  Lilly 

490.2 

7.2 

611 

89 

63 

73 

Pub  Svc  Elec  &  Gas 

490.0 

25.7 

790 

62 

64 

68 

Allied  Corp 

488.0 

727.1 

950 

49 

65 

63 

American  Elec  Power 

18  ' 

13.9 

867 

55 

■  Not 

on  500  list  in  1983.    NA:  not  available. 

D-P:  deficit  to  profit. 
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Rank 
1984        1983 


66 


67 


68 


69 


70 


71 


72 


73 


74 


75 


75 


77 


78 


79 


80 


81 


82 


83 


84 


85 


86 


87 


88 


89 


90 


91 


92 


93 


94 


95 


96 


97 


98 


99 


100 


101 


102 


103 


104 


105 


106 


107 


108 


109 


110 


111 


112 


113 


113 


115 


116 


117 


118 


119 


120 


121 


91 


69 


115 


61 


60 


76 


51 


77 


157 


72 


62 


82 


78 


80 


83 


130 


109 


101 


96 


86 


98 


37 


71 


120 


108 


144 


99 


114 


97 


92 


85 


113 


112 


104 


116 


90 


124 


15 


93 


129 


64 


107 


131 


140 


136 


117 


133 


127 


119 


143 


Company 


Net 
profits 
($mil) 


% 

change 

over 

1983 


Cash 
flow 
($mil) 


Digital  Equipment        486.9      85.7 


Norfolk  Southern         482.2      35.3 


Bristol-Myers         472.4       15.8 


CSX 


465.0      71.2 


Duke  Power 


461.3 


7.0 


Dart  &  Kraft 


455.8         4.8 


Monsanto 


439.0      19.0 


JC  Penney        435.0     -6.9 


Long  Island  Lighting        427.8      17.2 


Beatrice 


414.0    306.3 


United  States  Steel 


414.0      D-P 


Goodyear        411.0      52.0 


American  Brands 


407.3 


4.4 


Chase  Manhattan 


405.8     -5.6 


Abbott  Laboratories 


402.6       15.8 


Detroit  Edison 


401.9       10.2 


Anheuser-Busch  Cos 


391.5       12.5 


McDonald's         389.1       13.6 


Motorola 


387.0      58.6 


General  Dynamics        381.7      33.2 


Houston  Industries        366.3      20.6 


Emerson  Electric 


361.0       16.1 


95        Niagara  Mohawk  Power        359.7      15.1 


Manufacturers  Hanover 


352.5 


4.6 


Texas  Oil  &  Gas 


349.9 


ITT 


349.4   -44.0 


BankAmerica 


345.5   -11.5 


Lockheed 


344.1      30.9 


NCR 


342.6      19.1 


Union  Carbide        341.0    331.6 


Chemical  New  York 


340.8       11.5 


Ohio  Edison 


339.3      24.6 


General  Foods 


337.5 


9.0 


Halliburton        329.6        4.7 


Federated  Dept  Stores        329.3     -2.7 


McDonnell  Douglas        325.3      18.3 


Union  Electric 


324.2       17.4 


Perm  Power  &  Light        318.9 


7.7 


Central  &  South  West 


317.2      18.6 


Texas  Instruments 


316.0      D-P 


Nabisco  Brands 


308.9 


-4.3 


Bankers  Trust  NY 


306.8       19.4 


Texaco 


FPL  Group        302.7      -3.6 


PPG  Industries        302.6      30.2 


American  Intl  Group        302.4   -29.2 


American  General 


299.0        3.2 


Hospital  Corp  of  Am        296.8      22.0 


InterNorth 


296.8      27.6 


Carolina  Power  &  Lt 


294.2      22.9 


Dominion  Resources 


293.3       10.3 


Litton  Industries        291.7 


1.9 


Cleveland  Elec  Ilium 


291.6      18.5 


Security  Pacific        291.0      10.1 


Northeast  Utilities 


288.9   30.4 


768 


727 


546 


895 


931 


638 


668 


493 


703 


1,655 


720 


510 


514 


531 


605 


595 


599 


740 


571 


582 


492 


519 


432 


600 


822 


627 


489 


592 


848 


402 


482 


493 


698 


547 


563 


426 


476 


528 


739 


455 


343 


306.0  -75.2   3,129 


642 


512 


337 


321 


489 


585 


492 


600 


453 


387 


371 


418 
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\fer y  Dependable. 
Accurate.  And  Swiss. 


Very  American,  too.  Proud.  Inventive 
involved. 

It's  that  perfect  blend  of  American  innovation  and 
Swiss  exactness  that  makes  us  the  best  insurance 
protection  for  your  valued  business. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 


Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
dependability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company*  Schaumburg,  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


I 


I 


■':■: 


'^m 


Move  your  plant  to 
where  distribution's  a 
breeze . . .  and  energy 
costs  less. 

It's  one  thing  to  manufacture  your  goods. 

And  that's  easily  done  in  Niagara 
Mohawk's  24,000-square-mile  service 
territory  which  is  completely  within  New 
York  State. 

We've  got  the  labor  and  low-cost  energy 
you  need  to  produce  practically  anything. 

It's  another  thing  to  move  your  goods. 

And  things  go  faster  here. 

We've  got  the  waterways,  railways, 
roadways  and  airways  you  need  to  reach 
America's  richest  market— the  northeast. 

If  you  want  better  distribution,  get  into  a 
much  faster  lane. 

Write  Edward  J.  Kearney  Jr.,  our 
Economic  Development  Director,  at 
Niagara  Mohawk  Power  Corporation, 
Dept.  FB-1, 300  Erie  Blvd.  W.,  Syracuse, 
NY  13202.  Or  call  315428-6008. 

We'll  help  you  move. 


All  the  power 
ofNewwrk 
...for  less! 


Niagara  Mohawk 


The  Forbes  Profits  500 

Rank 
1984        1983 

Company 

Net 
profits 
($mil) 

% 

change 

over 

1983 

Cash 
flow 

l$mil) 

Cash 
flow 
rank 
1984 

Rank 

1984         1983 

Company 

Net 
profits 

($mil) 

A> 

change 
over 
1983 

Cash 
flow 

($mil) 

Cai 
flo 
ran 
19f 

121 

283 

Signal  Cos 

2S5.0 

176.7 

399 

152 

176 

177 

Sara  Lee 

198.9 

10.6 

324 

18 

122 

126 

First  Interstate  Bancorp 

276.3 

11.7 

357 

170 

177 

274 

Intel 

198.2 

70.7 

312 

20 

123 

125 

Loews 

273.1 

-26.9 

329 

182 

178 

219 

Hercules 

197.2 

13.2 

303 

20 

124 

118 

Arizona  Public  Serv 

271.1 

2.4 

359 

168 

178 

189 

Squibb 

197.2 

13.8 

234 

25' 

125 

160 

Wal-Mart  Stores 

270.8 

38.0 

337 

178 

180 

195 

Am  Natural  Resources 

196.1 

14.5 

506 

11! 

126 

413 

Mesa  Petroleum 

270.2 

114.6 

425 

142 

181 

191 

Continental  Telecom 

195.9 

13.6 

510 

11 

127 

100 

Teledyne 

269.5 

-11.3 

376 

161 

182 

169 

CBS 

195.7 

4.5 

293 

21. 

128 

196 

Sperry 

267.6 

46.8 

487 

127 

183 

213 

WR  Grace 

195.6 

22.5 

520 

ll: 

129 

158 

TRW 

266.8 

30.0 

482 

129 

184 

212 

Amer  Broadcasting 

195.3 

22.2 

254 

24: 

130 

135 

RCA 

265.3 

10.2 

879 

54 

185 

181 

Campbell  Soup 

195.1 

9.5 

303 

20' 

131 

228 

UAL 

260.9 

83.7 

707 

73 

186 

165 

CPC  International 

193.4 

42.0 

329 

18 

132 

137 

H|  Heinz 

260.5 

11.9 

336 

179 

187 

172 

No  States  Power 

192.1 

4.5 

387 

15: 

133 

131 

Dayton-Hudson 

259.3 

5.6 

416 

146 

188 

210 

Borden 

191.4 

1.2 

304 

20< 

134 

83 

Travelers 

259.2 

-24.4 

315 

197 

189 

293 

Dana 

191.3 

75.3 

277 

22, 

135 

■ 

Delta  Air  Lines 

258.6 

D-P 

607 

91 

190 

188 

Pillsbury 

191.2 

8.3 

328 

is; 

136 

141 

Gulf  States  Utilities 

258.2 

12.4 

371 

164 

191 

185 

Melville 

190.4 

8.0 

250 

24: 

137 

202 

Alcoa 

256.0 

55.6 

600 

96 

192 

206 

Whirlpool 

189.6 

13.5 

260 

23: 

138 

292 

Eaton 

254.4 

172.7 

346 

173 

193 

128 

General  Mills 

188.9 

-23.1 

321 

19. 

139 

133 

Kellogg 

250.5 

3.2 

314 

199 

194 

■ 

Cummins  Engine 

187.9 

NM 

260 

23( 

139 

54 

Xerox 

250.5 

-41.8 

1,132 

41 

195 

259 

Scott  Paper 

187.0 

51.2 

351 

17 

141 

■ 

Alleghany 

246.1 

310.2 

250 

247 

196 

374 

USG 

186.6 

132.4 

256 

24 

142 

162 

Burroughs 

244.9 

244 

625 

86 

197 

268 

American  Stores 

185.5 

57.3 

301 

21 

143 

122 

Ralston  Purina 

244.7 

-6.4 

364 

167 

198 

175    ' 

Safeway  Stores 

185.0 

0.9 

480 

13 

144 

111 

PacifiCorp 

244.6 

-11.7 

458 

134 

199 

168 

San  Diego  Gas  &  Elec 

183.5 

-2.1 

299 

21. 

145 

146 

Baltimore  Gas  &  Elec 

243.9 

12.7 

418 

143 

200 

184 

Texas  Commerce  Bshs 

183.3 

3.6 

223 

27 

146 

102 

Raytheon 

243.2 

-19.0 

417 

145 

201 

203 

Avon  Products 

181.7 

10.5 

268 

23( 

147 

284 

Diamond  Shamrock 

242.2 

D-P 

699 

75 

202 

241 

Union  Camp 

181.5 

36.8 

307 

20; 

148 

139 

Honeywell 

239.0 

3.4 

553 

106 

203 

323 

Jefferson-Pilot 

178.1 

80.4 

181 

31( 

149 

148 

Amer  Hospital  Supply 

237.8 

12.2 

325 

187 

204 

180 

Schering-Plough 

177.2 

-6.8 

236 

25; 

150 

151 

Illinois  Power 

235.5 

13.4 

308 

201 

205 

198 

Allegheny  Power 

176.3 

3.9 

295 

21; 

151 

138 

United  Telecom 

235.2 

5.3 

743 

66 

200 

397 

Pioneer 

175.5 

140.7 

226 

26! 

152 

106 

Tandy 

234.9 

-19.8 

284 

221 

207 

211 

Upjohn 

173.3 

8.2 

240 

25. 

153 

152 

Household  Intl 

234.1 

13.4 

504 

120 

208 

233 

Rohm  &  Haas 

172.2 

25.1 

265 

23: 

154 

142 

AMR 

233.9 

2.6 

541 

109 

209 

153 

Amerada  Hess 

170.5 

-17.0 

738 

70 

155 

178 

Times  Minor 

232.7 

16.6 

385 

157 

210 

238 

Penn  Central 

170.0 

762.9 

291 

21; 

156 

179 

Wang  Laboratories 

231.0 

29.1 

388 

154 

211 

216 

Wells  Fargo 

169.3 

9.3 

228 

26< 

157 

154 

Weyerhaeuser 

226.2 

10.4 

624 

87 

212 

186 

Transamerica 

168.7 

-4.1 

379 

155 

158 

164 

Gannett 

223.9 

16.8 

314 

198 

213 

231 

Potomac  Elec  Power 

168.2 

20.1 

270 

22< 

158 

156 

Warner-Lambert 

223.9 

11.7 

321 

194 

214 

316 

Northrop 

166.9 

65.7 

305 

205 

160 

81 

Consumers  Power 

221.1 

-36.4 

434 

137 

215 

182 

Panhandle  Eastern 

166.5 

9.3 

369 

165 

161 

167 

Kimberly-Clark 

217.5 

15.2 

343 

175 

216 

236 

Bank  of  Boston 

164.1 

20.9 

204 

28^ 

162 

227 

Time  Inc 

216.4 

84.6 

327 

184 

217 

220 

Wisconsin  Elec  Power 

162.5 

8.3 

278 

225 

163 

201 

American  Cyanamid 

215.9 

29.7 

406 

148 

218 

291 

GD  Searle 

161.6 

6.9 

206 

28i 

164 

150 

Sonat 

2  15.7 

2.6 

434 

138 

219 

286 

Celanese 

161.0 

43.8 

375 

162 

165 

183 

May  Dept  Stores 

214.1 

14.5 

323 

190 

220 

245 

Southland 

160.3 

21.6 

326 

186 

166 

i  1  ' 

RH  Macy 

213.8 

0.5 

308 

202 

221 

235 

Farmers  Group 

159.8 

18.3 

178 

322 

167 

103 

Gulf  &  Western  Inds 

213.5 

D-P 

273 

228 

222 

200 

Lincoln  National 

159.4 

-10.4 

187 

305 

168 

110 

PepsiCo 

212.5 

-25.2 

469 

133 

223 

222 

Gillette 

159.3 

9.2 

234 

25i 

169 

217 

Texas  Eastern 

212.4 

37.4 

572 

103 

224 

173 

Mellon  Bank 

158.5 

-13.8 

197 

296 

170 

50 

Phibro-Salomon 

212.0 

-54.9 

236 

256 

225 

208 

Portland  Genl  Elec 

158.4 

-2.7 

254 

244 

171 

215 

NY  Staix  Elec  &  Gas 

211.4 

349 

277 

224 

226 

224 

Duquesne  Light 

156.8 

8.0 

250 

24S 

172 

207 

Consol  Natural  Gas 

208.9 

6.7 

416 

147 

227 

252 

Kroger 

156.6 

23.2 

347 

172 

173 

176 

Borg-Warner 

206.1 

12.9 

317 

195 

227 

218 

Public  Service  NH 

156.6 

3.2 

179 

32C 

174 

205 

AMP 

201.3 

23.4 

276 

225 

229 

258 

MidCon 

155.6 

25.6 

397 

153 

175 

193 

Humana 

1992 

16.2 

327 

185 

230 

250 

Toledo  Edison 

153.5 

19.6 

203 

288 

■  Not 

on  500  1 

st  in  1983.     NM:  not  meaningtu:      D-P:  deficit  to 

profit. 
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If 

your  office 

typewriters 

are  only 

typing, 

they  aren't 

doing  nearly 

enough. 


Instead  of  plodding  along  in  the  stone  age 
with  old  electromechanical  "ball"  type- 
writers, your  office  needs  typewriters  that 
make  people  more  pro- 
ductive. 

That's  exactly  what 
Adler  electronic  type- 
writers can  do.  Rapidly, 
easily  and  accurately 
Each  of  these  advanced, 
computer-based  typewriters  pro- 
vides a  wide  range  of  time-sav- 
ing, automated  functions.  Some 
models  offer  a  document  size 
storage  memory,  error  correction, 
form  fill-in,  and  automatic 
printout  at  18  characters 
per  second.  Several  also 
have  an  unprecedented 
40-character  display. 
And  they're  all  com- 
puter-compatible and 
interfaceable  to  our  CRT-based 
Textriter  Word  Processor  series. 
Above  all,  every  Adler 


electronic  typewriter— the  1035, 1020, 
1005.  and  the  mid-size  310— has  a  qual- 
ity edge  over  the  competition:  the  dedi- 
cated craftsmanship  and  unsurpassed 
quality  control  of  precision  German  engi- 
neering. 

Your  authorized  Adler  dealer  will 
show  you  how  to  increase  productivity 
with  typewriters  that  do  a  lot  more  than 
just  typing.  Contact  him  through  the  Yel- 
low Pages,  or  return  the  coupon  today. 

Adler-Royal  Business  Machines,  Inc.    x 
1600  Route  22,  Union  NJ  07083  < 

I'd  like  lo  learn  more  about  Adler  electronic  type-         j£ 
writers  Please  send  the  name  of  my  authorized  Adler 
typewriter  dealer 


Title_ 


Company, 
Address 


City/State_ 

Zip 


.Telephone. 


JMILEIt 

SPELLS  GERMAN  PRECISION  ENGINEERING 


The  Forbes  Profits  500 

Rank 
1984        1983 

Company 

Net 
profits 
($mil) 

0/ 

/o 

change 
over 
1983 

Cash 
flow 

($mil) 

Cash 
flow 
rank 
1984 

Rank 

1984        1983 

Company 

Net 
profits 
[$mil] 

% 

change 

over 

1983 

Cash 
flow 

(Smil) 

ii 
Cai 

no 

ran 
19f 

231 

166 

Columbia  Gas  System 

152.9 

-20.0 

406 

149 

286 

369 

USAir  Group 

121.6 

50.9 

188 

30 

232 

242 

New  England  Electric 

151.6 

14.3 

302 

210 

287 

275 

Associated  Dry  Goods 

120.7 

4.5 

198 

29' 

233 

254 

Kansas  City  Pwr  &  Lt 

151.4 

19.7 

199 

293 

288 

149 

International  Paper 

120.1 

-52.9 

369 

16 

234 

484 

Williams  Cos 

149.5 

176.9 

329 

180 

289 

358 

Gt  Northern  Nekoosa 

119.9 

42.7 

207 

28 

235 

301 

Public  Service  Colo 

145.2 

36.5 

253 

245 

290 

309 

Genuine  Parts 

119.7 

15.5 

137 

37 

236 

254 

McGraw-Hill 

144.2 

14.0 

179 

321 

291 

251 

Chesebrough-Pond's 

119.5 

-6.6 

150 

35 

237 

295 

Amer  Medical  Intl 

143.5 

4.6 

265 

233 

292 

260 

Capital  Holding 

119.3 

-3.4 

133 

38 

238 

234 

Sterling  Drug 

143.4 

4.8 

182 

314 

293 

335 

NCNB 

119.2 

29.3 

142 

37 

239 

272 

PNC  Financial 

143.2 

22.4 

160 

338 

294 

305 

Georgia-Pacific 

119.0 

13.3 

401 

15 

240 

264 

Waste  Management 

142.5 

18.4 

258 

239 

295 

322 

Allied  Bancshares 

118.8 

20.2 

134 

37 

241 

269 

FW  Woolworth 

141.1 

19.6 

246 

252 

295 

415 

Enserch 

118.8 

54.1 

293 

21 

242 

266 

Knight-Ridder  News 

140.8 

17.9 

199 

292 

297 

■ 

Interfirst 

117.9 

D-P 

164 

33  1 

243 

249 

Allied  Stores 

140.7 

9.5 

227 

265 

297 

324 

Morton  Thiokol 

117.9 

20.3 

178 

32.1 

244 

232 

No  Indiana  Pub  Svc 

140.5 

2.0 

275 

227 

299 

300 

Masco 

115.9 

8.7 

150 

36  1 

245 

■ 

Advanced  Micro  Devcs 

140.2 

197.0 

205 

283 

300 

307 

Florida  Progress 

115.8 

11.5 

286 

21  | 

246 

277 

Marriott 

139.8 

21.4 

239 

255 

301 

327 

American  Can 

115.6 

40.6 

192 

30 

247 

■ 

Mead 

139.3 

274.5 

261 

235 

302 

226 

Utah  Power  &  Light 

115.5 

-20.1 

210 

27 

248 

278 

Air  Prods  &  Chems 

138.7 

20.6 

322 

191 

303 

454 

General  Cinema 

115.3 

14.8 

152 

35  ,  | 

249 

214 

Pacific  Lighting 

138.6 

-11.8 

305 

204 

304 

444 

Transworld 

115.0 

91.0 

183 

31i-ll 

250 

269 

Pitney  Bowes 

138.2 

58.9 

225 

269 

305 

348 

Hilton  Hotels 

114.0 

1.2 

156 

34 

251 

240 

Transco  Energy 

138.0 

3.8 

481 

130 

306 

376 

Owens-Corning  Fbrgls 

113.9 

42.9 

232 

26 

252 

290 

Archer  Danls  Midland 

137.4 

24.5 

258 

240 

307 

342 

Textron 

113.5 

28.0 

182 

31  i 

253 

265 

RepublicBank 

137.3 

5.5 

175 

324 

308 

269 

Oklahoma  Gas  &  Elec 

113.3 

-3.7 

183 

31 

254 

314 

Ryder  System 

135.9 

34.4 

426 

141 

309 

170 

Houston  Natural  Gas 

113.0 

-38.6 

229 

26. 

255 

366 

Owens-Illinois 

135.8 

96.5 

304 

207 

310 

294 

Revlon 

112.1 

0.8 

185 

30   | 

256 

246 

Combined  Internatl 

135.7 

6.6 

186 

307 

311 

317 

Southwestern  Pub  Svc 

111.6 

11.2 

159 

34 

257 

279 

Capital  Cities  Commun 

135.2 

17.9 

187 

306 

312 

334 

Toys  "R"  Us 

111.4 

20.7 

130 

38 

258 

280 

RR  Donnelley  &  Sons 

133.9 

17.0 

224 

270 

313 

281 

Winn-Dixie  Stores 

111.1 

-2.8 

258 

23.1 

258 

296 

Natl  Medical  Entrprs 

133.9 

23.1 

233 

261 

314 

319 

Hershey  Foods 

108.7 

8.5 

154 

35  ill 

260 

299 

Fort  Howard  Paper 

133.1 

24.4 

205 

284 

315 

339 

General  Signal 

108.5 

21.0 

156 

34 1 

261 

390 

Westvaco 

133.0 

78.0 

240 

254 

316 

288 

Grumman 

108.4 

-2.1 

153 

35  I 

262 

237 

Quaker  Oats 

132.9 

83.8 

211 

276 

317 

346 

El  Paso  Electric 

108.3 

24.1 

121 

40. 

263 

273 

Public  Service  NM 

132.8 

-5.5 

186 

308 

318 

360 

Banc  One 

108.0 

29.7 

124 

391 

264 

320 

Colt  Industries 

132.2 

33.1 

174 

326 

319 

317 

MCorp 

107.7 

7.3 

126 

39 1 

265 

■ 

Tektronix 

131.5 

172.3 

208 

279 

320 

337 

Bank  of  New  York 

107.5 

18.7 

128 

38  T] 

266 

247 

First  Bank  System 

131.1 

1.1 

158 

343 

321 

403 

Cooper  Industries 

106.9 

50.1 

181 

31  |f 

267 

257 

Holiday  Inns 

131.0 

5.3 

253 

246 

322 

■ 

National  Gypsum 

106.8 

116.6 

155 

267 

■ 

Reynolds  Metals 

131.0 

D-P 

284 

220 

323 

389 

Super  Valu  Stores 

106.5 

42.0 

160 

i3    , 

269 

331 

North  Amer  Philips 

130.5 

36.4 

219 

273 

324 

445 

Square  D 

106.2 

68.8 

148 

36 

269 

204 

Pennzoil 

130.5 

-20.5 

511 

116 

325 

376 

Jim  Walter 

105.2 

32.0 

187 

30  n 

271 

310 

Tucson  Electric  Pwr 

129.9 

166 

333 

326 

364 

CoreStates  Financial 

104.5 

22.4 

122 

40  |J 

272 

222 

Cincinnati  G&E 

129.1 

-11.5 

207 

280 

327 

465 

Apple  Computer 

104.4 

76.9 

142 

37  |, 

272 

282 

Dow  Jones 

129.1 

13.0 

172 

327 

328 

439 

Cabot 

104.1 

67.9 

194 

29  !i 

272 

324 

Torchmark 

129.1 

31.7 

129 

388 

329 

262 

Dayton  Power  &  Light 

103.6 

-15.9 

156 

34.1 

275 

426 

General  Public  Utils 

128.5 

92.1 

380 

158 

329 

347 

Rochester  Gas  &  Elec 

103.6 

20.2 

162 

33    | 

276 

■ 

Mapco 

125.6 

148.7 

292 

216 

331 

■ 

American  President 

103.5 

292.0 

145 

36'    j 

277 

■ 

Paccar 

125.3 

234.1 

145 

370 

332 

367 

Barnett  Banks  Fla 

103.4 

26.3 

134 

37    j 

278 

266 

VF 

124.7 

4.4 

152 

357 

333 

402 

Tribune 

103.0 

48.6 

189 

30.  ;j 

279 

263 

So  New  England  Tel 

124.6 

3.3 

290 

218 

334 

■ 

Temple-Inland 

102.7 

113.1 

166 

33:    ' 

280 

276 

Ethyl 

123.5 

18.2 

208 

278 

335 

■ 

Continental  Corp 

102.4 

606.2 

119 

40 

281 

285 

Centel 

1 2  ',  4 

8.9 

316 

196 

336 

336 

Coastal  Corp 

101.7 

8.5 

246 

25    i 

282 

387 

IC  Industries 

122.8 

32.5 

265 

231 

337 

382 

Dover 

100.5 

29.7 

147 

36 

283 

410 

Greyhound 

122.0 

36.9 

174 

325 

338 

328 

Geico 

100.4 

5.9 

106 

43.  j 

284 

298 

Kansas  Gas  &  Elec 

121.9 

13.4 

154 

350 

339 

354 

Wachovia 

100.3 

18.6 

113 

41.  1 

285 

307 

Scam 

121.8 

17.2 

216 

274 

340 

410 

New  York  Times 

100.2 

27.3 

146 

36  |[ 

■  Not 
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FORBES,  APRIL  29,  15 


WE'RE  BRANCHING  OUT. 

For  over  60  years,  we've  been  financial  printers. 

We've  built  our  business  on  two  basic  principles: 
Stick  to  what  you  know. 
Don't  be  afraid  to  try 
anything  new. 
A  contradiction,  you 
ight  say? 
at  all. 


n  1973,  we  were 
setting  type  the  way 
everyone  in  our  industry 
id— in  hot  metal.  Then  a 
technology  came  off  the 
rawing  boards.  Typography 
set  by  computer. 
It  was  entirely  new  and  different, 
and  it  was  exactly  what  we  needed. 
So,  we  taught  the  computer  the 
inancial  printing  business.  And  con- 
tinued to  do  something  familiar  in  a  new 
and  better  way. 
This  year  we're  launching  ourselves  into 
another  brand-new,  old  familiar  business, 
ur  new  branch  is  Pandick  Technologies. 
With  it,  we  offer  a  range  of  on- and  off-site  services- 
high-speed  printing  and  reproduction,  copying,  laser 
printing,  word  processing,  facilities  management— 
a  combination  of  systems  designed  to  provide  you  with  a 
faster,  smoother,  more  cost-efficient  flow  of  information. 
And  a  combination  of  systems  we've  been  perfecting  in  our 
own  offices  for  a  decade. 

Overnight,  we  can  give  you  a  state-of-the-art  handle  on 
your  paperwork. 

Because  when  you  get  right  down  to  it,  we've  been  in  the 
overnight  business  for  over  60  years. 


©  PANDICK,  Inc. 

345  Hudson  Street,  New  York,  NY.  10014 


■..'."'.''   '&& 


*m 


"SO  MANY  DIFFezefTT  SYSTEMS 

TV  work  -wdeweR'. 

INSED  AN  ESCreRFRtSE.  VSNOORr 


■■<>, 


For  a  new  Perspective  on  office  automation.  The  Concept  III  family  of 
multifunctional  integrated  systems  is  compatible  with  Lotus,®  PC-DOS,™ 
DISOSS,™  XENIX.®  Connects  to  other  vendors'  equipment.  Enterprise-level 
processing  power  to  grow  with  you. 
Lanier  customer  training  and  service 
are  second  to  none.  And  we're  backed 
by  Harris,  a  world  leader  in 
Information  Technology  Call  for  a 
demonstration.  800-241-1706.* 
Or  send  the  coupon.  Today. 


LANIER,  A  HARRIS  COMPANY 

1700  Chantilly  Drive,  N.E.,  Atlanta,  GA  30324 


Name. 
Firm__ 


.Title. 


FOR  YOUR  INFORMATION, 
WE'RE  NOW  PART  OF  HARRIS. 


Address. 
County_ 
City 


5)  HARRIS 


.Phone. 


.  State Zip . 


'In  Georgia,  call  404-321-1244  collect. 
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The  Forbes  Profits  500 


Rank 
1984    1983 


341 


341 


343 


344 


344 


346 


347 


348 


349 


349 


351 


352 


353 


354 


354 


356 


357 


358 


359 


359 


361 


361 


363 


364 


365 


366 


367 


368 


368 


370 


370 


372 


373 


374 


375 


375 


377 


378 


379 


380 


381 


382 


383 


384 


385 


385 


387 


388 


389 


389 


391 


392 


393 
394 


395 


344 


321 


386 


349 


430 


239 


341 


333 


391 


438 


353 


244 


330 


94 


312 


221 


304 


355 


368 


430 


338 


392 


192 


406 


395 


436 


361 


351 


324 


468 


369 


357 


314 


359 


424 


396 


449 


422 


401 


400 


372 


332 


305 


384 


381 


345 


174 


303 


419 


123 


Company 


Net 
profits 
l$mil) 


% 

change 

over 

1983 


Cash 
flow 

($mil) 


Idaho  Power 


100.0       13.5 


Roadway  Services        100.0 


0.8 


Combustion  Eng 


99.6     D-P 


James  River  Corp  Va 


99.3      16.1 


Student  Loan  Mktg  99.3      49.1 


Safeco 


99.1    -25.7 


Provident  Life  &  Ace 


98.7       10.7 


Irving  Bank  98.1        6.1 


Black  &  Decker 


97.7      72.9 


TECO  Energy 


97.7      31.5 


American  Standard 


97.1       55.1 


Republic  New  York 


96.5      13.9 


Murphy  Oil  96.1    -27.2 


Louisiana  Land 


95.3 


1.4 


Merrill  Lynch 


95.3   -58.6 


Puget  Sound  Pwr  &  Lt 


95.1 


-6.8 


MCA 


94.9   -35.5 


Lucky  Stores  94.6   - 10.3 


Intl  Minerals  &  Chem 


94.5   -11.0 


NBD  Bancorp 


94.5       15.7 


Brunswick 


94.2      42.5 


Freeport-McMoRan 


94.2 


0.7 


Gt  Western  Financial 


93.9      27.4 


USF&G 


93.3    -45.6 


Data  General 


92.7    212.1 


Limited 


92.5      30.5 


Lear  Siegler  92.4      25.9 


Armstrong  World  Inds 


92.2      46.1 


Browning-Ferris  Inds 


92.2      10.8 


Delmarva  Power  &  Lt 


92.1 


8.2 


General  Host 


92.1     414.5 


Firestone 


91.0 


-7.2 


Harris  Corp 


90.7      44.4 


Jack  Eckerd 


90.6        5.6 


Emhart 


90.4 


7.2 


Marine  Midland  Banks 


90.4   -10.6 


Kansas  Power  &  Light 


89.8 


7.4 


Carter  Hawley  Hale  89.7      32.9 


Trust  Co  of  Georgia  89.2      22.2 


Corning  Glass  Works 


,9     -3.6 


Boston  Edison 


.8      30.8 


Olin 


3.7      23.7 


Walgreen 


16.8 


United  Illuminating 


9.7 


American  Natl  Ins 


88.0     -5.9 


Interco 


88.0  -16.1 


Deluxe  Check  Printers 


87.8       14.6 


Cox  Communications 


87.3      11.9 


Crown  Zellerbach 


86.9     -1.0 


NWA 


86.9      73.5 


First  Chicago 


86.4  -52.9 


Beneficial  Corp  86.1   -15.0 


Washington  Post  85.9      25.6 


Parker-Hannifia 


85.8      88.6 


Public  Service  Indiana 


85.5   -66.6 


I  Not  on  500  list  in  1983.     DP:  deficit  to  profit. 


186 


141 


101 


171 


358 


204 


639 


110 


249 


105 


198 


133 
111 


181 


148 


108 


131 


Cash 
flow 
rank 
1984 


373 


152   355 


202   289 


166   331 


447 


99   453 


110   425 


131   383 


328 


154   351 


195   297 


104   438 


169 


338    176 


287 


159   341 


82 


179   319 


222   272 


424 


134   380 


250 


119   405 


437 


164   334 


127   393 


146   365 


150   358 


294 


153   354 


111   421 


227   267 


199   291 


131   385 


126   395 


116   412 


148   361 


162   336 


104   440 


200   290 


193   299 


234   260 


118   409 


107   432 


91    468 


381 


419 


317 


189   302 


254   243 


363 


98    455 


430 


386 


170   329 


Rank 
1984    1983 


Company 


Net 
profits 

($mil) 


% 

change 

over 

1983 


Cash 
flow 
($mil) 


C: 
fl( 
m 
19 


396 

■ 

Fruehauf 

85.2 

914.3 

181 

3 

397 

361 

Mercantile  Stores 

84.8 

1.9 

124 

3' 

398 

380 

Revco  DS 

84.4 

10.3 

109 

* 

399 

409 

US  Tobacco 

83.7 

18.6 

97 

4 

400 

■ 

First  Natl  State  Bcp 

81.5 

27.1 

95 

4i 

401 

■ 

First  City  Bancorp 

81.0 

62.7 

113 

4 

402 

383 

Golden  West  Finl 

80.9 

4.5 

102 

* 

403 

468 

Rite  Aid 

80.7 

31.6 

104 

4 

404 

■ 

Consolidated  Papers 

80.6 

64.5 

106 

4* 

405 

B 

Sea-Land 

80.5 

89.0 

182 

3 

406 

440 

Zayre 

80.3 

30.8 

120 

41 

407 

437 

Sovran  Financial 

80.2 

22.4 

100 

4. 

408 

457 

First  Union 

80.0 

36.8 

92 

<U 

409 

408 

Clorox 

79.9 

8.9 

102 

4- 

410 

410 

Albertson's 

79.7 

13.4 

131 

31 

411 

375 

First  Boston 

79.6 

-0.8 

88 

4; 

412 

418 

Auto  Data  Processing 

79.4 

15.4 

168 

3; 

413 

498 

Perkin-Elmer 

79.2 

52.0 

119 

M 

414 

369 

Brown-Forman 

79.1 

-1.9 

103 

4' 

414 

399 

Kidde 

79.1 

9.0 

128 

39 

416 

448 

Louisville  Gas  &  Elec 

79.0 

32.3 

121 

4( 

417 

428 

Avnet 

78.8 

18.9 

95 

4< 

418 

■ 

Dresser  Industries 

78.6 

255.7 

263 

r 

419 

481 

Vulcan  Materials 

78.4 

44.6 

155 

34 

420 

452 

Southmark 

77.8 

31.0 

88 

4: 

421 

■ 

Northwest  Industries 

77.5 

D-P 

135 

33 

422 

458 

Norstar  Bancorp 

77.3 

32.6 

96 

« 

423 

445 

Manville 

77.2 

14.9 

157 

424 

■ 

Richardson-Vicks 

76.5 

58.4 

100 

4 

425 

472 

Baker  International 

76.2 

D-P 

205 

2) 

425 

405 

Nalco  Chemical 

76.2 

7.3 

109 

4: 

427 

349 

Central  111  Pub  Svc 

76.1 

-11.0 

136 

3; 

428 

■ 

Cooper  Laboratories 

76.0 

229.0 

86 

« 

429 

301 

Federal  Express 

75.3 

-29.2 

215 

2;: 

430 

■ 

Peoples  Energy 

75.2 

55.0 

117 

4Ji 

431 

■ 

Deere 

74.7 

38.8 

276 

2: 

432 

432 

Consol  Freightways 

74.5 

13.7 

146 

3<« 

433 

■ 

Equitable  Resources 

74.2 

43.8 

93 

4( 

434 

425 

Ipalco  Enterprises 

73.6 

9.2 

119 

4(- 

435 

■ 

Pioneer  Hi-Bred  Intl 

72.5 

76.0 

97 

4!: 

436 

463 

Citizens  &  Sthrn  Ga 

72.4 

25.0 

90 

4). 

436 

■ 

Stanley  Works 

72.4 

36.6 

109 

4:1 

438 

163 

General  Re 

72.2 

-62.4 

73 

4<  1 

439 

■ 

Bowater 

72.1 

89.7 

116 

41 J 

440 

■ 

PSFS 

72.0 

174.8 

124 

3<l 

441 

478 

American  Greetings 

71.6 

30.7 

89 

4"/ 

441 

170 

Colgate-Palmolive 

71.6 

-63.8 

139 

3; 

443 

485 

ConAgra 

71.4 

34.2 

113 

4) 

444 

474 

Tecumseh  Products 

70.7 

28.1 

94 

4< 

445 

■ 

Libbey-Owens-Ford 

70.6 

74.8 

122 

4( 

446 

■ 

AmeriTrust 

70.4 

37.8 

83 

4J 

447 

■ 

Berkshire  Hathaway 

70.2 

2.9 

79 

4* 

448 

443 

Boise  Cascade 

69.6 

15.2 

227 

It 

449 

256 

Norwest 

69.5 

-44.5 

112 

41 

450 

419 

Intl  Flavors  &  Frag 

69.2 

1.2 

82 

4f 
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I      Make  your  first  jetprop 

the  best  jetprop. 

U.S.  companies  pick  King  Airs  2  to  1  over  other  jetprops.  Doesn't  that  tell 
you  something  about  the  quality,  reliability  and  comfort  of  the  Beechcraft 
King  Air  C90A? 


If  you've  outgrown  the  capabilities 
of  piston-powered  airplanes,  and 
you're  ready  to  move  up  to  the 
reliability  and  simplicity  of  a  jetprop, 
consider  the  C90A.  A  full-fledged 
King  Air,  the  Model  90  is  the  most 
popular  jetprop  ever  built.  It's  an 
ideal  choice  for  your  first  turbine- 
powered  airplane. 

It  cruises  at  247  knots  (284  mph), 
climbs  at  2,137  fpm  and  flies  from 
short,  3,500-ft.  runways.  Its  range  is 
1,143  ran  (1,314  sm)  with  six  passengers 
and  baggage. 

But  performance  without  comfort 
to  match  is  not  enough.  To  give  you 
more  headroom,  more  footroom  and 
more  room  to  work,  the  C90A  is 
larger  than  other  jetprops  in  its  price 
class.  Pressurization,  heating  and  air- 
conditioning  keep  you  comfortable 
on  the  ground  and  in  the  air — 
whatever  the  weather. 


King  Air  reliability. 

King  Air  operators  demand  reliability, 
and  they  get  it.  The  powerplants  (550- 
shp  Pratt  &  Whitney  PT6A-21s)  have  a 
reputation  for  rugged  service.  Time 
before  overhaul  is  3,500  hours — twice 
the  life  of  many  piston  engines. 

Systems  reliability?  The  C90A  has 
an  advanced  three-bus  electrical 


system  to  reduce  pilot  workload. 
Another  example?  The  hydraulic 
landing  gear . . .  quick-acting,  reliable 
and  easy  to  maintain. 

King  Air  service. 

It's  the  best.  There  are  48  service 
centers  in  the  U.S.  and  28  more  around 
the  world,  each  staffed  with  factory- 
trained  mechanics.  Parts  availability  is 
on  a  24-hour/365-day  basis. 

If  the  idea  of  owning  an  outstand- 
ing jetprop,  backed  by  the  industry's 
best  support  system,  appeals  to  you, 
call  toll  free  and  ask  about  the  Why- 
file,  a  collection  of  documents  to  help 
answer  your  questions  about  busi- 
ness aviation.  1-800-835-7767,  Ext.  611 

Qeechcraft 

A  Raytheon  Company 


The  King  Air  C90A  can  fly  seven  people  plus  182  pounds  of  luggage  some  1,094  nm  with  1FR  reserves. 


Member  Genera!  Aviation  Manufacturers  Association 
©1985,  Beech  Aircraft  Corporation 
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The  Forbes  Profits  500 


Rank 
1984        1983 


Company 


Net 
profits 
($mil) 


% 

change 

over 

1983 


Cash 
flow 
($mil) 


Cash 
flow 
rank 
1984 


Rank 
1984        1983 


Company 


Net 
profits 
($mil) 


% 

change 

over 

1983 


Cash 
flow 

($mil) 


451 

500 

WW  Grainger 

68.9 

33.3 

90 

472 

452 

474 

Wendy's  International 

68.7 

24.5 

106 

435 

453 

434 

Kentucky  Utilities 

68.3 

4.9 

113 

415 

454 

466 

Lubrizol 

67.7 

4.6 

106 

433 

455 

441 

Johnson  Controls 

67.3 

9.8 

111 

422 

456 

■ 

First  Executive 

67.1 

52.2 

67 

499 

457 

486 

Alexander  &  Baldwin 

66.6 

25.4 

99 

454 

458 

447 

Alco  Standard 

66.5 

9.2 

100 

449 

459 

■ 

Sundstrand 

66.4 

50.2 

128 

391 

460 

■ 

Willamette  Inds 

66.2 

196.9 

128 

392 

461 

■ 

National  City 

65.9 

37.0 

75 

491 

461 

423 

Washington  Water  Pwr 

65.9 

-2.7 

93 

466 

463 

393 

Becton,  Dickinson 

65.7 

115.4 

125 

396 

464 

372 

CalFed 

65.3 

-18.9 

103 

442 

465 

495 

Fleet  Financial 

65.0 

25.0 

91 

469 

465 

225 

Kerr-McGee 

65.0 

-45.1 

377 

160 

465 

■ 

Midlantic  Banks 

65.0 

32.9 

78 

487 

465 

■ 

Sherwin-Williams 

65.0 

17.3 

90 

471 

469 

■ 

Sun  Banks 

64.9 

40.2 

88 

474 

470 

■ 

Mack  Trucks 

64.6 

D-P 

93 

465 

471 

480 

Southeast  Banking 

64.1 

17.6 

93 

464 

472 

417 

McKesson 

63.9 

-8.7 

107 

431 

473 

453 

Arkla 

63.8 

8.0 

117 

411 

474 

■ 

Zenith  Electronics 

63.6 

37.4 

95 

459 

475 

429 

Atlantic  City  Elec 

63.3 

-4.4 

102 

445 

476 

442 

Maytag 

63.1 

4.0 

77 

48* 

476 

■ 

Subaru  of  America 

63.1 

22.3 

67 

50C 

478 

■ 

Intergraph 

62.9 

114.7 

71 

498 

478 

461 

National  Svc  Inds 

62.9 

10.9 

87 

477 

480 

474 

Alltel 

62.6 

13.4 

159 

34C 

480 

495 

Witco  Chemical 

62.6 

20.4 

108 

429 

482 

■ 

CityFed  Financial 

62.0 

41.2 

72 

495 

482 

470 

Questar 

62.0 

11.3 

110 

423 

484 

■ 

McLean  Industries 

61.6 

131.6 

102 

443 

485 

■ 

Lowe's  Companies 

61.4 

21.3 

76 

490 

485 

■ 

Rainier  Bancorp 

61.4 

30.1 

73 

494 

487 

■ 

Collins  &  Aikman 

61.1 

48.7 

82 

482 

487 

■ 

E-Systems 

61.1 

10.7 

77 

489 

489 

■ 

Home  Federal  S&L-Cal 

61.0 

64.9 

81 

485 

490 

■ 

Varian  Associates 

60.8 

43.4 

81 

484 

491 

■ 

BF  Goodrich 

60.6 

229.3 

190 

301 

491 

449 

Iowa-Illinois  G&E 

60.6 

1.8 

110 

426 

493 

492 

First  Atlanta 

60.5 

15.7 

73 

493 

494 

■ 

Norton 

60.4 

33.0 

111 

420 

494 

■ 

Valley  National 

60.4 

31.9 

82 

483 

496 

491 

US  Bancorp 

60.1 

14.7 

71 

496 

497 

■ 

Illinois  Tool  Works 

60.0 

21.0 

86 

479 

498 

■ 

Prime  Computer 

59.7 

83.7 

100 

452 

499 

■ 

Snap-On  Tools 

59.6 

38.6 

71 

497 

500 

■ 

Crown  Cork  &  Seal 

59.5 

15.5 

100 

450; 

I  Not  on  500  list  in  1983.     D-P:  deficit  to  profit. 


The  smartest  investment 
you  make  all  weekcould  be 
30  minutes  of  your  time. 

Louis  Rukeyser  translates  the  complexities  of 
money,  the  economy  and  Wall  Street  into  plain 
English  with  lucidity,  wit  and  understanding.  Every 
Friday  evening  on  Wall  Street  Week. 


Public  television's  highest  rated  public 
affairs  program,  now  in  its  15th  year. 

Check  your  local  Public  Television 
listing  for  time  and  channel. 


Underwritten  nationally  by: 
HILTON  HOTELS 

CORPORATIONS 
PRUDENTIAL-BACHE 

SECURITIES 
SPERRY  CORPORATION 

A  national  program  service  of  Maryland  Public  Television,  fill   I 


UPLAND 


Continuing  the  Spirit 
of  Western  Growth 


The  spirit  of  community  cooperation  which  built  the  cities 
and  businesses  in  the  west  continues  today  at  Upland 
Industries  Corporation.  Upland,  together  with  its  affiliates, 
is  your  full  service  resource  for  real  estate  and  development 
with  an  inventory  of  prime  office,  commercial,  industrial, 
and  residential  sites  located  in  20  states  west  of  the  Miss- 
issippi. Our  experience  is  reflected  in  the  75  business  and 
industrial  parks  or  districts  developed  throughout  the  past 
decade.  Upland  and  its  affiliates  have  thirteen  strategically 
located  regional  offices  staffed  with  professionals  who 
know  the  local  market,  governmental  constraints  and  en- 
vironmental regulations.  Our  real  estate,  development  and 
engineering  expertise,  rapport  with  governmental  agencies, 
business  leaders  and  local  contractors  can  all  contribute 
to  speeding  your  project  to  completion.  You  can  purchase 
a  finished  site  or  choose  from  other  available  options. 


Use  the  Upland  team  of  professionals,  your  resource  for 
future  growth.  For  more  information,  call  Toby  Churchill  at 
(402)  280-4818.  Or  write:  Upland  Industries  Corporation, 
Blackstone  Centre,  302  South  36th  Street, 
Omaha,  Nebraska  68131. 


•  UPLAND 

A  Subsidiary  of  Union  Pacific  Corporation 


"Whether  you  drive 
back  and  forth  across 
the  country  or  just  back 
and  forth  across  town, 
Ford  is  making  driving 
comfort  a  science " 

Lewis  F.  Schqffer, 
Senior  Designer 
Package  Engineering 


To  America's  professional 
drivers,  the  cab  of  a  heavy 
truck  is  their  office  and— fori 
days  at  a  time — their  home. 
That's  why  Ford  Motor 
Company  ergonomic  engi- 
neers design  these  cabs 
from  the  driver  out. 


Get  it  together— Buckle  up! 


rhe  seats  in  the  Mercury 
Cougar  XR-7  are  designed 
:o  be  comfortable  for  more 
:han  just  your  bottom. 
Moveable  seat  bolsters  and 
adjustable  thigh  supports 
lelp  keep  the  driver  in  a 
stable  position,  even 
Awhile  the  car  is  corner - 
ng.  Another  example 
Df  Ford  Quality 
/ou  can  feel. 


%* 


Articulated  seats  on  the  Cougar  XR-7  include  an  air  chamber 
in  the  lumbar  area  that  may  be  inflated  or  deflated  according  to 
driver  preference  by  a  power  actuated  pump. 


Ford  •  Lincoln  •  Mercury  •  Merkur 
Ford  Trucks  •  Ford  Tractors 


Quality 
is  Job  1. 


The  Forbes  Assets  500 


Watch  this  list  for  redeployments  of  capital. 
Corporate  America  has  shrinking  acts  going 
on  over  here  and,  at  the  same  time, 
conglomerations  proceeding  over  there. 


T|  he  assets  of  the  500  compa- 
nies on  this  list  add  up  to  $4.6 
trillion.  More  than  60%  of  that 
is  in  the  hands  of  the  largest  20%  of 
the  companies,  but  to  get  on  the  list 
at  all  a  company  needed  more  than 
$2  billion. 

Since,  in  the  absence  of  reorgani- 
zation, a  company's  asset  figure 
tends  to  be  stable,  jumping  around  on  the  list  is  often 
attributable  to  mergers.  Chevron  (number  24),  MCorp  (50), 
Beatrice  (101),  Champion  (159)  and  American  Stores  (285), 
among  others,  climbed  the  ladder  that  way. 

But  shrinking  is  in  fashion,  too.  Unload  the  troubled 
division  on  managers  in  a  leveraged  buyout.  Divest  in 
order  to  escape  the  regulators.  Don't  book  loans  just  for  the 
sake  of  racing  to  the  top  of  the  list.  Or  simply  look  to 
maximize  the  value  of  the  company  for  shareholders  with- 
out concern  for  size.  Exxon  shrank  in  real  terms  last  year, 
but  shareholders  aren't  suffering  (see  story,  p.  66).  Assets 
aren't  worth  much  if  they  don't  earn  much. 


Rank 

1984   1983 

Assets 
Company                (Smil) 

% 

change 

over 

1983 

1         2 

Citicorp  150,586 

11.8 

2         3 

BankAmerica  117,680 

-2.9 

3        5 

Fedl  Natl  Mortgage    88,359 

12.0 

4         4 

Chase  Manhattan    86,883 

6.1 

5        6  Manufacturers  Hanover    75,714 

17.7 

AT&T  lost  19  places  on  the  rank- 
ing, but  the  drop  was  in  some  mea- 
sure voluntary,  the  price  paid  to  get 
into  deregulated  businesses  like 
computers.  The  declines  at  Conti- 
nental Illinois  (28)  and  Caterpillar 
Tractor  (172)  came  alongside  earn- 
ings deficits. 
Citicorp  is  number  one  now  that 
AT&T  is  dismantled,  and  it  is  a  fair  bet  that  it  will  remain 
way  out  in  front  for  a  while.  It  is  growing,  in  part,  by 
acquisition,  but  that  seems  not  so  much  a  blind  race  for 
size  as  a  calculated  strategy  to  break  down  obstacles  to 
interstate  banking. 

The  list  is  dominated  by  financial  corporations  and 
manufacturers,  but  look  at  some  of  the  fast-growing  com- 
panies that  are  neither:  Humana  (410),  Wal-Mart  (480), 
Hospital  Corp.  of  America  (234),  American  Hospital  Sup- 
ply (442).  The  latter  two  have  recently  agreed  to  a  merger; 
were  it  in  place,  it  would  yield  total  assets  that  would  rate 
the  149th  place  on  this  list. 


Winners 

Losers 

The  leaders  in  asset  growth. 

The  laggards  in  asset  growth. 

Rank 
1984        1983 

Company 

Assets 

(Smil) 

% 

change 

over 

1983 

Rank 

1984         1983 

Company 

assets 
(Smil) 

/o 

change 
over 
1983 

338 

■ 

American  Continental 

3,302 

291.0 

28 

15 

Continental  Illinois 

30,413 

-27.8 

285 

■ 

American  Stores 

3,811 

134.2 

450 

342 

Warner  Communications 

2,380 

-23.8 

101 

216 

Beatrice 

10,089 

110.7 

428 

331 

International  Harvester 

2,545 

-20.8 

159 

288 

Champion  International 

6,815 

90.6 

420 

324 

Equimark 

2,594 

-20.3 

83 

145 

National  City 

12,373 

87.9 

482 

383 

Martin  Marietta 

2,224 

-18.8 

■  Not 

on  500  list  in  1983. 
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WE  KNOW  JUST 
HOW  YOU  FEEL 


Last  year's  breakup  of  AT&T  was  a  very  confusing  and  frustrating 
situation  for  a  lot  of  business  people.  But,  it's  been  a  very 
profitable  situation  for  some  others:  the  ones  who  have  chosen 
GTE  Sprint.  Here  are  a  few  of  the  reasons  why  it  could  be  just 
as  profitable  for  you. 

Sprint"  ADVANCEI )  WATS  gives  Ml  |/»U  ffcl  |ECTI4>AIC 

y<  >u  the  best  WATS  rate  tut*  nnaticallv,  n<  >       I  vUUll  vUEtaP  1 1 vll#/ 
matter  where  < >r  when  y<  hi  call.  Si »,  y<  hi  CDDIMT  A  MClAfEDC 

won't  get  billed  f<  >r  a  call  t(  >  the  c<  >ast  da   KIN  1  ANb$WVCK*9* 

when  you're  really  calling  the  midwest. 

And,  Sprint  can  help  you  manage  your  sales  force's  on-the- 
road  long  distance  costs.  With  Sprint  Travelcode™  service  you 


per  call  for  the  privilege  of  using  their  credit  cards,  Sprint  gives 

it  to  you  free. 

You  can  save  even  more  with  Sprint  volume  discounts. 

They're  the  best  in  the  business,  with  a  $1000  discount  level  that 
lets  heavy  users  get  heavy  savings.  Who 
deserves  it  more?  And  the  Sprint  Edge™ 
automatic  dialer  makes  Sprint  just  as 
easy  to  use  as  AT&T 

So,  if  you're  feeling  a  little  lost  and 
more  than  a  little  frustrated  in  the  wake 

of  AT&T's  divestiture,  talk  to  GTE  Sprint.  Of  course,  we  know 

just  how  you  feel.  And,  we  also 


save  up  to  70%  when  you're  away  from  the  office,  in  hotels  or 
airports.  And,  while  other  companies  charge  you  up  to  $1.55 


know  just  how  to  make  you 
feel  a  whole  lot  better. 


Anaheim,  CA 
(714)660-8999 
Atlanta,  GA 
(404)843-0100 
Boston,  MA 
(617)628-7070 


Chicago,  IL 
(312)364-4600 
Cleveland,  OH 
(216)642-0180 
Dallas,  TX 
(214)387-4686 


Detroit,  MI 
(313)827-4900 
Honolulu,  HI 
(808)528-2000 
Houston,  TX 
(713)777-3600 


Kansas  City,  Ks 
(913)4518700 
Los  Angeles,  CA 
(213)515  5353 
New  York,  NY 
(212)557-0700 


Philadephia,  PA 
(215)568-4338 
Phoenix,  AZ 

(602)956-6200 


San  Francisco,  CA 

(415)5718700 
Washington,  D.C 

( "03 )  486  8330 


fHT3  SPRINT 


Call  your  local  Sprint  Sales  Office,  or  800-521-4949. 


©1985  GTE  Sprint.  You  can  get  Sprint  almost  everywhere,  and  use  it  to  call  anywhere  outside  this  slate.  Call  for  details  on  intrastate  savings  ®  Sprint  is  a  registered  trademark  of  GTE  Sprint  Gimmunication  Con' 


% 

change 


Rank 
1984    1983 

Company 

Assets 

iSmil) 

over 
1983 

6 

8 

IP  Morgan 

64,126 

10.5 

7 

7 

Exxon 

63,278 

0.5 

8 

14 

American  Express 

61,848 

40.6 

9 

16 

Phibro-Salomon 

58,370 

38.9 

10 

11 

Sears,  Roebuck 

57,073 

23.6 

11 

9 

Chemical  New  York 

52,236 

2.1 

12 

12 

General  Motors 

52,001 

13.9 

13 

10 

Aetna  Life  &  Cas 

51,029 

7.1 

14 

17 

Security  Pacific- 

46,117 

14.2 

15 

13 

First  Interstate  Bancp 

45,544 

2.5 

16 

18 

Bankers  Trust  NY 

45,208 

13.0 

17 

19 

IBM 

42,808 

14.9 

18 

22 

Mobil 

41,851 

19.3 

19 

20 

First  Chicago 

39,846 

9.7 

20 

1 

American  Tel  &  Tel 

39,827 

11.9 

21 

21 

Cigna 

39,035 

11.2 

22 

24 

Texaco 

37,744 

38.8 

23 

23 

Travelers 

36,435 

10.8 

24 

32 

Chevron 

36,358 

51.4 

25 

66 

ITT 

31,341 

2.4 

26 

27 

Merrill  Lynch 

30,840 

18.0 

27 

26 

Mellon  Bank 

30,603 

15.8 

28 

15 

Continental  Illinois 

30,413 

-27.8 

29 

25 

Wells  Fargo 

28,184 

4.3 

30 

33 

Ford  Motor 

27,449 

15.0 

31 

38 

Fin  Corp  of  America 

26,518 

16.8 

32 

30 

GTE 

26,364 

8.8 

33 

28 

Standard  Oil  Indiana 

25,734 

-0.3 

34 

40 

First  Boston 

25,297 

15.0 

35 

35 

General  Electric 

24,730 

6.2 

36 

44 

HF  A  hm  an  son 

24,307 

20.2 

37 

29 

EI  Du  Pont 

24,098 

-1.4 

38 

39 

Shell  Oil 

23,729 

7.0 

39 

31 

BellSouth 

23,673 

10.3 

40 

53 

Gt  Western  Financial 

23,555 

26.4 

41 

43 

First  Bank  System 

22,438 

7.5 

42 

34 

Crocker  National 

22,322 

-4.6 

43 

36 

Atlantic  Richfield 

22,130 

-5.0 

44 

47 

Bank  of  Boston 

22,079 

13.0 

45 

37 

Marine  Midland  Banks 

22,056 

-3.6 

46 

41 

InterFirst 

21,617 

-0.6 

47 

50 

RepublicBank 

21,595 

13.2 

48 

46 

Norwest 

21,346 

7.5 

49 

48 

Texas  Commerce  Bshs 

20,732 

6.3 

50 

77 

MCorp 

20,697 

74.2 

51 

45 

Nynex 

19,853 

7.3 

52 

61 

American  General 

19,198 

27.5 

53 

49 

United  States  Steel 

18,989 

-1.7 

54 

54 

Irving  Bank 

18,982 

2.1 

55 

52 

Bell  Atlantic 

18,684 

7.9 

56 

57 

Tenneco 

18,205 

1.2 

57 

68 

EF  Hutton  Group 

18,153 

37.9 

58 

51 

Pacific  Telesis  Group 

18,077 

5.5 

59 

56 

Southwestern  Bell 

18,042 

9.6 

60 

65 

CalFed 

17,699 

23.5 

The  Forbes  Assets  500 


Rank 
1984    1983 


Company 


Assets 
($mil) 


% 

change 

over 

1983 


61 

55 

Amer  Info  Technol 

7,635 

4.7 

62 

60 

Standard  Oil  Ohio 

7,487 

6.9 

63 

64 

Pacific  Gas  &  Elec 

7,327 

17.7 

64 

59 

First  City  Bancorp 

7,319 

0.3 

65 

58 

US  West 

7,017 

9.0 

66 

69 

Phillips  Petroleum 

6,965 

29.6 

67 

63 

Southern  Company 

6,763 

11.5 

68 

62 

Commonwlth  Edison 

6,302 

8.3 

69 

71 

NCNB 

5,679 

22.4 

70 

96 

Xerox 

5,406 

19.3 

71 

72 

Bank  of  New  York 

5,157 

18.4 

72 

74 

PNC  Financial 

4,870 

21.4 

73 

67 

NBD  Bancorp 

4,232 

7.5 

74 

76 

PSFS 

13,723 

15.1 

75 

70 

American  Elec  Power 

3,553 

5.6 

76 

73 

Sun  Company 

2,789 

2.6 

77 

83 

Lincoln  National 

2,604 

13.7 

78 

79 

Loews 

2,557 

9.1 

79 

82 

Middle  South  Utils 

2,556 

13.1 

80 

84 

Transamerica 

2,502 

14.2 

81 

95 

Barnett  Banks  Fla 

2,501 

33.0 

82 

91 

Republic  New  York 

2,382 

22.4 

83 

145 

National  City 

2,373 

87.9 

84 

113 

Paine  Webber  Group 

2,288 

47.8 

85 

78 

Occidental  Petroleum 

2,273 

4.2 

86 

93 

Glendale  Federal  S&.L 

1,663 

12.3 

87 

80 

Santa  Fe  Southern 

1,649 

2.3 

88 

87 

CSX 

1,636 

7.4 

89 

88 

American  Intl  Group 

1,625 

10.1 

90 

99 

Student  Loan  Mktg 

1,620 

27.4 

91 

Xh 

Burlington  Northern 

1,424 

4.8 

92 

75 

Dow  Chemical 

1,419 

-4.7 

93 

81 

Southern  Calif  Edison 

1,359 

0.6 

94 

85 

Eastman  Kodak 

0,771 

-1.4 

95 

150 

First  Natl  State  Bcp 

0,680 

4.9 

96 

116 

Golden  West  Finl     1 

0,620 

29.7 

97 

89 

Union  Carbide     1 

0,518 

2.2 

98 

90 

Union  Pacific 

0,392 

1.7 

99 

233 

Gulf  &  Western  Inds 

0,300 

7.5 

100 

98 

Unocal 

0,203 

10.6 

101 

216 

Beatrice     1 

0,089 

110.7 

102 

111 

Procter  &  Gamble     1 

0,054 

20.2 

103 

110 

Household  Intl 

0,041 

18.9 

104 

104 

United  Technologies 

9,905 

13.6 

105 

101 

Southeast  Banking 

9,869 

11.1 

106 

97 

Continental  Corp 

9,852 

6.2 

107 

105 

CoreStates  Financial 

9,848 

14.7 

108 

102 

Texas  Utilities 

9,759 

11.1 

109 

107 

Pub  Svc  Elec  &  Gas 

9,661 

12.8 

no 

108 

Comerica 

9,631 

12.6 

111 

123 

Allied  Bancshares 

9,630 

220 

112 

396 

National  Intergroup 

9,614 

3.4 

113 

103 

Control  Data 

9,589 

9.2 

114 

120 

Philadelphia  Electric 

9,556 

17.3 

115 

122 

First  Federal  Mich 

9,499 

19.2 

Rank 
1984    1983 


Company 


Assets 

(5,  mil) 


116     100 


Sun  Banks      9,402 


117       94 


Philip  Morris      9,339 


118     259 


Gibraltar  Financial      9,273 


119       92 


RJ  Reynolds  Inds      9,272 


120     117 


K  mart      9,262 


121     109 


Consumers  Power      9, 2 1 1 


122     106    Westinghouse  Electric      9, 1 50 


123     133 


Banc  One      9,106 


124     143 


Chrysler      9,063 


125     115 


Detroit  Edison       8,970 


126     141    Home  Federal  S&L-Cal      8,886 


127     119 


Valley  National      8,777 


128     124 


Wachovia      8,717 


129     114        Consolidated  Edison       8,688 


130     118 


Norfolk  Southern       8,667 


131     129 


Boeing      8,485 


132     157       Imperial  Corp  of  Am      8,465 


133     134 


Sovran  Financial      8,287 


134     127 


RCA       8,221 


135     128 


Allied  Corp      8,189 


136     130 


IC  Penney      8,170 


137     125 


FPL  Group      8,161 


138     126       Dominion  Resources      8,098 


139     137        Citizens  &  Sthrn  Ga       8,030 


140     132 


Duke  Power      8,019 


141     190 


Norstar  Bancorp      7,909 


142     144 


Beneficial  Corp       7,886 


143     152 


Rainier  Bancorp      7,762 


144     242 


American  Brands       7,746 


145     146  Houston  Industries       7,642 


146     142 


CityFed  Financial       7,595 


147     147 


US  Bancorp      7,496 


148     140 


First  Union      7,320 


149     174 


Maryland  National       7,286 


150     148 


Northern  Trust       7,225 


151     151 


Midlantic  Banks       7,177 


152     139 


Kemper      7,075 


153     171 


First  Atlanta      7,003 


154     234 


LTV      6,926 


155     160        Penn  Power  &  Light      6,911 


156     153        Long  Island  Lighting      6,901 


157     158 


CBT      6,862 


158     170 


AmeriTrust      6,845 


159     288 


Champion  Intl       6,815 


160     138  Michigan  National      6,769 


161     169      Bank  of  New  England      6,755 


162     212        Gr  Amer  Fst  Savings      6,720 


163     166 


Ohio  Edison      6,690 


164     173 


Shawmut      6,509 


165     176     Central  &  South  West      6,419 


166     206 


Columbia  S&L      6,382 


167     149 


Monsanto       6,373 


168     156 


Amerada  Hess      6,353 


169     155 


Alcoa      6,342 


170     214 


First  Executive      6,320 


_n.it 

_15J 

7. 
_26 

__2J( 

21. 
57 
14.0 


18. 
90. 
-1.1 

37. 
13. 
13. 
12. 
27. 
-0. 

2. 

1. 
31. 
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Disability  insurance 
without  the  disabilities. 


Thanks  to  John  Hancock's 
?*  65  PLUS  Disability  Income  Policy, 
fou  can  enjoy  disability  coverage 
ree  of  problems  that  weaken  many 
)ther  policies. 

For  instance,  P-65  PLUS  provides 
i  FUTURE  EARNINGS  PROTECTION 
)enefit  which  makes  it  possible  for  you  to 
naintain  adequate  income  protection  in 
ine  with  higher  future  earnings.  It  protects 
^our  insurability  in  the  event  of  future  ill 
lealth  by  allowing  you  to  purchase 
idditional  monthly  income  protection 
;very  two  years  up  to  age  63  with  only 
evidence  of  financial  eligibility. 

And  through  the  Profesco 
Corporation,  one  of  the  John  Hancock 
:ompanies,  we  can  offer  you  a  PREMIUM 
FINANCING  option,  too.  With  this 
)ption,  you  may  finance  your  premium 
payments  for  up  to  5  years,  and  experience 
ax  relief  in  the  process. 

Along  with  a  liberal  definition  of 
iisability,  P-65  PLUS  is  also  non-cancelable 
md  guaranteed  renewable  to  your  65th 
)irthday. 

In  all,  there  are  15  major  features 
hat  make  John  Hancock's  P-  65  PLUS 
)utstanding.  Some  of  them  make  it  unique, 
b  learn  more,  contact  your  John  Hancock 
Vgent  or  return  our  coupon  today. 


Phoio  court esv  of  the  Greek  National  Tounst  Organizaru 


I  want  more  information  on 
John  Hancock's  P-65  PLUS. 

Mail  to:  John  Hancock,  John  Hancock  Place,  T-54, 
P.O.  Box  111,  Boston,  MA  02117 

Name 


Address . 
City 


State . 


Zip. 


Profession 

Phone  1 L 


ff  companies     ^ 

We  can  help  you  here  and  now.  Not  just  hereafter. 

John  Hancock  Mutual  Life  Insurance  Company,  Boston,  MA  02117 

and  Profesco  Corporation,  New  York,  NY  10017  I  / 

110131042985 

'  *■ 


The  Forbes  Assets  500 


Company 


Assets 
($mil) 


% 

change 

over 

1983 


171     188  Niagara  Mohawk  Power      6,233        16.3 


172     136  Caterpillar  Tractor      6,223    -10.7 


173     168  Manufacturers  National      6,216 


202 


7.1 


174     192       General  Public  Utils      6,216       16.5 


175     208 


Digital  Equipment      6,200       25.3 


176     163 


Goodyear      6,194         3.5 


177     221 


Hartford  National      6,192       32.4 


178     215        McDonnell  Douglas      6,191       29.2 


179    213        Trust  Co  of  Georgia      6,165       27.1 


180     194 


USF&G      6,158       16.6 


181     205 


InterNorth      6,122       22.2 


182     172       Minn  Mining  &  Mfg      6,094         5.8 


183     182 


General  Re      6,053        11.3 


184     186      Texas  American  Bshs      6,033       11.5 


185     177 


Fidelcor      5,975 


5.5 


186     193       Carolina  Power  &  Lt      5,964        12.7 


187     197 


Coca-Cola      5,958       14.0 


188     165 


Weyerhaeuser      5,958         0.2 


189     180         Mercantile  Bancorp      5,944  7.9 


190     185       United  Virginia  Bshs      5,941  9.7 


191     198 


Union  Electric      5,879       12.9 


192     243 


Society      5,835       36.3 


193     178  International  Paper      5,795         3.2 


194     191 


Rockwell  Intl      5,791 


8.5 


195    223 


Texas  Eastern      5,757       24.0 


196     175 


Fleet  Financial      5,748 


0.2 


197     187 


Sperry       5,741  6.8 


198     263 


Teledyne      5,714    -18.7 


199    299 


Key  Banks      5,621       61.0 


200     183        Huntington  Bancshs      5,574         2.7 


Deere      5,556 


-6.6 


Greyhound      5,527       28.0 


203     217 


Capital  Holding      5,520        15.4 


204     203 


First  Wisconsin      5,516 


9.0 


205     199 


Signal  Cos      5,511 


5.9 


206     226 


Northeast  Utilities      5,507       19.0 


207     271 


Meridian  Bancorp      5,494       47.4 


208     209 


United  Telecom      5,441 


10.0 


209     162        Diamond  Shamrock      5,396    - 10.4 


210     200 


Panhandle  Eastern      5,369         3.4 


211     291 


Florida  Natl  Banks      5,357       50.9 


212     201 


First  Pennsylvania      5,356         4.0 


213     167 


Halliburton      5,352       -8.3 


214     204 


WR  Grace      5,328         5.8 


215     179 


St  Paul  Cos      5,327      -4.8 


216     184 


Dart  &  Kraft      5,285       -2.5 


217    211      Federated  Dept  Stores      5,271         7.6 


218     219 


AMR      5,261        11.3 


219     189 


Centetre  Bancorp      5,215      -2.6 


220     196     Columbia  Gas  System      5,201       -0.7 


221     224 


fcayBanks      5,180        11.7 


222     202 


UAL      5,159         0.5 


223     232 


Hewlett-Packard      5.131 


224     218 


Riggs  National      5,120 


16.6 

7.4 


225     210 


First  Security      5,107         3.3 


I  Not  on  500  list  in  1983 


Rank 

1984    1983 


Company 


Assets 
($mil) 


% 

change 

over 

1983 


226 

235 

Carteret  Savings 

5,041 

14.7 

227 

260 

Florida  Federal  S&L 

5,019 

28.8 

228 

239 

California  First  Bnk 

5,002 

15.1 

229 

225 

PepsiCo 

4,950 

6.7 

230 

245 

Cleveland  Elec  Ilium 

4,926 

15.4 

231 

237 

Gulf  States  Utils 

4,887 

12.3 

232 

240 

Public  Service  Indiana 

4,860 

11.9 

233 

256 

IC  Industries 

4,840 

21.5 

234 

253 

Hospital  Corp  of  Am 

4,829 

18.3 

235 

207 

Georgia-Pacific 

4,785 

-3.9 

236 

222 

Honeywell 

4,760 

1.8 

237 

255 

State  Street  Boston 

4,744 

17.3 

238 

230 

PacifiCorp 

4,736 

6.4 

239 

227 

First  Tennessee  Natl 

4,658 

0.9 

240 

236 

Arizona  Public  Serv 

4,654 

6.1 

241 

300 

Commerce  Bancshrs 

4,616 

32.8 

242 

247 

Merck 

4,591 

8.9 

243 

246 

Continental  Telecom 

4,557 

7.8 

244 

228 

Johnson  &  Johnson 

4,541 

1.8 

245 

249 

Safeway  Stores 

4,537 

8.7 

246 

220 

Williams  Cos 

4,534 

-3.3 

247 

241 

Anheuser-Busch  Cos 

4,525 

4.5 

248 

251 

Burroughs 

4,504 

9.9 

249 

244 

Litton  Industries 

4,4^8 

2.2 

250 

238 

General  Foods 

4,400 

1.2 

251 

229 

Bethlehem  Steel 

4,387 

-1.6 

252 

292 

Chubb 

4,370 

23.5 

253 

■ 

First  Federal  S&L 

4,361 

38.8 

254 

265 

Dominion  Bankshares 

4,317 

12.8 

255 

332 

Provident  Life  &  Ace 

4,314 

35.1 

256 

280 

AmSouth  Bancorp 

4,282 

17.7 

257 

250 

First  of  America  Bnk 

4,261 

3.7 

258 

371 

American  Can 

4,253 

0.9 

259 

275 

Pacific  Lighting 

4,243 

14.1 

260 

273 

Third  National 

4,231 

13.6 

261 

272 

McDonald's 

4,230 

13.5 

262 

261 

United  Banks  of  Colo 

4,215 

9.0 

263 

326 

Motorola 

4,194 

29.6 

264 

325 

Continental  Bancorp 

4,160 

28.4 

265 

1  52  Western  Savings  &  Loan 

4,144 

39.8 

266 

264 

Bank  of  Virginia 

4,134 

7.4 

267 

278 

First  Maryland  Bncp 

4,108 

12.4 

268 

274 

American  Security 

4,080 

9.5 

269 

443 

South  Carolina  Natl 

4,078 

76.6 

270 

281 

United  Jersey  Banks 

4,051 

11.4 

271 

258 

Pfizer 

4,047 

2.8 

272 

309 

Northeast  Savings 

4,028 

19.4 

273 

276 

Old  Kent  Financial 

4,025 

8.6 

274 

266 

Baltimore  Gas  &  Elec 

4,011 

5.3 

275 

257 

Am  Natural  Resources 

4,001 

1.4 

276 

231 

AMAX 

3,977 

-10.6 

277 

301 

Illinois  Power 

3,965 

15.4 

278 

298 

First  American 

3,963 

13.3 

279 

310 

Marshall  &  Ilsley 

3,958 

17.7 

280 

444 

Mesa  Petroleum 

3,956 

71.6 

% 

chan 


Rank 
1984    1983 

Company 

Assets 

l$mil) 

ove 
198 

281 

254 

Ashland  Oil 

3,946 

-3. 

282 

297 

MCI  Communications 

3,894 

11. 

283 

303 

Safeco 

3,884 

13. 

284 

307 

Bancorp  Hawaii 

3,852 

14. 

285 

■ 

American  Stores 

3,811 

134. 

286 

286 

Dayton-Hudson 

3,800 

6.i 

287 

284 

PPG  Industries 

3,797 

5.1 

288 

277 

No  Indiana  Pub  Svc 

3,787 

2.. 

289 

319 

Reynolds  Metals 

3,783 

14.. 

290 

267 

Kerr-McGee 

3,771 

-l.l 

291 

269 

Eastern  Air  Lines 

3,769 

0.. 

292 

282 

Nabisco  Brands 

3,761 

3. 

293 

■ 

Landmark  Banking  Fla 

3,759 

6.: 

294 

377 

First  Florida  Banks 

3,751 

34. 

295 

252 

Fluor 

3,751 

-7.: 

296 

306 

No  States  Power 

3,742 

10.: 

297 

289 

Allegheny  Power 

3,737 

4.' 

298 

338 

NY  State  Elec  &  Gas 

3,733 

18.1 

299 

341 

Houston  Natural  Gas 

3,732 

30.' 

300 

315 

Atlantic  Bancorp 

3,723 

11.1 

301 

296 

Kroger 

3,687 

5.; 

302 

285 

Armco 

3,687 

2.: 

303 

283 

Transco  Energy 

3,677 

L.< 

304 

321 

Amer  Savings  &  Loan 

3,650 

11." 

305 

304 

Eli  Lilly 

3,644 

6.' 

306 

453 

Banks  of  Mid-America 

3,643 

61. 

307 

328 

Sonat 

3,640 

12.! 

308 

295 

United  Financial  Grp 

3,633 

3.' 

309 

270 

Raytheon 

3,600 

-3.! 

310 

290 

NCR 

3,589 

0.1 

311 

319 

MidCon 

3,587 

8.! 

312 

308 

American  Fletcher 

3,569 

5.; 

313 

305 

Washington  Mutual 

3,558 

4.: 

314 

317 

First  Kentucky  Natl 

3,543 

6.f 

315 

293 

Kaiser  Alum  &  Chem 

3,532 

o.; 

316 

302 

American  Natl  Ins 

3,531 

3.( 

317 

337 

Duquesne  Light 

3,530 

12.: 

318 

350 

Banco  Popular  PR 

3,527 

18.( 

319 

351 

Texas  Oil  &  Gas 

3,511 

is.: 

320 

312 

Consol  Natural  Gas 

3,506 

4/ 

321 

330 

First  Alabama  Bshs 

3,504 

9.( 

322 

322 

Jefferson-Pilot 

3,498 

6.; 

323 

294 

Boatmen's  Bancshares 

3,482 

-o.; 

324 

316 

TRW 

3,481 

4.) 

325 

340 

New  England  Electric 

3,441 

9.' 

326 

387 

Texas  Instruments 

3,423 

26.: 

327 

348 

SouthTrust 

3,423 

14.( 

328 

369 

Boise  Cascade 

3,409 

20.: 

329 

345 

Cullen/Frost  Bankers 

3,382 

10.4 

330 

323 

Enserch 

3,363 

3.: 

331 

344 

Indiana  National 

3,359 

9.; 

332 

311 

Washington  National 

3,356 

-0.1 

333 

327 

Delta  Air  Lines 

3,351 

3.; 

334 

318 

Southland 

3,340 

o.s 

335 

346 

American  Cyanamid 

3,327 

8.5 

FORBES,  APRIL  29,  198! 


Precision  on  a  large  scale.  Northrop  produces  the  fuselage  and 

related  hardware  for  the  Boeing  747  More  than  600  shipsets  delivered  on  time. 

At  contract  price.  Meeting  exacting  standards  of  quality.  Now,  Northrop  s  Aircraft 

Group  is  under  contract  to  apply  its  advanced  composite  technology  to  next  generation 

airliners.  Improving  performance.  And  reducing  operating  costs. 


NORTHROP 

Making  advanced  technology  work 

1840  Century  Park  East,  Los  Angeles,  CA  90067-2199  USA 


How  General  Electric 

Credit  Corporation  gave  a 

computer  company  a  bigger  bite 

of  the  retail  market 

And  two  other  examples  of  faith  and  financing  that  have  made 
GE  Credit  number  one  in  diversified  finance  services 


'  '  ©-AM-fiS^'1 


1. 


How  GE  Credit  experts 

put  together  a 

consumer  financing 

program  for  Apple  in 

four  weeks 


apple  computer  is  so  demand- 
ing, that  when  it  wanted  a  con- 
sumer credit  financing  program 
to  help  sustain  its  phenomenal 
growth,  only  GE  Credit  in  com- 
petition with  a  well-known  bank 
filled  the  bill. 

Here  was  the  challenge: 

1.  Design  a  credit  financing  sys- 
tem exclusively  for  Apple's  au- 
thorized retailers  representing 
over  2,200  stores. 

2.  Provide  instant  consumer 
authorization  in  every  Apple  store 
across  the  nation. 

3.  Provide  a  credit  program 
which  would  enable  buyers  to  pur- 
chase Apple  computers  and  com- 
patible hardware  and  software 
components  without  drawing  on 
their  other  lines  of  credit,  includ- 
ing standard  credit  cards. 

4.  Help  design  a  distinctive 
credit  card  for  customers. 

5.  Perform  all  credit,  collection, 

and  account  maintenance 
services  associated  with 
the  Apple  Card,  includ- 
ing credit  processing 
seven  days  a  week. 

6.  Provide  dealers 
with  fast  electronic 
funds  transfer  payments 
to  their  accounts. 

How  well  has 
GE  Credit's  pro- 
gram worked? 
Apple  dealers,  using 
the  credit  card,  closed 
more  business  in  the 
fourth  quarter  of  calendar  1984 
than  in  the  previous  year! 


Si-- 


2, 


Long  relationship 

with  GE  Credit  helps 

developer  build 

his  way  out  of  the 

recession 

andy  wrights  construction  firm 
in  Arizona  has  now  developed 


20  residential  subdivisions  of 
single-family  detached  homes 
priced  in  the  mid-fifties  to  attract 
first-time  buyers. 

GE  Credit  has  now  completely 
funded  six  of  them. 

•  Six  acquisition  and  development 
loans  for  $3.5  million. 

•Over  1,100  single-family  con- 
struction loans  valued  at  $45 
million. 

•  FHA  and  VA  mortgages  valued  at 
over  $50  million. 

Why  has  GE  Credit  been  so 
quick  to  support  this  young 
builder? 

Andy  Wright  offered  fresh,  at- 
tractive, well-designed  homes,  dis- 
played superior  marketing  skills, 
and  was  able  to  price  his  homes 
below  appraised  value  without  sac- 
rificing quality. 

In  early  1983,  Weight  came  to  GE 
Credit  for  acquisition,  develop- 
ment, and  construction  funding  for 
a  new  project.  We,  of  course  lis- 
tened, though  the  building  busi- 
ness was  just  barely  beginning  to 
recover. 

"The  savings  and  loan  people 
tentatively  tendered  variable  rate 
mortgages,"  says  Wright  dryly. 
"Short-term  thinking  was  in 
vogue.  The  usual  sources  of  build- 
ers' money  dried  up.  Some  builders 
just  had  to  pack  it  in." 

But  GE  Credit  felt  that  even 
during  trying  times,  Wright  had 
demonstrated  his  ability  and  we 
backed  him  to  the  hilt. 


3. 


GE  Credit  creates 

$85  million  guideline 

lease  for  geothermal 

project 

eons  ago,  in  what  today  is  the  Im- 
perial Valley  of  California,  the 
earth  separated,  allowing  molten 
rock  to  form  one  thousand  stories 
beneath  the  surface. 

Heat  from  the  molten  rock  kept 
subterranean  waters  boiling  at  360 
degrees.  This  superheated  water,  if 
harnessed,  was  a  source  of  envi- 
ronmentally clean  energy. 

Now,  with  the  aid  of  a  hefty  fi- 
nancial package  from  GE  Credit, 
the  Heber  Geothermal  Company 
will  soon  tap  that  water  to  produce 
52  megawatts  of  electricity  night 


and  day,  power  sufficient  to  sup- 
ply 45,000  Southern  California 
residents  into  the  next  century. 

When  Heber  approached  GE 
Credit,  our  energy  program  fo- 
cused on  two  "firsts"  which  would 
come  to  fruition  when  the  geother- 
mal project  got  off  the  ground,  or 
more  properly,  into  it. 

1.  Heber  would  be  the  first  com- 
mercially funded  power  plant  in 
the  U.S.  utilizing  water-dominated 
geothermal  energy. 

2.  It  would  be  the  first  commer- 
cial geothermal  project  in  the  U.S. 
to  use  the  highly  efficient  dual 
flash  system  of  converting  water 
into  steam. 

So  far  so  good.  But  GE  Credit's 
experts  had  one  vital  question: 
How  long  would  the  supply  of  boil- 
ing water  last? 

Answer:  At  least  30  years,  and 
because  condensate  will  be  in- 
jected deep  into  the  earth  again, 
the  geothermal  field  might  last 
much,  much  longer. 

The  cornerstone  to  any  project 
GE  Credit  undertakes  is  a  thor- 
ough exploration  of  how  to 
contain  risk  without  destroy- 
ing the  inventiveness  of  the 
project. 

We  then  gave  Heber  an  $85  million 
deal,  consisting  of  a  two-year  float- 
ing rate  construction  loan  to  be  fol- 
lowed by  a  15-year  single  investor 
guideline  lease. 

To  find  out  how  we  do  it,  mail 
the  coupon.  Or  call  800-243-2222 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road, 
Stamford,  Connecticut  06902 
Please  send  me  your  information  kit 
describing  25  additional  financial 
packages  and  "Guide  Through  the 
Leasing  Maze." 
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336     384 

Scott  Paper 

3,322 

22.0 

391 

363 

Penn  Central 

2,766 

-3.7 

446 

378 

FMC 

2,400 

-13 

337     339 

Florida  Progress 

3,315 

5.6 

392 

413 

Northwestern  Finl 

2,756 

10.7 

447 

494 

Citizens  Southern  SC 

2,398 

16 

338       ■ 

American  Continental 

3,302 

291.0 

393 

421 

Sumitomo  Bank  Cal 

2,752 

12.1 

448 

466 

Hercules 

2,389 

9 

339     329 

Torchmark 

3,297 

2.5 

394 

365 

First  Oklahoma  Bncp 

2,733 

-4.5 

449 

392 

Nicor 

2,385 

-11 

340     313 

Coastal  Corp 

3,296 

-1.3 

395 

354 

Pillsbury 

2,732 

-2.1 

450 

342 

Warner  Comm 

2,380 

-23 

341     335 

General  Mills 

3,285 

3.8 

396 

410 

Combined  Intl 

2,721 

8.2 

451 

456 

Air  Prods  &  Chems 

2,378 

5 

342     362 

Equitable  Bancorp 

3,271 

13.8 

397 

420 

Marine 

2,717 

10.7 

452 

437 

Portland  Genl  Elec 

2,374 

1 

343     349 

CBS 

3,262 

9.1 

398 

442 

Zions  Utah  Bancorp 

2,711 

17.3 

453 

■ 

Bank  South 

2,371 

24 

344     381 

Arizona  Banc  west 

3,251 

17.8 

399 

483 

Ralston  Purina 

2,701 

28.7 

454 

■ 

Northwestern  Natl 

2,368 

46 

345     347 

Bristol-Myers 

3,249 

8.0 

400 

398 

Jim  Walter 

2,693 

2.1 

455 

■ 

Fifth  Third  Bancorp 

2,363 

27 

346     287 

Pennzoil 

3,243 

-9.5 

401 

419 

Colorado  Natl  Pnkshs 

2,692 

9.3 

456 

489 

Merchants  National 

2,354 

13 

347     407 

Archer  Danls  Midland 

3,231 

6.1 

402 

434 

First  Virginia  Banks 

2,687 

13.9 

457 

■ 

Holiday  Inns 

2,348 

21 

348     333 

Dresser  Industries 

3,213 

1.0 

403 

432 

Commerce  Union 

2,686 

13.4 

458 

465 

Union  National 

2,344 

7 

349     393 

Citizens  Fidelity 

3,206 

20.2 

404 

375 

Murphy  Oil 

2,685 

-4.4 

459 

457 

Manville 

2,339 

3 

350     334 

SmithKline  Beckman 

3,194 

0.8 

405 

423 

Horizon  Bancorp 

2,685 

10.6 

460 

486 

Amer  Broadcasting 

2,335 

11 

351     374 

Central  Bancorp 

3,190 

13.0 

406 

415 

CPC  International 

2,683 

8.1 

461 

439 

US  Trust 

2,326 

-0 

352    353 

Owens-Illinois 

3,183 

8.4 

407 

424 

Allied  Stores 

2,676 

10.3 

462 

480 

RH  Macy 

2,318 

10 

353     373 

Abbott  Laboratories 

3,173 

12.4 

408 

438 

Natl  Bancshares  Texas 

2,666 

13.6 

463 

461 

Revlon 

2,311 

4 

354     358 

Kimberly-Clark 

3,173 

9.3 

409 

357 

Pan  Am  Corp 

2,645 

-9.1 

464 

433 

FW  Woolworth 

2,311 

-2 

355     372 

Lockheed 

3,166 

11.9 

410 

452 

Humana 

2,644 

16.4 

465 

■ 

Georgia  Federal  Bank 

2,311 

1 

356     355 

Cincinnati  G&E 

3,131 

6.9 

411 

451 

Valley  Federal  S&L 

2,636 

16.0 

466 

469 

Toledo  Trustcorp 

2,301 

7 

357     359 

Centran 

3,116 

8.0 

412 

405 

Firestone 

2,627 

1.9 

467 

■ 

Dun  &  Bradstreet 

2,288 

37 

358     336 

Uslife 

3.10S 

-1.6 

413 

440 

Old  Stone 

2,625 

13.4 

468 

454 

Dauphin  Deposit 

2,285 

1 

359     364 

Celanese 

3,104 

8.2 

414 

406 

BF  Goodrich 

2,622 

1.8 

469 

■ 

American  Standard 

2,277 

40 

360     481 

BancOklahoma 

3,065 

45.7 

415 

450 

Time  Inc 

2,615 

15.0 

470 

474 

Mercantile  Bankshrs 

2,275 

7 

361     386 

Sara  Lee 

3.053 

12.2 

416 

449 

Eaton 

2,612 

14.6 

471 

485 

Fanners  Group 

2,275 

1, 

362    366 

May  Dept  Stores 

3,047 

7.1 

417 

400 

Inland  Steel 

2,608 

-0.7 

472 

470 

So  New  England  Tel 

2,270 

6- 

363    379 

Central  Bancshares 

3,038 

9.7 

418 

■ 

Ethyl 

2,599 

10.3 

473 

494 

RIHT  Financial 

2,265 

10 

364    370 

General  Dynamics 

3,035 

7.0 

419 

414 

Public  Service  NM 

2,599 

4.5 

474 

475 

Western  Union 

2,259 

6- 

365     343 

American  Home  Prod 

3,033 

-1.7 

420 

324 

Equimark 

2,594 

-20.3 

475 

485 

Dana 

2,257 

7' 

366     409 

Emerson  Electric 

2,988 

18.6 

421 

445 

Deposit  Guaranty 

2,587 

12.7 

476 

■  Downey  Savings  &  Loan 

2,253 

20 

367     380 

Moore  Financial 

2,980 

7.7 

422 

395 

Colgate-Palmolive 

2,568 

-3.6 

477 

464 

Upjohn 

2,248 

2 

368     389 

Central  Fidelity  Bks 

2,951 

9.2 

423 

431 

Union  Camp 

2,567 

7.8 

478 

500 

Boston  Edison 

2,247 

12 

368     367 

San  Diego  Gas  &  Elec 

2,951 

3.9 

424 

488 

Public  Service  NH 

2,565 

23.0 

479 

492 

First  Empire  State 

2,242 

8- 

370    397 

United  Missouri  Bshs 

2,922 

10.7 

425 

■ 

Natl  Medical  Entrprs 

2,557 

14.4 

480 

■ 

Wal-Mart  Stores 

2,229 

34  J 

371     418 

Fin  Corp  Santa  Barbara 

2,912 

18.2 

426 

430 

Times  Mirror 

2  55^ 

7.2 

481 

490 

City  National 

2,225 

7 

372    404 

Suburban  Bancorp 

2,906 

12.6 

427 

425 

HJ  Heinz 

2,552 

5.4 

482 

383 

Martin  Marietta 

2,224 

-18 

373     411 

Marriott 

2,905 

16.1, 

428 

331 

Intl  Harvester 

2,545 

-20.8 

483 

477 

Whitney  Holding 

2,223 

4 

374     356 

Warner-Lambert 

2,900 

-0.7 

429 

416 

Gelco 

2,541 

3.2 

484 

463 

Burlington  Inds 

2,216 

0 

375     368 

Utah  Power  &  Light 

2,900 

2.2 

430 

■ 

Wang  Laboratories 

2,540 

32.4 

485 

473Puget  Sound  Power  &  Lt 

2,212 

4 

376     376 

Potomac  Elec  Power 

2,894 

3.1 

431 

426 

Crown  Zellerbach 

2,533 

5.1 

486 

479 

Textron 

2,210 

5 

377    385 

Borden 

2,884 

6.0 

432 

4.58 

North  Amer  Philips 

2,518 

11.8 

487 

487 

Mead 

2,205 

5! 

378    382 

Trans  World  Airlines 

2,879 

5.1 

432 

428 

Schering-Plough 

2,518 

5.0 

488 

441 

Ingersoll-Rand 

2,203 

-4: 

379     427 

Toledo  Edison 

2,865 

19.3 

434 

408 

GATX 

2,514 

-0.7 

489 

471 

Oklahoma  Gas  &  Elec 

2,202 

3 

380    394 

Public  Service  Colo 

2,862 

7.4 

435 

459 

Affiliated  Bshs  Colo 

2,510 

11.6 

490 

■ 

Dallas  Federal  Find 

2,196 

25 

381     462 

Citadel  Holding 

2,845 

28.9 

436 

403 

Combustion  Eng 

2,508 

-3.0 

491 

■ 

Midwest  Finl  Group 

2,177 

45. 

382     429 

Guarantee  Finl  Cal 

2,843 

18.8 

437 

435 

Scana 

2,500 

6.0 

492 

■ 

Peoples  Bancorp 

2,173 

9. 

383     417 

Walt  Disney 

2,824 

14.5 

438 

■ 

First  Columbia  Finl 

2,499 

54.9 

493 

■ 

First  Citizens 

2,167 

12. 

384       ■ 

Amer  Medical  Intl 

2,811 

NA 

439 

388 

United  Energy  Res 

2,495 

-8.0 

494 

■ 

Kansas  Gas  &  Elec 

2,151 

20. 

385     455 

Ryder  System 

2,810 

24.5 

440 

436 

Centel 

2,478 

5.4 

495 

■ 

Squibb 

2,134 

9. 

386     422 

Transohio  Finl 

2,797 

14.3 

441 

412 

Wisconsin  Elec  Power 

2,469 

-  0  9 

496 

485 

Newmont  Mining 

2,133 

2. 

387     401 

Borg-Warner 

2,783 

6.3 

442 

448 

Amer  Hospital  Supply 

2,461 

8.0 

497 

■ 

Great  Lakes  Fed  S&L 

2,121 

19. 

388     399 

First  Natl  Cine 

2,780 

5.6 

443 

467 

Campbell  Soup 

2,439 

12.2 

498 

■ 

Sunwest  Financial 

2,112 

8. 

389     391 

Farm  &  Home  Savings 

2,778 

3.1 

444 

447 

Avon  Products 

2,438 

6.6 

499 

468 

Baker  International 

2,093 

-3. 

390     402 

First  Hawaiian 

2,772 

6.4 

445 

491  Kansas  City  Power  &  Lt 

2,425 

17.1 

500 

■ 

Union  Trust  Bancorp 

2,090 

21. 

■  Not  on 

500  list  in  1983.    NA:  not  available. 
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Kenworth's  newT600A.  Built  with  a  sense  of  responsibility  to  the  people  who  rely  on  Kenworth 
trucks  to  make  a  living.  More  fuel  efficient,  more  maneuverable, 
more  comfortable  and  more  productive.  Contact  vour  Kenworth 
dealer  or  call  800-426-0894. 
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The  Gulf  stream 


Apparently,  the  return 
more  than  justifies 
the  investment. 


It  is  no  secret  that  buying  a  new  business  jet 
represents  a  substantial  investment. 

It  is  also  no  secret  that  for  the  last  two  or  three 
years,  many  corporate  commitments  for  new  air- 
planes have  been  tabled  until  the  economic  picture 
became  a  little  clearer. 

That  is  easy  to  understand. 

Investing  in  a  new  airplane  is  no  different  than 
investing  in  a  new  production  facility,  a  new  data 
processing  system,  a  new  product  development 
program,  or  a  new  anything  else. 

You  don't  do  it  unless  you  see  it  as  a  way  to  help 
improve  the  bottom  line. 

And  until  you  think  the  time  is  right. 

With  that  in  mind,  it  is  interesting  to  reflect  on 
the  fact  that  we  delivered  the  first  Gulfstream  III 
in  1980,  and  have  continued  to  write  contracts  for 
this  remarkable  airplane  that  now  total  over  150. 

We  even  increased  our  rate  of  production  to 
meet  the  demand. 

All  this  leads  us  to  conclude  that  businessmen 
who  think  about  things  like  bottom  lines  and 
returns  on  investment  have  satisfied  themselves 
that  the  Gulfstream  III  is  going  to  earn  its  keep. 

It  also  suggests  that  an  investment  in  the 
Gulfstream  III  is  apparently  considered  a  prudent 
application  of  corporate  resources  just  about 
any  time. 

Certainly  no  other  long  range  executive  jet  cur- 
rently in  production  approaches  the  level  of  accep- 
tance the  Gulfstream  III  enjoys  among  the  world's 
most  successful  companies. 

For  instance,  among  the  five  largest  U.S.  indus- 
trial corporations  ranked  by  Fortune  Magazine 
there  are  8  Gulfstream  Ills  in  service  or  on  order. 

Not  every  company  that  owns  and  operates  a 
Gulfstream  III  is  an  industrial  giant,  however. 

Another  33  are  being  operated  or  are  on  order 
by  nine  major  U.S.  banks,  financial  service  and 
insurance  companies;  six  aerospace  corporations; 
three  of  America's  best  known  retailing  concerns; 
six  of  the  world's  most  influential  publishing  orga- 
nizations; and  8  companies  whose  packaged  goods 
products  are  household  names. 

The  point  is  that  investments  being  made  in 
the  Gulfstream  III  cut  across  a  wide  range  of 
enterprises. 

Their  sizes  vary.  Their  business  objectives  and 
strategies  are  diverse.  Their  financial  management 
philosophies  differ.  Certainly  their  requirements 


for  air  travel  are  not  the  same. 

Still,  they  have  two  things  in  common. 

One  is  that  they  keep  a  watchful  eye  on  the 
bottom  line. 

They  do  that  because  they  want  to  stay  in 
business. 

The  other  is  that  they  operate  Gulfstream  Ills. 
That,  they  don't  have  to  do. 

There  is  no  lack  of  available  business  aircraft, 
in  all  sizes  and  price  ranges,  and  all  of  them  do 
exactly  the  same  thing:  fly  people  from  one.  place 
to  another. 

So  why  has  the  Gulfstream  III  been  virtually 
the  only  executive  jet  transport  that  forward  look- 
ing corporations — and  governments,  too — have 
continued  to  acquire  at  a  steady  pace  during  these 
uncertain  times? 

The  answer  has  to  be  the  Gulfstream  III  itself. 

It  is  universally  regarded  as  a  superlative  product 
with  superior  performance.  It  is  capable  of  flying 
8  passengers  and  baggage  over  4,200  statute  miles 
non-stop  in  about  8.5  hours.  Still,  it  can  fly  short 
trips  into  and  out  of  smaller  airports  just  like  smaller 
jets.  No  other  business  jet  is  so  versatile. 

It  is  big,  roomy,  comfortable.  No  other  business 
jet  flying  today  has  a  cabin  equal  in  size  or  environ- 
ment to  the  one  in  the  Gulfstream  III. 

It  is  supremely  reliable,  utterly  dependable.  The 
ability  of  Gulfstream  executive  jets  to  go  and  keep 
going  with  only  routine  maintenance  is  almost  leg- 
endary. They've  proven  it  in  more  than  2  million 
flight  hours,  operating  into  every  corner  of  the 
world.  No  other  business  jet  is  so  experienced. 

It  is  simply  an  airplane  that  does  everything  well. 

Superior  quality. 

Superior  performance. 

Those  are  the  characteristics  you  look  for  in 
any  good  investment. 

Those  are  the  characteristics  you  find  in  the 
Gulfstream  III. 

Let's  talk  more  about  it.  Get  in  touch  with 
Henry  M.  Stumpf,  Jr.,  Senior  Vice  President, 
Gulfstream  Marketing. 

His  number:  (912)  964-3274. 

His  address:  Gulfstream  Aerospace  Corpora- 
tion, P.O.  Box  2206,  Savannah,  Georgia  31402 
U.S.A. 

Is  the  timing  right? 

There  never  has  been       ml  a 
a  bad  time  to  make  a  ^wwwA 

good  investment.  Gulfstream 

Aerospace 


©Gulfstream  Aerospace  Corporation.  Member  GAMA 


What  makes  you  feel  like  dancing? 
United  Telecom  asked  Bob  Fosse. 
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Following  are  excerpts 
from  an  exclusive 
United  Telecom  interview 
with  stage  and  film 
director  Bob  Fosse. 


1  guess  people  dance  for  every 
reason — to  make  it  rain,  to  make 
one  fertile,  to  pray.  It's  a  wonder- 
ful way  of  getting  rid  of  anxieties.  If 
everybody  danced,  we'd  need  fewer 
psychoanalysts. 

How  do  you  create  a  dance? 

I  get  in  front  of  a  mirror  and  start 
shuffling  around,  trying  moves  on 
myself.  Then  I  bring  in  a  pianist 
and  dancers  and  go  from  there. 

Can  you  write  it  down? 

There  is  a  formal  notation  but  I've 
never  mastered  it.  I  make  notes  like 
"use  the  leg  step  from  Pippin  with 
the  arm  move  from  Chicago."  One 
of  the  sad  things  is  you  can't  preserve  a 
show.  Dancing  the  most  popular  show  I 
ever  did,  now  depends  on  the  collective 
memory  of  the  people  I've  worked  with. 
I  used  to  know  every  finger  movement 
but  it's  gone. 

So,  a  show  constantly  changes? 

Unfortunately,  yes.  You  build  a  cast  emo- 
tionally, psychologically,  physically  to  a 
peak  for  opening  night.  After  that,  things 
creep  in  you  can't  control  .  .  .  say  your 
best  dancer  gets  pregnant.  The  audience 
still  sees  a  good  show  that's 
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maybe  90  percent  but  I  feel  guilty 
because  I  know  what  it  is  at  99  percent. 

What  about  films? 

Well,  at  least  the  performance  won't 
change  from  night  to  night.  It's  all  there 
on  the  screen  but  the  pressure  in  making 
a  film  is  unbelievable.  You  can't  come 
back  tomorrow  and  fix  it. 


United  Telecom 


Can  you  be  creative  in 
movies  today? 

Yes,  of  course,  but  it's  not  easy.  Mak- 
ing movies  is  so  expensive  it  tends  to 
remove  the  sense  that  you  should 
take  chances.  It  heads  you  down 
that  dangerous  "success"  road  where 
you  stop  doing  new  things.  There  is  a 
fine  line  between  a  movie  that  com- 
municates and  one  that  turns  an  audi- 
ence off.  The  best  are  those  that 
entertain  but  also  have  something 
to  say. 


Dancer,  choreographer, 
director  Bob  Fosse,  is  one 
of  show  business's  most 
versatile  and  highly  acclaimed  com- 
municators. We're  happy  to  be  able 
to  share  his  thoughts. 

Communication  is  our  business.  We've 
been  providing  telecommunications 
services  since  the  1890s.  Now,  we've 
-created  a  new  company,  US  Telecom, 
to  compete  in  the  rapidly  growing 
intercity  communications  market.  We're 
building  a  23,000-mile  nationwide  fiber 
optic  network  to  give  US  Telecom  the 
highest  possible  quality  for  its  full  range 
of  voice,  data  and  video  services. 

With  more  than  5  billion  dollars 
in  assets,  we  have  a  large  and  growing 
stake  in  serving  one  of  man's  most 
basic  needs.  The  need  to  communicate. 

For  more  information  and  reprints 
of  our  ad  series,  write  D.F.  Forsythe, 
United  Telecom,  Box  11315,  Kansas  City, 
MO  64112. 


MARKET 
VALUE 


Two  factors  are  at  work  on  this  list: 
the  performance  of  the  stock  market  and 
the  temptation  of  corporate  treasurers  to 
substitute  debt  for  equity. 


BRINGING  UP  THE  REAR  On  OUr 
list  this  year,  and  bucking  the 
trend  with  a  valiant  16.6% 
gain  in  market  value,  is  Idaho  Power 
Co.  It  pays  a  steadily  rising  dividend 
generated  by  its  16  hydro  plants,  and 
it  doesn't  have  any  nuclear  reactors. 
Wall  Street  loved  it  last  year. 

But  for  the  market  in  general, 
1984  was  not  pleasant.  The  total  value  of  this  500  list  in 
December  was  an  emaciated  $1.27  trillion,  off  $50  billion 
from  the  previous  year's  list.  What  happened? 

One  of  the  most  important  factors  in  market  valuation 
is  earnings  growth,  which  was  less  than  sparkling  (see  p. 
174).  But  something  else  is  going  on  here.  Without  it,  the 
change  in  total  market  value  would  have  been  flat  to 
slightly  positive.  And  that  factor  is  the  recapitalization  of 
corporate  America. 

Look  at  Teledyne  (number  108),  with  a  15.5%  decline  in 
market  value  of  outstanding  stock.  It  pays  no  dividend,  but 


Rank 
1984    1983 

Company 

Market 
value 

($mil) 

% 

change 

over 

1983 

1          1 

IBM 

75,437 

1.2 

2         3 

Exxon 

35,237 

11.4 

3         4 

General  Electric 

IS,  75  7 

-3.4 

4         5 

General  Motors 

24,723 

5.6 

5         2 

American  Tel  &  Tel 

20,235 

17.2 

all  in  the  form  of  appreciation.  Tele- 
dyne  bought  in  almost  half  its  out- 
standing stock,  nearly  doubling 
long-term  debt  to  pay  for  the  stock. 
Done  properly,  share  repurchases 
cut  a  company's  tax  bill  (interest  is 
deductible),  while  increasing  earn- 
ings per  share  for  the  remaining 
stock.  And  when  repurchases  suc- 
ceed in  boosting  the  stock  price,  the  shareholders  do  well, 
too.  Long-term  capital  gains  are  taxed  more  favorably  than 
dividends. 

The  same  debt-for-equity  exchange  takes  place  when 
one  oil  company  borrows  money  to  buy  the  equity  of 
another  oil  company.  The  tax  bill  of  the  combined  entity 
goes  down.  That  makes  mergers  feasible  even  when  they 
will  add  nothing  to  economic  efficiency. 

Salomon  Brothers  estimates  that  $98  billion  was  with- 
drawn from  the  pool  of  corporate  equity  in  1984,  indicat- 
ing that  repurchases  and  cash  takeovers  exceeded  new 


its  stockholders  had  a  very  good  year,  with  a  47%  return,     stock  issues  by  about  that  amount. 


Winners 

Losers 

The 

largest  increase  in  market  value. 

The  largest  decrease  in  market  value. 

Rank 
1984         1983 

Market 
value 
Company                           (Smil) 

% 

change 

over 

1983 

Market 
Rank                                                                                value 
1984         1983                            Company                            (Smil) 

% 

change 

over 

1983 

246         424 

Data  General                       1,449 

71.2 

492 

251                                        Armco                         654 

-52.7 

262         448 

IC  Industries                      1,346 

68.5 

152 

62                                          Tandy                      2,140 

-52.5 

38           76 

Digital  Equipment                      6,489 

57.9 

192 

92            MCI  Communications                       1,760 

-47.8 

176         300 

Penn  Central                       1,881 

57.5 

366 

195                               Levi  Strauss                         932 

-46.6 

316         494 

NCNB                       1,099 

55.3 

182 

95               Baxter  Travenol  Labs                       1,855 

-43.4 
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Rank 

1984    1983 

Company 

Market 
value 
($mil) 

% 

change 

over 

1983 

Rank 

1984    1983 

Company 

Market 
value 

ISmil) 

% 

change 

over 

1983 

Rank 

1984   1983 

Company 

Market 
value 

($mil) 

°/ 

cha 

ov 

19! 

6       10 

Shell  Oil 

17,195 

39.1 

61 

73 

K  mart 

4,405 

5.2 

116 

99 

Goodyear 

2,769 

-13 

7         6 

Standard  Oil  Indiana 

14,352 

-3.2 

62 

68 

United  Technologies 

4,400 

1.5 

117 

103 

BankAmerica 

2,746 

-12 

8         9 

EI  Du  Pont 

11,861 

-4.5 

63 

55 

Smithkline  Beckman 

4,142 

-12.0 

118 

142 

Warner-Lambert 

2,740 

15 

9         7 

Seats,  Roebuck 

11,481 

-12.8 

64 

33 

ITT 

4,105 

-33.4 

119 

113 

Litton  Industries 

2,725 

-7 

10         8 

Eastman  Kodak 

11,184 

-11.3 

65 

81 

Dart  &  Kraft 

4,081 

11.7 

120 

114 

International  Paper 

2,691 

-8 

11       12 

Mobil 

11,059 

-5.5 

66 

87 

PepsiCo 

4,026 

12.5 

121 

140 

Occidental  Petroleum 

2,687 

12 

12       11 

Chevron 

10,691 

-9.5 

67 

44 

Motorola 

4,009 

-25.3 

122 

104 

Dow  Jones 

2,685 

-13 

13       14 

Atlantic  Richfield 

10,407 

-3.7 

68 

107 

American  Elec  Power 

4,007 

30.1 

123 

116 

TRW 

2,669 

-7 

14       21 

BellSouth 

10,170 

25.0 

69 

97 

Consolidated  Edison 

3,994 

23.8 

124 

122 

General  Foods 

2,664 

-0 

15       13 

Standard  Oil  Ohio 

9,868 

-11.0 

70 

93 

Chrysler 

3,887 

15.5 

125 

91 

NCR 

2,653 

-21 

16       19 

Philip  Morris 

9,787 

9.1 

71 

65 

Weyerhaeuser 

3,782 

-14.9 

126 

147 

FPL  Group 

2,646 

16 

17       17 

Procter  &  Gamble 

9,530 

0.7 

72 

102 

Gannett 

3,768 

19.7 

127 

149 

Middle  South  Utils 

2,601 

17 

18       16 

Minn  Mining  &  Mfg 

9,144 

-5.5 

73 

49 

Texas  Oil  &  Gas 

3,757 

-25.0 

128 

105 

Time  Inc 

2,598 

N 

19       15 

Hewlett-Packard 

8,702 

-19.8 

74 

78 

Norfolk  Southern 

3,689 

-7.1 

129 

118 

Merrill  Lynch 

2,594 

-9 

20       23 

Ford  Motor 

8,491 

9.5 

75 

86 

Aetna  Life  &  Cas 

3,648 

1.8 

130 

66 

Union  Carbide 

2,589 

-41 

21       20 

GTE 

8,297 

-0.5 

76 

54 

Xerox 

3,632 

-22.9 

131 

146 

Burroughs 

2,574 

12 

22       25 

Coca-Cola 

8,160 

11.9 

77 

85 

Signal  Cos 

3,616 

0.7 

132 

101 

Beatrice 

2,563 

-18 

23       27 

American  Express 

8,158 

17.2 

78 

51 

Wang  Laboratories 

3,599 

-26.6 

133 

132 

Georgia-Pacific 

2,563 

2 

24       18 

Texaco 

8,110 

-12.7 

79 

75 

AMP 

3,596 

-12.3 

134 

175 

Dominion  Resources 

2,516 

37 

25       31 

Bell  Atlantic 

8,007 

27.0 

80 

84 

CSX 

3,590 

-0.7 

135 

127 

Federated  Dept  Stores 

2,510 

-3 

26       24 

American  Home  Prod 

7,676 

-0.8 

81 

96 

American  Brands 

3,539 

8.7 

136 

136 

Kellogg 

2,463 

-0 

27       32 

Amer  Info  Technol 

7,529 

20.9 

82 

72 

JC  Penney 

3,449 

-18.0 

137 

137 

American  Cyanamid 

2,435 

-0 

28       34 

Nynex 

7,462 

25.6 

83 

69 

Monsanto 

3,444 

-20.0 

138 

157 

Philadelphia  Electric 

2,414 

17 

29       28 

R|  Reynolds  Inds 

7,441 

8.1 

84 

so 

Burlington  Northern 

3,440 

-6.5 

139 

135 

Sperry 

2,347 

-8 

30       36 

Bristol-Myers 

7,194 

24.9 

85 

110 

Anheuser-Busch  Cos 

3,413 

12.8 

140 

138 

PPG  Industries 

2,300 

-5 

31       39 

Southwestern  Bell 

7,042 

25.1 

86 

117 

Texas  Utilities 

3,391 

17.9 

141 

154 

Humana 

2,279 

8 

32       46 

Phillips  Petroleum 

6,920 

30.9 

87 

82 

Raytheon 

3,385 

-7.3 

142 

134 

General  Mills 

2,253 

-7 

33       45 

Pacific  Telesis  Group 

6,890 

28.5 

88 

90 

Hospital  Corp  of  Am 

3,325 

-2.3 

143 

162 

Campbell  Soup 

2,243 

14 

34       38 

Pfizer 

6,792 

19.1 

89 

120 

JP  Morgan 

3,279 

19.6 

144 

179 

Houston  Industries 

2,238 

23 

35       43 

US  West 

6,791 

26.4 

90 

151 

GD  Searle 

3,219 

48.7 

145 

182 

Detroit  Edison 

2,225 

24 

36       29 

Merck 

6.77K 

1.4 

91 

98 

Cigna 

3,201 

-0.2 

146 

131 

Diamond  Shamrock 

2,216 

-11 

37       22 

Johnson  &  Johnson 

6,605 

-15.5 

^92 

56 

Intel 

3,187 

-32.1 

147 

155 

Kimberly-Clark 

2,177 

5 

38       76 

Digital  Equipment 

6,489 

57.9 

93 

123 

Travelers 

3,155 

18.7 

148 

152 

McGraw-Hill 

2,151 

1 

39       40 

Unocal 

6,427 

17.0 

94 

53 

Halliburton 

3,092 

-35.3 

149 

163 

CBS 

2,151 

9 

40      37 

Tenneco 

5,515 

-3.5 

95 

111 

Dayton-Hudson 

3,056 

1.5 

150 

180 

Upjohn 

2,150 

19 

41       71 

Boeing 

5,505 

29.8 

96 

143 

Pub  Svc  Elec  &  Gas 

3,011 

28.7 

151 

188 

Marsh  &  McLennan 

2,143 

21 

42       42 

Wal-Mart  Stores 

5,310 

-2.7 

97 

108 

General  Dynamics 

3,003 

-2.0 

152 

62 

Tandy 

2,140 

-52 

43       30 

Dow  Chemical 

5,228 

-20.0 

98 

83 

Alcoa 

3,002 

-17.4 

153 

148 

Waste  Management 

2,138 

-3 

44       48 

Sun  Company 

5,195 

2.2 

99 

63 

Caterpillar  Tractor 

3,001 

-33.3 

154 

184 

Central  &  South  West 

2,130 

19 

45       64 

Pacific  Gas  &  Elec 

5,189 

16.1 

100 

124 

Ralston  Purina 

2,986 

14.3 

155 

169  Capital  Cities  Commun 

2,118 

12 

46       41 

Abbott  Laboratories 

5,020 

-8.4 

101 

128 

Nabisco  Brands 

2,972 

14.2 

156 

125 

RH  Macy 

2,088 

-20 

47       88 

Dun  &  Bradstreet 

4,990 

NC 

102 

119 

RCA 

2,964 

4.3 

157 

115 

Amer  Hospital  Supply 

2,087 

-28 

48       58 

American  Intl  Group 

4,961 

6.3 

103 

109 

Honeywell 

2,955 

-3.0 

158 

166 

Toys  "R"  Us 

2,074 

8 

49       67 

Commonwlth  Edison 

4,912 

13.0 

104 

94 

Texas  Instruments 

2,942 

-11.7 

159 

190 

Colgate-Palmolive 

2,065 

17 

50      59 

Citicorp 

4,893 

5.8 

105 

133 

Duke  Power 

2,933 

17.2 

160 

209 

»        Champion  Intl 

2,064 

30 

51       77 

Southern  Calif  Edison 

4,836 

20.8 

106 

121 

HJ  Heinz 

2,927 

11.1 

161 

204  Niagara  Mohawk  Power 

2,030 

23 

52       60 

Emerson  Electric 

4,764 

4.6 

107 

144 

McDonnell  Douglas 

2,892 

26.3 

162 

141 

Amerada  Hess 

2,019 

-15 

53       70 

Eli  Lilly 

4,722 

11.0 

108 

89 

Teledyne 

2,880 

-15.5 

163 

126 

Deere 

2,018 

-22 

54       79 

Southern  Company 

4,720 

25.5 

109 

139 

Squibb 

2,878 

19.0 

164 

181 

United  Telecom 

2,008 

12 

55       61 

Phibro-Salomon 

4,634 

2.1 

110 

106 

General  Re 

2,874 

-7.0 

165 

145 

Gulf  &  Western  Inds 

1,991 

-5 

56       50 

Santa  Fe  Southern 

4.612 

-7.6 

111 

112 

Allied  Corp 

2,865 

-S9 

166 

193 

Pennzoil 

1,988 

13 

57       35 

Union  Pacific 

4,609 

-20.9 

112 

159 

Loews 

2,853 

40.7 

167 

177 

Walt  Disney 

1,977 

8 

58       52 

Westinghouse  Electric 

4,566 

-4.7 

113 

130 

Lockheed 

2,846 

12.6 

168 

176 

Melville 

1,969 

7 

59       74 

McDonald's 

4,510 

7.8 

114 

100 

United  States  Steel 

2,800 

-11.9 

169 

165 

Marriott 

1,951 

1 

60       47 

Rockwell  Intl 

4,491 

-12.1 

115 

129 

Times  Mirror 

2,775 

7.8 

170 

173 

CPC  International 

1,943 

4 

NC:  not  comparable. 
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Canon  adds  the  AP 100. 
For  people  who  want  a  lot  of  productivity, 

not  a  lot  of  size. 


If  you've  always  wanted  an  electronic  typewriter  for  your  office  but  found  its  large  size  and  large 
price  too  much  to  handle,  Canon  has  the  perfect  typewriter  for  you. 

Introducing  the  AP  100.  The  full-fledged  electronic  office  typewriter  that's  not  only  compact  in  size 
but  compact  in  price  as  well. 

With  the  AP  100  you  can  have  everything  you've  always  wanted.  Like  a  one-line  correction 
memory  for  clear,  error-free  typing,  snap-in  daisy  wheel  for  a  choice  of  letter-quality  typefaces,  and  time- 
saving  automatic  features.  It's  quiet,  too.  So  you  can  type  without  everyone  hearing  about  it. 

And  for  the  growing  office,  the  AP  100  has  plug-in  capability  to  Canon's  word  processors  and 
personal  computers.  You  see,  you  don't  have  to  work  in  a  big  office 
to  get  the  advantages  of  electronic  typing.  \bu  just  have  to 
get  the  AP  100.  If  s  as  professional  as  you  are. 

Or  if  your  office  demands  a  bit  more  of  a  typewriter, 
consider  the  AP  150  with  a  2,000-character  memory 
(expandable  to  10,000  characters)  that  lets  you 
store  a  full  page  of  text.  And  a  big  30-character 
display  that  catches  errors  before 
they  are  printed. 

The  AP  100  and  AP  150  from  Canon. 
The  fastest  growing  name  in 
office  typewriters  keeps  on  growing. 

For  more  information,  call 
1-800-323-1717,  ext.  301.  (In  Illinois, 
call  1-800-942-8881,  ext.  301.) 

Canon' 


THE  FASTEST  GROWING  NAME 
IN  OFFICE  TYPEWRITERS. 

Canon  U.S.A.,  Inc.,  One  Canon  Plaza,  Lake  Success,  MY  11042. 
©1985  Canon  USA,  Inc. 
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OUR  COMPUTING 
WORK  STATION 
IS  PART  OF  A 
PROFITABLE 
DECISION 

Decision  Data  products  like  the  Computing  Work  Station 
helped  increase  revenues  42%  in  1984.  With  total  sales  of  $  147  mil- 
lion. And  net  income  rose  to  $7.9  million  or  $1.02  per  common  share 
This  kind  of  performance  shows  why  Decision  Data  has  been  ranked 
by  several  authorities  as  one  of  the  best  growth  companies  in 
America. 

When  everyone  else  in  the  computer  industry  began  to 
grind  out  copies  of  a  well-known  personal  computer,  Decision  Data 
decided  upon  something  more  original:  the  Computing  Work  Station  i 
—  a  CRT  terminal  for  the  IBM  34/36/38  and  a  personal  computer 
combined  It's  a  dual-purpose  device  that  combines  the  power  of  on 
line  computing  with  the  freedom  of  independent  processing.  For  less 
money.  And  in  less  space. 

The  Computing  Work  Station  will  also  do  something  else  foi 
you.  It  shows  you  how  Decision  Data  has  maintained  its  high  level  of 
growth  for  so  long.  We've  grown  because  we  sell  more  work  stations, 
printers  and  other  peripherals  compatible  with  the  most  popular 
business  computer  systems  than  any  other  company.  Because  we 
have  International  Computerized  Telemarketing,  Inc.,  a  direct- 
marketing  affiliate.  And  because  we  also  have  a  very  successful 
service  organization,  Decision  Data  Service  Inc.,  for  servicing  our 
equipment  and  other  companies'  as  well.  Growing  so  fast  in  the 
maintenance  business  that  we've  just  made  it  a  subsidiary. 
For  more  information  on  our  products  or  a  copy 
of  our  most  recent  financial  statement,  write 
**^  Decision  Data  Computer  Corporation,  Dept  CL, 

^/  400  Horsham  Road,  Horsham,  Pennsylvania 

19044-0996  or  call  us  at  (215)674-33  ' 


Decision 
Data 

Computer 
Corporation 
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The  Forbes  Market  Value  500 

Rank 

84   1983 

Company 

Market 
value 

($mil) 

% 

change 

over 

1983 

Rank 
1984    1983 

Company 

Market 
value 
i$mil) 

% 

change 

over 

1983 

Rank 
1984    1983 

Company 

Market 
value 

l$mil) 

% 

change 

over 

1983 

1     216 

Pillsbury 

1,933 

22.8 

226 

292 

Baltimore  Gas  &  Elec 

1,597 

30.8 

281 

336 

Gulf  States  Utilities 

1,228 

15.1 

2     150 

WR  Grace 

1,929 

-12.1 

227 

235 

Continental  Telecom 

1,595 

6.8 

282 

347 

Safeco 

1,224 

18.7 

3     156 

MCA 

1,928 

-6.1 

228 

253 

Lincoln  National 

1,592 

15.5 

283 

396 

Deluxe  Check  Printers 

1,224 

37.1 

4    200 

Knight-Ridder  News 

1,903 

11.9 

229 

217 

Rohm  &  Haas 

1,582 

0.9 

284 

395 

Mesa  Petroleum 

1,222 

36.6 

5     153 

Borg-Warner 

1,902 

-10.1 

230 

287 

Martin  Marietta 

1,572 

28.0 

285 

250 

Roadway  Services 

1,217 

-12.2 

6    300 

Perm  Central 

1,881 

57.5 

231 

224 

Texas  Eastern 

1,558 

2.4 

286 

334 

Dover 

1,214 

13.2 

7     171 

Security  Pacific 

1,881 

0.2 

232 

302 

Quaker  Oats 

1,557 

31.3 

287 

360 

American  Can 

1,212 

21.0 

8    240 

RR  Donnelley  &  Sons 

1,874 

27.8 

233 

276 

Arizona  Public  Serv 

1,543 

19.4 

288 

365 

Hershey  Foods 

1,210 

22.1 

9     197 

Fort  Howard  Paper 

1,872 

8.5 

234 

248 

PacifiCorp 

1,531 

9.7 

289 

373 

NY  State  Elec  &  Gas 

1,198 

22.7 

0    241 

Perm  Power  &  Light 

1,872 

29.1 

235 

322 

New  York  Times 

1,530 

37.7 

290 

236 

Cooper  Industries 

1,195 

-19.9 

1     172 

Avon  Products 

1,869 

-0.2 

236 

281 

UAL 

1,529 

20.6 

291 

349 

Potomac  Elec  Power 

1,192 

15.9 

2       95 

Baxter  Travenol  Labs 

1,855 

-43.4 

237 

185 

Holiday  Inns 

1,522 

-14.4 

292 

344 

Owens-Illinois 

1,190 

14.8 

3     192 

InterNorth 

1,854 

5.9 

238 

233 

USF&G 

1,506 

0.5 

293 

306 

American  Stores 

1,188 

1.3 

4     183  Archer  Daniels  Midland 

1,845 

3.3 

239 

212 

Dana 

1,498 

-5.3 

294 

408 

American  Standard 

1,188 

37.3 

5     205 

Amer  Broadcasting 

1,835 

12.5 

240 

297 

Northeast  Utilities 

1,490 

23.6 

295 

284 

Black  &  Decker 

1,184 

-4.8 

6     259 

Continental  Corp 

1,835 

35.0 

241 

261  Manufacturers  Hanover 

1,488 

10.8 

296 

282 

Utah  Power  &  Light 

1,184 

-5.2 

7     170 

Schering-Plough 

1,826 

-3.0 

242 

314 

Am  Natural  Resources 

1,482 

31.1 

297 

262 

Baker  International 

1,174 

-13.8 

8     168 

Hercules 

1,811 

-4.3 

243 

207 

Kerr-McGee 

1,471 

-9.0 

298 

331 

Super  Valu  Stores 

1,171 

8.4 

9    196  First  Interstate  Bancorp 

1,805 

4.5 

244 

231 

Berkshire  Hathaway 

1,462 

-2.7 

299 

290 

Enserch 

1,166 

-4.6 

0    201 

Kroger 

1,770 

6.9 

245 

239 

Corning  Glass  Works 

1,461 

-0.6 

300 

258 

Fluor 

1,165 

-14.3 

1     244 

Apple  Computer 

1,765 

21.9 

246 

424 

Data  General 

1,449 

71.2 

301 

325 

FW  Woolworth 

1,163 

5.2 

2       92 

MCI  Communications 

1,760 

-47.8 

247 

295 

Cleveland  Elec  Ilium 

1,444 

18.9 

302 

280 

Perkin-Elmer 

1,153 

-9.4 

i     263 

Bankers  Trust  NY 

1,753 

31.0 

248 

220 

FMC 

1,430 

-6.9 

303 

291 

Greyhound 

1,150 

-5.9 

4    213 

Chase  Manhattan 

1,751 

10.7 

249 

223 

Hilton  Hotels 

1,423 

-6.6 

304 

269 

Chesebrough-Pond's 

1,149 

-13.0 

5     194 

AMR 

1,750 

0.2 

250 

275 

Allegheny  Power 

1,420 

9.5 

305 

273 

Ryder  System 

1,146 

-12.4 

6     238 

Sara  Lee 

1,745 

19.2 

251 

370 

Intergraph 

1,416 

44.1 

306 

316 

Textron 

1,145 

1.7 

7    234 

Gillette 

1,745 

16.8 

252 

249 

Air  Prods  &  Chems 

1,402 

1.1 

307 

237 

Freeport-McMoRan 

1,133 

-23.4 

S     214 

Delta  Air  Lines 

i,743 

10.3 

253 

277 

Morton  Thiokol 

1,398 

8.4 

308 

313 

Square  D 

1,132 

-1.0 

9    228 

American  General 

1,741 

15.1 

254 

285 

Tribune 

1,396 

12.9 

309 

345 

Washington  Post 

1,123 

8.1 

0    202 

Sterling  Drug 

1,739 

5.1 

255 

278 

Cox  Communications 

1,393 

9.1 

310 

245 

Tektronix 

1,120 

-21.6 

1     187 

Eaton 

1,731 

-2.2 

256 

203 

Dresser  Industries 

1,388 

-15.7 

311 

215 

AMAX 

1,115 

-29.4 

2     160 

Union  Camp 

1,728 

-14.1 

257 

305 

Walgreen 

1,381 

17.7 

312 

307 

Boise  Cascade 

1,109 

-5.2 

}     206 

Genuine  Parts 

1,725 

5.9 

258 

283 

Auto  Data  Processing 

1,377 

10.7 

313 

319 

North  Amer  Philips 

1,107 

-0.6 

1     252 

Consol  Natural  Gas 

1,720 

24.4 

259 

266 

Sonat 

1,370 

3.0 

314 

416 

Transworld 

1,104 

NC 

>     161 

Transamerica 

1,705 

-14.8 

260 

198 

Control  Data 

1,350 

-21.7 

315 

418 

Chubb 

1,103 

29.5 

5     186 

Whirlpool 

1,703 

-3.9 

261 

257 

Columbia  Gas  System 

1,348 

-1.6 

316 

494 

NCNB 

1,099 

55.3 

7    255 

Carolina  Power  &  Lt 

1,691 

23.0 

262 

448 

IC  Industries 

1,346 

68.5 

317 

329 

Celanese 

1,097 

1.4 

i    246 

Farmers  Group 

1,685 

18.9 

263 

242 

General  Signal 

1,344 

-7.1 

318 

348 

Student  Loan  Mktg 

1,092 

6.2 

»     211 

Borden 

1,684 

6.4 

264 

363 

Illinois  Power 

1,339 

34.1 

319 

210 

Harris  Corp 

1,091 

-31.8 

S     225 

Scott  Paper 

1,670 

9.7 

265 

303 

Revlon 

1,317 

11.8 

320 

301 

Geico 

1,088 

-8.2 

I     267 

Ohio  Edison 

1,650 

24.2 

266 

191 

Houston  Natural  Gas 

1,316 

-25.1 

321 

219 

Newmont  Mining 

1,088 

-29.3 

I    232 

Natl  Medical  Entrprs 

1,650 

8.2 

267 

298 

Winn-Dixie  Stores 

1,305 

8.4 

322 

378 

Capital  Holding 

1,087 

13.2 

i     312 

Amer  Medical  Intl 

1,647 

43.7 

268 

309 

No  States  Power 

1,293 

11.1 

323 

340 

Jack  Eckerd 

1,082 

4.0 

t    229 

Household  Intl 

1,644 

8.8 

269 

230 

Southland 

1,277 

-15.1 

324 

296 

St  Paul  Cos 

1,075 

-11.4 

5    218 

May  Dept  Stores 

1,640 

5.8 

270 

318 

Pitney  Bowes 

1,275 

J3.8 

325 

354 

So  New  England  Tel 

1,073 

6.3 

5     178 

Advanced  Micro  Devcs 

1,637 

-10.2 

271 

247 

Browning-Ferris  Inds 

1,274 

-11.2 

326 

437 

Torchmark 

1,070 

31.8 

7    293 

Union  Electric 

1,636 

34.2 

272 

394 

Transco  Energy 

1,270 

41.9 

327 

2K8 

Computervision 

1,066 

-13.2 

i    268 

Chemical  New  York 

1,635 

23.4 

273 

265 

Texas  Commerce  Bshs 

1,266 

-5.0 

328 

328 

Westvaco 

1,066 

-2.8 

»    272 

Northrop 

1,625 

23.8 

274 

271 

Mellon  Bank 

1,247 

-5.2 

329 

317 

US  Tobacco 

1,066 

-5.1 

)    227 

Safeway  Stores 

1,624 

7.3 

275 

341 

MidCon 

1,246 

19.5 

330 

338 

Combustion  Eng 

1,065 

1.3 

1     167 

Masco 

1,623 

-14.6 

276 

189 

Warner  Comm 

1,240 

-29.7 

331 

324 

Homestake  Mining 

1,061 

-4.2 

I    221 

Panhandle  Eastern 

1,621 

5.9 

277 

352 

San  Diego  Gas  &  Elec 

1,237 

21.9 

332 

308 

Mead 

1,057 

-9.3 

I     158 

Federal  Express 

1,613 

-24.5 

278 

445 

Jefferson-Pilot 

1,235 

53.7 

333 

383 

Wisconsin  Elec  Power 

1,053 

11.0 

1     299 

Pacific  Lighting 

1,612 

34.1 

279 

208 

Avnet 

1,232 

-26.1 

334 

422 

Florida  Progress 

1,047 

24.0 

>     243 

Limited 

1,608 

10.9 

280 

326 

Combined  Intl 

1,229 

11.2 

335 

264 

Natl  Semiconductor 

1,046 

-23.8 

MC:  not  comparable. 
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Meeting  Japan's  Challenge 


Sixteenth  in  a  Series 
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The  second  ad  in  this  series  was  titled,  "Could  the  Individual  Hold  the  Key  to  an  Entire 
Company's  Productivity  ?" 

In  that  installment,  we  described  a  portion  of  Motorola's  Participative  Management  Pro- 
gram. This  program  (PMPI)  is  now  operating  successfully  for  more  than  95%  of  our  manu- 
facturing workforce  in  the  U.  S.  It  has  been  dramatically  successful. 

But  PMPI  is  only  a  part  of  Motorola's  overall  system  of  participative  management. 
Another  aspect,  PMPII,  is  dedicated  to  the  needs  of  our  non-manufacturing  activity 

While  the  operating  rules  for  the  two  plans  differ,  the  basic  principles  are  the  same. 
Teams  are  formed  to  set  the  goals,  standards  and  procedures  under  which  the  members  do 
their  jobs.  Regular  meetings  of  the  teams  are  held.  Communication  is  opened,  vertically  and 
horizontally.  Performance  is  rated  by  standards  set  by  the  participants  themselves.  Excellence 
is  reflected  by  many  forms  of  compensation,  not  the 
least  of  which  is  financial. 

Targeted  goals  are  charted,  posted,  and  most  of 
all,  then  surpassed. 

PMP II  became  operational  in  our  Semicon- 
ductor Products  Sector  facility  in  Phoenix,  Arizona 
m  1980.  Almost  immediately,  the  program  improved 
intramural  communications,  and  promoted  a  con- 
solidation of  efforts.  Today,  more  than  90%  of  our 
eligible  non-manufacturing  personnel  in  the  U.  S.  are 
enrolled  in  the  program. 

Of  course  we  know  that  however  good  any  such 
program  may  be,  it  is  not  a  panacea.  We  know  it  is 
not  a  substitute  for  good  management  fundamentals. 
It  is  not  a  pat  formula  to  be  applied  mechanically  with 
the  expectation  of  achieving  a  totally  cooperative  and 
productive  system  over  night. 

But  it  is  a  system  that  gets  the  best  from  people,  because  it  observes  some  basic  truths 
about  human  beings.  It  recognizes  that  intelligence,  perspective  and  creativity  exist  in  the 
same  proportion  among  people  at  all  levels  of  the  organization. 

And  it  recognizes  that  an  individual's  behavior  is  primarily  the  consequence  of  the  treat- 
ment that  individual  has  received. 

When  the  "Miracle  of  America"  was  taking  shape,  we  lived,  worked  and  governed 
ourselves  by  the  slogan,  "E  Plunbus  Unum"  which  declared  our  dedication  to  making  one 
mighty  entity  from  the  contributions  of  many.  To  this  day,  the  U.  S.  Mint  puts  that  slogan  on 
every  penny. 

Today  some  business  writers  use  the  phrase,  "The  Miracle  of  Japan"  in  connection  with 
that  country.  It  is  interesting  to  note  that  the  Japanese  make  much  of  the  slogan:  "None  of  us 
is  as  smart  as  all  of  us!' 

The  similarity  is  pertinent.  And  it  just  might  make  the  road  to  future  miracles  miraculously 
clear 
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MOTOROLA  A  World  Leader  in  Electronics. 


Quality  and  productivity  through  employee  participation  in  management. 

c.1985  Motorola  Inc  Motorola  and   @)   are  registered  trademarks  of  Motorola,  Inc 


The  Forbes  Market  Value  500 


Rank 

1984    1983 


Company 


Market 
value 

l$mil) 


/o 

change 
over 
1983 


Rank 
1984    1983 


Company 


Market 
value 

l$mil) 


% 

change 

over 

1983 


Market 


336 

387 

Rite  Aid 

1,045 

11.5 

337 

377 

Centel 

1,040 

7.2 

338 

361 

Allied  Stores 

1,038 

3.7 

339 

286 

Nalco  Chemical 

1,036 

-16.1 

340 

353 

Ethyl 

1,032 

1.8 

341 

355 

Pioneer 

1,030 

2.1 

342 

362 

Intl  Flavors  &  Frag 

1,028 

3.0 

343 

379 

Pioneer  Hi-Bred  Intl 

1,022 

6.7 

344 

385 

Williams  Cos 

1,021 

8.1 

345 

458 

Gt  Western  Financial 

1,015 

30.4 

346 

226 

Fedl  Natl  Mortgage 

1,012 

-33.2 

347 

398 

PNC  Financial 

1,009 

13.5 

348 

279 

Colt  Industries 

1,007 

-20.8 

349 

310 

Intl  Minerals  &  Chem 

1,003 

-13.4 

350 

337 

First  Chicago 

1,002 

-5.3 

351 

384 

Wells  Fargo 

1,001 

5.7 

352 

390 

Public  Service  Colo 

1,000 

9.9 

353 

407 

Tele-Communications 

987 

12.6 

354 

432 

American  Greetings 

985 

18.5 

355 

366 

USG 

982 

-0.9 

356 

450 

Duquesne  Light 

980 

24.2 

357 

402 

Tucson  Electric  Power 

977 

11.0 

358 

368 

Northwest  Industries 

975 

-1.2 

359 

409 

Albertson's 

957 

7.4 

360 

■ 

Scana 

952 

38.5 

361 

332 

Murphy  Oil 

948 

-12.2 

362 

485 

Price  Co 

947 

30.5 

363 

335 

Owens-Corning  Fbrgls 

946 

-11.7 

364 

420 

Oklahoma  Gas  &  Elec 

944 

112 

365 

381 

New  England  Electric 

942 

-1.6 

366 

195 

Levi  Strauss 

932 

-46.6 

367 

446 

Banc  One 

929 

15.8 

368 

364 

Crown  Zellerbach 

924 

-7.0 

369 

260 

Gould 

922 

-31.8 

370 

498 

Wachovia 

917 

31.6 

371 

419 

Wendy's  International 

914 

7.3 

372 

■ 

ConAgra 

910 

20.3 

373 

380 

Lucky  Stores 

909 

-5.1 

374 

451 

Temple-Inland 

908 

15.1 

375 

342 

Ingersoll-Rand 

903 

-13.1 

376 

440 

Lowe's  Cos 

897 

10.6 

377 

359 

Gt  Northern  Nekoosa 

889 

-11.3 

378 

376 

NWA 

886 

-8.8 

379 

320 

Revco  DS 

883 

-20.7 

380 

417 

Allied  Bancshares 

881 

3.4 

381 

411 

Public  Service  NM 

881 

2.3 

382 

459 

Zayre 

880 

13.3 

383 

■ 

American  Natl  Ins 

876 

40.7 

384 

■ 

Digital  Switch 

876 

27.4 

385 

■ 

MCorp 

870 

29.9 

386 

426 

Prime  Computer 

864 

3.0 

387 

343 

Polaroid 

859 

-17.2 

388 

427 

Louisiana  Land 

859 

2.5 

389 

444 

Cabot 

855 

6.4 

390 

391 

Parker-Hannifin 

854 

-6.3 

391 

371 

EG&G 

848 

-13.6 

392 

369 

Interco 

842 

-13.6 

393 

321 

Arkla 

842 

-24.3 

394 

413 

Lubrizol 

836 

-2.5 

395 

389 

James  River  Corp  Va 

835 

-10.8 

396 

415 

M/A-Com 

834 

-2.7 

397 

441 

Mercantile  Stores 

833 

2.7 

398 

471 

Southwestern  Pub  Svc 

833 

8.9 

399 

465 

Becton,  Dickinson 

832 

10.5 

400 

400 

WW  Grainger 

828 

-6.6 

401 

357 

LTV 

827 

-18.7 

402 

367 

VF 

823 

-16.8 

403 

397 

Sundstrand 

823 

-7.7 

404 

304 

Varian  Associates 

821 

-30.3 

405 

374 

No  Indiana  Pub  Svc 

817 

-16.3 

406 

270 

Bethlehem  Steel 

815 

-38.2 

407 

■ 

Beverly  Enterprises 

814 

32.7 

408 

454 

Emhart 

813 

3.8 

409 

392 

Big  Three  Industries 

812 

-10.4 

410 

339 

Paccar 

809 

-22.7 

411 

497 

Mapco 

804 

14.6 

412 

■ 

Armstrong  World  Inds 

803 

17.4 

413 

455 

Vulcan  Materials 

803 

2.5 

414 

■ 

TECO  Energy 

802 

22.6 

415 

467 

Lear  Siegler 

802 

6.3 

416 

■ 

Community  Psych  Ctrs 

800 

16.7 

417 

254 

Tandem  Computers 

798 

-43.1 

418 

■ 

Nicor 

794 

14.7 

419 

488 

Marion  Laboratories 

793 

10.8 

420 

393 

Associated  Dry  Goods 

787 

-12.3 

420 

403 

National  Distillers 

787 

-10.4 

422 

■ 

Barnett  Banks  Fla 

780 

27.5 

423 

■ 

Consolidated  Papers 

778 

38.9 

424 

■ 

Grumman 

776 

13.7 

425 

477 

Trust  Co  of  Georgia 

771 

3.9 

426 

438 

Cray  Research 

770 

5  1 

427 

■ 

Food  Lion 

769 

42.9 

428 

463 

Bank  of  Boston 

767 

0.1 

429 

484 

USAir  Group 

766 

5.6 

430 

■ 

Bausch  &  Lomb 

763 

26.4 

431 

■ 

Storer  Communication 

762 

24.4 

432 

327 

Stauffer  Chemical 

761 

-31.1 

433 

474 

Weis  Markets 

761 

2.1 

434 

406 

EF  Hutton  Group 

759 

-13.6 

435 

500 

Clorox 

758 

9.1 

436 

330 

Long  Island  Lighting 

758 

-29.9 

437 

423 

Republic-Bank 

756 

-10.4 

438 

■ 

Utd  Energy  Resources 

755 

9.0 

439 

311 

Hughes  Tool 

754 

-34.9 

440 

346 

Engelhard 

753 

-27.2 

441 

■ 

Rubbermaid 

753 

24.1 

442 

425 

Louisiana-Pacific 

752 

-50 

443 

315 

Mitchell  Energy  &  Dev 

748 

-33.6 

444 

470 

Beneficial  Corp 

738 

-1.1 

445 

412 

HF  Ahmanson 

736 

-14.3 

R 

1984 

ink 

1983 

Company 

value 
($mil) 

01 

19 

446 

431 

GenCorp 

735 

-i: 

447 

436 

Consol  Freightways 

735 

-it 

448 

469 

Cummins  Engine 

733 

-■ 

449 

333 

Firestone 

733 

-3: 

450 

■ 

Portland  Genl  Elec 

732 

r, 

451 

462 

Sysco 

727 

-< 

452 

■ 

Brunswick 

726 

is 

453 

■ 

American  Petrofina 

725 

21 

454 

358 

Burlington  Inds 

724 

-2) 

455 

■ 

General  Public  Utils 

723 

5: 

456 

429 

Reynolds  Metals 

722 

-IS 

457 

442 

First  Bank  System 

720 

-1] 

458 

■ 

Provident  Life  &  Ace 

719 

u 

459 

356 

Telerate 

719 

-25 

460 

435 

Brown-Forman 

713 

-12 

461 

388 

E-Systems 

712 

-2: 

462 

482 

Norton 

710 

-. 

463 

■ 

Illinois  Tool  Works 

708 

< 

464 

■ 

Snap-On  Tools 

708 

13 

465 

■ 

Subaru  of  America 

701 

3( 

466 

464 

Stanley  Works 

696 

-i 

467 

■ 

First  Union 

694 

3: 

468 

■ 

Apollo  Computer 

690 

t 

469 

382 

Sanders  Associates 

688 

-r. 

470 

323 

Interfirst 

687 

-3! 

471 

478 

Olin 

687 

-( 

472 

375 

NL  Industries 

681 

-3( 

473 

■ 

First  Boston 

681 

4! 

474 

■ 

Republic  New  York 

679 

3! 

475 

■ 

Fleming  Cos 

677 

3 

476 

■ 

Shoney's 

677 

43 

477 

452 

Ashland  Oil 

674 

-1< 

478 

■ 

Cullinet  Software 

672 

1 

470 

■ 

McKesson 

671 

-i 

480 

■ 

CoreStates  Financial 

671 

4( 

481 

■ 

Delmarva  Power  &  Lt 

671 

1( 

482 

■ 

Sun  Banks 

670 

i: 

483 

■ 

Jim  Walter 

670 

i 

484 

386 

Norwest 

668 

-2! 

485 

■ 

Alexander  &  Baldwin 

663 

4 

486 

■ 

National  Svc  Inds 

662 

- 

487 

■ 

Sovran  Financial 

661 

1 

488 

■ 

Tambrands 

660 

: 

489 

■ 

Petrie  Stores 

659 

\: 

490 

443  Shared  Medical  Systems 

659 

-li 

491 

■ 

General  Cinema 

658 

31 

492 

251 

Armco 

654 

-5: 

493 

447 

Southwest  Airlines 

650 

-li 

494 

■ 

Richardson- Vicks 

648 

( 

495 

■ 

Toledo  Edison 

647 

2 

496 

■ 

Alco  Standard 

646 

-i; 

497 

■  Puget  Sound  Power  &  Lt 

643 

: 

498 

■ 

Brush  Wellman 

643 

2- 

499 

414 

Kaiser  Alum  &  Chem 

640 

-21 

500 

■ 

Idaho  Power 

636 

1( 

l  Not  on  500  list  in  1983. 
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The  reviews  are  in  on  the  New 
Connecticut  Economy  and  they're 
raves.  A  quick  sampling: 

"Connecticut  growth  makes  its  econ- 
omy one  of  the  best  in  U.S. . . .  one  of  the 
nation's  strongest. . ."  The  New  York 
Times. 

"Connecticut  ranks  #1  for  its  attrac- 
tiveness to  small  businesses..."  INC., 
the  self-described  "magazine  for  grow- 
ing companies." 

The  facts  justify  the  headlines. 
Economic  growth  in  Connecticut  is  out- 
pacing the  nation  as  a  whole.  New 
construction  activity  is  growing  at  twice 
the  national  rate.  Connecticut  consis- 
tently has  one  of  the  lowest  jobless 
rates  in  the  United  States.  The  annual 
average  for  1984  was  4.5  percent  com- 
pared with  the  national  average  of  7.5 
percent.  Employment  has  reached  an 
all-time  high  of  1.5  million  workers,  and 
those  workers  are  earning — and 
spending — the  second  highest  per- 
capita  personal  income  in  the  United 
States.  And  even  without  a  personal 
income  tax,  the  state  government 
shows  back-to-back  surpluses — the 
latest  estimated  at  $234  million. 

To  sum  up:  The  New  Connecticut 
Economy  is  one  of  the  fastest  growing 
economies  of  any  state,  offering  bene- 
fits to  residents  and  companies  alike. 

But  throughout  the  late  1960s  and 
early  70s,  it  was  quite  a  different  story. 
Connecticut's  economy  was  typical  of 
the  northern  Rust  Belt,  rooted  primarily 
in  the  traditional  manufacturing  lines  of 
metals,  rubber  and  textiles.  The  old 
lines  were  on  their  way  out  and  were 
taking  the  state's  overall  economy  and 
jobs  with  them.  Unemployment  was 
among  the  nation's  highest. 

"In  1975,  it  was  a  now-or-never  situa- 
tion," says  State  Economic  Develop- 
ment Commissioner  John  J.  Carson. 
"We  wanted  a  state  poised  for  the 
future,  not  tied  to  the  industries  of  the 
past;  an  economy  able  to  nurture 
vigorous  and  widely  diversified  growth 
and  activity.  We  had  to  turn  things 
around." 

"Jobs  are  our  number-one  priority. 


The  Optical  Telescope  Assembly,  heart  of  NASA's 
Hubble  Space  Telescope,  nears  completion  at  the 
Perkin-Elmer  facility  in  Danbury  Conn.  When  put 
into  orbit  high  above  the  Earth,  the  space  telescope 
will  peer  to  the  edge  of  the  universe. 


THE    NEW 
CONNECTICUT 
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Governor  Bill  O'Neill  directs  state  efforts  to  help 
make  the  New  Connecticut  Economy  one  of  the 
strongest  and  fastest-growing  in  the  U.S.  His  pol- 
icies are  administered  by  Economic  Development 
Commissioner  John  J.  Carson  (center)  and  Deputy 
Commissioner  Peter  F.  Burns  (right). 

Basically,  the  creation  and  retention  of 
jobs  require  new  capital  investments 
by  business.  This,  in  turn,  requires  a 
strong  pro-growth  economic  climate  to 
kindle  and  fuel  new  business  invest- 
ments," says  Governor  Bill  O'Neill. 
"We  have  dedicated  our  efforts  to 


create  that  climate  over  the  past  ten 
years  in  the  New  Connecticut  Econo- 
my," O'Neill  says.  "And,  with  the  faith 
and  investments  of  the  state's  forward- 
thinking  corporate  leaders,  it  is  working.' 

Putting  that  strategy  into  action  over 
the  past  decade,  Connecticut's  state 
government  adopted  a  number  of 
powerful  business  incentive  programs, 
as  well  as  a  "can  do"  attitude  on  the 
part  of  state  government  toward  eco- 
nomic development  and  business 
investments,  directed  by  the  Office  of 
the  Governor. 

Powerful  incentives  for  urban  de- 
velopment. Low-cost  capital  financing. 
Product  development  financing.  Sub- 
sidized industrial  parks.  Small 
business  assistance.  "These  programs 
provided  the  means  for  the  economic 
restructuring.  Diversification  was  the 
key,  and  jobs  were  the  goal,"  Governor 
O'Neill  explains.  "And  we  are  achieving 
that  goal." 

Add  to  that  one  of  the  most  highly 
skilled  and  best-educated  workforces 
in  the  nation.  "Connecticut  workers  are 
the  state's  most  valuable  natural  re- 
source. Skilled.  Dedicated  to  quality. 
Ingenious.  Productive.  Their  work  ethic, 
a  350-year  tradition,  is  the  ace  that  tips 
corporate  site-selection  studies  in  favor 
of  Connecticut  over  competing  states," 
Carson  says. 

What  evolved  from  it  all  is  today's 
New  Connecticut  Economy,  a  vigorous 


/  found  an  excellent  work 
ethic.  They  are  concerned  about 
the  quality  of  the  product  they 
manufacture  and  the  success  of 
the  company. 


Victor  Kiam, 
president 
and  CEO  of 
Remington 
Products,  Inc. 


mix  of  rapidly  expanding  home-grown 
companies,  a  flourishing  service  sec- 
tor, a  growing  affinity  with  the  inter- 
national marketplace  and  the  con- 
tinuing attraction  of  hundreds  of  new 
business  operations  to  the  state. 

Manufacturing  is  alive  and  well  in 
Connecticut.  In  fact  Connecticut,  with 
420,000  manufacturing  jobs  out  of  a 
workforce  of  1 .5  million,  is  one  of  the 
nation's  most  manufacturing-intensive 
states.  Chances  are,  if  it's  a  manufac- 
tured good,  somewhere,  someone  in 
the  state  is  either  making  it,  or  fabricat- 
ing parts  for  it. 

The  bottom  line:  Connecticut  is  good 
for  manufacturers. 

Victor  Kiam,  president  and  chief 
executive  officer  of  Remington 
Products,  Inc.,  says  at  the  time  he 


CONNECTICUT'S     MARKET     REACH 


In  terms  of  market  reach,  Connecti- 
cut is  geographically  (businesses 
read  it,  "strategically")  located  at  the 
very  hub  of  the  most  active  and  lucra- 
tive U.S.  and  Canadian  economic 
centers.  Sales  and  shipments  are  as 
quick  and  easy  to  next-door  New  York 
City  and  Boston  as  they  are  to  Chi- 
cago, Atlanta  or  Montreal. 

While  a  state's  geographic  location 
is  pretty  much  left  up  to  the  whims  of  a 
higher  power,  Connecticut  is  working 
just  the  same  to  improve  its  given 
"natural"  advantage.  Governor  Bill 
O'Neill  is  investing  big  in  new  trans- 
portation/infrastructure improvements 
to  ensure  that  the  state's  distribution 
system  remains  one  of  the  best  any- 
where. 

A  $5.5  billion,  10-year  program  is 
expanding  and  renewing  state  and 
local  highway,  bridge  and  public 
transportation  systems  and  facilities, 
while  a  $100  million  effort  is  moderniz- 
ing Bradley  International  Airport  in 
Windsor  Locks,  New  England's  sec- 
ond largest  air  facility. 

On  a  41 .5  acre  site  just  a  short 
distance  away  from  Bradley  and  near- 
by U.S.  Interstate  Route  91  and  state 
route  20,  the  American  Honda  Motor 


Company  recently  constructed  its  $9 
million,  200,000-square-foot  north- 
eastern parts  distribution  and  tech- 
nical training  center. 


■  Neil  Morning  Delivery 
D  Second  Morning  Delivery 
D  Third  Morning  Delivery 


Center  manager  Michael  L. 
D  Amore  says  Honda's  success  in  the 
automobile  industry  is  largely  the  re- 
sult of  the  company's  adherence  to 
strict  rules  for  craftsmanship  and 
producl  excellence.  "To  help  continue 


this  success,  Honda  is  committed  to 
providing  ongoing  customer  satis- 
faction by  having  available  the  neces- 
sary parts,  backup  and  technical 
support.  This  center  is  dedicated 
toward  that  end." 

The  facility  stocks  about  43,000  dif- 
ferent types  of  parts  and  serves 
dealers  in  Connecticut,  Rhode  Island, 
Massachusetts,  Vermont,  New  Hamp- 
shire, Maine  and  New  York. 

"The  site  was  selected  for  its  cen- 
tral location,  easy  highway  access, 
and  space  for  further  expansion," 
says  DiAmore.  Although  Honda  pri- 
marily uses  the  nearby  interstates  for 
its  shipments,  proximity  to  Bradley 
does  help  to  provide  better  and  faster 
customer  service  in  emergency 
situations,  such  as  in  the  overnight 
delivery  of  parts,  and  the  airport  pro- 
vides quick  access  to  the  training 
center  for  the  firm's  out-of-state 
personnel. 

Other  names  that  have  recently 
chosen  Connecticut  for  major  region- 
al distribution  facilities  are  as  well- 
known  as  the  Japan-based  auto- 
maker: Saab-Scania,  Hallmark  Cards, 
Lego  Systems,  Pilot  Pen,  J.C.  Penney, 
Stop  &  Shop. 


SOMETIMES  THE  BEST 

MEDICINE  SIMPLY  ISNT 

AVAILABLE  IN  A  HOSPITAL. 


A  hospital  can  help  cure  people,  but  only  being  at 
home  can  make  them  all  better. 

With  the  right  care,  home  can  actually  quicken  the 
healing  process.  It  can  also  work  wonders  for  an 
employee  benefits  manager. 

At  Connecticut  General,  a  CIGNA  company,  we 
know  that  benefits  managers  are  searching  for  ways 
to  hold  down  costs. 

Which  is  why  we're  actively  encouraging  care  at 
home  as  an  alternative.  In  our  Preadmission  Certifica- 
tion Program,  we're  not  only  making  sure  that  hospitali 
zation  is  necessary,  we're  also  looking  to  see  if  a  less 
costly  setting  for  care  is  more  appropriate. 

But  what  good  are  alternatives  if  your  employees 
don't  know  about  them?  That's  why  we  have  an 


employee  education  program  all  set  up.  It  helps 
employees  realize  their  options,  such  as  ambulatory 
surgery,  preadmission  testing,  and  the  wisdom  of  a 
second  opinion  prior  to  surgery, 

And  as  they  learn  more  about  health  care  alterna- 
tives, employees  also  realize  that  a  mending  bone 
doesn't  know  if  it's  in  the  hospital  or  at  home  with  a  vis- 
iting nurse  and  a  doctor's  supervision. 

There's  a  good  deal  more  we  can  tell  you  about  this 
good  deal.  Just  call  your  broker.  Or  get  in  touch  with  a 
Connecticut  General  representative.  Or  call  Chip 
Sharkey,  Marketing  Vice  President,  at  (203)  726-8500. 

Because  when  you're  concerned  about  the  health 
of  your  company,  as  well  as  the  health  of  your  employ- 
ees, there  may  be  no  place  like  home. 


Connecticut  General  Life  Insurance  Company 

a  CIGNA  company 


CIGNA 


CQMMECTICUT 

purchased  Remington  ("because  I 
liked  the  shaver  so  much"),  he  also 
conducted  an  in-depth  evaluation  of 
keeping  the  company  at  its  facilities  in 
Bridgeport. 

"I  found  that  the  labor  market  could 
support  the  growth  I  projected  for  the 
company.  We've  almost  tripled  our  em- 
ployment in  the  years  since  1979. 
Today  we  are  one  of  Bridgeport's 
largest  employers.  I  also  found  an  ex- 
cellent work  ethic.  They  are  concerned 
about  the  quality  of  the  product  they 
manufacture  and  the  success  of  the 
company. 

"The  willingness  of  local  and  state 


government  to  work  with  companies  for 
the  benefit  of  all  has  been  encourag- 
ing. Remington  is  now  the  fastest 
growing  shaver  company  in  the  world 
and  the  only  manufacturer  of  shavers  in 
the  United  States.  Connecticut  has 
helped  Remington  be  successful." 

State  programs  are  making  it  even 
easier  for  manufacturers  to  succeed. 
United  Abrasives,  Inc.,  moved  from 
New  York  to  Willimantic  in  the  state's 
northeast  corner  in  1984,  buying  a  va- 
cant 163,500-square-foot  factory  and 
turning  it  into  a  modern,  highly  auto- 
mated manufacturing  facility — with  the 
help  of  state  urban-area  and  financial 
incentives.  The  firm  now  employs  250 


"The 

checks 
in  the 
mail? 

If  jjour  New\brkQty  receivables  aren't 
getting  to  you  fast  enongh,you  need  CBT. 

If  you  have  business  in  New  "fork  city,  you  have  a  good 
reason  to  bank  in  Connecticut. 

Because  CBT  can  get  your  New  York  City  receivables  out 
of  the  mail  and  into  your  hands  faster  than  virtually  any 
other  bank  in  the  country. 

You  see,  New  York  City  mail  gets  to  Stamford,  Connec- 
ticut faster  than  it  gets  to  just  about  anywhere  else.  Add 
that  to  CBT's  advanced  lockbox  technology  and  you  can 
actually  save  two  or  three  days. 

So  why  not  get  a  lockbox  at  CBT.  That  way  you  can  keep 
your  money  from  being  held  up  in  New  York. 

For  more  information  about  CBT's  lockbox  services,  call 
Bayard  Tracy,  Sr.  Vice  President  at  The  Connecticut  Bank 
and  Trust  Company  (203)  244-4930. 


When  youlre  ready  to  demand  more 
from  a  bank. 


workers  making  grinding  wheels  and 
coated  abrasives.  Says  president  Aris 
Marziali,  without  the  benefits  of  the 
Urban  Jobs  Program,  which  provides 
property  and  corporate  tax  abate- 
ments, new  jobs  grants  and  low-cost 
revenue  bond  financing,  the  project 
would  have  never  been  undertaken, 
and  "the  move  would  not  have  been 
made." 

While  United  Abrasives  is  a  relative 
newcomer  to  the  state,  Pitney  Bowes, 
the  $1.7  billion  multinational,  is  Con- 
necticut home-grown. 

Pitney  Bowes  was  founded  in  Stam- 
ford 65  years  ago.  Its  products  and 
services  include  business  systems  and 
supplies  and  financial  services. 

Chairman  and  president  George  B. 
Harvey  says  he's  found  that  the  climate 
of  the  New  Connecticut  Economy 
"welcomes  business  development,  and 
the  state  is  taking  positive  steps  to 
enhance  Connecticut  as  a  business 
location. 


High  technology  is  seen  as  a 
key  element  in  the  state,  and 
concrete  recommendations  to 
promote  it  are 
in  place  and 
working. 


Horace  G.  McDonell, 

chairman  and 

CEO  of  Perkin-Elmer 


"Encouraged  by  the  business  com- 
munity, the  state  is  investing  in  the 
improvement  of  mass  transportation, 
the  repair  of  the  general  infrastructure, 
and  tries  to  maintain  a  state  fiscal  pol- 
icy that  encourages  both  business 
growth  and  personal  savings,"  Harvey 
says. 

Encouraging  it  must  be.  Pitney 
Bowes  is  constructing  a  new  $100  mil- 
lion corporate  headquarters  in  the 
south  end  of  Stamford. 

Perkin-Elmer  is  another  FORBES 
"500s"  headliner  that  grew  up  in  Con- 
necticut. From  a  50,000-square-foot 
plant  and  a  few  hundred  employees  in 
1941  (two  years  after  its  founding,  the 
company  moved  to  Connecticut),  Perk- 
in-Elmer has  grown  to  encompass 
facilities  in  Norwalk,  Wilton,  Ridgefield 
and  Danbury,  occupying  approx- 
imately 1.5  million  square  feet  and 
employing  nearly  6,000  men  and 
women.  From  its  Connecticut  home 
base  (where  three  of  its  six  operating 
groups  are  headquartered),  Perkin- 
Elmer  has  grown  from  $2  million  in 
annual  sales  to  $1 .2  billion  and  15,500 
people  worldwide. 

"Obviously,  we  at  Perkin-Elmer  like 


In  1988,  Mid-Connecticut  com- 
munities will  be  lighting  up  with 
electricity  produced  from  tons  of 
municipal  solid  waste. 

One  of  the  nation's  largest 
waste-to-energy  plants,  de- 
signed and  built  by  Combustion 
Engineering,  will  turn  up  to  2,000 
tons  of  waste  each  day  into  pre- 
pared fuel  and  burn  it  in  steam 
generators.  The  steam  will  be 
sold  to  the  local  utility  to  gener- 
ate enough  electricity  for  over 

©  1985  Combustion  Engineering,  Inc. 


70,000  Connecticut  homes. 
Similar  steam  generators  of 
our  design  already  help  provide 
over  40%  of  the  Free  World's 
thermal  electric  power. 

Besides  selling  steam,  the 
plant  will  also  recover  salable 
metal.  With  a  per-ton  waste  dis- 
posal fee  paid  by  participating 
municipalities,  the  project  is  ** 
expected  to  be  financially  self- 
sufficient. 

The  Mid-Connecticut  project 
is  an  environmentally  sound, 
economical  solution  to  the  need 
for  a  clean  way  to  dispose  of  mu- 


nicipal solid  waste.  It's  a  positive 
step  toward  helping  to  reduce 
groundwater  contamination  and 
dependence  on  scarce  landfills. 
And  it  will  generate  energy  equiv- 
alent to  nearly  750,000  barrels  of 
imported  oil  each  year. 

State-of-the-art  technology 
and  a  reputation  for  integrity  and 
reliability  have  led  to  the  selec- 
tion of  C-E  to  design  and  build 
waste-to-energy  facilities  for 
Detroit,  Honolulu,  and  the  San 
Francisco  Bay  Area. 

For  more  about  putting  our 
technology  to  work  in  your 
town,  call  or  write  Combustion 
Engineering,  Inc.,  Resource 
Recovery  Systems,  1000 
Prospect  Hill  Road,  Windsor, 
CT  06095,  (203)  285-9924. 
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living,  working,  growing,  and  doing 
business  here.  Connecticut  has  pro- 
vided an  environment  that  makes 
dramatic  growth  like  ours  possible," 
says  Horace  G.  McDonell,  chairman 
and  CEO.  "The  state's  increasing  com- 
mitment to  job  creation,  education, 
transportation  and  the  quality  of  life 
makes  Connecticut  a  special  place." 

Former  Perkin-Elmer  chairman 
Robert  H.  Sorenson  helps  to  demon- 
strate, as  well  as  shape,  part  of  that 
commitment  by  chairing  the  Governor's 
Technology  Advisory  Board.  The 
Board's  recommendations  are  enhanc- 

-f§ 

CIGNA 's  growth  has  been 
nurtured  by  an  abundant  pool  of 
skilled  people  in  a  climate 
favorable  to  business.  We  have 
grown  from  a  single  office  with  a 
handful  of  employees  to  become 
one  of  the  state's 
largest  employers. 

Robert  D.  Kilpatrick, 
chairman 
and  CEO  of 
CIGNA  Corporation 


ing  further  the  state's  growth  and 
development  in  high  technology. 

Perkin-Elmer's  products  are  in  high- 
technology  fields,  and,  like  the  firm, 
high  technology  is  nothing  new  to  Con- 
necticut. One  of  its  fastest  growing 
sectors,  high  technology  in  the  New 
Connecticut  Economy  has  its  own 
share  of  success  stories. 

Even  in  the  Naugatuck  Valley,  where 
brass  was  once  king,  high-tech  clean- 
rooms  are  replacing  smoke-stacked 
mills  as  the  region's  major  employer.  In 
Shelton  and  Seymour,  TIE/communica- 
tions,  which  began  as  a  five-person 
operation  born  in  a  Greenwich  garage 
14  years  ago,  grew  with  the  help  of  the 
first  grant  made  by  the  state's  brand- 
new  first-in-the-nation  product  develop- 
ment financing  agency.  That  was  May 
1975.  Today  the  venture  is  the  largest 
independent  designer  and  manufac- 
turer of  small-  and  medium-sized 
telephone  equipment  in  North  Amer- 
ica, with  sales  of  $501  million  and  700 
Connecticut  employees. 

In  Waterbury,  the  Brass  City  itself, 
printed  circuit  boards  are  being  as- 
sembled in  formerly  vacant  or  under- 
utilized factories  and  mills,  renovated 
with  state  help.  General  Data  Comm 
Industries  is  a  major  employer.  In 
Naugatuck,  the  electronics  giant  is 
planning  a  $17  million  conversion  of  a 
former  footwear  complex  into  a  modern 


Connecticut  welcomes 
business  development,  and  the 
state  is  taking  positive  steps 
to  enhance 
Connecticut  as  a 
business  location. 

George  B.  Harvey, 
chairman  and 
president  of  Pitney 
Bowes 


manufacturing  plant  with  state  and  lo- 
cal assistance.  Similar  incentives 
helped  Midwest-based  Howmet  Tur- 
bine, a  jet  engine  components 
manufacturing  plant  with  state  and  lo- 
cal assistance.  Similar  incentives 
helped  Midwest-based  Howmet  Tur- 
bine, a  jet  engine  components 
manufacturer,  open  new  operations  in 
1983  in  a  vacant  Winsted  plant. 

Of  course,  high  technology  is  by  no 
means  limited  to  the  Naugatuck  Valley, 
or  to  any  other  specific  geographic 
area. 

128,"  Carson  says.  "But  high  tech  is 
definitely  here,  it  is  everywhere." 

Indeed,  the  high-tech  presence  in 
Connecticut  is  among  the  strongest  of 
any  state  in  the  nation;  Connecticut 
ranks  second  among  all  the  states  in 


Why  should  a  forest  products  company 
be  concerned  about  the  quality  of  life 
in  Fairfield  County? 


©1985.  Champion  International  Corporation 


Although  it's  a  long  way  from 
our  forests,  mills,  and  plants, 
Fairfield  County  is  home  to  our 
corporate  headquarters  in 
Stamford.  In  Fairfield  County,  and 
in  all  communities  where 
Champions  live  and  work,  contrib- 
uting to  a  healthy,  vital  social  and 
cultural  environment  is,  we  believe, 
more  than  a  nine-to-five  job. 

While  we  recognize  that  our 
first  obligation  is  to  remain  a  strong 
and  profitable  producer  of  paper, 
packaging,  and  wood  products,  we 
also  believe  a  company's  respon- 
sibilities include  how  the  whole 
business  is  conducted,  every  day. 

So  Champion  and  Champion 
people  are  involved:  in  social  ser- 
vices, in  education,  in  community 
organizations,  in  the  arts. 

Champion  and  Champions: 
Planting  seeds  for  the  future  in 
Fairfield  County. 

Champion 

Champion  International  Corporation 

One  Champion  Plaza 
Stamford.  Connecticut  06921 


Connecticut  has  a  new 
superhighway  A  fiber  optic 
superhighway  enabling  our 
customers  to  transport  huge 
volumes  of  voice,  data  and 
video  at  the  speed  of  light. 
With  unprecedented  accuracy 
and  reliability  In  fact,  our 
new  fiber  optic  network  has 
capabilities  far  beyond  today's 
needs.  Which  means 
we're  ready  for  tomorrow's. 
Count  on  itSM 


10m  Southern  New  England 
^£   Telephone 


227  Church  Street,  New  Haven,  Connecticut  06506       1-800-255-8000 


CQKMECTiCUT 

high-tech  workers  as  a  percentage  of 
its  workforce,  and  among  the  top  three 
states  in  the  number  of  engineers  per 
capita  and  the  number  of  industrial 
research  laboratories  per  capita. 

But  even  Connecticut's  high  tech- 
nology is  well  diversified.  The  SICs  run 
the  full  extent  of  industry.  There's 
Combustion  Engineering  designing  re- 
source recovery  systems  in  Windsor; 
Raymond  Engineering  making  safety 
and  arming  devices  in  Middletown; 
K.F.  Seitz  manufacturing  office  ma- 
chine components  in  Torrington;  Teleco 
Oilfield  Services  developing  measuring 
devices  for  drilling  equipment  in  Mer- 
iden;  Clinipad  Corp.  making  medical 
supplies  in  Norwich;  National  Semicon- 
ductor building  semiconductors  in 
Danbury;  Ship  Analytics  making  com- 
puter-controlled ship's  bridge  training 
systems  in  New  London;  and  United 


We  wanted  a  place  with  a 
quality  of  life  that  would  attract 
and  satisfy  our  employees.  And 
we  wanted  to  be  part  of  a    ■ 
community  of  business  leaders. 
We  found  all  those 
things... in 
Connecticut. 

David  T.  Kearns, 
president  and  CEO 
of  Xerox  Corp. 


Technologies  assembling  helicopters 
in  Stratford,  jet  engines  in  East  Hartford 
and  fuel  cells  in  South  Windsor. 

But  that  isn't  to  say  that  there  aren't 
concentrations  forming.  "Pill  Hill"  is  how 
some  have  tagged  the  state's  growing 
cluster  of  pharmaceutical  laboratories 
in  the  south-central  portion  of  the  state, 
Wanting  to  be  near  Yale  University's 
medical  resources,  Bristol-Myers  has 
chosen  a  Wallingford  site  for  its  new 
192,000-square-foot  research  and  de- 
velopment division.  Nearby,  longtime 
Connecticut  resident  Miles  Laborato- 
ries has  bought  land  and  announced 
the  first  phase  of  a  major  expansion  of 
its  research  operations  in  West  Haven. 
Pfizer  in  Groton  has  just  completed  a 
$50  million  research  center.  Richard- 
son Vicks,  headquartered  in  Wilton, 
recently  established  a  major  R&D  cen- 
ter in  Shelton. 

Meanwhile,  elsewhere  in  the  state, 
Boehi  inger-lngelheim,  a  relative  new- 
comer to  Connecticut,  has  completed 
a  $200  million  corporate,  production, 
distribution  and  research  complex  in 
Danbury  and  Ridgefield.  Eli  Lilly  has  '-• 
major  operation  in  Enfield,  which  is  also 
the  location  of  a  new  Upjohn  distribu- 


QUALITY     OF     LIFE 


"Quality  of  life"  can  mean  as  many 
different  things  to  as  many  different 
people.  But  when  it  concerns  Con- 
necticut, there  is  agreement  and  it  is 
that  the  quality  of  life  here  is  very 
good  indeed. 

To  actress  Susan  Saint  James  (of 
"Kate  &  Allie"  fame),  Connecticut  is 
"green,  peaceful,  nice  and  relaxing. 

"My  parents  were  born  in  Connecti- 
cut and  I  spent  all  my  summers  here 
when  I  was  a  little  girl.  It's  close  to  the 
big  metropolis  of  New  York,  and  when 
I  want  to  go  see  something  exciting 
and  fun  I  can  go  there.  If  I  don't  want 
excitement  I  can  go  in  my  big,  green 
backyard  and  relax. 

"My  kids  have  wide-open  space 
where  they  can  ride  their  bikes  to 
school  and  up  to  town  with  not  too 
much  traffic.  There  are  public  schools 
in  Connecticut  where  they  can  get  a 
good  education.  There's  no  smog. 

"Connecticut  has  a  lot  of  variety.  You 
can  go  to  the  ocean,  go  to  the  moun- 
tains, skiing;  we  can  do  just  about 
everything  we  want  in  our  own  back- 
yard. That's  why  I  like  Connecticut." 

The  late  artist  Eric  Sloane,  who  was 
"searching  for  Americana,"  said  when 
he  came  to  Connecticut:  "I  found 
everything  I  wanted  right  here.  It  is 
close  to  New  York,  a  day's  ride  away.  I 
settled  here  and  I  love  it." 

Pitney  Bowes'  chairman  and  presi- 
dent George  B.  Harvey  finds  that 
along  with  business  development  in 
the  state,  there's  "an  increase  in 
amenities  which  makes  Connecticut  a 
better  place  to  live — specifically, 
more  concentration  on  space  and 
money  for  the  arts  and  theater,  espe- 
cially in  the  urban  areas;  more 
attention  to  the  needs  of  residents  for 
recreational  space,  especially  along 
the  coastline;  growth  of  a  wide  range 
of  human  services;  and  the  revitaliza- 
tion  of  urban  neighborhoods." 

Recent  independent  studies  agree: 
■  Connecticut  is  one  of  the  nation's 
five  "bellweather"  states,  where  new 
trends  and  ideas  originate,  according 
to  John  Naisbitt's  Megatrends: 

Norwalk  is  one  of  the  10  best  metro- 
politan areas  to  live  in  the  country, 
and  Bridgeport-Milford,  New  Haven- 
Meriden,  Stamford  and  Danbury  are 
in  the  top  50  best,  according  to  the 
Rand  McNally  "Places  Rated  Alma- 
nac" (1985); 

"  Stamford  is  the  best  city  for  "indiv- 
idualists" and  Norwalk  is  the  best  city 
for  young  families.  In  addition,  New 
England  is  one  of  the  five  most  desir- 
able regions  of  the  country  overall, 
according  to  a  study  by  a  Cleveland 
State  University  professor  (reported 
January  1985); 


Connecticut's  250-mile  shoreline  offers  limitless 
recreational  opportunities. 

86  percent  of  Connecticut  residents 
think  it  is  a  good  or  better  place  to 
live;  35  percent  of  Connecticut  resi- 
dents would  choose  the  state  if  they 
could  choose  anywhere  in  the  world 
to  live;  and  88  percent  of  Connecticut 
residents  say  the  state  is  as  good  as 
or  a  better  place  to  live  or  work  when 
compared  with  other  states,  accord- 
ing to  a  survey  by  the  University  of 
Connecticut  in  1983; 

Connecticut  is  one  of  the  15  "least 
stressful"  places  to  live,  according  to 
a  University  of  New  Hampshire  study 
done  in  1984. 


Autumn  in  New  England — fall  colors  in  West 
Suffield,  Connecticut. 

In  recreation,  Connecticut  excels. 
Connecticut  is  picnicking  in  a  lush 
state  forest,  or  an  autumn  day-trip 
drive  through  the  Northeast's  rolling 
hills  or  Connecticut's  river  valley.  It  is 
browsing  in  quaint  villages  of  the 
Litchfield  Hills  or  sunning  on  sandy 
beaches  and  sailing  along  Long 
Island  Sound.  It  is  exploring  the  na- 
tion's colonial  roots,  its  maritime 
heritage  or  discovering  the  wonders 
of  a  space-age  future.  It  is  attending  a 
joint  production  of  the  symphony  and 
the  ballet  or  enjoying  classic  or  exper- 
imental theater. 

Connecticut  can  be  anything  you 
want  it  to  be. 

Actor  Paul  Newman  sums  it  all  up 
with  this  observation:  "I'm  a  pretty 
lucky  fellow.  I  can  live  wherever  I  want 
and  for  22  years  I  have  been  living  in 
Connecticut." 
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Relocating? 

One  of  the  best 
moves  you  can  make 

is  helping 
your  employees  find 

the  right  bank. 

When  your  business  finds  a  new  home,  it's  important 
that  your  people  find  a  bank  that  makes  them  feel  at  home. 

As  Connecticut's  leading  bank  we  offer  a  breadth  of 
special  services  that  encompasses  every  banking  need— 
from  financial  counseling  to  creative  relocation  packages 
(including  mortgages).  We  can  help  transfer  accounts  from 
your  employees  present  bank  and  expedite  opening  new 
ones  at  Connecticut  National  Bank. 

Other  special  banking  services  available  include: 
discount  brokerage,  tax-free  investments,  private  banking, 
trusts,  credit  lines  and  more. 

If  you'd  like  to  relieve  your  employees  of  the  many 
financial  concerns  involved  in  relocation, 
call  (203)  728-4224.  Or  write  s*  i.       X 

Connecticut  National  Bank,  777        {j(Mlt€CTlCUt 
Main  Street  (MSN207),  Hartford,  l^Cvkrv^nl 

CT  061 15.  We'll  help  you  help  them    jyUjUJilUl 
make  the  right  banking  move.  T^nitlr 


Member  FDIC 


SUPPORT 

LIBERTY ! 


FOUNDING 

SPONSOR 


IT'S  UP  TO  US 


"We  will  not  forget  that  Liberty  has  made  here  her 
home,  nor  shall  her  chosen  alter  be  neglected," 
declared  Grover  Cleveland  on  Oct.  28,  1886. 

The  occasion  was  the  dedication  of,  to  use  its  full 
name,  the  Statue  of  Liberty  Enlightening  the  World. 

Today,  that  pledge  must  be  upheld  or  the  statue 
will  be  closed.  We  will  raise  the  money  to  keep  this 
magnificent  lady  in  the  manner  to  which,  with  our 
encouragement,  she  has  grown  accustomed.  We  must 
also  rescue  Ellis  Island  from  the  deplorable  decay 
into  which  it  has  slipped  since  the  government  closed 
it  30  years  ago. 

Between  1892  and  1954,  Ellis  Island  was  the  port 
of  entry  for  more  than  17  million  immigrants  to  this 
country.  Nearly  half  of  all  Americans  today  can  trace 
their  heritage  to  ancestors  who  came  to  Ellis  Island 
in  pursuit  of  the  freedom  promised  by  the  Statue  of 
Liberty. 

The  cost  of  this  massive  renovation,  is  expected  to 
exceed  $230  million.  There  will  be  no  federal  funding. 
It  is  up  to  us  to  restore  her  for  future  generations. 
U.  S.  Tobacco  is  proud  to  be  a  founding  sponsor  of 
the  campaign  to  restore  the  Statue  of  Liberty  and 
Ellis  Island.  In  addition  to  our  corporate  pledge  of 
$10  million,  we  are  leading  the  Connecticut  state 
campaign  to  raise  $5.5  million  from  other  corporate 
citizens,  large  and  small,  and  from  individuals. 
Connecticut  citizens  have  already  contributed  more 
than  $1  million.  We  hope  you  will  join  us  in  seeing 
this  project  through  to  its  glorious  conclusion. 

Louis  F.  Bantle 
Chairman  &  President 


^  c  1982  S.L.    E.I.  FOUNDATION,  INC 
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Better  Medicine  Begins  Here... 


From  basic  test-tube  research  to  finished  products,  Boehringer  Ingelheim 
Pharmaceuticals,  Inc.  works  with  the  newest,  most  exciting  techniques  and 
creative  minds  to  improve  the  science  of  health  care. 

Advances  in  clinical  pharmacology  have  enabled  us  to  pioneer  in  the 
introduction  of  products  widely  used  in  such  important  therapeutic  areas 
as  hypertension,  bronchospasm,  and  cardiovascular  disorders. 

Future  research  is  firmly  committed  to  continued  explorations  in  the  clinical 
pharmacology  of  a  broad  diversity  of  promising  therapeutic  entities. 


Boehringer 
Ingelheim 


Bcehringer  Ingelheim  Pharmaceuticals,  Inc. 
Ridgefield,  CT  06877 
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CONNECTICUT 


The  high  tech  presence  in  Connecticut  is  among 
the  strongest  of  any  state  in  the  nation.  Connecti- 
cut ranks  second  among  all  the  states  in  high  tech 
workers  as  a  percentage  of  its  workforce. 

tion  facility.  American  Cyanamid  is  in 
Wallingford,  Parke-Davis  is  in  Avon,  and 
Purdue-Frederick  is  in  Norwalk. 

There's  also  a  growing  cluster  of 
high-tech  operations  next  door — liter- 
ally— to  Yale  University  in  New  Haven. 
Science  Park,  adjacent  to  the  Yale 
campus,  is  an  innovative  research/ 
industrial  park  that's  providing  firms 
and  entrepreneurs  with  a  low-cost  set- 
ting and  a  working  link  with  the  science 
and  technical  resources  found  in  the 
faculty,  students,  libraries  and  labora- 
tories of  the  university.  The  project  is  a 


joint  development  of  the  state,  the  city, 
Yale  and  the  Olin  Corp.  It's  already 
home  to  some  50  firms,  including 
Sonecor  Network,  a  division  of  South- 
ern New  England  Telephone  Company. 
An  independent,  integrated  communi- 
cations company,  SNET  operates  in 
both  regulated  and  deregulated  mar- 
kets providing  network  services, 
information  management  systems  and 
communications  equipment. 

A  concept  similar  to  Science  Park  is 
behind  Conntech,  a  research  park 
under  development  at  the  University  of 
Connecticut  in  Storrs.  The  park,  on 
property  owned  by  the  state's  premier 
public  university,  will  feature,  in  addition 
to  business  sites,  a  hotel  and  con- 
ference center  and  residential  facilities. 

Other  state  programs  also  are  ensur- 
ing that  the  state  remains  a  fertile 
breeding  ground  for  new  high-tech  de- 
velopment, including  an  agency  that 
funds  new  product  development,  the 
establishment  of  "incubator  parks"  with 
low-cost  building  sites  for  start-up  ven- 
tures, new  education  and  training 
programs  and  larger  enrollments  in  the 
state  technical  schools,  periodic 
"technology  transfer  seminars"  to  ac- 
quaint smailer  firms  with  the  latest  in 
high-tech  applications,  and  a  one-stop 
clearinghouse  of  information  (dubbed 
CONNTAC,  for  Connecticut  Technology 
Assistance  Center)  on  all  the  public- 
and  private-sector  resources  available 


Connecticut.. .quite  frankly, 
we  couldn't  find  a  better  place 
to  accommodate 
our  demanding 
needs. 


Robert  R.  Hagy, 
president  and  CEO 
of  Triumph-Adler  of 
North  America,  Inc. 


for  high-tech  companies  and 
entrepreneurs. 

"Connecticut's  recognition  of  the  im- 
portance of  high-technology  industries 
and  its  commitment  to  further  high- 
technology  growth  and  development  is 
of  particular  significance.  High  tech- 
nology is  seen  as  a  key  element  in  the 
state  and  concrete  recommendations 
to  promote  it  are  in  place  and  working," 
says  Perkin-Elmer's  McDonell.  "In  a 
business  like  ours,  involving  several 
diverse  technologies,  that  recognition 
and  commitment  is  especially  impor- 
tant. It  sets  the  stage  for  future  growth 
not  only  for  Perkin-Elmer  but  for  Con- 
necticut's citizens  as  well." 

The  New  Connecticut  Economy  is 
also  richly  international.  Exporting  is 
big  business  for  Connecticut  manufac- 
turers. One  of  every  six  manufacturing 


PRO-GROWTH      INCENTIVES 


Connecticut's  1984  first-place  rank- 
ing for  the  best  business  growth 
climate  in  the  United  States  was 
based  on  "quantifiable  factors"  in  five 
categories — capital  resources,  labor, 
taxes,  state  support  and  business 
activity,  according  to  INC.  magazine. 
That  pretty  much  sums  up  all  the 
necessary  ingredients  that  are  fueling 
record  new  business  investments  and 
jobs  growth  in  Connecticut,  accord- 
ing to  Governor  Bill  O'Neill. 

Governor  O'Neill  says  Connecticut 
is  "making  it  easy  for  companies  to 
settle  right  in"  with  one  of  the  best 
state  assistance  and  incentive  pro- 
grams around,  including: 
»  a  $260  million  system  of  60  indus- 
trial parks  with  ready-to-build 
sites,  complete  with  infrastructure 
improvements; 

r  financial  and  tax  inducements  for 
firms  constructing  or  expanding  man- 
ufacturing plants  or  R&D  facilities  in 
targeted  urban  areas; 
e  the  nation's  first  Urban  Enterprise 
Zone  Program; 

*  personal  site  and  building  location 
assistance; 

■  the  first  state-backed  venture  cap- 
ital financing  agency  in  the  United 


States  to  offer  funding  for  new  prod- 
uct development; 

a  centralized,  one-stop  agency  of- 
fering industrial  financing  from 
$10,000  working  capital  loans  to  $10 
million  revenue  bonds; 

special  technical  and  support  ser- 
vices for  small  businesses; 

a  one-stop  clearinghouse  of  infor- 
mation on  public-  and  private-sector 
services,  programs  and  resources 
available  to  high-tech  companies  and 
entrepreneurs; 

i  sales  leads  and  assistance  for 
exporters. 

The  attractiveness  of  Connecticut's 
urban-area  inducements  is  attested 
to  by  an  impressive  $350  million  of 
new  capital  investments  undertaken 


by  companies  such  as  Frito  Lay, 
Anamet,  G&O  Manufacturing,  Trudy 
Corp.,  K.F.  Seitz,  Phelps  Dodge,  and 
Lightolier — all  in  just  the  past  seven 
years. 

The  incentives  include: 

80  percent  abatement  of  local  tax 
on  real  and  personal  property  for  five 
years; 

25  percent  reduction  in  the  state 
corporate  business  tax  for  ten  years; 

$500  grant  for  each  new  job 
created; 

special  low-cost  loans; 

job  training  assistance. 

Zeroing  in  even  further  on  inner-city 
economic  development,  Connecti- 
cut's Governor  O'Neill  signed  the 
nation's  first  state  Urban  Enterprise 
Zone  Program  into  law.  The  six  zones 
already  have  attracted  more  than 
$107  million  in  private-sector  projects 
in  just  the  past  two  years.  For  firms 
making  new  investments  in  manufac- 
turing and  R&D  operations,  the  zone 
incentives  double  the  reduction  in  the 
state  corporate  business  tax,  double 
the  amount  of  the  new  jobs  grants 
and  match  the  balance  of  benefits 
available  under  the  Urban  Jobs 
Program. 


Refill  a  postage 
meter  over  the  phone? 
It's  easy  if  you  have  a 
Pitney  Bowes  RMRS® 
postage  meter. 
When  you  use  it  with 
your  Pitney  Bowes  mailing 
machine,  it  seals  and  meter 
stamps  all  your  mail,  even 
produces  parcel  tapes  for  your 
heavy  mail  and  packages.  And 
when  you  run  out  of  postage  all 
you  do  is  make  a  toll-free  call*  and 
your  RMRS  postage  meter  is  full  again 
in  just  90  seconds  flat. 
That  means  no  more  trips  to  the  post 
office,  no  more  running  out  of  postage  in 
the  middle  of  a  mailing— in  short,  a  more 
efficient  mailroom. 

Postage  by  phone,  another  innovation  from 
Pitney  Bowes,  created  to  put  more  into  your 
mailroom  so  your  company  can  get  more  out  of  it. 
Bor  more  information,  call  toll-free  1-800-MR. 
BOWES,  ext.  22  (1-800-672-6837,  ext.  22). 

*A  small  charge  is  made  for  each  transaction. 

Pitney  Bowes,  1774  Pacific  St.,  Stamford,  CT  06926-0700 
Over  700  sales  and  service  points  throughout  the  U.S.  and 
Canada.  Mailing,  Shipping,  Dictating  and  Facsimile  Systems, 
Copiers,  Business  Forms  and  Office  Supplies. 


=p  Pitney  Bowes 
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COHNECTiCUT 

jobs  is  tied  to  products  destined  for 
overseas  markets.  That's  $6  billion  or 
about  12  percent  of  the  gross  state 
product 

But  there  are  also  reverse  invest- 
ments. Exporting  has  made  Connecti- 
cut companies  and  products  well- 
known  around  the  world,  and  that's 
given  state  officials  a  leg  up  in  attract- 
ing overseas-based  manufacturers  to 
set  up  U.S.  operations  in  the  state.  The 
importance  of  this  international  con- 
nection is  not  lost  on  the  state's 
domestic  corporate  community.  Both  of 
the  Governor's  business  recruiting  mis- 


Connecticut  is  becoming  an  increasingly 
popular  location  for  regional  distribution  centers. 
American  Honda  Motor  Company  recently  con- 
structed a  $9  million  facility  in  Windsor  Locks. 

sions  to  Europe  were  sponsored  by  the 
Connecticut  Economic  Development 
Corporation,  a  unique  organization  of 
top  corporations  working  to  support 
the  state's  development  efforts.  The 


Bright  ideas 
For  Tomorrow 


At  Northeast  utilities,  we're  working  with  a 
growing  number  of  Connecticut  and  western 
Massachusetts  community  planners.  And  they 
have  some  outstanding  ideas. 

ideas  about  how  their  communities  can 
attract  new  businesses.  Ideas  on  how  to  help 
existing  businesses  prosper  and  grow.  And 
ideas  on  how  communities  can  create 
and  preserve  jobs. 

Energy  is  part  of  those  ideas  for  tomorrow. 
At  NU,  we're  striving  to  find,  and  share,  even 
more  efficient  ways  to  use  all  forms  of 
energy. 

we're  already  helping  designers  and  build- 
ers by  providing  recommendations  that  can 
reduce  energy  use  by  nearly  half  in  new  struc- 
tures. And  by  providing  energy  audits  and 
advice  for  existing  structures.  And  we're  explor- 
ing new  ideas  like  fuel  cells,  cogeneration  and 
solar  power  to  help  reduce  energy  use. 

we  believe  the  future's  bright  for  our  cities 
and  towns.  NU's  proud  to  provide  the  depend- 
able energy  and  technical  support  for  today's 
ideas  . . .  and  for  the  bright  ideas  of  tomorrow. 
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THE  CONNECTICUT  LIGHT  AND  POWER  COMPANY 
WESTERN  MASSACHUSETTS  ELECTRIC  COMPANY 
HOLYOKE  WATER  POWER  COMPANY 
NORTHEAST  I  ,  COMPANY 

NORTHEAST  NUCLEAR  ENEP  .,      3MF  ANY 

This  advertisement  paid  for  by  NU  shareholders. 


CEDC  is  chaired  by  William  B.  Ellis, 
who  also  chairs  the  state's  largest  utility 
company  Northeast  Utilities. 

Connecticut's  international  recruit- 
ment record  has  been  impressive.  More 
than  250  foreign  firms,  chiefly  of  Euro- 
pean origin,  have  located  or  expanded 
plants  in  Connecticut  since  1975,  in- 
cluding Pez-Haus  of  Austria;  Lego 
Systems  of  Denmark;  Jagenberg  Inc. 
and  Leybold  Heraeus  Systems  of  West 
Germany;  Norelco  of  the  Netherlands; 
Saab-Scania  of  Sweden;  Nestle  of 
Switzerland;  and  Cadbury  Schwepps 
of  the  United  Kingdom. 

The  state's  recruitment  reach  over- 
seas, coordinated  by  an  office  in 
Frankfurt,  has  been  extended  to  the 
other  side  of  the  globe  with  a  recently 
opened  branch  in  Tokyo.  Carson  points 
out  that  the  state  has  already  proven  an 
attraction  to  several  Japan-based  cor- 
porations, who  have  responded 
accordingly:  Honda  with  a  $9  million 
distribution  facility  in  Windsor  Locks; 
Pilot  Pen  with  its  American  corporate 
headquarters  and  a  distribution  center 
in  Trumbull;  and  Nitsuko  America  with  a 
manufacturing  facility  in  Shelton. 

But  Connecticut  is  looking  for  even 
more  corporate  investments  originating 
in  the  Land  of  the  Rising  Sun.  "We're 
confident  that  the  success  we  have 
had  with  European  firms  and  the  ad- 
vantages we've  proven  for  their 
operations  here  can  be  transferred  for 
the  benefit  of  Japan-based  companies 
as  they  move  to  establish  a  presence 
on  the  Atlantic  side  of  the  U.S. 
continent,"  says  Carson. 

The  New  Connecticut  Economy  isn't 
just  for  manufacturers;  it's  proven  that  it 
has  also  been  good  for  the  service 
sectors. 

The  state's  capital,  Hartford,  is  also 
the  Insurance  Capital  of  the  World,  the 
area  being  home  to  a  dozen  big  names 
in  the  industry.  Three  of  CIGNA's  major 
operating  groups  are  based  in  the  re- 
gion and  were  responsible  for 
producing  revenues  of  more  than  $10 
billion  for  the  corporation  in  1984.  CIG- 
NA's growth  "has  been  nurtured  by  an 
abundant  pool  of  skilled  people  and  a 
climate  favorable  to  our  business,"  ac- 
cording to  CIGNA  chairman  and  CEO 
Robert  D.  Kilpatrick. 

And,  of  course,  the  addresses  of  the 
world  headquarters  of  a  good  percent- 
age of  the  FORBES  "500s",  including 
Champion  International,  U.S.  Tobacco, 
and  Xerox  Corp.,  read  Connecticut.  In 
all,  there's  nearly  40  of  the  world's 
largest  corporations  based  in  the  state. 
Though  the  bulk  were  part  of  the  corpo- 
rate migration  to  the  state  in  the  1970s, 
their  reasons  for  the  move  are  not  only 
still  in  place,  they've  been  reinforced. 

"We  think  Connecticut  is  a  special 
place.  It  is  a  state  where  people  enjoy 
working  and  living,"  says  Louis  F. 
Bantle,  chairman  of  the  board  and 


TOUGH  COPIERS. 
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Copier  customers  are  tough! 
After  all,  when  you're  responsible 
for  the  copiers  used  in  your 
company,  it's  really  your  image 
that's  on  the  line.  So  you  will  be 
interested  to  know  why  more  and 
more  of  America's  Fortune  500 
companies  are  making  Royal 
Copiers  their  choice. 

These  demanding  companies  are 
choosing  Royal  Copiers  because  of 
the  company  that  stands  behind 
them.  Royal  has  been  providing 
quality  office  machines  to  tough 
customers  for  over  80  years. 
During  this  period,  Royal  has  built 
one  of  the  most  professional  and 


responsive  nationwide  sales  and 
service  networks  in  the  industry. 

Royal  will  work  with  you 
personally  like  no  other  copier 
company.  We'll  create  a  customized 
acquisition  plan  to  meet  your 

ROYAL  COPIERS 

needs.  We  will  prepare  individual- 
ized management  information 
reports  to  help  you  more  effec- 
tively manage  your  copier  installa- 
tions. Simply,  Royal  is  prepared  to 
do  whatever  it  takes  to  be  your 
tough  copier  company. 
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The  fact  that  Royal  Copiers  earn 
the  highest  marks  for  reliability 
and  performance  just  isn't  good 
enough  for  us. 

You're  tough!  We're  tough!  We 
have  to  be,  our  81  year  heritage 
demands  it. 

Call  the  Royal  hot  line  now, 
toll-free,  1-800-528-6050 
ext.  2246. 


ROYAL 

BUSINESS  MACHINES,  INC. 


A  Triumph -Adler  North  America  Company 


When  the  need  is  critical, 
the  Copier  is  Royal. 


Royal  is  a  registered  trademark  of  Royal  Business  Machines,  Inc.  ©  1985 
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Thanks  Connecticut. 
Our  home  for  60  years. 


UNITED 
TECHNOLOGIES 


CONNECTICUT 

president  of  U.S.  Tobacco,  headquar- 
tered in  Greenwich  since  1970. 
"Because  of  our  proximity  to  major  met- 
ropolitan areas  and  because  of  the 
quality  of  life  that  Connecticut  offers, 
we  have  been  able  to  attract  a  talented, 
diversified  workforce." 

"When  Xerox  was  looking  Tor  a  place 
to  build  our  new  corporate  headquar- 
ters 15  years  ago,  we  knew  exactly 
what  we  were  looking  for.  We  wanted  a 
place  where  business  and  government 
could  work  together  for  a  dynamic 
community.  We  wanted  a  place  with  a 
quality  of  life  that  would  attract  and 
satisfy  our  employees.  And  we  wanted 
to  be  part  of  a  community  of  business 
leaders.  We  found  all  those  things  in 
Fairfield  County,"  says  David  T.  Kearns, 
president  and  CEO  of  Xerox  Corp. 

"We  made  a  commitment  to  Con- 
necticut then,  a  commitment  we  intend 
to  keep  in  the  future,"  he  adds.  Xerox 
has  just  broken  ground  to  begin  Xerox 
Centre,  a  19-story  office  building  in 
Hartford,  and  has  acquired  half-interest 
in  First  Stamford  Place,  a  major  office 
complex  in  that  city. 

In  fact,  office  development  is  explod- 
ing in  Stamford  as  well  as  in  Hartford. 
Throughout  the  state,  financial  and 
other  service  categories  are  generat- 
ing record  new  employment.  Hartford 
is  home  to  several  of  New  England's 
largest  financial  institutions,  including 
Connecticut  National  Bank  and  Con- 


Connecticut  is  a  special 
place.  It  is  a  state  where  people 
enjoy  working 
and  living. 

Louis  F.  Bantle, 
chairman  of  the 
board  and 
president  of  U.S. 
Tobacco 


necticut  Bank  and  Trust. 

New  business  and  commercial  de- 
velopment is  booming  around  the  $100 
million  modernization  and  expansion  of 
Bradley  International  Airport  in  Windsor 
Locks,  along  the  1-91  corridor  leading 
through  the  center  of  the  state,  and  in 
major  cities  and  regions  throughout 
Connecticut. 

It's  all  because  in  whatever  line  of 
business,  time  after  time,  corporate 
headquarters  and  manufacturers  alike 
are  finding  that  there  is  no  other  place 
with  the  advantages  and  benefits  of 
Connecticut  and  the  New  Connecticut 
Economy  to  locate,  to  do  business  and 
to  grow. 

In  1979,  after  the  firm's  acquisition  by 
Volkswagen,  corporate  management  of 
Royal  Business  Machines,  Inc.,  and  its 
parent,  Triumph-Adler  A.G.,  undertook 
a  study  to  replace  its  nearly  80-year-old 
Hartford  headquarters.  After  the  man- 


ufacturer and  worldwide  distributor  of 
office  products  looked  at  its  long-range 
plans,  and  after  a  nationwide  relocation 
search  and  review  of  proposed  sites, 
Royal  chose  to  stay  in  Connecticut.  It's 
new  site,  in  Windsor,  is  just  outside  of 
Hartford. 

"A  major  consideration  in  Royal's  de- 
cision to  remain  in  Connecticut  was  the 
overall  progressive  environment  suita- 
ble to  maintain  its  current,  dedicated 
employees  and  to  attract  the  qualified 
personnel  to  properly  manage  the  con- 
tinued growth  of  this  company. 
Additional  factors  which  played  impor- 
tant roles  in  the  decision  included  the 
favorable  economic  conditions  and  this 
state's  sound  infrastructure,"  says 
Robert  R.  Hagy,  president  and  CEO  of 
Triump-Adler  of  North  America,  Inc. 

"Connecticut  has  been  our  home 
since  1906,"  says  Hagy,  "and,  quite 
frankly,  we  couldn't  find  a  better  place  to 
accommodate  our  demanding  needs." 

All  in  all,  that's  the  New  Connecticut 
Economy,  says  Carson. 

This  supplement  was  written  by  Donald  J.  Goncalves, 
public  information  officer,  and  coordinated  by  David  C. 
Driver,  director  of  marketing  services,  Connecticut 
Department  of  Economic  Development. 

For  further  information  regarding  the  State  of 

Connecticut,  contact: 

John  J.  Carson,  Commissioner 

Connecticut  Department  of  Economic  Development 

Suite  2,  210  Washington  Street 

Hartford,  CT  06106 

Telephone  (203)  566-3787 

Designed  by  Hoashi  Studio,  Inc. 


350  YEARS  OF  PEOPLE  AND  PROGRESS 


It  sounds  like  a  Horatio  Alger  story 
from  a  humble  origin  to  greatness. 
Connecticut's  beginnings  350  years 
ago  were  as  modest  as  the  early 
settlers  that  pioneered  the  state's  river 
valleys.  But  from  a  state  not  overly  rich 
in  natural  resources  or  in  total  number 
of  acres,  Connecticut  residents  have 
gone  on  to  form  and  shape  not  only 
their  state  but  the  American  nation  as 
well,  according  to  Wilson  H.  Faude, 
chairman  of  the  state's  historical 
commission. 

Connecticut  is  officially  called  the 
Constitution  State.  That's  because  in 
1639,  Connecticut  statesmen  drafted 
the  first  written  constitution  to  promote 
the  principle  of  government  based  on 
the  will  of  the  people — long  before 
Thomas  Jefferson  and  John  Hancock 
got  together  in  Philadelphia.  The  doc- 
ument was  called  the  Fundamental 
Orders. 

When  the  revolt  later  came  against 
Mother  England,  Governor  Trumbull  of 
Connecticut  was  the  only  Colonial 
governor  who  supported  the  rebels. 
He  turned  Connecticut's  supplies 
toward  their  troops  and  saved  the 
army  at  Valley  Forge  from  starvation. 


How  different  the  outcome  of  the  war 
might  have  been  without  Connecticut 
the  Provision  State,  Faude  asks. 

Then,  when  it  finally  came  time  for 
the  Philadelphia  summit  to  shape  the 
blueprint  for  a  united  government, 
Connecticut  residents  Oliver  Ells- 


CELEBRATE 

CONNECTICUT 
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worth  and  Roger  Sherman  were  on 
hand  to  play  key  roles. 

Many  of  today's  taken-for-granted 
staples  originated  in  Connecticut. 
Where  would  the  nation,  let  alone  the 
world  be,  without  Connecticut's  uni- 
que contributions  of  the  long-playing 


record,  the  steamboat,  the  color 
television,  the  first  submarine  and  the 
first  nuclear  sub,  accident  insurance, 
the  lollipop  and  the  hamburger, 
Frisbees™,  blotters,  schools  for  the 
deaf  and  the  handicapped,  or  the  first 
mail-order  business — all  products  of 
Connecticut  ingenuity. 

Individuals  who  were  born  or 
blossomed  in  Connecticut  include: 
J.R  Morgan,  financier;  Fredrick  Law 
Olmsted,  landscape  architect;  artists 
Trumbull,  Church,  Calderand  Mother- 
well. In  industry:  Fitch,  Colt,  Whitney, 
Sikorsky,  Krieble,  Goodyear,  George 
Jackson  Mead  and  Peter  Goldmark; 
Gallaudet,  Crandall  and  Barnard  in 
education;  Cogswell  and  Wells  in 
medicine;  Wallace  Stevens,  Harriet 
Beecher  Stowe,  Lydia  Sigourney, 
Arthur  Miller  and  Mark  Twain  in 
literature. 

Through  April  1986,  Connecticut, 
its  residents  and  guests  will  officially 
honor  the  state's  350  years  of  history, 
industry,  heritage  and  arts  with  spe- 
cial exhibitions,  gatherings  and 
events. 

All  of  you  are  invited  for  the 
celebration. 


OME  THUGS 
SPEAK  FOR 
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Connecticut's  business-minded  economic  climate 
is  getting  lots  of  attention  these  days.  And  it's  getting  it  from  people  who  know  a  good  thing  when 
they  see  it.  Discover  for  yourself  what  Connecticut  has  to  offer  you  and  your  company 
Who  knows  what  you  may  be  missing? 

Contact  Commissioner  John  J.  Carson,  Connecticut  Department  of 
Economic  Development,  Room  2, 210  Washington  St.,  Hartford,  CT 06106. 
Or  call  203/566-3787. 

BETWR  YET  CONNECTICUT 


The  Forbes  500s- Jobs  And  Productivity 


Big  companies  expanded  their  sales  last  year  and 
shrank  their  payrolls.  Is  that  good  or  bad?  Depends 
on  whether  you  re  a  politician  or  an  economist. 


The  productivity  puzzle 


Creating  jobs — what  politician  has  not  used  that  as 
a  measure  of  a  corporation's  worth?  An  economist, 
however,  might  find  something  to  praise  in  elimi- 
nating jobs,  not  in  creating  them.  Why?  Because  if  the 
same  physical  output  is  generated  with  fewer  workers, 
then  productivity  is  higher.  Productivity  growth  is  the 
engine  of  future  higher  living  standards  for  everyone. 

If  the  politicians'  argument  is  the  sole  standard,  the 
Forbes  500s  companies  must  be  found  wanting.  They  cut 
their  employee  rosters  by  840,000  last  year,  even  as  they 
expanded  sales.  But  by  the  economist's  argument,  these 
idled  workers  will  find  new  jobs  elsewhere — even  if  the  big 
companies  are  not,  on  balance,  hiring  one  another's  excess 
workers. 

That  these  idled  workers  are  indeed  finding  new  jobs  is 
shown  in  the  overall  economic  statistics  of  prosperous 
1984.  Despite  the  misfortune  of  laid-off  workers,  total 


civilian  employment  grew  by  4%,  to  105  million,  even 
while  Forbes  500s'  employment  was  declining  by  4%,  to 
about  21  million. 

Some  indications  of  productivity  can  be  seen  in  this 
table,  in  sales  per  employee  and  assets  per  employee.  Sales 
per  employee  for  the  group  was  $133,000  last  year,  a  gain 
of  about  10%  from  1983.  Overall  assets  per  employee  came 
to  $231,000,  a  gain  of  about  11%. 

To  be  sure,  these  are  crude  measures,  since  inflation 
played  a  part  and  the  asset  figures  are  top-weighted  by 
banks.  But  a  good  deal  of  it  was  solid  productivity.  Those 
gains  of  10%  and  11%  were  better  than  twice  the  inflation 
rate,  as  measured  by  the  Consumer  Price  Index,  which 
averaged  4.2%  higher  in  1984  than  in  1983.  And  they 
mirror  the  productivity  story  that  can  be  read  in  the  Labor 
Department's  statistics,  which  show  a  3.6%  productivity 
gain  for  1984. 
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Employees    

Company     (000)      Sales  (rank) 

■Per  employee 
Profits  (rank) 

($000) 

Assets  (rank) 

General  Motors 

748.0 

112.2  (506| 

6.0 

464) 

69.5  (601) 

Sears,  Roebuck 

454.0 

85.5  (641) 

2.9 

621) 

125.7  (449) 

Ford  Motor 

383.7 

136.5  (401) 

7.6 

409) 

71.5  (588) 

IBM 

382.2 

120.2  (468) 

17.2 

148) 

112.0  (472) 

American  Tel  &  Tel 

365.0 

90.9  (616) 

3.8 

576) 

109.1  (477) 

General  Electric 

330.0 

84.7  (645) 

6.9 

426) 

74.9  (573) 

K  mart 

270.0 

78.1  (678) 

1.8 

6811 

34.3  (740) 

3 

ITT 

252.5 

76.4  (688) 

1.4 

700) 

124.1  (454) 

? 

United  Technologies 

199.6 

81.8  (654) 

3.2 

607) 

49.6  (687) 

) 

GTE 

184.9 

78.7  (673) 

5.8 

473) 

142.6  (428) 

1 

Mobil 

178.5 

314.0  (113) 

7.1 

423) 

234.5  (370) 

I 

JC  Penney 

177.5 

75.8  (694) 

2.5 

642) 

46.0  (702) 

J 

Safeway  Stores 

165.3 

118.8  (476) 

1.1 

712) 

27.4  (764) 

» 

Kroger 

160.5 

99.2  (564) 

1.0 

715) 

23.0  (773) 

j 

EI  Du  Pont 

158.5 

227.1  (201) 

9.0 

357) 

152.0  (416) 

5 

PepsiCo 

152.0 

50.6  (763) 

1.4 

700) 

32.6  (747) 

7 

Exxon 

150.0 

605.7  (  30) 

36.9 

48) 

421.9  (320) 

I 

McDonald's 

139.0 

24.2  (782) 

2.8 

625) 

30.4  (754) 

? 

Goodyear 

133.3 

76.8  (686) 

3.1 

615) 

46.5  (700) 

3 

Westinghouse  Electric 

126.8 

80.9  (659) 

4.2 

549) 

72.1  (584) 

1 

Eastman  Kodak 

124.7 

85.0  (642) 

7.4 

415) 

86.4  (538) 

Rank 


Employees    

Company     (000)       Sales  (rank) 


-Per  employee 
Profits  (rank) 


($000) 

Assets  (rank) 
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Federated  Dept  Stores 

123.7 

78.2 

676) 

2.7 

628) 

42.6 

713) 

23 

Beatrice 

120.0 

95.2 

588) 

3.5 

594) 

84.1 

543) 

24 

Allied  Corp 

116.1 

92.4 

606) 

4.2 

549) 

70.5 

595) 

25 

FW  Woolworth 

115.9 

49.5 

764) 

1.2 

709) 

19.9 

778) 

26 

Dayton-Hudson 

115.0 

69.6 

716) 

2.3 

657) 

33.0 

745) 

27 

Marriott 

114.8 

30.7 

779) 

1.2 

709) 

25.3 

767) 

28 

RCA 

108.0 

93.6 

595) 

2.5 

642) 

76.1 

562) 

29 

Nynex 

1059 

89.8 

621) 

9.3 

345) 

187.4 

392) 

30 

Rockwell  Intl 

104.2 

92.7 

603) 

5.2 

499) 

55.6 

657) 

31 

Xerox 

102.3 

113.5 

497) 

2.4 

654) 

150.6 

418) 

32 

Chrysler 

100.4 

194.9 

241) 

14.9 

172) 

90.2 

523) 

33 

Union  Carbide 

98.9 

96.1 

582) 

3.4 

597) 

106.3 

483) 

34 

Tenneco 

97.5 

152.7 

327) 

6.5 

441) 

186.7 

393) 

35 

BellSouth 

97.3 

97.9 

575) 

12.9 

225) 

243.4 

366) 

36 

RJ  Reynolds  Inds 

96.2 

103.1 

546) 

12.3 

246) 

96.4 

511) 

37 

General  Dynamics 

95.8 

81.8 

654) 

4.0 

563) 

31.7 

749) 

38 

Motorola 

94.4 

58.7 

753) 

4.1 

556) 

44.5 

705) 

39 

Honeywell 

93.9 

64.7 

735) 

2.5 

642) 

50.7 

680) 

40 

Sara  Lee 

92.1 

82.2 

653) 

2.2 

665) 

33.1 

744) 

41 

TRW 

90.9 

66.6 

729) 

2.9 

621) 

38.3 

725) 

42 

Bell  Atlantic 

90.0 

89.8 

621) 

10.8 

283) 

207.5 

383) 
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The  Forbes  500s- Jobs  And  Productivity 

Rank 

Employees      

Company     (000)      Sales  (tank) 

-Per  employe) 
Profits  (ran 

:  ($000) 

i)     Assets 

Employees      

Company     (000)      Sales  (rank) 

Per  employee  ( 
Profits  (rank) 

(000) 

rank) 

Rani 

Assets  (r;  i 

43 

BankAmerica 

89.2 

161.4  (306 

3.9 

569 

1319.4 

138) 

96 

North  Amer  Philips 

57.0 

76.0  (692) 

2.3 

657) 

44.2  (7  ! 

44 

United  States  Steel 

88.8 

205.9  (226 

4.7 

522 

214.0 

380) 

97 

Standard  Oil  Indiana 

55.2 

488.6  (  45) 

39.6 

40) 

466.6  (3  || 

45 

American  Stores 

87.7 

138.2  (392 

2.1 

670 

43.4 

711) 

98 

Control  Data 

55.0 

91.4  (609) 

0.6 

728) 

174.4  (4! 

46 

Pacific  Telesis  Group 

87.3 

89.7  (624 

9.5 

336 

207.1 

384) 

99 

Carter  Hawley  Hale 

54.0 

71.0  (708) 

1.7 

686) 

36.3  (7 

47 

Boeing 

86.6 

119.6  (471 

9.1 

354 

98.0 

505) 

99 

Signal  Cos 

54.0 

111.2  (511) 

5.3 

494) 

102.1  (4 

48 

Minn  Mining  &  Mfg 

86.2 

89.4  (627 

8.5 

375 

70.7 

592) 

101 

Dun  &  Bradstreet 

53.7 

44.6  (774) 

9.7 

330) 

42.6  (7  ) 

49 

Texas  Instruments 

83.6 

68.7  (721 

3.8 

576 

40.9 

720) 

102 

Natl  Medical  Entrprs 

53.0 

42.3  (776) 

2.5 

642) 

48.2  (6| 

50 

Borg-Warner 

82.9 

47.2  (772 

2.5 

642 

33.6 

742] 

103 

Burlington  Inds 

53.0 

57.5  (756) 

0.7 

726) 

41.8  (7 

51 

McDonnell  Douglas 

81.4 

118.7  (477 

4.0 

563 

76.0 

566) 

104 

Ralston  Purina 

52.8 

99.2  (564) 

4.6 

528) 

51.2  (6| 

52 

Household  Intl 

81.1 

102.7  (549 

2.9 

621 

123.9 

455) 

105 

Singer 

52.5 

48.0  (767) 

1.0 

715) 

28.0  |7 

53 

General  Mills 

80.7 

70.0  (715 

2.3 

657 

40.7 

721) 

106 

Dow  Chemical 

52.2 

218.9  (212) 

10.5 

295) 

219.0  (3  ! 

54 

Digital  Equipment 

79.3 

78.6  (674 

6.1 

459 

78.2 

555) 

107 

Interco 

51.5 

51.8  (760) 

1.7 

686) 

30.8  (71 

55 

WR  Grace 

79.3 

84.9  (644 

2.5 

642 

67.2 

608) 

107 

RH  Macy 

51.5 

83.4  (650) 

4.2 

549) 

45.0  (7i 

56 

Beverly  Enterprises 

78.0 

18.2  (785 

0.6 

728 

21.8 

776) 

109 

Bethlehem  Steel 

51.4 

104.9  (537) 

-2.6 

752) 

85.4  (5. 

57 

Amer  Info  Technol 

77.8 

107.3  (525 

12.7 

226 

226.8 

373) 

110 

Monsanto 

49.8 

134.4  (410) 

8.8 

367) 

128.0  (4, 

58 

Hewlett-Packard 

77.0 

81.8  (654 

7.3 

418 

66.6 

611) 

111 

Champion  Intl 

49.2 

104.1  (544) 

-0.1 

741) 

138.5  (4. 

59 

Lockheed 

76.6 

106.0  (534 

4.5 

534 

41.4 

717| 

112 

Holiday  Inns 

49.0 

35.9  (778) 

2.7 

628) 

47.9  (6«i 

60 

Johnson  &  Johnson 

75.8 

80.8  (661 

6.8 

432 

59.9 

643) 

113 

Burlington  Northern 

48.1 

190.5  (252) 

12.6 

233) 

237.6  [3n 

61 

Sperry 

75.5 

71.2  (705 

3.5 

594 

76.1 

562) 

114 

LTV 

48.0 

146.9  (349) 

-7.9 

765) 

144.4  (4! 

62 

American  Brands 

75.0 

71.1  (707 

5.4 

489 

103.2 

489) 

115 

American  Home  Prod 

47.4 

94.7  (590) 

14.4 

185) 

64.0  (6i| 

63 

Raytheon 

74.7 

80.3  (663 

3.3 

602 

48.2 

692) 

116 

IC  Industries 

47.3 

89.3  (628) 

2.6 

635) 

102.4  \W 

64 

American  Express 

73.5 

175.6  (278 

8.3 

383 

842.0 

226) 

117 

Teledyne 

47.0 

103.5  (545) 

5.7 

476) 

121.7  (4M 

65 

May  Dept  Stores 

72.6 

65.6  (733 

2.9 

621 

42.0 

715) 

118 

Aetna  Life  &  Cas 

46.8 

329.6  (103) 

1.2 

709) 

1091.5  (1! 

66 

Dart  &  Kraft 

72.3 

135.0  (407 

6.3 

447 

73.1 

579) 

119 

Great  Atl  &  Pac  Tea 

46.5 

126.4  (445) 

1.1 

712) 

28.9  (73 

67 

Southwestern  Bell 

71.9 

100.0  (563 

•     12.3 

246 

250.9 

363| 

120 

Union  Pacific 

46.4 

167.9  (297) 

106 

292) 

224.0  (33 

68 

Transworld 

71.7 

27.9  (780 

1.6 

692 

16.1 

781) 

121 

Armco 

46.2 

98.3  (572) 

-6.5 

762) 

79.7  (5S 

69 

Wal-Mart  Stores 

71.5 

91.2  (612 

3.8 

576 

31.2 

750) 

122 

Ogden 

45.5 

47.0  (773) 

0.9 

719) 

24.4  (7" 

70 

Hospital  Corp  of  Am 

71.0 

49.3  (765 

4.2 

549 

68.0 

604) 

123 

Owens-Illinois 

45.0 

78.8  (672) 

3.0 

619) 

70.8  (5ffl 

71 

US  West 

70S 

102.9  (547 

12. S 

236 

240  5 

367) 

124 

Cigna 

44.9 

329  4   (1041 

0.6 

728) 

870.2  (21' 

72 

Melville 

70.7 

62.6  (743 

2.7 

628 

22.8 

775) 

125 

AMR 

44.6 

120.0  (470) 

5.2 

499) 

118.0  (4M 

73 

Halliburton 

70.4 

77.4  (682 

4.7 

522 

76.1 

562) 

126 

Deere 

44.4 

96.4  (581) 

1.7 

686) 

125.2  (4SJ 

74 

Gulf  &  Western  Inds 

69.0 

81.1  (658 

3.1 

615 

149.3 

419| 

127 

Standard  Oil  Ohio 

44.1 

265.2  (155) 

33.7 

61) 

396.6  (3c ! 

75 

Nabisco  Brands 

69.0 

90.7  (619 

4.5 

534 

54.5 

662) 

128 

HJ  Heinz 

44.0 

92.9  (601) 

5.9 

465) 

58.0  (64 

76 

Philip  Morris 

68.0 

149.1  (340 

13.1 

216 

137.3 

437) 

129 

Campbell  Soup 

43.2 

88.8  (630) 

4.5 

534) 

56.5  |6;i 

77 

Pillsbury 

67.8 

66.9  (728 

2.8 

625 

40.3 

722| 

130 

Merrill  Lynch 

43.2 

137.0  (398| 

2.2 

665) 

714.7  (24J 

78 

Winn-Dixie  Stores 

67.8 

111.2  (511 

1.6 

692 

17.4 

780) 

131 

Martin  Marietta 

43.0 

91.2  (612) 

-4.5 

756) 

51.7  (6M 

79 

Citicorp 

67.4 

304.3  (123 

13.2 

214 

2235.9 

55) 

131 

Zayre 

43.0 

74.3  (702) 

1.9 

677) 

25.8  (7(i 

79 

Litton  Industries 

67.4 

69.1  (720 

4.3 

546 

66.5 

613) 

133 

American  Standard 

43.0 

74.8  (698) 

2.3 

657) 

53.0  (6(i 

81 

Lucky  Stores 

66.0 

139.9  (383 

1.4 

700 

28.3 

760) 

134 

Colgate-Palmolive 

42.8 

114.7  (490) 

1.7 

686) 

60.0  {6'1 

82 

Santa  Fe  Southern 

65.1 

102.3  (552 

7.5 

412 

178.9 

396) 

135 

United  Brands 

42.5 

76.4  (688) 

0.3 

735) 

24.7  (7<t 

83 

Burroughs 

64.4 

74.7  (700 

3.8 

576 

69.9 

597) 

136 

Humana 

42.3 

47.5  (769) 

4.7 

522) 

62.6  (6c 

84 

UAL 

63.0 

110.6  (517 

4.1 

556 

81.9 

547) 

137 

Textron 

42.0 

76.7  (687) 

2.7 

628) 

52.6  (6d 

85 

Allied  Stores 

62.0 

64.0  (738 

2.3 

657 

43.2 

712) 

137 

Amer  Medical  Intl 

420 

49.2  (766) 

3.4 

597) 

66.9  (6( 

85 

NCR 

62.0 

65.7  (732 

5.5 

487 

57.9 

650) 

139 

Warner-Lambert 

41.5 

76,3  (690) 

5.4 

489) 

69.9  (5<f 

87 

Procter  &  Gamble 

61.7 

217.1  (214 

12.4 

239 

162.9 

406': 

139 

Wendy's  International 

41.5 

22.6  (783) 

1.7 

686) 

14.8  [7i 

88 

Texaco 

61.4 

771.1  (   19 

5.0 

509 

614.9 

267) 

141 

Dresser  Industries 

41.5 

92.7  (603) 

1.9 

677) 

77.5  (5f 

89 

Southland 

61.3 

190.2  (253 

2.6 

635 

54.5 

662) 

142 

Alcoa 

41.1 

139.9  (383) 

6.2 

452) 

154.3  (4) 

90 

Caterpillar  Tractor 

61.2 

107.5  (523 

-7.0 

763 

101.7 

496) 

143 

Occidental  Petroleum 

41.0 

380.2  (   76) 

13.9 

198) 

299.3  |3f  i 

91 

CSX 

60.3 

131.'  (420 

7.7 

408 

193.1 

388) 

144 

Eaton 

40.8 

86.0  (638) 

6.2 

452) 

64.0  (62 

92 

Firestone 

60.1 

66.0  (731 

1.5 

695 

43.7 

710) 

145 

Levi  Strauss 

40.5 

62.1  (745) 

1.0 

715) 

35.1  [7?\ 

93 

Associated  Dry  Goods 

59.0 

69.6  (716 

2.0 

675 

35.3 

734) 

146 

Chase  Manhattan 

40.4 

244.5  (181) 

10.0 

318) 

2149.8  (  I 

94 
95 

Emerson  Electric 

57.8 

74.8  (698 

6.2 

452 

51.7 

672) 

147 

Coca-Cola 

40.3 

183.0  (262) 

15.6 

167) 

148.0  (42  i 

General  Foods 

57.5 

155.0  (320 

5.9 

465 

76.5 

560) 

148 

Supermarkets  General 

40.0 

108.7  (522) 

1.3 

706) 

24.6  (7/ 

232 


FORBES,  APRIL  29,  1 


The  Forbes  500s- Jobs  And  Productivity 

Employees      

nk                      Company     (000)      Sales  (tank) 

Per  employe 
Profits  (ran 

.  ($000) 

Rank 

Employe 
Company     (000) 

ioyee  ( 
(rank) 

Ic)    Assets  (rank) 

Sales  (rank] 

Profits 

Assets  (rank) 

9           Atlantic  Richfield 

39.9 

595.7  (  32) 

14.2 

188 

554.6  (285) 

202 

Transamerica 

29.7 

181.8  (267 

5.7 

476) 

421.0  (321) 

0                                Pfizer 

39.9 

96.7  (580| 

12.7 

226 

101.6  (497) 

203 

Travelers 

29.6 

455.7  (  56 

8.8 

367) 

1232.1  (152) 

1               Georgia-Pacific 

39.5 

169.2  (293) 

3.0 

619 

121.1  (459) 

204 

Zenith  Electronics 

29.5 

58.2  (754 

2.2 

665) 

30.8  (752) 

2                          Northrop 

39.4 

93.7  (594) 

4.2 

549 

49.7  (686) 

205 

Emhart 

29.2 

61.4  (746 

3.1 

615) 

36.3  (731) 

3                          Chevron 

38.9 

714.9  (  22) 

39.4 

41 

934.0  (214) 

206 

Times  Mirror 

29.1 

95.2  (588 

8.0 

398) 

87.7  (533) 

4                 Weyerhaeuser 

38.9 

142.6  (368) 

5.8 

473 

153.1  (415) 

207 

Harris  Corp 

29.1 

75.2  (696 

3.1 

615) 

64.6  (622) 

5      Anheuser-Busch  Cos 

38.9 

167.2  (299) 

10.1 

313 

116.3  (465) 

208 

BF  Goodrich 

29.1 

118.1  (478 

2.1 

670) 

90.1  (525) 

6                Avon  Products 

38.9 

80.9  (659) 

4.7 

522 

62.7  (633) 

209 

Walt  Disney 

29.0 

61.4  (746 

1.5 

695) 

97.4  (508) 

7       Natl  Semiconductor 

38.7 

47.3  (771) 

1.5 

695 

37.7  (726) 

210 

Eli  Lilly 

29.0 

107.4  (524 

16.9 

150) 

125.9  (448) 

6          CPC  International 

38.5 

113.6  (496) 

5.0 

509 

69.7  (600) 

211 

Phillips  Petroleum 

28.9 

538.5  (  37 

28.1 

86) 

588.0  (281) 

i      American  Cyanamid 

38.4 

100.4  (559) 

5.6 

483 

86.6  (536) 

212 

Reynolds  Metals 

28.8 

129.5  (429 

4.5 

534) 

131.3  (442) 

9           Norfolk  Southern 

38.0 

92.8  (602) 

12.7 

226 

228.1  (372) 

213 

Security  Pacific 

28.6 

179.4  (275 

10.2 

310) 

1611.8  (  85) 

1            Eastern  Air  Lines 

37.8 

115.6  (484) 

-1.0 

747 

99.9  (502) 

214 

VF 

28.3 

41.3  (777 

4.4 

539) 

28.5  (759) 

2               PPG  Industries 

37.7 

112.5  (504) 

8.0 

398 

100.7  (501) 

215 

Boise  Cascade 

28.2 

135.6  (406 

2.5 

642) 

121.1  (459) 

3               Delta  Air  Lines 

37.5 

119.0  (475) 

6.9 

426 

89.4  (527) 

216 

United  States  Shoe 

28.0 

61.3  (748 

1.9 

677) 

28.8  (758) 

4                 Sun  Company 

37.4 

387.0  (   73) 

14.4 

185 

342.1  (347) 

217 

GenCorp 

28.0 

97.6  (577 

0.3 

735) 

72.9  (581) 

5              Castle  &  Cooke 

37.0 

43.1  (775) 

-3.8 

755 

28.3  (760) 

218 

United  Telecom 

27.9 

102.2  (553 

8.4 

380) 

194.7  (386) 

5             IU  International 

37.0 

68.0  (725) 

0.2 

737 

36.4  (730) 

219 

Pacific  Gas  &  Elec 

27.8 

281.3  (140 

35.0 

56) 

622.6  (263) 

Bristol-Myers 

36.4 

115.3  (487) 

13.0 

221 

89.4  (527) 

220 

Brown  Group 

27.8 

55.4  (757 

1.3 

706) 

23.7  (772) 

3             Combustion  Eng 

36.0 

85.0  (642) 

2.8 

625 

69.8  (599) 

221 

Wang  Laboratories 

27.7 

87.4  (635 

8.3 

383) 

91.7  (520) 

9                 Allegheny  Intl 

35.8 

59.2  (752) 

0.4 

732 

47.4  (696) 

222 

Gannett 

27.7 

70.9  (709 

8.1 

394) 

65.5  (616) 

0                                Dana 

35.6 

100.4  (559) 

5.4 

489 

63.4  (629) 

223 

Trans  World  Airlines 

27.3 

133.8  (411 

1.1 

712) 

105.4  (484) 

1            Stop  &  Shop  Cos 

35.5 

91.5  (608) 

1.5 

695 

26.3  (765) 

224 

Corning  Glass  Works 

27.3 

63.6  (740 

3.3 

602) 

68.1  (603) 

2                      Greyhound 

35.4 

77.4  (682) 

3.4 

597 

156.2  (413) 

225 

Pitney  Bowes 

27.2 

63.6  (740 

5.1 

505) 

59.3  (644) 

i                         Shell  Oil 

34.9 

592.4  (  34) 

50.7 

24 

679.1  (247) 

226 

Pan  Am  Corp 

27.1 

136.2  (403 

-7.6 

764) 

97.8  (507) 

1                   Penn  Central 

34.6 

74.3  (702) 

4.9 

517 

79.9  (551) 

227 

Inland  Steel 

26.9 

123.5  (459 

-1.7 

749) 

96.9  (509) 

5              Kimberly-Clark 

34.6 

104.6  (538) 

6.3 

447 

91.8  (519) 

228 

FMC 

26.9 

124.3  (454 

1.4 

700) 

89.3  (529) 

6                     Jack  Eckerd 

34.2 

82.8  (652) 

2.7 

628 

35.2  (735) 

229 

Quaker  Oats 

26.8 

130.5  (425 

5.0 

509) 

63.4  (629) 

Albertson's 

34.0 

139.3  (388) 

2.3 

657 

30.4  (754) 

230 

Fruehauf 

26.8 

104.2  (543 

3.2 

607) 

63.6  (627) 

3       Abbott  Laboratories 

34.0 

91.3  (610) 

11.8 

255 

93.3  (517) 

231 

American  Can 

26.2 

160.8  (308 

4.4 

539) 

162.3  (408) 

1                              Merck 

33.7 

105.6  (536) 

14.6 

179 

136.2  (438) 

232 

Lear  Siegler 

25.4 

91.3  (610 

3.6 

586) 

58.3  (647) 

1     First  Interstate  Bancp 

33.5 

148.3  (343) 

8.3 

383 

1360.5  (120) 

233 

Wickes  Cos 

25.4 

119.3  (472 

0.7 

726) 

51.7  (672) 

1                                  Fluor 

33.1 

127.1  (442) 

-1.4 

748 

113.2  (470) 

234 

Hercules 

25.2 

101.9  (556 

7.8 

404) 

94.6  (514) 

2                         Walgreen 

33.1 

86.0  (638) 

2.7 

628 

28.3  (760) 

235 

American  Motors 

25.2 

167.5  (298 

0.4 

732) 

72.7  (582) 

3                              Tandy 

33.0 

83.2  (651) 

7.1 

423 

56.8  (652) 

236 

Schering-Plough 

24.2 

77.6  (681 

7.3 

418) 

104.2  (487) 

1        International  Paper 

33.0 

143.1  (367) 

3.6 

586 

175.9  (397) 

237 

American  Intl  Group 

23.9 

179.5  (274 

12.7 

226) 

487.4  (304) 

5                Ingersoll-Rand 

32.7 

75.9  (693) 

1.8 

681 

67.5  (607) 

238 

General  Signal 

23.8 

75.0  (697 

4.6 

528) 

60.4  (641) 

f>     Baxter  Travenol  Labs 

32.5 

55.3  (758) 

0.9 

719 

61.5  (638) 

239 

Chesebrough-Pond's 

23.8 

78.2  (676 

5.0 

509) 

60.9  (639) 

7   Amer  Hospital  Supply 

32.5 

106.3  (529) 

7.3 

418 

75.9  (569) 

240 

Owens-Corning  Fbrgls 

23.7 

127.3  (441 

4.8 

519) 

73.0  (580) 

3                             Borden 

32.2 

141.9  (371) 

5.9 

465 

89.6  (526) 

241 

American  Elec  Power 

23.7 

208.9  (221 

20.6 

124) 

571.8  (282) 

9                              Kidde 

32.0 

72.3  (704) 

2.5 

642 

52.4  (670) 

242 

Squibb 

23.5 

80.2  (664 

8.4 

380) 

90.7  (522) 

0                 Intl  Harvester 

31.8 

111.7  (509) 

-31.0 

777 

80.1  (550) 

243 

Intel 

23.5 

69.5  (718 

8.5 

375) 

86.5  (537) 

1                  Hilton  Hotels 

31.5 

20.5  (784) 

3.6 

586 

36.9  (729) 

244 

Revco  DS 

23.2 

100.5  (558 

0.4 

732) 

38.7  (724) 

2                      Ashland  Oil 

31.5 

262.9  (161) 

-5.5 

759 

125.5  (451) 

245 

Loews 

23.0 

226.7  (202 

11.9 

252) 

545.4  (291) 

$        Southern  Company 

31.0 

197.6  (237) 

23.2 

105 

540.8  (294) 

246 

Sterling  Drug 

23.0 

79.6  (667 

6.2 

452) 

63.6  (627) 

1     SmithKline  Beckman 

30.9 

95.5  (587) 

16.2 

159 

103.4  (488) 

247 

Super  Valu  Stores 

22.9 

279.7  (141) 

4.6 

528) 

54.2  (664) 

>                                 CBS 

30.5 

158.4  (314) 

6.4 

444 

106.9  (480) 

248 

Amfac 

22.9 

104.5  (539 

-0.6 

746) 

56.3  (655) 

6                            Gillette 

30.4 

75.3  (695) 

5.2 

499 

66.6  (611) 

248 

AMP 

22.9 

79.2  (671 

8.8 

367) 

65.0  (618) 

7  Manufacturers  Hanover 

30.3 

274.5  (146) 

11.6 

262 

2499.4  (  48) 

250 

SCM 

22.7 

92.6  (605 

1.6 

692) 

56.7  (653) 

3                             Revlon 

30.2 

79.4  (669) 

3.7 

583 

76.5  (560) 

251 

Celanese 

22.4 

148.6  (342 

7.2 

421) 

138.6  (434) 

9           Cooper  Industries 

30.1 

67.4  (727) 

3.6 

586 

64.9  (619) 

252 

Ryder  System 

22.4 

111.2  (511) 

6.1 

459) 

125.6  (450) 

0                       Grumman 

29.9 

87.2  (636) 

3.6 

586 

48.4  (691) 

253 

Whirlpool 

22.3 

140.6  (380 

8.5 

375) 

70.1  (596) 

1     Northwest  Industries 

29.8 

47.4  (770) 

2.6 

635 

51.2  (675) 

254 

Colt  Industries 

22.3 

84.0  (648 

5.9 

465) 

46.0  (702) 
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BROWN  BOVERI 

OFFERS A 

WORLDWIDE  POO 

FTECHNOLOGICA 

LEADERSHIP  WITH 

NSIN 

►  COUNTRIES, 

OYING  100,000 

SKILLED  AND 

RESOURCEFUL 

PEOPLE. 


For  nearly  a  century,  BBC  Brown  Boveri  has 
been  developing  money-saving  solutions  to 

companies  lower 
nerating,  distributing  and 
tectric  energy. 


aroundjheworlg^each  time  meeting  new 


i«j«im»iim^iiir 


achieve  new  levels  orproductivity  a 
improved  profits.  y 


Jljl2/Jiil£X^4>Ji«k?!¥751J.  J.-UP 


manufacture  of  an  extremely  wide^ble  of 
electric  power  products,  from 'turbiSK 
generators  to  mass  transit  switchgear. 

Today, our  worldwide  strengths  are 
committed^  the  U.S.  through  42  sales 
officesjjrprincipal  cities,  and  35 
■naftofacturing  and  service  facilities. 
There's  no  better  way  to  answer  needs  than 
■  with  experience  -  especially  the  kind  we 
D['nSi.° tne  generation,  distribution  and 
utilization  of  electric  power. 

Turn  to  BBC  Brown  Boveri  as  a  competent 
dependable  worldwide  partner  for  your  ' 
electric  power  needs. 

For  additional  information  write 


mlmWk  i  J  IB  •! t viti  f  WM  I i T| 


White  Plains,  NY  10604. 


BC  Brown  Boveri,  Inc. 


W& 


t 


Reliable  electric  power,  the  lifeblood  of 
cities  and  towns  across  America,  is  kept 
flowing  by  state  of  the  art  power 
transmission  and  distribution  equipment 
from  Brown  Boveri. 


■ 
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jffJ&ROWN  BOVERI 


The  Forbes  500s- Jobs  And  Productivity 


Rank 


Employees      

Company     (000)      Sales  (tank) 


-Per  employee  ($000) — 
Profits  (rank)     Assets 


255 


Upjohn       22.1 


98.8 


256 


Square  D        21.9        62.4 


257       Knight-Ridder  News        21.9        76.1 


258      Consolidated  Edison       21.8      262.5 


259      West  Point-Pepperell       21.8 


60. 


260     Continental  Telecom       21.8      106.6 


261 


ConAgra        21.7      219.9 


262 


EG&G       21.0        51.2 


263 


Johnson  Controls       21.0        70.2 


264 


Tektronix       20.9 


68.0 


265 


Scott  Paper       20.8      137.2 


266 


Duke  Power       20.6      131.3 


267 


Parker-Hannifin       20.6        68.2 


268 


Unocal       20.5      529.1 


269 


Manville       20.4       89.0 


270 


Baker  International       20.3       90.9 


271 


Uniroyal        20.3      104.5 


272 


USG       20.2      114.8 


273 


Morrison-Knudsen       20.2      100.3 


274 


Gould       20.1 


69.5 


275 


McGraw-Edison       20.0        86.0 


275 


SCOA  Industries       20.0        71.2 


277   Armstrong  World  Inds       20.0        78.5 


278 


Cummins  Engine        19.8      117.3 


279       Chemical  New  York       19.8      295.9 


280      James  River  Corp  Va       19.8      127.8 


281 


Roadway  Services        19.6        74.6 


282  Yellow  Freight  System       19.6        70.6 


283 


Mercantile  Stores       19.5        87.5 


284 


Sherwin-Williams        19.4      107.0 


285        Consol  Freightways       19.4 


}.] 


286 


Enserch        19.3      183.2 


287        Libbey-Owens-Ford       19.3 


90.9 


288 


Jim  Walter       19.1      120.6 


289 


Brunswick        18.9        77.7 


290 


Crown  Zellerbach       18.9      164.0 


291 


Norton        18.9 


292 


Black  &  Decker 


18 


292        Waste  Management       18 


294 


Becton,  Dickinson        18.4        61.1 


64.2 


89.5 


8        70.1 


294 


Tribune        18.4        97.5 


296 


Federal  Express        18.4        93.2 


297     Commonwltli  Edison       18.1      272.4 


298 


Continental  Corp       18.0      257.5 


299 


Olin 


18.0      114.7 


299 


Timelnc        18.0      170.4 


299 


Best  Products       18.0      125.2 


566 


744 


691 


163 


751 


528 


207 


762 


713 


725 


397 


423 


724 


39 


629 


616 


539 


561 


718 


638 


705 


675 


481 


130 


438 


701 


711 


634 


527 


632 


261 


616 


467 


680 


303 


737 


626) 


714 


749 


578 


599 


152 


168 


490 


290 


452 


299 Shoney's        18.0        27  2  (781 

303        White  Consolidated       17.8      10 

304 Kellogg       17.8      146  2 


305        National  Intergroup        17.7      320  0  (109 


306 


MCA   17.7   93.6  (595 


4.8 


6.4 


28.4 


2.1 


9.0 


3.3 


2.6 


3.2 


6.3 


9.0 


22.3 


4.2 


34.2 


3.8 


3.7 


2.7 


9.2 


2.2 


0.9 


0.5 


2.1 


4.6 


9.5 


17.2 


5.0 


5.1 


2.3 


4.3 


3.4 


3.9 


6.1 


3.7 


5.5 


5.0 


4.6 


3.2 


5.2 


7.6 


3.6 


5.6 


4.1 


48.4 


5.7 


4.9 


12.0 


0.8 


0.0 


-4.5 


14.1 


2.6 


5.4 


306 


Morton  Thiokol   17.7   110.7  (516)    6.7 


404 


519 


444 


85 


670 


357 


602 


635 


607 


447 


357 


112 


549 


59 


576 


583 


628 


350 


665 


719 


731 


670 


52,S 


336 


148 


509 


505 


657 


546 


597 


569 


459 


583 


487 


509 


528 


607 


499 


409 


586 


483 


556 


27 


476 


517 


248 


724 


7.38 


7  56 


192 


635 


101.6 


46.6 


61.6 


398.1 


34.8 


209.5 


81.5 


18.5 


48.5 


55.4 


160.1 


388.4 


43.8 


498.1 


114.8 


102.9 


71.6 


79.9 


41.2 


72.2 


70.8 


25.3 


47.6 


76.0 


2638.9 


82.4 


46.6 


34.1 


51.1 


51.8 


54.8 


173.8 


55.5 


141.3 


49.3 


134.2 


56.2 


82.5 


104.8 


60.8 


94.4 


96.7 


900.6 


546.6 


101.2 


145.3 


64.8 


15.8 


66.9 


93.8 


543.2 


489) 


110.1 


437) 


75.9 


497 


698 


637 


328 


737 


382 


548 


779 


690 


659 


410 


332 


709 


302 


468 


491 


587 


551 


719 


583 


590 


767 


695 


566 


41 


546 


698 


741 


677 


671 


660 


403 


658 


430 


440 


656 


544 


486 


640 


515 


510 


221 


288 


500 


424 


620 


782 


609 


516 


292 


476 


569 


NA:  not  available. 


rank)       Rank 


Employees      

Company     (000)      Sales  (rank) 


-Per  employee  ($000) 

Profits  (rank)    Assets 


308 

National  Svc  Inds 

17.6 

63.0 

742) 

3.6 

586) 

31.9 

74 

309 

American  Greetings 

17.5 

51.5 

761) 

4.1 

556| 

44.0 

70 

310 

Union  Camp 

17.5 

112.9 

502) 

10.4 

299) 

146.8 

42 

311 

Air  Prods  &  Chems 

17.2 

102.0 

554) 

8.1 

394) 

138.3 

43 

312 

RR  Donnelley  &  Sons 

17.1 

106.1 

533) 

7.8 

404) 

84.2 

54 

313 

Mead 

17.0 

160.0 

310) 

8.2 

388) 

129.7 

44 

313 

Leaseway  Transport 

17.0 

79.3 

670) 

1.8 

681) 

64.0 

62 

315 

Service  Merchandise 

17.0 

97.7 

576) 

2.6 

635) 

51.1 

67 

316 

Norwest 

16.8 

159.7 

311) 

4.1 

556) 

1270.6 

14 

317 

Giant  Food 

16.8 

124.1 

456) 

2.5 

642) 

31.1 

75 

318 

Toys  "R"  Us 

16.6 

102.5 

550) 

6.7 

437) 

66.2 

61 

319 

Southern  Calif  Edison 

16.6 

292.1 

137) 

44.2 

34) 

685.1 

24 

320 

Marsh  &  McLennan 

16.5 

66.6 

729) 

3.5 

594) 

50.0 

68 

321 

Auto  Data  Processing 

16.5 

58.1 

755) 

4.8 

5191 

49.0 

68 

321 

Limited 

16.5 

81.4 

657) 

5.6 

483) 

34.4 

73 

323 

EF  Hutton  Group 

16.3 

170.6 

289) 

2.4 

654) 

1111.4 

18 

324 

Data  General 

16.3 

77.1 

684) 

5.7 

476) 

68.4 

60 

325 

Kaiser  Alum  &  Chem 

16.2 

196.7 

240) 

-3.3 

753) 

217.6 

37 

326 

Bally  Manufacturing 

16.2 

80.7 

662) 

-6.2 

761) 

90.2 

52 

327 

Anderson,  Clayton 

16.2 

105.9 

5351 

1.5 

695) 

58.0 

64 

328 

Texas  Utilities 

16.2 

243.1 

183) 

32.5 

65) 

603.2 

27 

329 

Browning-Ferris  Inds 

16.2 

64.0 

738) 

5.7 

476) 

54.7 

66 

330 

Wells  Fargo 

16.1 

209.5 

219) 

10.5 

295) 

1750.6 

7 

331 

Koppers 

15.6 

116.4 

482) 

1.8 

681) 

74.7 

57 

332 

Bank  of  Boston 

15.4 

209.4 

220) 

10.7 

287) 

1433.7 

10 

333 

Sundstrand 

15.2 

68.5 

722) 

4.4 

539) 

71.7 

58 

334 

Evans  Products 

15.1 

94.3 

592) 

NA 

738) 

59.3 

64 

335 

Alco  Standard 

15.1 

232.4 

192) 

4.4 

539) 

77.3 

55 

336 

Rite  Aid 

15.0 

93.4 

597) 

5.4 

489) 

44.0 

70 

337 

Westvaco 

14.9 

119.3 

472) 

8.9 

362) 

124.5 

45 

338 

Perkin-Elmer 

14.9 

84.1 

647) 

5.3 

494) 

71.1 

58 

339 

Kemper 

14.9 

154.7 

321) 

1.3 

706) 

475.6 

30 

340 

Dover 

14.8 

86.8 

637) 

6.8 

432) 

61.8 

63 

341 

Mellon  Bank 

14.8 

207.4 

222) 

10.7 

287) 

2073.4 

6 

342 

Hershey  Foods 

14.8 

128.3 

436) 

7.4 

415) 

76.1 

56 

343 

Varian  Associates 

14.8 

65.2 

734) 

4.1 

556) 

50.4 

68 

344 

American  General 

14.7 

364.5 

85) 

20.3 

125) 

1305.1 

14 

345 

NWA 

14.7 

166.5 

300) 

5.9 

465) 

119.4 

46 

346 

Crocker  National 

14.5 

184.6 

258) 

-22.4 

775) 

1539.5 

9 

347 

Stanley  Works 

144 

80.2 

664) 

5.0 

509) 

49.9 

68 

348 

McGraw-Hill 

14.3 

98.3 

572) 

10.1 

313) 

82.5 

54 

349 

Fort  Howard  Paper 

14.3 

93.9 

593) 

9.3 

345) 

88.7 

53 

350 

Foster  Wheeler 

14.2 

93.4 

597) 

2.5 

642) 

63.2 

63 

351 

Western  Union 

14.1 

80.2 

664) 

-4.5 

756) 

159.8 

41 

352 

Pittston 

14.1 

89.6 

625) 

-1.9 

750) 

68.0 

60 

353 

Thrifty  Corp 

14.0 

94.4 

591) 

2.0 

675) 

37.7 

72 

354 

Mack  Trucks 

13.9 

151.2 

332) 

4.6 

528) 

84.4 

54 

355 

Republic  Airlines 

13.8 

112.0 

507) 

1.0 

715) 

78.5 

55 

356 

Whittaker 

13.8 

98.8 

566) 

2.5 

642) 

58.6 

64 

357 

Polaroid 

13.6 

93.2 

599) 

1.9 

677) 

98.7 

50 

358 

Pub  Svc  Elec  &  Gas 

13.5 

310.9 

117) 

36.3 

52) 

715.9 

23 

359 

Genuine  Parts 

13.4 

171.6 

287) 

8.9 

362) 

70.6 

59 

360 

Amer  Broadcasting 

13.4 

277.4 

143) 

14.6 

179) 

174.9 

40 
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INTRODUCING 

LIFE 

INSURANCE 
THAT  EARNS  ITS 

OWN  LIVING. 


NO  CASH  PAYMENT  DUE: 

LIFEGUARD  CAN  SUPPORT  ITSELF 

IN  AS  FEW  AS  7  YEARS. 

Here's  a  life  insurance  policy  that  believes  in  the  work  ethic. 
n  fact,  LifeGuards  vanishing  premium1  option  can  eliminate 
)ut-of-pocket  outlays  in  as  few  as  7  years.  Which  means  that 
/ou  can  get  a  lifetime  of  insurance  protection  without  a  life- 
line of  cash  payments. 

AT  13.25%  IT  WORKS  HARD  FOR  YOU. 

LifeGuard  can  be  a  financial  breadwinner  even  if  you  don't 
:hoose  the  vanishing  premium'option.  On  January  1,  1985. 
Uuardian  began  crediting  a  dividend  interest  rate  of  B.25%1  on 
he  non-loaned  cash  values  of  its  LifeGuard  policy  series.  The 
ictual  dividend  credited  is  a  result  of  this  dividend  interest  rate, 
ess  current  levels  of  mortality,  expenses  and  taxes.  The  true 
:ost  of  insurance  can  only  be  measured  by  reviewing  all  of  your 
jolicy's  benefits.  For  example,  if  a  35  year  old  male  purchases 
i  $100,000  preferred  LifeGuard  whole  life  policy  and  does  not 
jorrow,  he  would  have  to  earn  the  following  yields  to  duplicate 
he  value  of  the  policy's  benefits: 


20  Years 

30  Years 

Annual 
Premium 

Total 
Cash2 

Total          Comparable 
Death        Rale  of 
Benefit2      Return5 

Total 
Cash1 

Total 

Death 

Benefit-' 

Comparable 
Rale  of 

Return' 

$1,531 

$93,948 

$216,616      11.20% 

$313,693 

$499,547 

11.81% 

The  number  of  years  of  required  cash  outlay  depends  upon  agcal  issue,  policy  class,  face  amount. 
nd  continuation  of  The  Guardian's  current  dividend  scale,  and  assumes  no  policy  loans  This  is  not 
n  automatic  dividend  option.  Policyowner  must  request  change  of  dividend  option  at  policy  year 
ndicated   He  may  pay  the  balance  of  premium  by  surrendering  a  portion  of  the  paid-up  insurance, 
"his  is  not  a  paid-up  policy,  premiums  are  due  and  payable  in  all  policy  years. 
Figures  depending  on  dividends  are  neither  estimated  nor  guaranteed,  but  arc  based  on  the  1985 
ividend  scale.  The  1985  dividend  scale  reflects  current  company  claims,  expenses,  and  investment 
xpertence  {applicable  to  all  policies)  and  taxes  under  current  laws.  Actual  dividends  paid  may  be 
iigheror  lower  than  those  illustrated  depending  on  the  Company's  actual  future  experience.  Thcguar- 
nteed  interest  rate  is  4% 


As  you  can  see,  the  value  of  your  policy  increases  dramati- 
cally, and  better  yet,  every  dollar  is  tax-deferred.  Something  to 
think  about  if  you're  in  a  high  tax  bracket. 

SHARE  IN  OUR  SUCCESS. 

Guardian  uses  the  portfolio  interest  rate  method  to  credit 
dividends.  This  means  that  all  of  our  policyholders  share  in  the 
current  earnings  of  our  entire  investment  portfolio,  which  has 
consistently  generated  one  of  the  highest  rates  of  return  in  the 
industry.  While  our  earnings  will  change,  the  yearly  change  will 
not  vary  as  rapidly  as  new  interest  rates. 

PUT  LIFEGUARD  TO  WORK  FOR  YOU. 

Compare  LifeGuard  to  any  other  interest-sensitive  life 
insurance  policy  you  can  find  including  Universal  Life.  Its 
higher  dividends,  vanishing  premium1  option,  and  tax-deferred 
accumulation  set  it  apart.  It's  the  insurance  policy  that  works 
as  hard  as  you  do. 

The  Guardian 

Life  Insurance  Company  of  America 

Building  on  Tradition. 

201  Park  Avenue  South  New  York,  NY  10003  Agency  Department  9A 

Dividends  are  affected  by  policy  loans.  Undercurrent  economic  conditions,  in  any  given  policy  year, 
the  greater  the  amount  of  the  loans  the  smaller  the  dividend.  The  illustration  above  assumes  no  loans. 

A  settlement  dividend  is  paid  upon  death,  surrender,  or  maturity  or  upon  continuation  for  reduced 
paid-up  or  extended  term  insurance,  provided  that  premiums  have  been  paid  for  at  least  eleven  years. 
Settlement  dividends  are  not  guaranteed. 

3  Comparable  Rate  of  Return  indicates  that  yield  that  would  have  to  be  earned  to  equal  the  Total  Cash 
Value  for  the  summary  years  shown  if  the  premiums  were  invested  rathe  than  paid  toThe  Guardian 
after  adjusting  for  the  annual  cost  of  the  insurance  based  on  The  Guardian's  current  Indeterminate 
Yearly  Renewable  Term  rates  for  the  age,  face  amount  and  policy  class  shown  above.  This  figure  docs 
not  take  into  account  the  effect  of  taxes. 


The  Forbes  500s- Jobs  And  Productivity 


Rani 

Employees      

Company     (000)      Sales  (rank) 

Per  employe 
Profits  (ran 

•  itnool 

Employe 
t                     Company     (000) 

oyee  ( 
(rank) 

«firini 

k)     Assets  (rank)       Rani 

Sales  (rank) 

Profits 

Assets  (ran  t 

360 

Beneficial  Corp 

13.4 

187.4  (256) 

6.4 

444 

590.7  (279) 

414 

Deluxe  Check  Printers 

10.6 

64.5  (736) 

8.3 

383) 

41.4  (71/  1 

362 

Middle  South  Utils 

13.2 

238.4  (188) 

37.2 

46 

951.5  (211) 

415 

Philadelphia  Electric 

10.6 

281.6  (139) 

46.5 

30) 

902.8  (22C  1 

363 

AMAX 

13.1 

182.6  (264| 

-18.1 

772 

302.7  (355) 

416 

InterFirst 

10.5 

226.2  (203) 

11.3 

268) 

2066.0  (  6:  1 

364  Advanced  Micro  Devcs 

13.1 

70.6  (711] 

10.7 

287 

53.5  (667) 

417 

Texas  Eastern 

10.5 

592.5  (  33) 

20.3 

125) 

550.7  (28( 

365 

Diamond  Shamrock 

13.1 

343.5  (  94) 

18.6 

141 

413.5  (324) 

418 

Safeco 

10.5 

176.6  (277) 

9.5 

336) 

371.7  (33t 

366 

FPL  Group 

13.1 

302.0  (124) 

23.2 

105 

625.3  (261) 

419 

Collins  &  Aikman 

10.4 

98.5  (568) 

5.9 

465) 

50.6  (68)  ! 

367 

Fleming  Cos 

13.0 

422.8  (  64) 

3.8 

576 

72.1  (584) 

420 

Tecumseh  Products 

10.3 

87.7  (633) 

6.9 

426) 

54.0  (665 

368 

Gt  Northern  Nekoosa 

13.0 

144.1  (361) 

9.2 

350 

151.1  (417) 

421 

InterNorth 

10.1 

740.2  |  21) 

29.3 

80) 

603.4  (272 

369 

Dominion  Resources 

13.0 

200.6  (235) 

22.6 

111 

623.7  (262) 

422 

GD  Searle 

10.1 

123.3  (460) 

16.0 

164) 

162.5  (40; 

370 

General  Public  Utils 

13.0 

210.9  (217) 

9.9 

324 

479.3  (306) 

423 

Fleetwood  Enterprises 

10.1 

134.9  (408) 

5.9 

465) 

37.0  (72£ 

371 

Dillard  Dept  Stores 

13.0 

98.5  (568) 

3.8 

576 

57.7  (651) 

424 

M/A-Com 

10.0 

79.5  (668) 

4.0 

563) 

75.5  (572 

372 

IP  Morgan 

13.0 

506.6  (  40) 

41.5 

35 

4951.1  (   11) 

425 

Sanders  Associates 

10.0 

83.6  (649) 

4.0 

563) 

54.0  (665  J 

373 

Centel 

12.9 

106.2  (531) 

9.5 

336 

191.5  (391) 

426 

Asarco 

10.0 

132.5  (418) 

-30.6 

776) 

194.6  (38"/  1 

374 

So  New  England  Tel 

12.9 

98.5  (568) 

9.6 

333 

175.5  (399) 

426 

Masco 

10.0 

102.0  (554) 

11.6 

262) 

129.6  (445  ] 

375 

First  Natl  Supermkts 

12.9 

104.4  (541) 

-0.5 

745 

22.9  (774) 

428 

St  Paul  Cos 

9.8 

239.9  (187) 

-21.8 

774) 

541.8  (29; 

376 

National  Gypsum 

12.9 

133.2  (415) 

8.3 

383 

74.9  (573) 

429 

Lowe's  Companies 

9.7 

173.7  (282) 

6.3 

447) 

65.4  (61/  1 

377 

Lincoln  National 

12.9 

338.1  (  97) 

12.4 

239 

980.7  (203) 

430 

Temple-Inland 

9.6 

131.6  (421) 

10.7 

287) 

142.1  (42SJ 

378 

NL  Industries 

12.8 

106.2  (531) 

-11.0 

770 

129.8  (443) 

431 

Circle  K 

9.6 

147.9  (344) 

3.2 

607) 

59.0  (6451 

379 

Hughes  Tool 

12.7 

95.7  (584) 

-10.5 

768 

143.1  (426) 

432 

Kerr-McGee 

9.6 

369.9  (  83) 

6.8 

432) 

394.4  (33 1] 

380 

Farmers  Group 

12.6 

70.9  (709) 

12.7 

226 

180.3  (395) 

433 

Irving  Bank 

9.6 

224.3  (204) 

10.3 

301) 

1987.7  (  65 

381 

Crown  Cork  &  Seal 

12.6 

109.0  (519) 

4.7 

522 

64.2  (623) 

434 

Sun  Banks 

9.5 

109.0  (519) 

6.8 

432) 

989.9  (20) 

382 

First  Chicago 

12.5 

361.1  (  88) 

6.9 

426 

3179.0  (  31) 

435 

First  Bank  System 

9.5 

247.7  (179) 

13.8 

200) 

2364.4  (  5;  . 

383 

Louisiana-Pacific 

12.5 

98.4  (571) 

3.4 

597 

105.2  (485) 

436 

MCorp 

9.4 

173.6  (283) 

11.5 

264) 

2207.4  |  5( 

384 

Hammermill  Paper 

12.4 

149.6  (335) 

4.5 

534 

88.3  (531) 

437 

Paccar 

9.3 

241.7  (185) 

13.5 

207) 

107.7  (471 

385 

Consumers  Power 

12.3 

263.2  (159) 

18.0 

143 

749.3  (235) 

438 

PacifiCorp 

9.3 

192.0  (248) 

26.3 

95) 

509.1  (301 

386 

USAir  Group 

12.2 

133.5  (412) 

10.0 

318 

132.7  (441) 

439 

Central  &  South  West 

9.2 

300.3  (126) 

34.4 

58) 

696.9  (24S 

387 

Ethyl 

12.0 

180.6  (270) 

10.3 

301 

216.6  (379) 

440 

Longs  Drug  Stores 

9.2 

149.5  (336) 

4.4 

539) 

39.2  (72c 

387 

General  Cinema 

12.0 

77.8  (679) 

9.6 

333 

76.0  (566) 

441 

Baltimore  Gas  &  Elec 

9.1 

192.6  (246) 

26.7 

90) 

438.5  (31d 

389 

E-Systems 

12.0 

68.5  (722) 

5.1 

505 

34.7  (738) 

442 

Carolina  Power  &  Lt 

9.1 

203.5  (229) 

32.3 

68) 

654.5  (25a 

390 

Texas  Air 

11.9 

114.8  (488) 

2.3 

657 

110.8  (475) 

443 

NVF 

9.1 

140.2  (381) 

-16.2 

771) 

129.4  (44( 

391 

National  Distillers 

11.9 

163.3  (304) 

4.3 

546 

159.4  (412) 

443 

Petrie  Stores 

9.1 

92.1  (607) 

5.3 

494) 

86.2  (53< 

392  Marine  Midland  Banks 

11.8 

219.7  (209) 

7.6 

409 

1862.0  (  69) 

443 

USF&G 

9.1 

312.0  (116) 

10.3 

301) 

676.7  (241 

393 

Pacific  Lighting 

11.8 

406.7  (  66) 

11.8 

255 

360.9  (343) 

446 

Northeast  Utilities 

9.0 

232.1  (194) 

32.0 

72) 

609.9  (265 

394 

Rohm  &  Haas 

11.6 

175.4  (280) 

14.8 

174 

140.2  (432) 

447 

Avnet 

8.9 

193.4  (245) 

8.9 

362) 

99.0  (50o 

395 

Columbia  Gas  System 

11.6 

395.5  (  69) 

13.2 

214 

447.7  (315) 

448 

Bausch  &  Lomb 

8.8 

61.0  (750) 

5.7 

476) 

64.8  (62( 

396 

Piedmont  Aviation 

11.6 

110.9  (515) 

5.0 

509 

102.8  |492| 

448 

Sea-Land 

8.8 

201.1  (234) 

9.2 

350) 

207.0  (38! 

397 

Food  Lion 

11.4 

128.6  (434) 

3.3 

602 

29.0  (756) 

450 

Archer  Danls  Midland 

8.7 

529.4  |  38) 

15.8 

166) 

371.0  (33^ 

398 

Barnett  Banks  Fla 

11.4 

119.1  (474)' 

9.1 

354 

1096.5  (183) 

451 

Intl  Minerals  &  Chem 

8.7 

184.4  (260) 

10.9 

280) 

228.5  (37i' 

399 

National  Can 

11.4 

168.2  (296) 

3.6 

586 

77.8  (556) 

452 

Pennzoil 

8.7 

270.3  (153) 

15.0 

171) 

373.2  (335' 

400 

Houston  Industries 

11.2 

373.6  (  82) 

32.7 

64 

682.7  (246) 

453 

First  City  Bancorp 

8.7 

219.1  (211) 

9.3 

345) 

1997.8  (  6' 

401 

Cullum  Companies 

11.2 

113.7  (493) 

1.4 

700 

21.6  (777) 

454 

Cyclops 

8.6 

147.9  (344) 

2.1 

670) 

61.8  (635 

402 

Detroit  Edison 

11.1 

224.2  (205) 

36.1 

53 

804.9  (231) 

455 

New  York  Times 

8.6 

143.4  (366) 

11.7 

260) 

101.3  (49* 

403 

McKesson 

11.1 

426.7  (  63) 

5.8 

473 

139.6  (433) 

456 

NCNB 

8.5 

193.7  (244) 

14.1 

192) 

1848.5  (  7( 

404 

Bankers  Trust  NY 

11.0 

438.2  (  58) 

27.8 

88 

4098.3  (   19) 

457 

Amerada  Hess 

8.4 

980.2  (   15) 

20.2 

128) 

752.3  (23' 

405 

Am  Natural  Resources 

11.0 

316.8  (110) 

17.8 

145 

362.9  (342) 

458 

RepublicBank 

8.4 

261.7  (165) 

16.3 

156) 

2563.2  (  4< 

406 

Federal  Co 

11.0 

121.2  (465) 

3.9 

569 

33.2  (743) 

459 

American  Natl  Ins 

8.4 

89.8  (621) 

10.5 

295) 

420.7  (32i 

406 

Richardson-Vicks 

11.0 

113.1  (500) 

7.0 

425 

87.9  (532) 

460 

Witco  Chemical 

8.3 

179.6  (273) 

7.5 

412) 

90.8  (521 

408 

Continental  Illinois 

10.9 

375  2  (   79) 

-99.7 

783 

2789.2  |  37) 

461 

Capital  Holding 

8.3 

210.8  (218) 

14.4 

185) 

666.3  (251 

409 

General  Host 

10.8 

52.3  .  *S9) 

8.5 

375 

50.6  (681) 

462 

Penn  Power  &  Light 

8.3 

188.9  (254) 

38.5 

43) 

835.3  (221 

410 

Stauffer  Chemical 

10.7 

136.4  (402) 

-0.2 

742 

192.9  (389) 

463Capital  Cities  Commun 

8.3 

113.7  (493) 

16.4 

154) 

146.2  (42i 

411 

Paine  Webber  Group 

10.7 

145.3  (355) 

0.9 

719 

1152.1  (175) 

464 

Willamette  Inds 

8.1 

145.1  (356) 

8.1 

394) 

115.1  (46) 

412Niagara  Mohawk  Power 

10.6 

262.8  (162! 

33.9 

60 

588.1  (280) 

465 

Sovran  Financial 

8.1 

112.3  (505) 

9.9 

324) 

1020.6  (195 

412 

Weis  Markets 

10.6 

90.4  (620; 

5.2 

499 

35.9  (733) 

466 

Warner  Comm 

8.1 

251.1  (177) 

-74.3 

781) 

295.3  (355 

238 
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The  Forbes  500s- Jobs  And  Productivity 


Employees      

k                       Company     (000)       Sales  (tank) 

Per  employee  ($000) — 
Profits  (rank)     Assets 

(rank) 

Texas  Commerce  Bshs 

8.0 

257.3 

170) 

22.8 

109) 

2580.5 

(  43) 

Chubb 

8.0 

254.2 

(173) 

6.1 

(459) 

546.3 

(289) 

Sysco 

7.9 

315.5 

111) 

6.1 

(459) 

80.6 

(549) 

Wetteiau 

7.8 

380.3 

75) 

3.2 

607) 

73.2 

(578) 

Cox  Communications 

7.8 

95.7 

584) 

11.3 

268) 

143.1 

(426) 

Bank  of  New  Yoik 

7.7 

203  5 

229) 

13.9 

198) 

1956.2 

(  66) 

Illinois  Tool  Works 

7.7 

76.9 

685) 

7.8 

404) 

62.9 

(632) 

Ohio  Edison 

7.7 

213.8 

215) 

44.3 

33) 

873.7 

(223) 

Gt  Western  Financial 

7.6 

378.6 

77) 

12.4 

239) 

3109.1 

(  32) 

Consol  Natural  Gas 

7.5 

467.9 

54) 

27.8 

88) 

466.1 

(312) 

Arizona  Public  Serv 

7.5 

132.7 

416) 

36.1 

53) 

620.5 

(265) 

Banc  One 

7.4 

141.4 

376) 

14.6 

179) 

1227.2 

(153) 

MCI  Communications 

7.4 

264.6 

157) 

8.0 

398) 

525.8 

(299) 

Cabot 

7.4 

260.1 

166) 

14.2 

188) 

250.2 

(364) 

No  States  Power 

7.3 

244.0 

182) 

26.4 

94) 

514.2 

(300) 

Union  Electric 

7.3 

194.7 

242) 

44.7 

32) 

810.4 

(230) 

Waldbaum 

7.3 

236.1 

190) 

1.8 

681) 

46.3 

(701) 

Gelco 

7.2 

137.9 

395) 

2.6 

635) 

355.2 

(346) 

NBD  Bancorp 

7.1 

194.3 

243) 

13.3 

212) 

2006.8 

(  63) 

Newmont  Mining 

7.1 

109.2 

518) 

5.3 

494) 

302.5 

(356) 

Williams  Cos 

7.1 

480.7 

48) 

21.2 

117) 

643.1 

(255) 

Southeast  Banking 

7.1 

145.6 

354) 

9.1 

354) 

1399.8 

(113) 

Eastern  Gas  &  Fuel 

7.0 

188.0 

255) 

2.4 

654) 

185.9 

(394) 

Wilson  Foods 

7.0 

240.7 

186) 

-2.3 

751) 

32.9 

(746) 

Swift  Independent 

7.0 

436.2 

60) 

0.9 

719) 

47.0 

(697) 

First  Natl  State  Bcp 

6.9 

154.3 

323) 

11.8 

255) 

1547.8 

(  91) 

Finl  Corp  of  America 

6.9 

476.0 

50) 

-87.6 

782) 

3849.9 

(  23) 

Public  Service  Colo 

6.9 

262.1 

164) 

21.1 

119) 

416.2 

(323) 

George  A  Hormel 

6.9 

212.4 

216) 

3.9 

569) 

77.3 

(558) 

Phibro-Salomon 

6.9 

4220.6 

2) 

30.9 

76) 

8521.2 

(     6| 

PNC  Financial 

6.8 

219.3 

210) 

20.9 

120) 

2175.2 

(  58) 

Valley  National 

6.8 

141.8 

374) 

8.8 

367) 

1285.5 

(146) 

Brown-Forman 

6.7 

139.4 

387) 

11.8 

255) 

140.3 

(431) 

Michigan  National 

6.7 

126.2 

447) 

3.2 

607) 

1010.3 

(196) 

Engelhard 

6.7 

374.8 

80) 

6.9 

426) 

128.8 

(446) 

Wachovia 

6.7 

137.5 

396) 

15.1 

170) 

1310.6 

(140) 

Sonat 

6.7 

389.6 

72) 

32.4 

67) 

547.3 

(287) 

Prime  Computer 

6.6 

96.8 

579) 

9.0 

357) 

75.6 

(571) 

Central  Soya 

6.6 

263.2 

159) 

3.3 

602) 

96.2 

(512) 

Panhandle  Eastern 

6.6 

486.7 

46) 

25.2  ( 

98) 

813.5 

(229) 

National  City 

6.6 

125.5 

449) 

10.0 

318) 

1880.9 

(  68) 

Dow  Jones 

6.6 

147.3 

348) 

19.7 

131) 

122.6 

(457) 

GATX 

6.5 

130.4 

426) 

5.6 

483) 

386.8 

(333) 

Norstar  Bancorp 

6.5 

112.6 

503) 

11.9 

252) 

1219.3 

(157) 

CoreStates  Financial 

6.4 

168.8 

294) 

16.3 

156) 

1536.6 

(  93) 

Torchmark 

6.3 

180.3 

271) 

20.7 

123) 

527.5 

(298) 

WW  Grainger 

6.1 

173.5 

284) 

11.3 

268) 

107.1 

(479) 

Wisconsin  Elec  Power 

6.1 

235.3  ( 

191) 

26.6  ( 

91) 

404.8 

(327) 

HF  Ahmanson 

6.1 

447.6 

57) 

8.0  ( 

398) 

4013.8 

(  20) 

Vulcan  Materials 

6.0 

163.2 

305) 

13.0  ( 

221) 

134.7 

(439) 

Citizens  &  Sthrn  Ga 

6.0 

138.2 

392) 

12.0  | 

248) 

1333.7 

(133) 

Comerica 

6.0 

171.3 

288) 

9.5  ( 

336) 

1612.9 

(  84) 

No  Indiana  Pub  Svc 

5.9 

337.6  ( 

98) 

23.7  ( 

103) 

638.9 

(257) 

Rank 


Employees 


Company     (000)       Sales  (rank) 


-Per  employee  ($000) 

Profits  (rank)     Assets 


520 

Murphy  Oil 

5.9 

366.7 

(  84) 

16.2 

(159) 

453.9 

(314) 

521 

Combined  Intl 

5.9 

219.8 

(208) 

23.2 

(105) 

464.4 

(313) 

522 

Allegheny  Power 

5.8 

295.2 

(133) 

30.2 

(   77) 

640.7 

256) 

523 

Computervision 

5.8 

95.9 

(583) 

6.5 

(441) 

92.8 

(518) 

524 

Mapco 

5.7 

356.0 

(  89) 

22.0 

(114) 

314.2 

(353) 

525 

Snap-On  Tools 

5.7 

95.6 

(586) 

10.5 

(295) 

74.1 

(577) 

525 

Clorox 

5.7 

179.8 

(272) 

14.1 

(192) 

116.2 

(466) 

527 

CBT 

5.6 

129.5 

(429) 

8.2 

(388) 

1218.6 

158) 

528 

Washington  National 

5.6 

144.6 

(358) 

2.2 

(665) 

596.7 

277) 

529 

Nicor 

5.6 

432.0 

(  61) 

-32.6 

(779) 

425.8 

319) 

530 

Cleveland  Elec  Ilium 

5.6 

217.6 

(213) 

52.2 

22) 

882.1 

222) 

531 

Alltel 

5.5 

115.4 

(486) 

11.3 

(268) 

266.7 

(360) 

532 

Jefferson-Pilot 

5.5 

173.4 

285) 

32.1 

70) 

631.2 

260) 

533 

US  Bancorp 

5.5 

139.3 

3881 

10.9 

(280) 

1357.7 

123) 

534 

First  Union 

5.5 

151.1 

334) 

14.6 

(179) 

1336.3 

131) 

535 

MidCon 

5.4 

770.3 

20) 

28.6 

83) 

660.2 

251) 

536 

Rainier  Bancorp 

5.4 

149.5 

336) 

11.3 

268) 

1429.7 

109) 

537 

Long  Island  Lighting 

5.4 

364.1 

86) 

78.9 

13) 

1273.2 

147) 

538 

Coastal  Corp 

5.4 

1158.5 

8) 

18.8 

137) 

609.9 

269) 

539 

Crown  Central  Petro 

5.4 

297.9 

127) 

-0.2 

742) 

97.9 

506) 

540 

Washington  Post 

5.4 

182.3 

265) 

15.9 

165) 

119.6 

461) 

541 

Potomac  Elec  Power 

5.4 

223.5 

206) 

31.4 

74) 

540.2 

295) 

542 

Florida  Progress 

5.3 

253.4 

174) 

21.7 

115) 

622.6 

263) 

543 

Big  Three  Industries 

5.3 

147.4 

347) 

10.8 

283) 

219.1 

376) 

544 

CalFed 

5.3 

392.1 

70) 

12.4 

239) 

3366.7 

24) 

545 

Shawmut 

5.2 

130.7 

424) 

8.4 

380) 

1254.8 

151) 

546 

Trust  Co  of  Georgia 

5.1 

127.4 

440) 

17.6 

146) 

1214.1 

159) 

547 

Gulf  States  Utils 

5.0 

307  5 

120) 

51.3 

23) 

971.3 

206) 

548 

New  England  Electric 

5.0 

295.7 

132) 

30.2 

77) 

684.9 

245) 

549 

Apple  Computer 

5.0 

378.5 

78) 

20.8 

121) 

192.8 

390] 

550 

Berkshire  Hathaway 

5.0 

141.9 

371) 

14.0 

196) 

407.0 

326) 

551 

United  Virginia  Bshs 

5.0 

133.5 

412) 

11.5 

264) 

1193.0 

163) 

552 

BayBanks 

5.0 

113.5 

497) 

7.5 

412) 

1043.7 

189) 

553 

First  Security 

5.0 

120.2 

468) 

4.7 

522) 

1029.1 

192) 

554 

Midlantic  Banks 

5.0 

144.3 

359) 

13.1 

216) 

1449.0 

106) 

555 

Consolidated  Papers 

4.9 

140.0 

382) 

16.4 

154) 

111.9 

473) 

556 

San  Diego  Gas  &  Elec 

4.9 

332.2 

102) 

37.6 

45) 

604.8 

272) 

557 

Duquesne  Light 

4.9 

177.7 

276) 

32.3 

68) 

727.7 

238) 

558 

Cincinnati  G&E 

4.9 

292.6 

136) 

26.6 

91) 

645.5 

254) 

559 

Maytag 

4.8 

132.6 

417) 

13.0 

221) 

68.0 

604) 

560 

Maryland  National 

4.8 

152.7 

327) 

10.1 

313) 

1506.3 

101) 

561 

Tandem  Computers 

4.8 

117.7 

480) 

9.7 

330) 

106.9 

480) 

562 

Freeport-McMoRan 

4.8 

175.5 

279) 

19.6 

132) 

397.2  ( 

329) 

562  Storer  Communication 

4.8 

111.8 

508) 

-3.5 

754) 

258.8 

362) 

564 

Fleet  Financial 

4.8 

153.0 

326) 

13.6 

203) 

1205.4 

160) 

565 

Key  Banks 

4.7 

116.1 

483) 

10.8 

283) 

1191.5 

164) 

566 

Utah  Power  &  Light 

4.7 

205.6 

227) 

24.5 

100) 

615.6  ( 

266) 

567 

Arkla 

4.7 

251.9 

176) 

13.6 

203) 

355.7  ( 

345) 

568 

First  Wisconsin 

4.7 

125.7 

448) 

6.8 

432) 

1178.1 

168) 

569 

Nalco  Chemical 

4.7 

142.1 

370) 

16.3 

156) 

102.5  | 

493) 

570 

First  Atlanta 

4.6 

159.7 

311) 

13.1 

216) 

1513.9  | 

97) 

571 

Public  Service  Indiana 

4.6 

197.2 

238) 

18.5  ( 

142) 

1052.7  ( 

188) 

572 

Kansas  Power  &  Light 

4.6 

321.8  ( 

107) 

19.5  ( 

133) 

363.9  ( 

340) 

rank) 
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The  Forbes  500s- Jobs  And  Productivity 

Rank                      Company     (000)      Sales  (rank)      Profits  (rank)     Assets  (rank)       Rank                      Company     (000)      Sales  (rank)      Profits  (rank)    Assets  (ra 

573          CityFed  Finl  S  &  L         4.5      206.6  (225)        13.7  (202)      1673.2  (  78) 

626       Commerce  Bancshrs         3.4      139.7(385)          9.0(357)      1343.8  (i: 

574          Farm  House  Foods          4.5      312.4(114)          1.7(686)          51.0(679) 

627       South  Carolina  Natl         3.4        88.7(631)          9.8(327)      1204.6  (1( 

575                  AEStaleyMfg         4.5      495.9(42)          8.1(394)        375.3(334) 

628                             Fidelcor         3.4      192.5  (247)        12.6  (233)      1783.0  (  j 

576     Bank  of  New  England          4.4      181.3(268)        10.4(299)      1520.3(95) 

629        First  Kentucky  Natl         3.3      108.8(521)        10.6(292)      1061.4(1! 

577           Hartford  National          4.4      144.0(362)        13.3(212)      1407.6(112) 

630           Meridian  Bancorp         3.3      153.9  (324)        12.5  (236)      1662.4  (  j 

578          Florida  Natl  Banks          4.4      134.6  (409)         9.7  (330)      1224.2  (154) 

631     United  Banks  of  Colo         3.3      143.8(363)          9.8(327)      1294.1(1' 

579                                 Geico         4.4      227.7  (198)       23.0  (108)        436.5  (317) 

632  Home  Federal  S&L-Cal          3.2      297.0(128)        18.8(137)      2737.4  (   ■ 

580      NY  State  Elec  &  Gas          4.4      258.8(167)       48.5(26)        855.6(225) 

633            Marshall  &  Usley         3.2      126.3(446)        10.7(287)      1222.9(1; 

581                Northern  Trust          4.4      173.3(286)          5.1(505)      1659.8(80) 

634      Colonial  Penn  Group          3.2      391.2(71)        15.3(168)        356.3(3' 

582                            Bowater         4.3      204.5  (228)        16.6  (152)        237.9  (368) 

635    Dominion  Bankshares          3.2      146.9(349)        10.3(301)      1352.3  (U 

583   Tele-Communications         4.3      104.3  (542)         4.0  (563)        368.4  (338) 

636             Atlantic  Bancorp         3.2      117.8(479)        10.3(301)      1173.6  (i; 

584       Huntington  Bancshs          4.3      146.6(351)        10.2(310)      1302.1(144) 

637          Portland  Genl  Elec         3.2      227.9(197)       50.0(25)        749.3(2; 

585                      Rubbermaid          4.2      133.3  (414)        11.0  (278)          86.7  (535) 

638                            Price  Co          3.1      431.7(62)        10.8(283)        113.1(4; 

586                                 Scana          4.2      268.3  (154)        29.0  (  81)        594.3  (278) 

639                Third  National         3.1       147.9(344)        12.4(239)      1355.1  (i: 

587      Provident  Life  &  Ace         4.2      329.3(105)       23.5(104)      1026.2(193) 

640                         Intergraph         3.1       130.0  (428)       20.3  (125)         113.5  (4( 

588                  Boston  Edison          4.2      314.8(112)       21.2(117)        536.9(296) 

641      Houston  Natural  Gas         3.1      647.6(28)       36.5(50)      1203.9  (1( 

589                            Lubrizol         4.2      202.4  (231)        16.2  (159)        168.3  (405) 

641                              Charter         3.1     1092.9  (   10)  -241.7  (785)        264.6  (3( 

590                            Primark          4.1      495.4  (  43)        12.0  (248)        335.7  (350) 

641            Tesoro  Petroleum          3.1      943.7  (   16)          4.1(556)        340.4(3' 

591                  Illinois  Power         4.1      312.1(115)       57.4(18)        966.2(207) 

644        American  President         3.1      293.9(135)       33.6(62)        320.5  (3f 

592      California  First  Bank          4.1       132.0(419)         5.2(499)      1221.2(156) 

645         American  Petrofina         3.1      695.0(25)        14.7(177)        557.6  *|2i 

593    Oklahoma  Gas  &  Elec          4.0      254.8(172)       28.1(86)        545.5(290) 

646          Northwestern  Finl         3.0      106.3  (529)          8.2  (388)        903.9  (2! 

594       First  Tennessee  Natl          4.0      126.8(443)         9.5(336)      1165.4(172) 

647          Old  Kent  Financial         3.0      146.1(353)        14.8(174)      1323.8  [U 

595        Mercantile  Bancorp         4.0      151.3(331)        11.7(260)      1502.9(102) 

648                                Uslife          3.0      307.6  (119)          6.2  (452)      1035.9  (1! 

596                  TECO  Energy         4.0      181.3  (268)       24.7  (  99)        485.9  (305) 

649       United  Jersey  Banks         3.0      136.2(403)        10.1(313)      1353.9  11: 

597     Glendale  Federal  S&L         3.9      336.6(99)        11.9(252)      3009.0(33) 

650  Dayton  Power  &  Light         3.0      339.0  (  96)       34.6  (  57)        689.0  (2' 

598                              Society         3.8      156.7  (318)        11.3  (268)      1516.1  (  96) 

651              Bank  of  Virginia          2.9      165.9(301)        12.7(226)      1419.7(1) 

599  Landmark  Banking  Fla         3.8      113.3(499)          8.9(362)        978.6(204) 

652                             Questar          2.9      236.5  (189)       21.3  (116)        341.3  [S 

600    First  of  America  Bank         3.8      127.6(439)          8.8(367)      1111.8(180) 

653    Colorado  Natl  Bnkshs          2.9      111.7(509)          7.2(421)        927.9(2.' 

601           First  Pennsylvania         3.8      154.4(322)         3.9(569)      1415.8(111) 

654    Kansas  City  Pwr  &  Lt          2.9      201.9(232)        52.4(21)        839.3(2: 

602Manufacturers  National         3.8      168.5(295)        10.2(310)      1650.2(82) 

655               Bancorp  Hawaii          2.9      144.3(359)        11.4(266)      1335.6(1! 

603                      AmeriTrust         3.8      174.1  (281)        18.7  (140)      1817.6  (   71) 

656          Central  111  Pub  Svc          2.9      252.0(175)        26.6(91)        561.3(2!: 

604         State  Street  Boston         3.8      128.5(435)        13.1(216)      1265.1(150) 

657          First  Florida  Banks          2.8      122.7  (461)        13.4  (210)      1316.6  (13 

605    Utd  Energy  Resources         3.7    1077.4  (    11)         9.6(333)        671.7(249) 

658          Public  Service  NM          2.8      157.1(316)       46.9  (  29)        917.0(2 

606         Southwest  Airlines         3.7      144.9(357)        13.4(210)        174.7(401) 

659       Pioneer  Hi-Bred  Intl          2.8      256.2(171)        25.8(97)        305.2(3! 

607          Intl  Flavors  &  Frag         3.7      129.4(432)        18.8(137)        122.8(456) 

660                       Tambrands          2.8      139.3  (388)       20.2  (128)          96.1  (5 

608                      US  Tobacco         3.7      120.8(466)       22.8(109)        111.2(474) 

661                   First  Citizens          2.8        91.2  (612)          8.2  (388)        780.2  (2; 

609           Allied  Bancshares         3.7      296.9  (129)       32.5  (  65)      2638.3  (  42) 

662                       General  Re          2.8      665.4  (  27)       26.1  (  96)      2186.1  (  ! 

610         First  Alabama  Bshs         3.6      102.9(547)        12.0(248)        963.1(208) 

663                 First  American          2.7      148.7(341)        11.8(255)      1442.2(11 

611                 Peoples  Energy         3.6      471.7(52)       20.8(121)        368.1(339) 

664                       Southmark          2.7      200  0  (236)       28.9  (  82)        477.8  (31 

612          AmSouth  Bancorp         3.6      125.4(450)        10.3(301)      1184.2(166) 

665   Central  Fidelity  Banks          2.7      125.4(450)        11.0(278)      1113.5(1' 

613 Cnmmunity  Psych  Ctrs         3.6        48.0  (767)        10.0(318)          65.6(615) 

666     Rochester  Gas  &  Elec          2.6      295.9(130)       39.1(42)        631.9(2! 

614                Transco  Energy         3.6    1016.3(13)       38.5(43)      1025.3(194) 

667      Continental  Bancorp          2.6      151.4(330)        14.7(177)      1579.3(1 

615       First  Maryland  Bncp         3.6      128.3(436)         6.5(441)      1151.5(177) 

668             Bergen  Brunswig         2.6      688.7(26)          7.4(415)         160.3  (4(- 

616       Monfort  of  Colorado         3.6      402.6(67)         4.4(539)          70.6(593) 

669  Shared  Medical  System          2.6        98,2(574)        13.0(221)          74.3(5' 

617     Louisville  Gas  &  Elec         3.5      191.0(250)       22.3(112)        413.0(325) 

670           Equitable  Bancorp          2.6      138.2(392)          9.8(327)      1265.2(1- 

618             Texas  Oil  &  Gas         3.5      575.8  (  35)       99.0  (     8)        993.3  (200) 

671             Horizon  Bancorp          2.6      115.5(485)        10.3(301)      1040.3(1! 

619     Alexander  &  Baldwin         3.5      131.4(422)        18.9(135)        223.1(375) 

672                       SouthTrust          2.6      142.6  (368)        13.5  (207)      1342.2  (l: 

620         McLean  Industries         3.5    "274.0(149)       17.6(146)       436.2(318) 

673              Moore  Financial          2.5      136.7(399)          8.6(373)      1169.3  (1! 

621        First  Virginia  Banks         3.5        91.     '615)        10.0(318)        768.4(233) 

674    Delmarva  Power  &  Lt          2.5      278.9(142)       36.6(49)        632.9(2! 

622           Banco  Popular  PR         3.5      100.  i   ,562)         8.5(375)      1010.2(197) 

674                                  PSFS          2.5      555.0  (  36)       28.6  (  83)      5447.8  ( 

62i     Texas  American  Bshs         3.5      191.0(2501        12.4(239)      1736.0(76) 

676     Citizens  Southern  SC          2.5      101.3(557)          9.5(336)        958.0(21 

624            Centerre  Bancorp         3.5      158.5  (313)         6.7  (437)      1506.4  (100) 

677               Brush  Wellman          2.5      129.0(433)        16.6(152)        117.6  |4i 

625  Mitchell  Energy  &  Dev         3.5      265.1(156)        10.3(301)        597.2(275) 

678                      First  Boston          2.5      811.8(17)       32.1(70)    10192.0  ( 
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Because  we're  always  planning  for  the  future 
~  a  new  standard  in  the  corporate  helicopter 


H 


The  helicopter  you've  been  waiting  for  is  about  to 
land  —  the  new  Bell  400  TwinRanger! 

It  will  arrive  in^  class  by  itself  —  because  it  sets  s 
rnany  new  standards  in  the  corporate  class. 

Comfort:  You  could  call  the  seven-place  400  an 


new 


in-flight  boardroom  because  it's  such  an  outstanding 
place  to  meet.  Club  seating  lets  everyone  see  eye  to  eye, 
While  carrving  on  the  business  at  hand  in  a  quiet,  serene 
cabin. 

^Smoothness:  Sure,  four  rotor  blades  mean  a 
smooth  ride.  But  Bell's  soft  in-plane  fiberglass  rotor  also 
increases  stability.  That,  too,  makes  for  a  smoother  — 
and  quieter  —  nde. 

Controllability:  That  advanced-technology  rotor 
will  also  mean  a  lot  to  pilots  because  it  enhances  agility. 
While  reducing  gust  sensitivity  And  giving  extraordi- 
nary security  to  everyday  traveling. 
^KjeliabilirytOnly  one  thing  is~as  assuring  as  twin-- 
engine  dependability  — Allison  reliability.  These  tur- 


bines are  the  latest  in  the  Allison  C2p  seriejs  —  proven 
by  millions  of  flight  hours. 

Advanced  tecrmolo^:Tt5stseerrriirougn^ 
400  TwinRanger  from  the  highly  efficient  (and  safer) 
JiingGuard  taflrotor,  to  a  newly  designed  mstrument_ 
panel. 


Backed  by  the  wortd%  best  servicejand  suppoijt 

When  service  is  needed,  159  authorized  Customer 
Service  facilities  stand  ijeadytp  get  you  back  in  tie 
air,  fast.  j 

It's  the  world's  most  extensive  service/Support 
""network: rAndirs;  just rttorca^rjDrancfeTJTat  a  Bell  40i 
TwinRanger  will  deliver  reliability  from  trie  word  go 


For  more  information,  call  or  write  Bob  Frazier, 
Manager,  Model  400  Marketing,  Bell  Helicopter -Textron 
Inc,P.O. Box 482, Deft, 564, Ft.  Worth,  Texas 76101, 
(817)  280-3601 


The  future  is  ours  by  design. 
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The  Forbes  500s-Jobs  And  Productivity 


Rank 


Employees 


-Per  employee  ($000)- 


Company     (000)      Sales  (rank)      Profits  (tank)    Assets  (tank)       Rank 


679     Cullen/Frost  Bankers         2.4      149.4 


680   Southwestern  Pub  Svc         2.4     334.0 


681 


Toledo  Edison 


2.4      227.3 


682 


Turner 


2.4      701.6 


683   Puget  Sound  Pwr  &  Lt         2.4      276.4 


684      Mercantile  Bankshrs 


2.4      113.1 


685       Equitable  Resources         2.4     232.3 


686 


Central  Bancorp 


2.4      139.2 


687 


American  Fletcher 


2.4      157.4 


688 


Arizona  Bancwest 


2.4      143.7 


689 


Homestake  Mining         2.3      124.2 


690 


Republic  New  York         2.3      486.5 


691 


Public  Service  NH 


2.3      227.6 


692       Affiliated  Bshs  Colo 


2.3      125.0 


693 


Centran 


2.3      151.2 


694 


Central  Bancshares 


2.3      141. 


695   Boatmen's  Bancshares 


2.3      153.1 


696 


Equimark 


2.3      143.5 


697 


Ipalco  Enterprises         2.2      207.1 


698 


Golden  West  Finl 


2.2      476.6 


699 


Peoples  Bancorp         2.2      114.3 


700 


Kansas  Gas  &  Elec 


2.1       191.3 


701 


First  Hawaiian 


2.1      140.7 


702 


Apollo  Computet         2.1      102.4 


703 


Northwestern  Natl 


2.1      505.0 


704 


First  Empire  State         2.1      124.0 


705     Union  Trust  Bancorp         2.1      113.7 


706      Imperial  Corp  of  Am         2.1      398.0 


706    Gr  Amer  First  Savings         2.1      344.3 


708 


Valero  Energy         2.0    1127.1 


709 


Gibraltar  Financial 


2.0      460.8 


710 


Indiana  National 


2.0      169.8 


711 


Atlantic  City  Elec         2.0     274.2 


712 


Marine 


2.0      151.5 


713     United  Missouri  Bshs 


2.0      126.6 


714 


Union  National 


2.0      123.7 


715 


Deposit  Guaranty         1.9      136.6 


716         Kentucky  Utilities         1.9      273.1 


717 


RIHT  Financial 


1.9      136.2 


718 


Digital  Switch  1.9      182.7 


719 


City  National         1.9      130.2 


720 


Commerce  Union 


1.9      149.2 


721 


Tosco 


1.9      994.4 


722       Cooper  Laboratories         1.9       84.6 


723        Super  Food  Services         1.9      706.1 


724 


Riggs  National         1.9     309.3 


725 


Cray  Research         1.9      121.9 


726  Suburban  Bancorp         1.8      156.8 


727 


First  Natl  Cine 


18      160.9 


728 


Sunwest  Financial 


1.8      129.5 


729  Natl  Bancshares  Texas 


1.8      156.2 


730       Marion  Laboratories 


1.8      141.3 


731 


Bank  South 


1.8      122.5 


732 


Citizens  Fidelity 


1.8   1968 


338) 


6.2 


100) 


45.8 


200|   63.3 


24) 


5.3 


144)   40.0 


500) 


14.1 


193)   31.2 


391) 


11.1 


315)   10.9 


364] 


9.5 


455)   12.5 


47)   41.5 


199]   67.8 


4531 


9.2 


332)   13.1 


374) 


11.1 


325) 


13.6 


365)  -17.7 


223)   33.2 


49)   36.5 


492) 


6.9 


249)   56.8 


378)   11.4 


551) 


11.3 


41) 


6.2 


457) 


8.2 


493| 


9.3 


68) 


0.8 


93) 


9.9 


-7.9 


55) 


15.2 


292) 


14.8 


148)   31.6 


329) 


9.5 


444)   14.9 


4581 


8.9 


400) 


8.0 


151) 


35.1 


403) 


.7 


263)   29.7 


427|   10.3 


339) 


9.3 


14)  -110.3 


646)   40.0 


23) 


4.2 


118)   14.2 


464)   24.2 


317)   14.5 


307)   16.1 


129) 


11.2 


319)   14.0 


377) 


16.2 


462)   10.0 


239) 


19.1 


452 


31 


15 


494 


37 


192 


75 


276 


280 


336 


236 


35 


14 


350 


216 


276 


203 


771 


6.3 


50 


426 


19 


266 


268 


452 


388 


345 


724 


324 


765 


169 


174 


73 


336 


172 


362 


398 


55 


372 


79 


301 


345 


784 


37 


S49 


101 


184 


I  63 


275 


196 


159 


318 


;  34 


1386.0 


611.4 


1181.4 


213.0 


930.3 


957.1 


320.7 


1345.9 


1508.4 


1379.2 


297.3 


5325.8 


1111.0 


1093.6 


1359.3 


1329.3 


1533.3 


1151.8 


703.3 


4796.6 


989.2 


1001.6 


1302.7 


103.0 


1127.6 


1072.1 


1010.2 


4129.3 


3278.1 


975.6 


4556.6 


1659.4 


609.0 


1357.9 


1477.4 


1187.2 


1329.2 


596.9 


1173.9 


246.3 


1156.2 


1399.7 


363.8 


173.6 


86.9 


2703.2 


175.9 


1571.6 


1509.3 


1155.1 


1476.8 


106.7 


1329.7 


1805.2 


116 


268 


167 


381 


215 


210 


351 


127 


99 


118 


358 


10 


182 


184 


121 


135 


94 


176 


241 


12 


202 


199 


143 


490 


178 


186 


197 


18 


28 


205 


13 


271 


122 


103 


165 


136 


276 


169 


365 


173 


114 


341 


404 


534 


39 


397 


90 


98 


174 


104 


482 


134 


72 


Employees 


Company  (000)   Sales  (rank) 


■Per  employee  ($000) 

Profits  (rank)  Assets 


733 

Alleghany 

1.8 

111.1 

514) 

140.5 

3 

476.9 

301 

734 

Zions  Utah  Bancorp 

1.7 

164.7 

302) 

14.6 

179 

1579.5 

8( 

735 

Idaho  Power 

1.7 

249.4 

178) 

58.3 

17 

924.6 

2i; 

736 

Fifth  Thitd  Bancorp 

1.7 

140.7 

378) 

20.2 

128 

1378.7 

11! 

737 

US  Trust 

1.7 

160.1 

309) 

12.7 

226 

1394.2 

11! 

738 

Midwest  Finl 

1.7 

122.3 

463) 

4.4 

539 

1308.4 

14 

739 

Sumitomo  Bank  Cal 

1.6 

182.0 

266) 

6.6 

440 

1694.6 

7; 

740 

First  Federal  Mich 

1.6 

627.8 

29) 

16.9 

150 

5867.4 

; 

741 

Pioneer 

1.6 

286.1 

138) 

108.6 

6 

528.6 

29; 

742 

Toledo  Trustcorp 

1.6 

141.9 

371) 

13.5 

207 

1460.7 

10! 

743 

United  Illuminating 

1.6 

325.8 

106) 

56.5 

20 

950.3 

2i: 

744 

Iowa-Illinois  G&E 

1.5 

374.3 

81) 

39.9 

39 

746.8 

23) 

745 

Florida  Federal  S&.L 

1.5 

332.9 

101) 

5.9 

465 

3304.1 

2; 

746 

Northeast  Savings 

1.5 

257.4 

169) 

-0.3 

744 

2665.9 

4( 

747 

Carteret  Savings 

1.5 

386.0 

74) 

8.0 

398 

3347.1 

2! 

748 

Banks  of  Mid-America 

1.5 

201.8 

233) 

4.0 

563 

2441.4 

5( 

749 

Old  Stone 

1.5 

206.8 

224) 

12.6 

233 

1798.0 

7: 

750 

First  Federal  S&L 

1.5 

321.6 

108) 

12.4 

239 

2997.0 

3' 

751 

American  Security 

1.5 

273.8 

150) 

3.2 

607 

2809.8 

3( 

751 

BancOklahoma 

1.5 

185.2 

257) 

13.8 

200 

2111.0 

6( 

753 

Dauphin  Deposit 

1.4 

170.0 

291) 

14.2 

188 

1577.0 

8f 

754 

Merchants  National 

1.4 

184.6 

258) 

8.6 

373 

1647.4 

8;- 

755 

First  Oklahoma  Bncp 

1.4 

231.9 

195) 

-19.8 

773 

1924.9 

6; 

756 

Fed!  Natl  Mortgage 

1.4 

6401.6 

1) 

-40.5 

780 

62268.4 

1 

757 

Washington  Water  Pwr 

1.4 

301.0 

125) 

48.0 

28 

940.6 

21; 

758  Western  Savings  &  Loan 

1.3 

352.4 

90) 

10.1 

313 

3307.3 

2( 

759 

Guarantee  Finl  Cal 

1.2 

230.5 

196) 

2.5 

642 

2334.4 

5" 

760 

Cullinet  Software 

1.2 

139.6 

386) 

18.9 

135 

149.0 

42( 

761 

Transohio  Finl 

1.2 

242.6 

184) 

3.9 

569 

2399.1 

5: 

762 

Louisiana  Land 

1.2 

1070.3 

12) 

82.7 

12 

1340.4 

13( 

763 

Washington  Mutual 

1.1 

346.6 

92) 

-8.5 

767 

3180.0 

3( 

764 

Valley  Federal  S&L 

1.1 

276.2 

145) 

-10.6 

769 

2418.2 

5.' 

765 

El  Paso  Electric 

1.1 

306.6 

122) 

100.9 

7 

1575.1 

8< 

766 

Tucson  Electric  Pwr 

1.0 

340.9 

95) 

125.8 

5 

1382.7 

li; 

767 

First  Columbia  Find 

1.0 

294.2 

134) 

5.7 

476 

2544.8 

4! 

768 

Georgia  Federal  Bank 

0.9 

274.3 

147) 

3.9 

569 

2512.1 

4( 

769 

Whitney  Holding 

0.9 

245.0 

180) 

37.2 

46 

2469.8 

4! 

769 

Downey  S&L 

0.9 

264.4 

158) 

13.6 

203 

2503.1 

4'i 

771 

Amer  Savings  &  Loan 

0.9 

476.0 

50) 

18.0 

143 

4220.1 

11 

772 

American  Continental 

0.9 

795.9 

18) 

23.9 

102 

3852.9 

2: 

773 

Pacific  Resources 

0.8 

2010.2 

4) 

1.4 

700 

648.4 

25; 

774 

United  Financial  Grp 

0.8 

490.4 

44) 

59.3 

16 

4452.3 

1' 

775 

Dallas  Federal  Finl 

0.8 

306.8 

121) 

-5.5 

759 

2919.8 

3! 

776 

Subaru  of  America 

0.7 

1627.5 

6) 

85.5 

11) 

470.2 

31( 

777 

Farm  &  Home  Savings 

0.7 

411.0 

65) 

6.3 

447) 

3874.1 

2: 

778 

Mesa  Petroleum 

0.7 

602.9 

31) 

397.4 

1 

5817.6 

1 

779  Fin  Corp  Santa  Barbara 

0.7 

470.8 

53| 

-31.4 

778) 

4289.1 

1! 

780 

Citadel  Holding 

0.7 

437.6 

59) 

8.2 

388) 

4233.0 

1( 

781 

Great  Lakes  Fedl  S&L 

0.7 

348.9 

91) 

10.6 

292) 

3248.4 

2! 

782 

Student  Loan  Mktg 

0.7 

1865.6 

5| 

152.5 

2) 

17849.8 

783 

First  Executive 

0.5 

3342.1 

3) 

127.8 

4; 

12038.1 

t 

784 

Columbia  S&L 

0.4 

1355.5 

7) 

97.0 

9| 

14503.6 

; 

785 

Telerate 

0.3 

361.7 

87) 

89.7 

10) 

489.1 

30; 

242 
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Tfou  need  a 
dot  matrix  and  a 

daisy  wheel  printe 


You  get  both  in  the 


Twin 


5 


Your  office  needs  demand  the  capability 
of  both  a  dot  matrix  and  a  daisy  wheel 
printer!  Now  you  can  have  the  ultimate 
flexibility  in  printers.  The  ease  and  speed  of 
dot  matrix  and  the  letter  quality  of  a  daisy 
wheel  has  now  been  combined  in  Brother's 
new  Twinriter  5.  You'll  find  two  heads  are 
better  than  one! 

This  two-in-one  printer  gives  you  both 
daisy  wheel  and  dot  matrix  functions  at  the 
touch  of  a  fingertip.  Add  to  this,  Brother 
versatility,  and  you  have  the  first  truly  all 
purpose  printer.  There  are  over  twenty 
different  type-faces  in  easy-to-change 
cassette  daisy  wheels.  Plus  cassette  ribbons 
that  slip  in  and  out  avoiding  inky  finger 
problems  while  giving  you  the  choice  of 
printing  in  four  colors. 

Then  there's  the  question  of  compatibility. 
Once  again  you  don't  have  to  decide. 
Twinriter  5  interfaces  with  almost  every 
computer  on  the  market.  In  the  printer's 
command  mode,  you  can  select  both  word 
processing  and  data  processing.  This 


assures  proper  operation  under  various 
software— word  processing,  graphics, 
spreadsheet  and  integrated  packages. 

Twinriter  5  is  the  best  of  both  worlds. 
High  resolution  graphics  in  four  selectable 
densities  and  letter  quality  text  in  the  same 
document.  Bit  image  printing  in  the  graphics 
mode.  A  full  complement  of  print  format  and 
word  processing  functions  that  can  be 
controlled  by  ESC  sequence.  And  hardware 
options  for  paper  feeding  attachments. 

Twinriter  5  comes  to  you  with  Brother's 
reputation  for  reliability.  Ifs  engineered  to  last 


with  exhaustive  quality  control  standards 
applied  at  every  stage  of  manufacture  from 
design  to  production.  Thaf  s  reliability  you 
can  count  on. 

When  you  need  letter  quality  and  dot 
matrix  capabilities,  Brother  Twinriter  5  is  the 
logical  solution  to  your  printing  needs. 

Twinriter  5.  The  two  and  only. 

brother 

We  put  our  reputation  on  paper. 


BROTHER  INTERNATIONAL  CORP. 

HEADQUARTERS: 

8  Corporate  Place,  Piscataway,  N.J.  08854 

WESTERN  REGIONAL  OFFICES: 

20  Goodyear,  Irvine,  CA  92718 

BROTHER  INDUSTRIES,  LTD. 

Nagoya,  Japan 

VISIT  THE  BROTHER  BOOTH  *3822 
AT  THE  ATLANTA  COMDEX  SHOW. 


1          li^Kuam 

I   This  alphabetical  summary  shows  performance 
™  figures  of  the  Forbes  500s  companies 

and  the  position  of  each  on  the  various  lists. 

ffW%  he  Forbes  500s  rank  only  publicly  held,  U.S. -based    the  1984  directory  excluded  unconsolidated  subsidiaries, 
companies.  •  Net  income  includes  results  from  dis-    so  some  rankings  are  not  comparable.  •  Fiscal  year-end 
gft  continued  operations,   and  excludes  extraordinary    results  are  used  for  companies  with  years  that  end  in 
items.  For  insurance  companies,  net  income  excludes    November,  December  or  January.  For  all  others,  trailing  12     j 
portfolio  capital  gains  and  losses  and  the  onetime  benefit    months  are  used  for  sales  and  profits,  and  assets  are  as  of  the 
from  the  1984  tax  act.  •  Since  the  1984  directory  excluded    most  recent  quarter.  •  Sales  exclude  excise  taxes  for  oil, 
results  from  discontinued  operations,  profit  ranks  may  not    liquor  and  tobacco  companies.  For  nonfinancial  companies, 
be  comparable.  •  Cash  flow  is  net  income  plus  depreci-    sales  include  net  sales  and  other  operating  revenue.  For 
ation,  depletion  and  amortization.  •  Where  significant,    financial  companies,  sales  include  operating  income  and 
unconsolidated  subsidiaries  are  included  in  these  figures;    other  income.  •  Market  value  is  as  of  Dec.  31,  1984. 

—Where  they  rank:  1984 
Market 
Sales             value 

1 

Net 
profits 

Company 

Assets 
($mil) 

Market 
Sales             value 
($mil)             ($mil) 

Net 
profits 
($mil) 

Cash 
flow 

l$mil) 

Num ' 
emplo 

(the 

Assets 

353 

238                  46 

80 

Abbott  Laboratories 

3,173 

3,104               5,020 

402.6 

531.3 

34 

■ 

■                   216 

245 

Advanced  Micro  Devices 

700 

922               1,637 

140.2 

205.2 

13 

13 

26                   75 

■ 

Aetna  Life  &  Cas 

51,029 

15,411               3,648 

58.0 

98.2 

46 

435 

■                    ■ 

■ 

Affiliated  Bshs  Colo 

2,510 

287                  137 

21.0 

28.2 

2J 

36 

267                445 

■ 

HF  Ahmanson 

24,307 

2,711                   736 

48.2 

95.9 

6. 

451 

390                252 

248 

Air  Prods  &  Chems 

2,378 

1,755               1,402 

138.7 

321.7 

17 

144                359 

410 

Albertson's 

1,033 

4,736                  957 

79.7 

131.1 

34  1 

211                 496 

458 

Alco  Standard 

1,163 

3,497                  646 

66.5 

100.2 

15  v 

■                      4KS 

4S7 

Alexander  &  Baldwin 

787 

463                  663 

66.6 

98.6 

3 

■                        ■ 

141 

Alleghany 

835 

195                  583 

246.1 

249.9 

1  , 

324                  ■ 

■ 

Allegheny  Intl 

1,695 

2,115                  234 

14.9 

66.4 

35 

297 

396              25n 

205 

Allegheny  Power 

3,737 

1,721                1,420 

176.3 

295.1 

5 

111 

■                  380 

295 

Allied  Bancshares 

9,630 

1,084                  881 

118.8 

133.6 

3 

135 

43                 111 

64 

Allied  Corp 

8,189 

10,734               2,865 

488.0 

950.0 

116 

407 

181                 338 

24.} 

Allied  Stores 

2,676 

3,971                1,038 

140.7 

227.4 

62  , 

■ 

■                    ■ 

4. SO 

Alltel 

1,479 

640                  465 

62.6 

159.1 

5 

169 

109                  98 

137 

Alcoa 

6,342 

5,751               3,002 

256.0 

600.0 

41 

276 

293                311 

■ 

AMAX 

3,977 

2,399               1,115 

-238.3 

-31.3 

13  i. 

168 

66                 162 

209 

Amerada  Hess 

6,353 

8,277               2,019 

170.5 

738.2 

81 

144 

125                   81 

78 

American  Brands 

7,746 

5,333               3,539 

407.3 

510.2 

75, 

460 

194                 185 

184 

Amer  Broadcasting 

2,335 

3,703               1,835 

195.3 

254.3 

13 

258 

170                287 

301 

American  Can 

4,253 

4,213               1,212 

115.6 

1924 

26 

338 

■                    ■ 

■ 

American  Continental 

3,302 

682                    79 

20.5 

30.5 

0 

335 

187                 137 

163 

American  Cyanamid 

3,327 

3,857               2,435 

215.9 

405.7 

38 

75 

132                  68 

65 

American  Elec  Power 

13,553 

4,952               4,007 

487.6 

867.1 

23  , 

8 

35                   23 

42 

American  Express 

61,848 

12,895               8,158    . 

606.0 

606.0 

73 

312 

■                    ■ 

■ 

American  Fletcher 

3,569 

373                  165 

25.8 

30.4 

2. 

52 

123                 199 

112 

American  General 

19,198 

5,362               1,741 

299.0 

321.4 

14 

■ 

■                  354 

441 

American  Greetings 

772 

903                  985 

71.6 

89.0 

17. 

365 

154                  26 

36 

American  Home  Products 

3,033 

4,486               7,676 

682.1 

775.7 

47,, 

442 

214                157 

149 

Amer  Hospital  Supply 

2,461 

3,449               2,087 

237.8 

325.0 

32 

61 

63                  27 

18 

Amer  Info  Technology 

17,635 

8,347               7,529 

990.6 

2,337.9 

77. 

89 

165                  48 

111 

American  lntl  Group 

11,625 

4,281                4,961 

302.4 

337.3 

23 

384 

331                 213 

237 

Amer  Medical  Intl 

2,811 

2,067               1,647 

143.5 

264.5 

42. 

■ 

169                  ■ 

■ 

American  Motors 

1,830 

4,215                  385 

11.0 

125.0 

25. 

■  Not  on 

500  list. 

1 
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Ranking  The  Forbes  500s 

Company 

Assets 

l$mil) 

Sales 
($mil) 

Market 
value 

(Smill 

Net 

profits 

(Smil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thou) 

ssets 

Sales 

Market 
value 

Net 
profits 

316 

■ 

383 

385 

American  Natl  Ins 

3,531 

753 

876 

88.0 

91.0 

8.4 

275 

213 

242 

180 

Am  Natural  Resources 

4,001 

3,493 

1,482 

196.1 

506.1 

11.0 

■ 

322 

453 

■ 

American  Petrofina 

1,706 

2,126 

725 

45.1 

143.1 

3.1 

■ 

■ 

■ 

331 

American  President 

987 

905 

450 

103.5 

145.4 

3.1 

304 

■ 

■ 

■ 

Airier  Savings  &  Loan 

3,650 

412 

77 

15.6 

18.7 

0.9 

268 

■ 

■ 

■ 

American  Security 

4,080 

398 

196 

4.7 

11.6 

1.5 

469 

229 

294 

351 

American  Standard 

2,277 

3,215 

1,188 

97.1 

195.1 

43.0 

285 

36 

293 

197 

American  Stores 

3,811 

12,119 

1,188 

185.5 

301.4 

87.7 

20 

9 

5 

12 

American  Tel  &  Tel 

39,827 

33,188 

20,235 

1,369.9 

4,147.8 

365.0 

158 

■ 

■ 

446 

AmeriTrust 

6,845 

656 

538 

70.4 

83.0 

3.8 

■ 

295 

■ 

■ 

Amlac 

1,289 

2,392 

322 

-14.1 

34.4 

22.9 

■ 

375 

79 

174 

AMP 

1,487 

1,813 

3,596 

201.3 

276.4 

22.9 

218 

124 

195 

154 

AMR 

5,261 

5,354 

1,750 

233.9 

541.4 

44.6 

256 

■ 

■ 

■ 

AmSouth  Bancorp 

4,282 

454 

248 

37.4 

44.6 

3.6 

■ 

401 

■ 

■ 

Anderson,  Clayton 

940 

1,716 

429 

23.7 

55.6 

16.2 

247 

93 

85 

82 

Anheuser-Busch  Cos 

4,525 

6,501 

3,413 

391.5 

594.9 

38.9 

■ 

■ 

468 

■ 

Apollo  Computer 

217 

216 

690 

23.9 

31.0 

2.1 

■ 

358 

191 

327 

Apple  Computer 

967 

1,898 

1,765 

104.4 

142.4 

5.0 

347 

148 

184 

252 

Archer  Daniels  Midland 

3,231 

4,610 

1,845 

137.4 

257.5 

8.7 

344 

■ 

■ 

■ 

Arizona  Bancwest 

3,251 

339 

214 

22.5 

29.6 

2.4 

240 

■ 

233 

124 

Arizona  Public  Service 

4,654 

995 

1,543 

271.1 

358.6 

7.5 

■ 

■ 

393 

473 

Arkla 

1,668 

1,181 

842 

63.8 

116.9 

4.7 

302 

151 

492 

■ 

Armco 

3,687 

4,543 

654 

-299.5 

-129.4 

46.2 

■ 

427 

412 

368 

Armstrong  World  Inds 

951 

1,569 

803 

92.2 

150.1 

20.0 

■ 

480 

■ 

■ 

Asarco 

1,946 

1,325 

539 

-306.1 

-242.0 

10  0 

281 

67 

477 

■ 

Ashland  Oil 

3,946 

8,267 

674 

-173.7 

40.2 

31.5 

■ 

176 

420 

287 

Associated  Dry  Goods 

2,084 

4,107 

787 

120.7 

198.3 

59.0 

300 

■ 

■ 

■ 

Atlantic  Bancorp 

3,723 

374 

275 

32.6 

41.5 

3.2 

■ 

■ 

■ 

475 

Atlantic  City  Elec 

1,221 

550 

430 

63.3 

101.6 

2.0 

43 

14 

13 

44 

Atlantic  Richfield 

22,130 

23,768 

10,407 

567.0 

2,733.0 

39.9 

■ 

■ 

258 

412 

Auto  Data  Processing 

808 

958 

1,377 

79.4 

167.5 

16.5 

■ 

404 

279 

417 

Avnet 

876 

1,712 

1,232 

78.8 

94.6 

8.9 

W4 

235 

181 

201 

Avon  Products 

2,438 

3,143 

1,869 

181.7 

268.2 

38.9 

W9 

367 

297 

425 

Baker  International 

2,093 

1,848 

1,174 

76.2 

204.6 

20.3 

■ 

486 

■ 

■ 

Bally  Manufacturing 

1,464 

1,309 

303 

-100.4 

4.9 

16.2 

274 

386 

226 

145 

Baltimore  Gas  &  Elec 

4,011 

1,762 

1,597 

243.9 

418.2 

9.1 

123 

■ 

367 

318 

Banc  One 

9,106 

1,050 

929 

1080 

124.4 

7.4 

318 

■ 

■ 

■ 

Banco  Popular  PR 

3,527 

350 

160 

29.8 

35.1 

3.5 

360 

■ 

■ 

■ 

BancOklahoma 

3,065 

269 

110 

20.0 

26.0 

1.5 

284 

■ 

■ 

■ 

Bancorp  Hawaii 

3,852 

416 

233 

33.0 

40.3 

2.9 

44 

227 

428 

216 

Bank  of  Boston 

22,079 

3,225 

767 

164.1 

204.4 

15.4 

161 

■ 

■ 

■ 

Bank  of  New  England 

6,755 

806 

270 

46.3 

53.7 

4.4 

71 

426 

■ 

320 

Bank  of  New  York 

15,157 

1,577 

560 

107.5 

128.4 

7.7 

266 

■ 

■ 

■ 

Bank  of  Virginia 

4,134 

483 

305 

37.1 

44.7 

2.9 

*53 

■ 

■ 

■ 

Bank  South 

2,371 

219 

198 

17.8 

23.9 

1.8 

2 

31 

117 

92 

BankAmerica 

117,680 

14,397 

2,746 

345.5 

627.1 

89.2 

16 

137 

193 

107 

Bankers  Trust  NY 

45,208 

4,834 

1,753 

306.8 

343.0 

11.0 

306 

■ 

■ 

■ 

Banks  of  Mid-America 

3,643 

301 

83 

5.9 

10.3 

1.5 

81 

470 

422 

332 

Barnett  Banks  Fla 

12,501 

1,358 

780 

103.4 

133.6 

11.4 

■ 

■ 

430 

■ 

Bausch  &  Lomb 

567 

534 

763 

50.2 

68.1 

8.8 

Not  on 

500  list. 
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Ranking  The  Forbes  500s 


rank-  1984 

Company 

Assets 
($mil) 

Sales 

($mil) 

Market 
value 

ISmil) 

Net 
profits 
($mil) 

Cash 
flow 

($mil) 

Assets 

Sales 

Market 
value 

Net 
profits 

emplo 

(thoi  \ 

■ 

377 

182 

■ 

Baxter  Travenol  Labs 

2,001 

1,800 

1,855 

29.1 

142.9 

32.  ^ 

221 

■ 

■ 

■ 

BayBanks 

5,180 

563 

273 

37.2 

54.6 

5. 

101 

40 

132 

75 

Beatrice 

10,089 

11,427 

2,563 

414.0 

703.0 

120.] 

■ 

■ 

399 

463 

Becton,  Dickinson 

1,119 

1,124 

832 

65.7 

124.5 

18.] 

55 

69 

25 

21 

Bell  Atlantic 

18,684 

8,090 

8,007 

973.1 

2,167.0 

90.  < 

39 

56 

14 

15 

BellSouth 

23,673 

9,519 

10,170 

1,257.2 

2,793.0 

97. 

142 

284 

444 

392 

Beneficial  Corp 

7,886 

2,502 

738 

86.1 

97.6 

13.] 

■ 

378 

■ 

■ 

Bergen  Brunswig 

419 

1,799 

282 

19.3 

23.5 

2 .] 

■ 

■ 

244 

447 

Berkshire  Hathaway 

2,035 

709 

1,462 

70.2 

79.0 

5 .] 

■ 

311 

■ 

■ 

Best  Products 

1,166 

2,253 

316 

13.6 

52.0 

18.] 

251 

121 

406 

a 

Bethlehem  Steel 

4,387 

5,392 

815 

-131.7 

150.9 

51. 

■ 

447 

407 

a 

Beverly  Enterprises 

1,700 

1,420 

814 

47.0 

104.7 

78.1 

■ 

■ 

409 

a 

Big  Three  Industries 

1,153 

776 

812 

56.7 

136.0 

5. 

■ 

412 

295 

349 

Black  &  Decker 

1,546 

1,678 

1,184 

97.7 

171.2 

18.  | 

323 

■ 

■ 

■ 

Boatmen's  Bancshares 

3,482 

348 

179 

30.9 

35.7 

2.] 

131 

45 

41 

30 

Boeing 

8,485 

10,354 

5,505 

787.0 

1,152.0 

86.1 

328 

192 

312 

448 

Boise  Cascade 

3,409 

3,817 

1,109 

69.6 

227.0 

28.  J 

377 

150 

209 

188 

Borden 

2,884 

4,568 

1,684 

191.4 

304.4 

32.] 

387 

186 

175 

173 

Borg-Warner 

2,783 

3,916 

1,902 

206.1 

316.9 

82.] 

478 

482 

■ 

381 

Boston  Edison 

2,247 

1,317 

545 

88.8 

192.5 

4 

■ 

■ 

■ 

439 

Bowater 

1,033 

888 

600 

72.1 

115.7 

4 

345 

173 

30 

68 

Bristol-Myers 

3,249 

4,189 

7,194 

472.4 

546.4 

36  ] 

■ 

460 

414 

Brown-Forman 

941 

936 

713 

79.1 

103.0 

6  ' 

432 

■ 

■ 

Brown  Group 

658 

1,537 

551 

36.5 

62.3 

27  ' 

■ 

271 

368 

Browning-Ferris  Inds 

884 

1,033 

1,274 

92.2 

198.4 

16.' 

439 

452 

361 

Brunswick 

932 

1,468 

726 

94.2 

133.5 

18' 

■ 

498 

■ 

Brush  Wellman 

294 

323 

643 

41.5 

56.7 

2  J 

484 

243 

454 

■ 

Burlington  Inds 

2,216 

3,050 

724 

38.3 

176.8 

53 

91 

60 

84 

41 

Burlington  Northern 

11,424 

9,156 

3,440 

608.1 

1,059.0 

48  •■ 

248 

139 

131 

142 

Burroughs 

4,504 

4,808 

2,574 

244.9 

624.5 

64 

■ 

353 

389 

328 

Cabot 

1,839 

1,912 

855 

104.1 

193.8 

V 

60 

333 

■ 

464 

CalFed 

17,699 

2,062 

326 

65.3 

102.6 

5 

228 

■ 

■ 

■ 

California  First  Bank 

5,002 

541 

195 

21.4 

31.3 

4 

443 

190 

143 

185 

Campbell  Soup 

2,439 

3,834 

2,243 

195.1 

302.9 

43 

■ 

■ 

155 

257 

Capital  Cities  Commun 

1,208 

940 

2,118 

135.2 

186.9 

8 

203 

392 

322 

292 

Capital  Holding 

5,520 

1,746 

1,087 

119.3 

132.7 

8  ' 

186 

366 

207 

115 

Carolina  Pwr  &  Lt 

5,964 

1,854 

1,691 

294.2 

492.0 

9 

■ 

191 

■ 

378 

Carter  Hawley  Hale 

1,962 

3,833 

450 

89.7 

162.0 

54  >' 

226 

■ 

■ 

■ 

Carteret  Savings 

5,041 

581 

63 

12.1 

16.3 

1 

■ 

425 

■ 

■ 

Castle  &  Cooke 

1,048 

1,596 

331 

-141.0 

-111.9 

37  ' 

172 

90 

99 

■ 

Caterpillar  Tractor 

6,223 

6,576 

3,001 

-428.0 

64.0 

61  ' 

343 

138 

149 

182 

CBS 

3,262 

4,832 

2,151 

195.7 

293.0 

30 

157 

■ 

■ 

■ 

CBT 

6,862 

729 

306 

46.2 

58.7 

5 

359 

221 

317 

219 

Celanese 

3,104 

3,328 

1,097 

161.0 

375.0 

22 

440 

463 

337 

281 

Centel 

2,478 

1,375 

1,040 

123.4 

316.2 

12 

219 

■ 

■ 

■ 

Centerre  Bancorp 

5,215 

549 

215 

23.3 

34.3 

3 

165 

261 

154 

104 

Central  &  South  West 

6,419 

2,766 

2,130 

317.2 

527.8 

9 

351 

■ 

■ 

■ 

Central  Bancorp 

3,190 

330 

201 

26.4 

33.4 

2 

363 

■ 

a 

■ 

Central  Bancshares 

3,038 

324 

169 

25.4 

33.1 

2 

368 

■ 

■ 

■ 

Central  Fidelity  Banks 

2,951 

332 

252 

29.2 

34.8 

2 

■  Not  on 

500  list. 
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Ranking  The 

Forbes  500s 

Company 

Assets 

(Smil) 

Sales 

(Smil) 

Market 
value 
(Smil) 

Net 

profits 

(Smil) 

Cash 
flow 

(Smil) 

Number 

employed 

(thou) 

ssets 

Sales 

Market 
value 

Net 
profits 

■ 

■ 

■ 

427 

Central  111  Pub  Svc 

1,607 

722 

589 

76.1 

136.4 

2.9 

■ 

393 

■ 

Central  Soya 

637 

1,742 

223 

21.6 

42.5 

6.6 

357 

■ 

■ 

Centran 

3,116 

347 

131 

30.1 

35.4 

2.3 

159 

129 

160 

Champion  Intl 

6,815 

5,121 

2,064 

-6.0 

197.7 

49.2 

■ 

217 

■ 

Charter 

820 

3,388 

16 

-749.3 

-721.3 

3.1 

4 

51 

194 

79 

Chase  Manhattan 

86,883 

9,881 

1,751 

405.8 

513.8 

40.4 

11 

108 

218 

96 

Chemical  New  York 

52,236 

5,857 

1,635 

340.8 

401.5 

19.8 

I 

364 

304 

291 

Chesebrough-Pond's 

1,447 

1,857 

1,149 

119.5 

149.6 

23.8 

24 

12 

12 

8 

Chevron 

36,358 

27,830 

10,691 

1,534.0 

3,673.0 

38.9 

124 

19 

70 

9 

Chrysler 

9,063 

19,573 

3,887 

1,496.1 

2,050.5 

100.4 

152 

337 

315 

■ 

Chubb 

4,370 

2,034 

1,103 

48.6 

55.7 

8.0 

21 

28 

91 

■ 

Cigna 

39,035 

14,775 

3,201 

29.1 

92.1 

44.9 

556 

449 

■ 

272 

Cincinnati  G&E 

3,131 

1,419 

635 

129.1 

207.4 

4.9 

■ 

450 

■ 

■ 

Circle  K 

566 

1,418 

382 

30.6 

51.4 

9.6 

$81 

■ 

■ 

■ 

Citadel  Holding 

2,845 

294 

51 

5.5 

8.2 

0.7 

1 

17 

50 

23 

Citicorp 

150,586 

20,494 

4,893 

890.0 

1,152.0 

67.4 

139 

■ 

436 

Citizens  &  Southern  Ga 

8,030 

832 

623 

72.4 

89.9 

6.0 

147 

■ 

■ 

Citizens  Southern  SC 

2,398 

254 

225 

23.9 

33.7 

2.5 

549 

■ 

■ 

Citizens  Fidelity 

3,206 

350 

329 

34.0 

39.1 

1.8 

181 

■ 

■ 

City  National 

2,225 

251 

200 

19.8 

25.2 

1.9 

146 

■ 

482 

Ci  tyFed  Financial 

7,595 

938 

132 

62.0 

71.7 

4.5 

130 

247 

118 

Cleveland  Elec  Ilium 

4,926 

1,215 

1,444 

291.6 

3872 

5.6 

■ 

435 

409 

Clorox 

657 

1,016 

758 

79.9 

101.9 

5.7 

540 

96 

■ 

336 

Coastal  Corp 

3,296 

6,260 

572 

101.7 

246.3 

5.4 

187 

81 

22 

39 

Coca-Cola 

5,958 

7,364 

8,160 

628.8 

812.1 

40.3 

122 

134 

159 

441 

Colgate-Palmolive 

2,568 

4,910 

2,065 

71.6 

139.2 

42.8 

■ 

■ 

■ 

487 

Collins  &  Aikman 

527 

1,024 

415 

61.1 

82.0 

10.4 

■ 

500 

■ 

■ 

Colonial  Penn  Group 

1,144 

1,256 

444 

49.0 

58.5 

3.2 

m 

■ 

■ 

■ 

Colorado  Natl  Bnkshs 

2,692 

324 

159 

21.0 

33.2 

2.9 

■ 

363 

348 

264 

Colt  Industries 

1,024 

1,868 

1,007 

132.2 

174.0 

22.3 

120 

149 

261 

231 

Columbia  Gas  System 

5,201 

4,593 

1,348 

152.9 

405.5 

11.6 

166 

■ 

■ 

■ 

Columbia  Savings  &  Loan 

6,382 

596 

53 

42.7 

46.6 

0.4 

596 

489 

280 

256 

Combined  International 

2,721 

1,288 

1,229 

135.7 

186.2 

5.9 

136 

242 

330 

343 

Combustion  Engineering 

2,508 

3,058 

1,065 

99.6 

201.9 

36.0 

110 

■ 

■ 

■ 

Comerica 

9,631 

1,023 

353 

56.9 

68.9 

6.0 

141 

■ 

■ 

■ 

Commerce  Bancshrs 

4,616 

480 

236 

31.0 

42.2 

3.4 

103 

■ 

■ 

■ 

Commerce  Union 

2,686 

286 

123 

17.8 

22.9 

1.9 

68 

133 

49 

27 

Commonwealth  Edison 

16,302 

4,930 

4,912 

875.5 

1,356.5 

18.1 

■ 

■ 

416 

■ 

Community  Psych  Centers 

237 

174 

800 

36.1 

40.9 

3.6 

■ 

■ 

327 

■ 

Computervision 

539 

556 

1,066 

37.7 

78.4 

5.8 

■ 

141 

372 

443 

ConAgra 

1,770 

4,777 

910 

71.4 

112.9 

21.7 

29 

112 

69 

40 

Consolidated  Edison 

8,688 

5,729 

3,994 

620.0 

900.7 

21.8 

■ 

407 

447 

432 

Consol  Freightways 

1,061 

1,705 

735 

74.5 

145.5 

19.4 

520 

208 

204 

172 

Consol  Natural  Gas 

3,506 

3,519 

1,720 

208.9 

415.6 

7.5 

■ 

■ 

423 

404 

Consolidated  Papers 

548 

686 

778 

80.6 

105.9 

4.9 

121 

226 

■ 

160 

Consumers  Power 

9,211 

3,236 

407 

221.1 

434.3 

12.3 

164 

■ 

■ 

■ 

Continental  Bancorp 

4,160 

399 

296 

38.6 

42.7 

2.6 

06 

147 

186 

335 

Continental  Corp 

9,852 

4,641 

1,835 

102.4 

118.7 

18.0 

28 

177 

■ 

■ 

Continental  Illinois 

30,413 

4,091 

264 

-1,087.0 

- 1,008.0 

10.9 

143 

303 

227 

181 

Continental  Telecom 

4,557 

2,319 

1,595 

195.9 

510.4 

21.8 

Not  on 

500  list. 
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any  are  subsuiiaries  of  Norfolk  Southern  Corporal 


Long-Distance 
Runner. 


NEW  ORLEANS 


One  look  at 
the  map 
shows  you, 
The  Thoroughbred 

travels  far  and  wide 

Norfolk  Southern  goes  the 
distance.  And  all  along  the  way, 
shipments  cover  ground  with 
remarkable  efficiency.  State-of-the- 
art  technology  and  the  high 
standards  of  equipment  and  track 
maintenance  see  to  it. 

They're  part  of  Thoroughbred 
Service,  which  includes  one  feature 


some  other  rail- 
roads find  hard  to 
compete  with: 
you  deal  with  one 
I  representative, 
no  matter  where  you  are,  or  where 
your  shipment  is.  This  customer- 
representative  relationship  is  one 
of  the  reasons  we're  known  as  The 
Thoroughbred  of  Transportation. 

To  find  out  more  about 
our  Thoroughbred  Service,  call 
your  local  Norfolk  Southern 
sales  office. 


<* 


NORFOLK 
SOUTHERN 
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Ranking  The  Forbes  500s 


rank-  1984 

Company 

Assets 
(Smil) 

Sales 

(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Numb 
employ 

(thou 

Assets 

Sales 

Market 
value 

Net 
profits 

113 

130 

260 

■ 

Control  Data 

9,589 

5,027 

1,350 

31.6 

240.0 

55.( 

■ 

339 

290 

321 

Cooper  Industries 

1,954 

2,030 

1,195 

106.9 

180.5 

30.: 

■ 

■ 

■ 

428 

Cooper  Laboratories 

330 

161 

220 

76.0 

86.2 

l.< 

107 

■ 

480 

326 

CoreStates  Financial 

9,848 

1,082 

671 

104.5 

121.6 

6.' 

■ 

394 

245 

380 

Corning  Glass  Works 

1,857 

1,733 

1,461 

88.9 

199.9 

27.:  J 

■ 

■ 

255 

388 

Cox  Communications 

1,111 

743 

1,393 

87.3 

180.6 

7.i 

406 

158 

170 

186 

CPC  International 

2,683 

4,373 

1,943 

193.4 

329.3 

38.;. 

■ 

■ 

426 

■ 

Cray  Research 

330 

229 

770 

45.4 

74.5 

1.5 

42 

270 

■ 

■ 

Crocker  National 

22,322 

2,677 

521 

-324.4 

-280.6 

14.  J  | 

■ 

423 

■ 

■ 

Crown  Central  Petroleum 

529 

1,610 

69 

-1.2 

45.1 

5.< 

■ 

465 

■ 

500 

Crown  Cork  &  Seal 

806 

1,370 

520 

59.5 

99.7 

12.( 

431 

239 

368 

389 

Crown  Zellerbach 

2,533 

3,095 

924 

86.9 

189.1 

18.5  | 

88 

71 

80 

69 

CSX 

11,636 

7,934 

3,590 

465.0 

895.0 

60.;  ; 

329 

■ 

■ 

■ 

Cullen/Frost  Bankers 

3,382 

365 

175 

15.1 

23.4 

H 

■ 

■ 

478 

■ 

Cullinet  Software 

178 

167 

672 

22.6 

28.6 

i.: 

■ 

497 

■ 

■ 

Cullum  Companies 

241 

1,268 

137 

15.8 

33.9 

n.:-! 

■ 

301 

448 

194 

Cummins  Engine 

1,506 

2,326 

733 

187.9 

260.1 

19.S  \ 

■ 

495 

■ 

■ 

Cyclops 

531 

1,272 

149 

18.4 

36.1 

8.(.j 

490 

■ 

■ 

■ 

Dallas  Federal  Fin  1 

2,196 

231 

73 

-4.1 

-2.3 

o.n 

475 

200 

239 

189 

Dana 

2,257 

3,575 

1,498 

191.3 

276.8 

35.f  ^ 

216 

52 

65 

71 

Dart  &  Kraft 

5,285 

9,759 

4,081 

455.8 

638.0 

72.;  J 

■ 

■ 

246 

365 

Data  Genera] 

1,113 

1,254 

1,449 

92.7 

164.2 

16.; 

468 

■ 

■ 

■ 

Dauphin  Deposit 

2,285 

246 

153 

20.6 

23.4 

i.< 

286 

70 

95 

133 

Dayton-Hudson 

3,800 

8,009 

3,056 

259.3 

416.3 

115.( 

■ 

■ 

■ 

329 

Dayton  Power  &  Light 

2,060 

1,014 

604 

103.6 

156.4 

3.(  . 

201 

166 

163 

431 

Deere 

5,556 

4,275 

2,018 

74.7 

275.9 

44.< 

■ 

■ 

481 

370 

Delmarva  Power  &  Light 

1,594 

703 

671 

92.1 

152.6 

2.!. 

333 

156 

198 

135 

Delta  Air  Lines 

3,351 

4,459 

1,743 

258.6 

607.4 

37.; 

■ 

■ 

283 

387 

Deluxe  Check  Printers 

438 

683 

1,224 

87.8 

111.3 

10.( 

421 

■ 

■ 

■ 

Deposit  Guaranty 

2,587 

266 

119 

15.6 

23.4 

l.S{ 

125 

285 

145 

81 

Detroit  Edison 

8,970 

2,498 

2,225 

401.9 

604.6 

ii.: 

209 

155 

146 

147 

Diamond  Shamrock 

5,396 

4,483 

2,216 

242.2 

699.1 

13.; 

175 

98 

38 

66 

Digital  Equipment 

6,200 

6,230 

6,489 

486.9 

767.8 

79.; 

■ 

■ 

384 

■ 

Digital  Switch 

475 

352 

876 

57.3 

64.4 

is 

■ 

492 

■ 

■ 

Dillard  Dept  Stores 

748 

1,277 

553 

49.6 

80.0 

13.(, 

383 

384 

167 

■ 

Walt  Disney 

2,824 

1,780 

1,977 

44.9 

206.3 

29.( 

254 

■ 

■ 

■ 

Dominion  Bankshares 

4,317 

469 

252 

32.9 

40.0 

3.: 

138 

272 

134 

116 

Dominion  Resources 

8,098 

2,605 

2,516 

293.3 

600.4 

13.( 

■ 

373 

178 

258 

RR  Donnelley  &  Sons 

1,440 

1,815 

1,874 

133.9 

224.2 

17.1 

■ 

488 

286 

337 

Dover 

918 

1,289 

1,214 

100.5 

147.4 

141, 

92 

41 

43 

46 

Dow  Chemical 

11,419 

11,418 

5,228 

549.0 

1,457.0 

52.: 

■ 

■ 

122 

272 

Dow  Jones 

804 

966 

2,685 

129.1 

172.4 

6.( 

476 

■ 

■ 

■ 

Downey  Savings  &  Loan 

2,253 

238 

44 

12.2 

16.0 

0.S 

348 

189 

256 

418 

Dresser  Industries 

3,213 

3,841 

1,388 

78.6 

263.3 

4i.; 

37 

8 

8 

!1 

EI  Du  Pont 

24,098 

35,999 

11,861 

1,431.0 

3,167.0 

158.; , 

140 

268 

105 

70 

Duke  Power 

8,019 

2,710 

2,933 

461.3 

931.0 

20.f 

467 

294 

47 

52 

Dun  &  Bradstreet 

2,288 

2,397 

4,990 

521.6 

612.5 

53.; 

317 

■ 

356 

226 

Duquesne  Light 

3,530 

862 

980 

156.8 

249.6 

4.S 

■ 

■ 

461 

487 

E-Systems 

415 

819 

712 

61.1 

76.6 

12.C 

291 

159 

■ 

■ 

Eastern  Air  Lines 

3,769 

4,364 

179 

-37.9 

249.8 

37.£ 

■  Not  on 

500  list. 
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Ranking  The  Forbes  500s 

Company 

Assets 
($mil) 

Sales 
($mil) 

Market 
value 

($mil) 

Net 
profits 

(Smil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thou) 

Assets 

Sales 

Market 
value 

Net 
profits 

■ 

483 

■ 

■ 

Eastern  Gas  &  Fuel 

1,301 

1,316 

590 

16.8 

75.8 

7.0 

94 

44 

10 

22 

Eastman  Kodak 

10,771 

10,600 

11,184 

923.0 

1,683.0 

124.7 

416 

209 

201 

138 

Eaton 

2,612 

3,510 

1,731 

254.4 

346.1 

40.8 

■ 

256 

323 

374 

Jack  Eckerd 

1,203 

2,829 

1,082 

90.6 

131.1 

34.2 

■ 

■ 

391 

■ 

EG&G 

387 

1,072 

848 

53.5 

66.5 

21.0 

■ 

■ 

■ 

317 

El  Paso  Electric 

1,690 

329 

438 

108.3 

120.7 

1.1 

366 

163 

52 

87 

Emerson  Electric 

2,988 

4,321 

4,764 

361.0 

492.3 

57.8 

■ 

379 

408 

375 

Emhart 

1,060 

1,795 

813 

90.4 

125.8 

29.2 

■ 

283 

440 

■ 

Engelhard 

863 

2,511 

753 

46.3 

79.5 

6.7 

330 

203 

299 

295 

Enserch 

3,363 

3,545 

1,166 

118.8 

292.5 

19.3 

420 

■ 

■ 

■ 

Equimark 

2,594 

323 

21 

-39.8 

-35.1 

2.3 

342 

■ 

■ 

■ 

Equitable  Bancorp 

3,271 

357 

128 

25.3 

31.3 

2.6 

■ 

■ 

■ 

433 

Equitable  Resources 

762 

552 

433 

74.2 

93.4 

2.4 

418 

319 

340 

280 

Ethyl 

2,599 

2,167 

1,032 

123.5 

207.8 

12.0 

■ 

445 

■ 

■ 

Evans  Products 

896 

1,424 

50 

NA 

NA 

15.1 

7 

1 

2 

2 

Exxon 

63,278 

90,854 

35,237 

5,528.0 

9,601.0 

150.0 

389 

■ 

■ 

■ 

Farm  &  Home  Savings 

2,778 

295 

177 

4.5 

7.6 

0.7 

■ 

458 

■ 

■ 

Farm  House  Foods 

228 

1,396 

29 

7.5 

13.4 

4.5 

471 

■ 

208 

221 

Farmers  Group 

2,275 

894 

1,685 

159.8 

178.0 

12.6 

■ 

478 

■ 

■ 

Federal  Co 

366 

1,333 

277 

42.4 

76.9 

11.0 

■ 

402 

223 

429 

Federal  Express 

1,776 

1,713 

1,613 

75.3 

215.2 

18.4 

3 

61 

346 

■ 

Fedl  Natl  Mortgage 

88,359 

9,084 

1,012 

-57.4 

-57.4 

1.4 

217 

53 

135 

100 

Federated  Dept  Stores 

5,271 

9,672 

2,510 

329.3 

546.8 

123.7 

185 

■ 

■ 

■ 

Fidelcor 

5,975 

645 

240 

42.2 

63.4 

3.4 

455 

■ 

■ 

■ 

Fifth  Third  Bancorp 

2,363 

241 

289 

34.6 

37.2 

1.7 

31 

223 

■ 

■ 

Fin  Corp  of  America 

26,518 

3,279 

306 

-603.5 

-584.8 

5.6 

371 

■ 

■ 

■ 

Fin  Corp  Santa  Barbara 

2,912 

320 

15 

-21.3 

-15.1 

0.7 

412 

182 

449 

372 

Firestone 

2,627 

3,966 

733 

91.0 

227.0 

60.1 

321 

■ 

■ 

■ 

First  Alabama  Bshs 

3,504 

375 

336 

43.8 

52.2 

3.6 

278 

■ 

■ 

■ 

First  American 

3,963 

409 

261 

32.4 

40.8 

2.7 

153 

■ 

■ 

493 

First  Atlanta 

7,003 

739 

407 

60.5 

72.8 

4.6 

41 

298 

457 

266 

First  Bank  System 

22,438 

2,350 

720 

131.1 

158.0 

9.5 

34 

342 

473 

411 

First  Boston 

25,297 

2,015 

681 

79.6 

88.1 

2.5 

19 

153 

350 

391 

First  Chicago 

39,846 

4,526 

1,002 

86.4 

148.3 

12.5 

493 

■ 

■ 

First  Citizens 

2,167 

253 

154 

22.7 

28.3 

2.8 

64 

356 

400 

First  City  Bancorp 

17,319 

1,899 

499 

81.0 

112.7 

8.7 

438 

■ 

First  Columbia  Find 

2,499 

289 

31 

5.6 

10.0 

1.0 

479 

■ 

First  Empire  State 

2,242 

259 

125 

17.1 

20.7 

2.1 

170 

391 

456 

First  Executive 

6,320 

1,755 

517 

67.1 

67.1 

.5 

115 

■ 

First  Federal  Mich 

9,499 

1,016 

93 

27.3 

35.8 

1.6 

253 

■ 

First  Federal  S  &  L 

4,361 

468 

86 

18.1 

25.8 

1.5 

294 

■ 

First  Florida  Banks 

3,751 

350 

346 

38.3 

50.6 

2.8 

390 

■ 

First  Hawaiian 

2,772 

299 

166 

24.2 

28.6 

2.1 

15 

131 

189 

122 

First  Interstate  Bancp 

45,544 

4,965 

1,805 

276.3 

356.5 

33.5 

314 

■ 

First  Kentucky  Natl 

3,543 

363 

302 

35.3 

40.3 

3.3 

267 

■ 

First  Maryland  Bancp 

4,108 

458 

196 

23.3 

35.4 

3.6 

388 

■ 

First  Natl  Cine 

2,780 

296 

265 

29.7 

36.4 

1.8 

95 

4009 

First  Natl  State  Bancp 

10,680 

1,065 

500 

81.5 

95.3 

6.9 

■ 

474 

■ 

First  Natl  Supermkts 

295 

1,347 

35 

-7.0 

10.5 

12.9 

257 

■ 

■ 

First  of  America  Bank 

4,261 

489 

181 

33.9 

40.3 

3.8 

•  Not  on 

500  list.    NA: 

not  available. 
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Ranking  The  Forbes 

500s 

Company 

Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 

profits 
(Smil) 

Cash 
flow 
(Smil) 

Numt 
emplo    | 
(thoi  1 

Assets 

Sales 

Market 
value 

Net 
profits 

394 

■ 

■ 

■ 

First  Oklahoma  Bancorp 

2,733 

329 

97 

-28.1 

-21.6 

1, 

212 

■ 

■ 

■ 

First  Pennsylvania 

5,356 

584 

105 

148 

22.1 

3. 

225 

■ 

■ 

■ 

First  Security 

5,107 

596 

240 

23.1 

35.0 

5.i 

239 

■ 

■ 

■ 

First  Tennessee  Natl 

4,658 

507 

273 

37.8 

55.4 

4. 

148 

■ 

467 

408 

First  Union 

7,320 

828 

694 

80.0 

91.9 

5. 

402 

■ 

■ 

■ 

First  Virginia  Banks 

2,687 

319 

274 

35.0 

41.3 

3.. 

204 

■ 

■ 

■ 

First  Wisconsin 

5,516 

589 

210 

31.9 

44.9 

4. 

196 

■ 

■ 

465 

Fleet  Financial 

5,748 

730 

444 

65.0 

90.5 

4. 

■ 

471 

■ 

■ 

Fleetwood  Enterprises 

372 

1,356 

615 

58.9 

65.4 

10.    I 

■ 

118 

475 

■ 

Fleming  Cos 

939 

5,512 

677 

49.6 

75.9 

13.i  j 

227 

■ 

■ 

■ 

Florida  Federal  S&L 

5,019 

506 

148 

9.0 

12.5 

1.. 

211 

■ 

■ 

■ 

Florida  Natl  Banks 

5,357 

589 

348 

42.6 

55.6 

4, 

337 

472 

334 

300 

Florida  Progress 

3,315 

1,350 

1,047 

115.8 

286.1 

5.. 

29.S 

171 

300 

■ 

Fluor 

3,751 

4,211 

1,165 

-48.0 

151.8 

33. 

446 

220 

248 

■ 

FMC 

2,400 

3,338 

1,430 

38.0 

178.2 

26.'! 

■ 

438 

427 

■ 

Food  Lion 

331 

1,47(1 

769 

37.3 

54,0 

11,  ; 

30 

4 

20 

4 

Ford  Motor 

27,449 

52,366 

8,491 

2,906.8 

5,214.6 

383. 

■ 

477 

179 

260 

Fort  Howard  Paper 

1,265 

1.339 

1,872 

133.1 

204.9 

14.; 

■ 

479 

■ 

■ 

Foster  Wheeler 

897 

1,327 

382 

35.4 

52.8 

14.: 

137 

183 

126 

109 

FPL  Group 

8,161 

3,941 

2,646 

302.7 

642.3 

13. 

■ 

■ 

307 

361 

Freeport-McMoRan 

1,907 

842 

1,133 

94.2 

248.5 

4.; 

■ 

257 

■ 

396 

Fruehauf 

1,701 

2,788 

431 

85.2 

ISO. 8 

26.: 

■ 

349 

72 

158 

Gannett 

1,812 

1,960 

3,768 

223.9 

314.4 

27. 

434 

■ 

■ 

■ 

GATX 

2,514 

847 

441 

36.7 

121.5 

6. 

■ 

■ 

320 

338 

Geico 

1,907 

995 

1,088 

100.4 

106.3 

4, 

429 

■ 

■ 

■ 

Gelco 

2,541 

987 

231 

18.8 

306.0 

7. 

■ 

265 

446 

■ 

GenCorp 

2,037 

2,727 

735 

7.2 

128.4 

28.1 

■ 

■ 

491 

303 

General  Cinema 

912 

934 

658 

115.3 

152.1 

12.1 

364 

72 

97 

85 

General  Dynamics 

3,035 

7,839 

3,003 

381.7 

571.1 

95.: 

35 

11 

3 

5 

General  Electric 

24,730 

27,947 

25,757 

2,280.0 

3,380.0 

330.1 

250 

62 

124 

98 

General  Foods 

4,400 

8,915 

2,664 

337.5 

493.1 

57.. 

■ 

■ 

■ 

370 

General  Host 

546 

564 

222 

92.1 

111.2 

10.;1 

341 

114 

142 

1 93 

General  Mills 

3,285 

5,649 

2,253 

188.9 

321.2 

80. 

12 

2 

4 

3 

General  Motors 

52,001 

83,890 

24,723 

4,516.5 

9,482.2 

748.1 

174 

264 

455 

275 

General  Public  Utils 

6,216 

2,735 

723 

128.5 

380.0 

13.1 

183 

369 

110 

438 

General  Re 

6,053 

1,842 

2,874 

72.2 

72.9 

2, 

■ 

381 

263 

?15 

General  Signal 

1,438 

1,787 

1 ,344 

108.5 

156.0 

23.: 

■ 

307 

203 

290 

Genuine  Parts 

948 

2,304 

1,725 

119.7 

136.6 

13.' 

465 

■ 

■ 

■ 

Georgia  Federal  Bank 

2,311 

252 

83 

3.6 

3.6 

0.! 

235 

88 

133 

294 

Georgia-Pacific 

4,785 

6,682 

2,563 

119.0 

401.0 

39.: 

■ 

328 

■ 

■ 

Giant  Food 

521 

2,079 

423 

42.2 

73.0 

16.) 

118 

■ 

■ 

■ 

Gibraltar  Financial 

9,273 

938 

157 

31.0 

38.9 

2.1 

■ 

310 

197 

223 

Gillette 

2,024 

2,289 

1,745 

159.3 

234.4 

30.. 

86 

487 

■ 

■ 

Glendale  Federal  S&L 

11,663 

1,305 

187 

46.0 

83.5 

3.' 

96 

■ 

■ 

402 

Golden  West  Finl 

10,620 

1,055 

492 

80.9 

101.6 

2.: 

414 

215 

■ 

491 

BF  Goodrich 

2,622 

3,438 

605 

60.6 

189.8 

29. 

176 

47 

116 

77 

Goodyear 

6,194 

10,241 

2,769 

411.0 

720.0 

133.. 

■ 

456 

369 

■ 

Gould 

1,453 

1,399 

922 

17.8 

92.4 

20. 

214 

86 

172 

183 

WR  Grace 

5,328 

6,728 

1,929 

195  6 

520.4 

79.; 

■ 

■ 

400 

451 

WW  Grainger 

654 

1,059 

828 

68.9 

89.5 

6. 

■  Not  on 

500  list. 
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S$J.  What  company  helps  keep  'em 
flying  at  Kansas  City  International 
and  warm  in  the  winters 
at  Coeur  d'Alene?     /  ^sSsSS^^, 


, 


X 

A.  The  Williams  Companies. 

Our  Williams  Pipe  Line  Company 

is  the  pipeline  supplier  of  jet  fuel  to 

Kansas  City  International  Airport, 

and  our  Northwest  Pipeline  Corporation 

transports  all  of  the  natural  gas  used  in 

Idaho,  Oregon  and  Washington,  as  well 

as  for  markets  in  four  other  states. 

THE  WILLIAMS  COMPANIES]]} 

Energy  And  More.  ""  ® 

Northwest  Pipeline  Corporation  •  Northwest  Central  Pipeline  Corporation  •  Williams  Pipe  Line  Company 
Williams  Natural  Gas  Company  •  Williams  Exploration  Company  •  Agrico  Chemical  Company 

Like  to  know  more  about  Williams  (NYSE-WMB)?  Contact  L.  R.  Francisco,  staff  vice  president- 
investor  relations,  The  Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172,  or  (918)  588-2160. 


Ranking  The  Forbes  500s 


rank:  1984 — 
Market 
value 

Net 
profits 

Company 

Assets 
l$mil) 

Sales 

($mil) 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 

($mil) 

NumI 

emplo 

(thai 

Assets 

Sales 

162 

■ 

■ 

■ 

Gr  Amer  First  Savings 

6,720 

706 

167 

20.2 

30.8 

n 

■ 

107 

■ 

■ 

Great  Atl  &  Pac  Tea 

1,345 

5,878 

602 

50.8 

114.4 

46.^ 

497 

■ 

■ 

■ 

Great  Lakes  Fedl  S&L 

2,121 

228 

25 

6.9 

12.5 

I 

■ 

362 

377 

289 

Gt  Northern  Nekoosa 

1,964 

1,873 

889 

119.9 

206.5 

M 

40 

251 

345 

363 

Gt  Western  Financial 

23,555 

2,869 

1,015 

93.9 

119.4 

7. 

202 

263 

303 

283 

Greyhound 

5,527 

2,739 

1,150 

122.0 

174.1 

35.  A 

■ 

273 

424 

316 

Grumman 

1,445 

2,604 

776 

108.4 

153.1 

29.    j 

32 

29 

21 

17 

GTE 

26,364 

14,547 

8,297 

1,079.8 

3,020.6 

184. 

382 

■ 

■ 

■ 

Guarantee  Finl  Cal 

2,843 

281 

38 

3.0 

6.8 

1. 

99 

115 

165 

167 

Gulf  &  Western  Inds 

10,300 

5,596 

1,991 

213.5 

272.8 

69.    ' 

231 

431 

281 

136 

Gulf  States  Utilities 

4,887 

1,547 

1,228 

258.2 

370.5 

5. 

213 

119 

94 

99 

Halliburton 

5,352 

5,446 

3,092 

329.6 

698.2 

70.  1 

■ 

365 

■ 

■ 

Hammermill  Paper 

1,095 

1,855 

437 

55.9 

109.6 

12. 

■ 

317 

319 

373 

Harris  Corp 

1,879 

2,188 

1,091 

90.7 

199.4 

■ 
29.  1 

177 

■ 

■ 

■ 

Hartford  National 

6,192 

633 

387 

58.6 

71.2 

4.:] 

427 

178 

106 

132 

H|  Heinz 

2,552 

4,088 

2,927 

260.5 

336.4 

44.1 

448 

277 

188 

178 

Hercules 

2,389 

2,571 

1,811 

197.2 

303.3 

25.  1 

■ 

359 

288 

314 

Hershey  Foods 

1,123 

1,893 

1,210 

108.7 

153.9 

14. 

223 

95 

19 

45 

Hewlett-Packard 

5,131 

6,297 

8,702 

564.0 

813.0 

77.    1 

■ 

■ 

249 

305 

Hilton  Hotels 

1,164 

647 

1,423 

114.0 

156.0 

31. 

457 

387 

237 

267 

Holiday  Inns 

2,348 

1,760 

1,522 

131.0 

252.6 

49  J 

126 

■ 

■ 

489 

Home  Federal  S&L-Cal 

8,886 

964 

394 

61.0 

81.2 

3   1 
1 

■ 

■ 

331 

■ 

Homestake  Mining 

693 

289 

1,061 

29.2 

68.6 

2 

236 

102 

103 

148 

Honeywell 

4,760 

6,074 

2,955 

239.0 

553.1 

93.  1 

405 

■ 

■ 

■ 

Horizon  Bancorp 

2,685 

298 

219 

26.6 

33.9 

2.  1 

■ 

441 

■ 

■ 

George  A  Hormel 

531 

1,459 

293 

26.7 

54.1 

6. 

234 

210 

88 

113 

Hospital  Corp  of  Amer 

4,829 

3,499 

3,325 

296.8 

489.0 

71.  ' 

103 

64 

214 

153 

Household  Intl 

10,041 

8,322 

1,644 

234.1 

503.7 

81. 

145 

175 

144 

86 

Houston  Industries 

7,642 

4,182 

2,238 

366.3 

582.2 

11- 

299 

344 

266 

309 

Houston  Natural  Gas 

3,732 

2,008 

1,316 

113.0 

228.9 

3. 

■ 

■ 

439 

■ 

Hughes  Tool 

1,818 

1,216 

754 

-133.8 

-7.6 

12. 

410 

343 

141 

175 

Humana 

2,644 

2,008 

2,279 

199.2 

326.9 

42. 

200 

■ 

■ 

■ 

Huntington  Bancshs 

5,574 

628 

305 

43.7 

52.8 

4. 

57 

258 

434 

■ 

EF  Hutton  Group 

18,153 

2,787 

759 

38.4 

68.6 

16. 

233 

168 

262 

2S2 

IC  Industries 

4,840 

4,224 

1,346 

122.8 

265.2 

47. 

■ 

■ 

500 

341 

Idaho  Power 

1,586 

428 

636 

100.0 

141.0 

1.' 

277 

491 

264 

150 

Illinois  Power 

3,965 

1,281 

1,339 

235.5 

307.7 

4:- 

■ 

■ 

463 

497 

Illinois  Tool  Works 

484 

592 

708 

60.0 

85.7 

7. 

132 

■ 

■ 

■ 

Imperial  Corp  of  Amer 

8,465 

816 

133 

1.6 

7.3 

2. 

331 

■ 

■ 

■ 

Indiana  National 

3,359 

344 

173 

29.9 

35.2 

2. 

488 

288 

375 

■ 

Ingersoll-Rand 

2,203 

2,478 

903     . 

58.9 

137.7 

32. 

417 

222 

■ 

■ 

Inland  Steel 

2,608 

3,325 

584 

-45.8 

80.9 

26. 

■ 

420 

92 

177 

Intel 

2,029 

1,629 

3,187 

198.2 

312.0 

23. 

■ 

271 

392 

385 

Interco 

1,585 

2,669 

842 

88.0 

132.8 

51. 

46 

296 

470 

297 

InterFirst 

21,617 

2,367 

687 

117  9 

163.9 

10. 

■ 

■ 

251 

478 

Intergraph 

352 

404 

1,416 

62.9 

70.6 

3. 

17 

6 

i 

IBM 

42,808 

45,937 

75,437 

6,582.0 

10,055.0 

382. 

■ 

■ 

342 

450 

Intl  Flavors  &  Frag 

452 

477 

1,028 

69.2 

82.4 

3. 

428 

202 

■ 

■ 

Intl  Harvester 

2,545 

3,548 

484 

-983.9 

-886.1 

31. 

■ 

424 

349 

359 

Intl  Minerals  &  Chem 

1,988 

1,604 

1,003 

94.5 

221.8 

8. 

■  Not  on 

500  list. 

i 
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Ranking  The  Forbes  500s 

rank-  1984 

Company 

Assets 
($mil) 

Sales 

(Smil) 

Market 
value 

(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 

employed 

(thou) 

issets 

Sales 

Market 
value 

Net 
profits 

193 

145 

120 

288 

International  Paper 

5,795 

4,716 

2,691 

120.1 

369.0 

33.0 

181 

80 

183 

113 

InterNorth 

6,122 

7,510 

1,854 

296.8 

585.2 

10.1 

■ 

■ 

■ 

491 

Iowa-Illinois  G&E 

1,135 

569 

338 

60.6 

110.0 

1.5 

■ 

■ 

■ 

434 

Ipalco  Enterprises 

1,560 

459 

584 

73.6 

118.5 

2.2 

54 

320 

■ 

348 

Irving  Bank 

18,982 

2,143 

566 

98.1 

131.4 

9.6 

25 

20 

64 

91 

ITT 

31,341 

19,285 

4,105 

349.4 

822.1 

252.5 

■ 

281 

■ 

■ 

IU  International 

1,347 

2,515 

442 

7.9 

104.1 

37.0 

■ 

279 

395 

344 

James  River  Corp  Va 

1,627 

2,524 

835 

99.3 

165.8 

19.8 

322 

■ 

278 

203 

Jefferson-Pilot 

3,498 

961 

1,235 

178.1 

180.8 

5.5 

400 

309 

483 

325 

Jim  Walter 

2,693 

2,297 

670 

105.2 

146.3 

19.1 

244 

100 

37 

53 

Johnson  &  Johnson 

4,541 

6,125 

6,605 

514.5 

740.8 

75.8 

■ 

437 

■ 

455 

Johnson  Controls 

1,016 

1,470 

584 

67.3 

111.2 

21.0 

120 

15 

61 

56 

K  mart 

9,262 

21,096 

4,405 

499.0 

801.9 

270.0 

315 

232 

499 

■ 

Kaiser  Alum  &  Chem 

3,532 

3,193 

640 

-53.9 

58.3 

16.2 

445 

■ 

■ 

233 

Kansas  City  Power  &  Light 

2,425 

583 

591 

151.4 

199.0 

2.9 

494 

■ 

■ 

284 

Kansas  Gas  &  Elec 

2,151 

411 

630 

121.9 

154.3 

2.1 

■ 

436 

■ 

377 

Kansas  Power  &  Light 

1,674 

1,480 

567 

89.8 

148.4 

4.6 

■ 

275 

136 

139 

Kellogg 

1,667 

2,602 

2,463 

250.5 

314.4 

17.8 

152 

308 

■ 

■ 

Kemper 

7,075 

2,302 

625 

19.7 

19.7 

14.9 

■ 

■ 

■ 

453 

Kentucky  Utilities 

1,160 

531 

459 

68.3 

113.1 

1.9 

290 

205 

243 

465 

Kerr-McGee 

3,771 

3,537 

1,471 

65.0 

377.0 

9.6 

199 

■ 

■ 

■ 

Key  Banks 

5,621 

548 

326 

50.8 

61  6 

4.7 

■ 

305 

■ 

414 

Kidde 

1,678 

2,312 

592 

79.1 

128.3 

32.0 

354 

199 

147 

161 

Kimberly-Clark 

3,173 

3,616 

2,177 

217.5 

342.8 

34.6 

■ 

414 

174 

242 

Knight-Ridder  News 

1,348 

1,665 

1,903 

140.8 

199.1 

21.9 

■ 

372 

■ 

■ 

Koppers 

1,167 

1,817 

514 

28.8 

108.8 

15.6 

301 

23 

190 

227 

Kroger 

3,687 

15,923 

1,770 

156.6 

347.3 

160.5 

293 

■ 

■ 

■ 

Landmark  Banking  Fla 

3,759 

435 

285 

34.0 

43.2 

3.8 

■ 

302 

415 

367 

Lear  Siegler 

1,484 

2,322 

802 

92.4 

146.4 

25.4 

■ 

473 

■ 

■ 

Leaseway  Transportation 

1,087 

1,349 

353 

30.5 

236.9 

17.0 

■ 

282 

366 

■ 

Levi  Strauss 

1,421 

2,514 

932 

41.4 

89.2 

40.5 

■ 

389 

■ 

445 

Libbey-Owens-Ford 

1,071 

1,756 

507 

70.6 

121.8 

19.3 

305 

237 

53 

62 

Eli  Lilly 

3,644 

3,109 

4,722 

490.2 

610.9 

29.0 

■ 

475 

225 

366 

Limited 

567 

1,343 

1,608 

92.5 

127.0 

16.5 

77 

161 

228 

222 

Lincoln  National 

12,604 

4,345 

1,592 

159.4 

187.2 

12.9 

249 

146 

119 

117 

Litton  Industries 

4,478 

4,652 

2,725 

291.7 

453.3 

67.4 

355 

68 

113 

93 

Lockheed 

3,166 

8,113 

2,846 

344.1 

489.0 

76.6 

78 

127 

112 

123 

Loews 

12,557 

5,221 

2,853 

273.1 

329.0 

23.0 

156 

348 

436 

74 

Long  Island  Lighting 

6,901 

1,974 

758 

427.8 

492.6 

5.4 

462 

■ 

■ 

Longs  Drug  Stores 

361 

1,376 

472 

40.1 

40.1 

9.2 

■ 

388 

354 

Louisiana  Land 

1,546 

1,234 

859 

95.3 

337.8 

1.2 

■ 

442 

■ 

Louisiana-Pacific 

1,315 

1,230 

752 

42.2 

132.9 

12.5 

■ 

■ 

416 

Louisville  Gas  &  Elec 

1,462 

676 

483 

79.0 

121.3 

3.5 

410 

376 

485 

Lowe's  Companies 

635 

1,689 

897 

61.4 

76.2 

9.7 

154 

84 

401 

■ 

LTV 

6,926 

7,046 

827 

-378.2 

-169.5 

48.0 

■ 

394 

453 

Lubrizol 

702 

844 

836 

67.7 

106.4 

4.2 

59 

373 

358 

Lucky  Stores 

1,871 

9,237 

909 

94.6 

179.3 

66.0 

■ 

396 

■ 

M/A-Com 

757 

797 

834 

39.9 

79.8 

10.0 

325 

■ 

470 

Mack  Trucks 

1,174 

2,106 

429 

64.6 

92.6 

13.9 

162 

164 

156 

166 

RHMacy 

2,318 

4,295 

2,088 

213.8 

307.6 

51.5 

Not  on 

500  list. 
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Which  Information  Technology  company 

is  a  leader  in  space  communications 

from  the  ground  up? 


TDRSS  GROUND  STATION 


For  your  inl or  matioi 


1985  Harris  Corporation.  Melbourne.  Florida  32919 


The  TDRSS  Connection 

NASA's  vital  Tracking  and  Data 
Relay  Satellite  System  is  a  prime 
example  of  Harris  expertise.  A 
"switchboard  in  space;'  this 
supercommunicatorwill  utilize 
three  satellites  in  stationary  orbit 
22,300  miles  above  the  earth  to- 
gether with  a  single,  highly  auto- 
mated ground  station  at  White 
Sands,  New  Mexico.  With  TDRSS, 
NASA  will  no  longer  need  costly 
ground  stations  overseas. 

Space-Deployable  Antennas.  Each 
TDRSS  satellite,  launched  by  the  Space 
Shuttle,  utilizes  two  space-deployable 
antennas  developed  and  produced  by 
Harris. These  unique  antennas  unfurl  to 
a  huge  16-foot  diameter  size,  but  weigh  a 
mere  52  pounds. 

TDRSS  Ground  Station.  On  the  ground 
in  New  Mexico,  three  Harris  ten-story 
high,  60-foot  diameter  antennas  com- 
municate with  the  satellites.  Designed, 
built  and  installed  by  Harris,  the  TDRSS 


ground  station  includes  several  smaller- 
diameter  antennas  and  more  than  135 
racks  of  sophisticated  command,  control 
and  communications  equipment  This 
state-of-the-art  global  communications 
system  will  be  the  nation's  primary  means 
for  receiving  data,  voice  and  television 
transmissions  from  spacecraft  through 
the  end  of  the  20th  century. 

The  Space  Shuttle.  Harris' role  in  space 
is  truly  unique,  and  includes  the  critical 
electronic  data  processing  and  telemetry 
systems  aboard  the  world's  most  sophisti- 


cated spacecraft— the  Space 
Shuttle. 

The  Space  Station 

Our  proven  expertise  is  the 
reason  we  were  chosen  to 
become  a  member  of  the 
Rockwell  International  team 
competing  to  design  and 
build  America's  next  impor- 
tant space  project— the 
Space  Station. 

Leading  The  Way  In 
Down-To- Earth  Infor- 
mation Management,  Too 

Harris  products  span  the  full 
spectrum  of  information  man- 
agement needs— from  custom 
systems  for  government  agencies  to 
office  automation,  data  processing  and 
communication  systems  for  businesses 
throughout  the  world.  We're  dedicated  to 
the  innovative  application  of  advanced 
technology  to  streamline  the  manage- 
ment of  information.  It's  that  dedication 
which  helped  Harris  reach  sales  of 
$2  billion  last  year.  To  learn  more,  contact 
Harris  Corporation,  Dept  532, 
Melbourne,  FL  32919. 
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Ranking  The  Forbes  500s 

rank-  1984 

Company 

Assets 
($mil) 

Sales 
(Smil) 

Market 
value 
($mil) 

Net 
profits 

(Smil) 

Cash 
flow 
(Smil) 

Numb 
employ 

(thou  i 

Assets 

Sales 

Market 
value 

Net 

profits 

5 

65 

241 

89 

Manufacturers  Hanover 

75,714 

8,315 

1,488 

352.5 

431.6 

30.Z  } 

173 

■ 

■ 

■ 

Manufacturers  National 

6,216 

635 

235 

38.4 

47.8 

3.8 

459 

374 

■ 

423 

Manville 

2,339 

1,814 

141 

77.2 

156.6 

20.4  | 

■ 

338 

411 

276 

Mapco 

1,793 

2,032 

804 

125.6 

291.7 

5./ 

397 

■ 

■ 

■ 

Marine 

2,717 

303 

101 

19.0 

23.7 

2.C 

45 

274 

■ 

375 

Marine  Midland  Banks 

22,056 

2,603 

544 

90.4 

115.9 

11.8  | 

■ 

■ 

419 

■ 

Marion  Laboratories 

191 

253 

793 

29.0 

36.2 

1.8 

373 

206 

169 

246 

Marriott 

2,905 

3,525 

1,951 

139.8 

238.9 

114.8  J 

■ 

■ 

151 

■ 

Marsh  &  McLennan  Cos 

827 

1,101 

2,143 

58.7 

88.7 

16  =  | 

279 

■ 

■ 

■ 

Marshall  &  Ilsley 

3,958 

409 

271 

34.7 

42.3 

3, 

482 

185 

230 

■ 

Martin  Marietta 

2,224 

3,920 

1,572 

-191.8 

-78.2 

43.CJ 

149 

■ 

■ 

■ 

Maryland  National 

7,286 

739 

343 

49.0 

61.2 

4.8 

■ 

■ 

221 

299 

Masco 

1,296 

1,020 

1,623 

115.9 

149.6 

10.C  j 

362 

142 

215 

165 

May  Dept  Stores 

3,047 

4,762 

1,640 

214.1 

323.0 

72.M 

■ 

■ 

■ 

476 

Maytag 

330 

643 

607 

63.1 

77.1 

4.8] 

■ 

416 

173 

357 

MCA 

1,944 

1,651 

1,928 

94.9 

639.4 

17.7  \ 

261 

219 

59 

83 

McDonald's 

4,230 

3,366 

4,510 

389.1 

599.3 

139.(  \ 

178 

54 

107 

101 

McDonnell  Douglas 

6,191 

9,663 

2,892 

325.3 

562.9 

81.4| 

■ 

397 

■ 

■ 

McGraw-Edison 

1,417 

1,721 

634 

10.8 

66.4 

20.C 

■ 

455 

148 

236 

McGraw-Hill 

1,177 

1,402 

2,151 

144.2 

179.0 

14i| 

282 

350 

192 

■ 

MCI  Communications 

3,894 

1,959 

1,760 

59.2 

323.8 

7.4 

■ 

143 

479 

472 

McKesson 

1,550 

4,736 

6^1 

63.9 

107.0 

11.  l| 

■ 

■ 

■ 

484 

McLean  Industries 

1,527 

959 

431 

61.6 

102.3 

3.f  ! 

50 

421 

385 

319 

MCorp 

20,697 

1,628 

870 

107.7 

126.3 

9a  \ 

487 

266 

332 

247 

Mead 

2,205 

2,720 

1,057 

139.3 

260.8 

17.t| 

27 

241 

274 

224 

Mellon  Bank 

30,603 

3,062 

1,247 

158.5 

196.5 

14.8 

■ 

157 

168 

191 

Melville 

1,611 

4,424 

1,969 

190.4 

249.8 

70.7 1 

189 

■ 

■ 

■ 

Mercantile  Bancorp 

5,944 

598 

324 

46.1 

55.6 

4.C' 

470 

■ 

■ 

■ 

Mercantile  Bankshrs 

2,275 

269 

283 

33.6 

39.0 

l.t- 

■ 

406 

397 

397 

Mercantile  Stores 

997 

1,707 

833 

84.8 

123.5 

19.f. 

456 

■ 

■ 

■ 

Merchants  National 

2,354 

264 

90 

12  3 

16.3 

1.' 

242 

201 

36 

58 

Merck 

4,591 

3,560 

6,778 

493.0 

655.1 

33.; 

207 

■ 

■ 

■ 

Meridian  Bancorp 

5,494 

509 

270 

41.3 

49.1 

3.; 

26 

106 

129 

354 

Merrill  Lynch 

30,840 

5,911 

2,594 

95.3 

204.0 

43.: 

280 

■ 

284 

126 

Mesa  Petroleum 

3,956 

410 

1,222 

270.2 

425.3 

0.7, 

160 

■ 

■ 

■ 

Michigan  National 

6,769 

846 

196 

21.4 

46.1 

6.7 

311 

174 

275 

229 

Midcon 

3,587 

4,186 

1,246 

155.6 

396.9 

5.' 

79 

234 

127 

60 

Middle  South  Utils 

12,556 

3,146 

2,601 

490.8 

683.3 

13.: 

151 

■ 

■ 

465 

Midlantic  Banks 

7,177 

715 

469 

65.0 

78.4 

5.( 

491 

■ 

■ 

■ 

Midwest  Financial  Group 

2,177 

204 

61 

7.4 

11.9 

1.7, 

182 

76 

18 

32 

Minn  Mining  &  Mfg 

6,094 

7,705 

9,144 

733.0 

1,136.0 

86.: 

■ 

■ 

443 

■ 

Mitchell  Energy  &  Dev 

2,061 

915 

748 

35.7 

175.5 

3.i 

18 

3 

11 

14 

Mobil 

41,851 

56,047 

11,059 

1,268.0 

3,605.0 

178.! 

■ 

444 

■ 

■ 

Monfort  of  Colorado 

251 

1,430 

80 

15.8 

27.8 

3.( 

167 

87 

83 

72 

Monsanto 

6,373 

6,691 

3,444 

439.0 

888.0 

49.! . 

367 

■ 

■ 

■ 

Moore  Financial 

2,980 

348 

165 

21.8 

26.7 

2.! 

6 

91 

89 

49 

JP  Morgan 

64,126 

6,562 

3,279 

537.6 

572.6 

13.1 

■ 

341 

■ 

■ 

Morrison-K  nudsen 

830 

2,022 

343 

43.6 

71.1 

20.: 

■ 

351 

253 

297 

Morton  Thiokol 

1,340 

1,953 

1,398 

117.9 

178.0 

17.7 

263 

117 

67 

84 

Motorola 

4,194 

5,534 

4,009 

387.0 

740.0 

94.', 

■  Not  on 

500  list. 
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Assets 
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(Smil) 
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flow 
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Number 

employed 
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Sales 

Market 
value 

Net 
profits 

404 

318 

361 

353 

Murphy  Oil 

2,685 

2,169 

948 

96.1 

358.1 

5.9 

292 

97 

101 

106 

Nabisco  Brands 

3,761 

6,253 

2,972 

308.9 

455.0 

69.0 

■ 

■ 

339 

425 

Nalco  Chemical 

479 

664 

1,036 

76.2 

109.0 

4.7 

408 

■ 

■ 

■ 

Natl  Bancshares  Texas 

2,666 

301 

194 

25.3 

29.7 

1.8 

■ 

354 

■ 

■ 

National  Can 

884 

1,911 

299 

40.7 

84.2 

11.4 

83 

■ 

■ 

461 

National  City 

12,373 

826 

529 

65.9 

75.2 

6.6 

■ 

352 

420 

■ 

National  Distillers 

1,890 

1,936 

787 

50.9 

130.5 

11.9 

■ 

398 

■ 

322 

National  Gypsum 

966 

1,718 

601 

106.8 

155.3 

12.9 

112 

113 

■ 

■ 

National  Intergroup 

9,614 

5,663 

567 

45.3 

124.0 

17.7 

425 

313 

212 

258 

Natl  Medical  Entrprs 

2,557 

2,244 

1,650 

133.9 

233.2 

53.0 

■ 

370 

335 

■ 

Natl  Semiconductor 

1,459 

1,830 

1,046 

57.6 

1919 

38.7 

■ 

■ 

486 

478 

National  Service  Inds 

561 

1,108 

662 

62.9 

86.9 

17.6 

73 

461 

■ 

359 

NBD  Bancorp 

14,232 

1,378 

609 

94.5 

110.3 

7.1 

69 

417 

316 

293 

NCNB 

15,679 

1,643 

1,099 

119.2 

142.1 

8.5 

310 

179 

125 

94 

NCR 

3,589 

4,074 

2,653 

342.6 

591.8 

62.0 

325 

435 

365 

232 

New  England  Electric 

3,441 

1,486 

942 

151.6 

302.3 

5.0 

298 

■ 

289 

171 

NY  State  Elec  &  Gas 

3,733 

1,129 

1,198 

211.4 

276.6 

4.4 

■ 

■ 

235 

340 

New  York  Times 

869 

1,230 

1,530 

100.2 

146.0 

8.6 

496 

■ 

321 

■ 

Newmont  Mining 

2,133 

770 

1,088 

37.2 

105.0 

7.1 

171 

259 

161 

88 

Niagara  Mohawk  Power 

6,233 

2,786 

2,030 

359.7 

518.5 

10.6 

449 

291 

418 

■ 

Nicor 

2,385 

2,419 

794 

-182.3 

-15.0 

5.6 

■ 

468 

472 

■ 

NL  Industries 

1,663 

1,360 

681 

-141.1 

-22.7 

12.8 

130 

207 

74 

67 

Norfolk  Southern 

8,667 

3,525 

3,689 

482.2 

727.4 

38.0 

141 

■ 

■ 

422 

Norstar  Bancorp 

7,909 

731 

610 

77.3 

96.3 

6.5 

432 

162 

313 

269 

North  Amer  Philips 

2,518 

4,326 

1,107 

130.5 

218.5 

57.0 

272 

■ 

■ 

■ 

Northeast  Savings 

4,028 

389 

39 

-.5 

10.7 

1.5 

206 

327 

240 

120 

Northeast  Utilities 

5,507 

2,095 

1,490 

288.9 

418.2 

9.0 

288 

346 

405 

244 

No  Indiana  Pub  Svc 

3,787 

2,001 

817 

140.5 

275.4 

5.9 

296 

385 

268 

187 

No  States  Power 

3,742 

1,776 

1,293 

192.1 

387.3 

7.3 

150 

■ 

■ 

■ 

Northern  Trust 

7,225 

754 

290 

22.4 

34.3 

4.4 

■ 

195 

219 

214 

Northrop 

1,957 

3,688 

1,625 

166.9 

305.0 

39.4 

■ 

451 

358 

421 

Northwest  Industries 

1,525 

1,414 

975 

77.5 

134.5 

29.8 

392 

■ 

■ 

■ 

Northwestern  Fin! 

2,756 

324 

202 

25.0 

33.0 

3.0 

454 

■ 

■ 

■ 

Northwestern  Natl  Life 

2,368 

1,061 

266 

13.1 

13.1 

2.1 

a 

■ 

462 

494 

Norton 

1,060 

1,210 

710 

60.4 

111.3 

18.9 

48 

269 

484 

449 

Norwest 

21,346 

2,683 

668 

69.5 

111.5 

16.8 

■ 

493 

■ 

■ 

NVF 

1,178 

1,276 

93 

-147.5 

-104.5 

9.1 

■ 

289 

378 

389 

NWA 

1,754 

2,445 

886 

86.9 

254.1 

14.7 

51 

58 

28 

19 

Nynex 

19,853 

9,507 

7,462 

986.4 

2,188.2 

105.9 

85 

24 

121 

43 

Occidental  Petroleum 

12,273 

15,586 

2,687 

568.7 

1,569.3 

41.0 

■ 

321 

■ 

■ 

Ogden 

1,109 

2,137 

538 

39.5 

85.7 

45.5 

163 

418 

211 

97 

Ohio  Edison 

6,690 

1,637 

1,650 

339.3 

481.6 

7.7 

489 

■ 

364 

308 

Oklahoma  Gas  &  Elec 

2,202 

1,029 

944 

113.3 

183.0 

4.0 

273 

■ 

■ 

■ 

Old  Kent  Financial 

4,025 

444 

257 

45.1 

53.7 

3.0 

413 

■ 

■ 

■ 

Old  Stone 

2,625 

302 

93 

18.4 

26.7 

1.5 

■ 

332 

471 

382 

Olin 

1,822 

2,065 

687 

88.7 

233.6 

18.0 

■ 

246 

363 

306 

Owens-Corning  Fbrgls 

1,732 

3,021 

946 

113.9 

232.1 

23.7 

352 

204 

292 

255 

Owens-Illinois 

3,183 

3,543 

1,190 

135.8 

303.5 

45.0 

■ 

312 

410 

277 

Paccar 

1,002 

2,249 

809 

125.3 

145.1 

9.3 

63 

73 

45 

20 

Pacific  Gas  &  Elec 

17,327 

7,830 

5,189 

974.9 

1,426.0 

27.8 

•  Not  on 

500  list. 
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Ranking  The  Forbes  500s 

Company 

Assets 

($mil) 

Sales 
($mil) 

Market 
value 
($mil) 

Net 
profits 

ISmil) 

Cash 
flow 
i$mil) 

Numbi 

employ 

(thou; 

Assets 

Sales 

Market 
value 

Net 
profits 

259 

140 

224 

249 

Pacific  Lighting 

4,243 

4,782 

1,612 

138.6 

305.2 

11.8" 

■ 

413 

■ 

■ 

Pacific  Resources 

539 

1,671 

85 

1.2 

11.5 

0.8  ' 

58 

74 

33 

28 

Pacific  Telesis  Group 

18,077 

7,824 

6,890 

828.5 

1,912.5 

87.3* 

238 

382 

234 

144 

PacifiCorp 

4,736 

1,786 

1,531 

244.6 

458.2 

9.3  • 

84 

429 

■ 

■ 

Paine  Webber  Group 

12,288 

1,550 

452 

9.8 

27.0 

10.7  ' 

409 

196 

■ 

■ 

Pan  Am  Corp 

2,645 

3,685 

478 

-206.8 

.9 

27.1  ^ 

210 

230 

222 

215 

Panhandle  Eastern 

5,369 

3,212 

1,621 

166.5 

369.4 

6.6" 

■ 

453 

390 

394 

Parker-Hannifin 

903 

1,406 

854 

85. s 

130.9 

20.6  ' 

391 

278 

176 

210 

Perm  Central 

2,766 

2,569 

1,881 

170.0 

290.9 

34.6 

136 

33 

82 

73 

JC  Penney 

8,170 

13,451 

3,449 

435.0 

668.0 

177.5! 

155 

428 

180 

103 

Penn  Power  &  Light 

6,911 

1,563 

1,872 

318.9 

476.3 

8.3^ 

346 

299 

166 

269 

Pennzoil 

3,243 

2,349 

1,988 

130  5 

511.1 

8.7] 

492 

■ 

■ 

■ 

Peoples  Bancorp 

2,173 

251 

101 

15.1 

24.0 

2.2  j 

■ 

405 

■ 

430 

Peoples  Energy 

1,333 

1,708 

496 

75,2 

117.5 

3.6J 

229 

77 

66 

168 

PepsiCo 

4,950 

7,699 

4,026 

212.5 

468.7 

152.C  j 

■ 

■ 

302 

413 

Perkin-Elmer 

1,062 

1,256 

1,153 

79.2 

119.0 

14.9  1 

■ 

■ 

489 

■ 

Petrie  Stores 

784 

838 

659 

48.1 

67.9 

9.1  | 

271 

188 

34 

54 

Pfizer 

4,047 

3,855 

6,792 

507.9 

634.7 

39.S1 

9 

10 

55 

170 

Phibro-Salomon 

58,370 

28,911 

4,634 

212.0 

236.0 

6  J 

114 

247 

138 

59 

Philadelphia  Electric 

9,556 

2,981 

2,414 

492,4 

670.7 

10.6' 

117 

48 

16 

24 

Philip  Morris 

9,339 

10,138 

9,787 

888.5 

1,264.0 

68.CJ 

66 

25 

32 

29 

Phillips  Petroleum 

16,965 

15,537 

6,920 

810.0 

1,724.0 

28.9  ] 

■ 

490 

■ 

■ 

Piedmont  Aviation 

1,189 

1,283 

381 

58.2 

143.8 

11.6 

395 

152 

171 

190 

Pillsbury 

2,732 

4,534 

1,933 

191,2 

327.9 

67.8  1 

■ 

■ 

341 

206 

Pioneer 

854 

462 

1,030 

175.5 

226.0 

1.6  1 

■ 

■ 

343 

435 

Pioneer  Hi-Bred  Intl 

858 

720 

1,022 

72.5 

96.8 

2.8 1 

■ 

395 

270 

250 

Pitney  Bowes 

1,614 

1,732 

1,275 

138  2 

224.6 

27.2  H 

■ 

498 

■ 

■ 

Pittston 

959 

1,264 

365 

-26.1 

30.4 

i4.r 

72 

433 

347 

239 

PNC  Financial 

14,870 

1,499 

1,009 

143.2 

160.2 

6.8' 

■ 

496 

387 

■ 

Polaroid 

1,346 

1,272 

859 

25.7 

76.5 

i3.r 

452 

■ 

450 

225 

Portland  General  Elec 

2,374 

722 

732 

158.4 

253.7 

3.2' 

376 

■ 

291 

213 

Potomac  Elec  Power 

2,894 

1,198 

1,192 

168.2 

270.0 

5.4 

287 

167 

140 

110 

PPG  Industries 

3,797 

4,242 

2,300 

302.6 

512.2 

37.7 

■ 

469 

362 

■ 

Price  Co 

356 

1,359 

947 

34.0 

37.3 

3.1 

■ 

334 

■ 

■ 

Primark 

1,384 

2,042 

313 

49.5 

107.6 

4.1 

■ 

■ 

386 

498 

Prime  Computer 

502 

643 

864 

59.7 

99.5 

6i 

102 

34 

17 

31 

Procter  &  Gamble 

10,054 

13,394 

9,530 

763.0 

1,107.0 

61.7 

255 

459 

458 

347 

Provident  Life  &  Ace 

4,314 

1,384 

719 

98.7 

110.1 

4.2 

74 

457 

■ 

440 

PSFS 

13,723 

1,398 

302 

72.0 

123.9 

2.J 

380 

376 

352 

235 

Public  Service  Colo 

2,862 

1,802 

1,000 

145.2 

252.9 

6.5 

232 

■ 

■ 

395 

Public  Service  Indiana 

4,860 

910 

377 

85.5 

170.2 

4.<l 

424 

■ 

■ 

227 

Public  Service  NH 

2,565 

526 

139 

156.6 

1 79  3 

2.2 

419 

■ 

381 

263 

Public  Service  NM 

2,599 

445 

881 

132.8 

185.6 

2.8 

109 

172 

96 

63 

Public  Svc  Elec  &  Gas 

9,661 

4,196 

3,011 

490.0 

789.9 

13i 

485 

■ 

497 

356 

Puget  Sound  Pwr  &  Lt 

2,212 

657 

643 

95.1 

158.9 

2.4 

■ 

212 

232 

262 

Quaker  Oats 

1,698 

3,496 

1,557 

132.9 

211.0 

26.8' 

■ 

■ 

■ 

482 

Questar 

991 

687 

539 

62.0 

110.4 

2.$ 

143 

■ 

■ 

485 

Rainier  Bancorp 

7,762 

812 

472 

61.4 

72.6 

5.4 

399 

126 

100 

143 

Ralston  Purina 

2,701 

5,231 

2,986 

244.7 

364.2 

52.8 

309 

105 

87 

146 

Raytheon 

3,600 

5,996 

3,385 

243.2 

416.8 

74.; 

■  Not  on 

500  list. 
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Ranking  The  Forbes  500s 

Company 

Assets 

($mil) 

Sales 

l$mil) 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thou) 

ssets 

Sales 

Market 
value 

Net 
profits 

134 

49 

102 

130 

RCA 

8,221 

10,112 

2,964 

265.3 

879.1 

108.0 

■ 

430 

■ 

■ 

Republic  Airlines 

1,085 

1,547 

165 

13.7 

87.7 

13.8 

82 

■ 

474 

352 

Republic  New  York 

12,382 

1,131 

679 

96.5 

104.3 

2.3 

47 

315 

437 

253 

RepublicBank 

21,595 

2,205 

756 

137.3 

174.7 

8.4 

■ 

300 

379 

398 

Revco  DS 

899 

2,331 

883 

84.4 

109.3 

23.2 

163 

292 

265 

310 

Revlon 

2,311 

2,399 

1,317 

112.1 

184.9 

30.2 

L19 

50 

29 

16 

RJ  Reynolds  Inds 

9,272 

9,915 

7,441 

1,184.0 

1,456.0 

96.2 

189 

193 

456 

267 

Reynolds  Metals 

3,783 

3,728 

722 

131.0 

284.0 

28.8 

■ 

■ 

494 

424 

Richardson-  Vicks 

967 

1,244 

648 

76.5 

99.6 

11.0 

124 

■ 

■ 

■ 

Riggs  National 

5,120 

586 

199 

26.9 

32.2 

1.9 

173 

■ 

■ 

■ 

RIHT  Financial 

2,265 

263 

107 

16.7 

20.3 

1.9 

■ 

454 

336 

403 

Rite  Aid 

662 

1,403 

1,045 

80.7 

103.5 

15.0 

■ 

440 

285 

341 

Roadway  Services 

913 

1,462 

1,217 

100.0 

152.2 

19.6 

■ 

■ 

■ 

329 

Rochester  Gas  &  Elec 

1,674 

784 

485 

103.6 

161.7 

2.6 

194 

55 

60 

47 

Rockwell  Intl 

5,791 

9,658 

4,491 

545.1 

858.1 

104.2 

■ 

335 

229 

208 

Rohm  &  Haas 

1,633 

2,042 

1,582 

172.2 

265.1 

11.6 

■ 

■ 

441 

■ 

Rubbermaid 

368 

566 

753 

46.9 

67.9 

4.2 

S85 

287 

305 

254 

Ryder  System 

2,810 

2,486 

1,146 

135.9 

425.5 

22.4 

.83 

368 

282 

346 

Safeco 

3,884 

1,845 

1,224 

99.1 

99.1 

10.5 

.45 

18 

220 

198 

Safeway  Stores 

4,537 

19,642 

1,624 

185.0 

480.3 

165.3 

.15 

297 

324 

■ 

St  Paul  Cos 

5,327 

2,359 

1,075 

-214.8 

-204.1 

9.8 

168 

422 

277 

199 

San  Diego  Gas  &  Elec 

2,951 

1,621 

1,237 

183.5 

298.7 

4.9 

■ 

■ 

469 

■ 

Sanders  Associates 

542 

838 

688 

39.6 

67.2 

10.0 

87 

89 

56 

60 

Santa  Fe  Southern 

11,649 

6,662 

4,612 

490.8 

1,042.5 

65.1 

161 

78 

196 

176 

Sara  Lee 

3,053 

7,567 

1,745 

198.9 

324.0 

92.1 

137 

■ 

360 

285 

Scana 

2,500 

1,128 

952 

121.8 

215.7 

4.2 

132 

361 

187 

204 

Schering-Plough 

2,518 

1,874 

1,826 

177.2 

235.5 

24.2 

■ 

326 

■ 

■ 

SCM 

1,288 

2,102 

415 

37.2 

88.2 

22.7 

■ 

446 

■ 

■ 

SCOA  Industries 

506 

1,424 

405 

41.0 

58.0 

20.0 

136 

253 

210 

195 

Scott  Paper 

3,322 

2,847 

1,670 

187.0 

350.6 

20.8 

■ 

388 

■ 

405 

Sea-Land 

1,811 

1,759 

435 

80.5 

181.9 

8.8 

■ 

■ 

90 

218 

GD  Searle 

1,641 

1,246 

3,219 

161.6 

205.9 

10.1 

10 

7 

9 

13 

Sears,  Roebuck 

57,073 

38,828 

11,481 

1,323.4 

1,735.8 

454.0 

14 

128 

177 

119 

Security  Pacific 

46,117 

5,134 

1,881 

291.0 

370.6 

28.6 

■ 

415 

■ 

■ 

Service  Merchandise 

867 

1,657 

380 

44.6 

69.6 

17.0 

■ 

■ 

490 

■ 

Shared  Medical  System 

193 

255 

659 

33.8 

51.4 

2.3 

64 

■ 

■ 

■ 

Shawmut 

6,509 

678 

320 

43.6 

57.2 

5.2 

38 

16 

6 

7 

Shell  Oil 

23,729 

20,701 

17,195 

1,772.0 

3,370.0 

34.9 

■ 

329 

■ 

465 

Sherwin-Williams 

1,004 

2,075 

631 

65.0 

89.9 

19.4 

■ 

■ 

476 

■ 

Shoney's 

284 

490 

677 

322 

54.7 

18.0 

.05 

104 

77 

121 

Signal  Cos 

5,511 

6,005 

3,616 

285.0 

399.0 

54.0 

■ 

280 

■ 

■ 

Singer 

1,470 

2,519 

502 

50.3 

112.5 

52.5 

150 

249 

63 

55 

SmithKline  Beckman 

3,194 

2,949 

4,142 

500.3 

609.4 

30.9 

■ 

■ 

464 

499 

Snap-On  Tools 

419 

540 

708 

59.6 

70.8 

5.7 

92 

■ 

■ 

■ 

Society 

5,835 

603 

314 

43.6 

51.8 

3.8 

07 

276 

259 

164 

Sonat 

3,640 

2,591 

1,370 

215.7 

433.9 

6.7 

.69 

■ 

■ 

■ 

South  Carolina  Natl 

4,078 

300 

313 

33.1 

42.7 

3.4 

05 

■ 

■ 

471 

Southeast  Banking 

9,869 

1,026 

407 

64.1 

93.2 

7.1 

93 

136 

51 

33 

Southern  Calif  Edison 

11,359 

4,843 

4,836 

732.4 

1,131.0 

16.6 

67 

101 

54 

34 

Southern  Company 

16,763 

6,124 

4,720 

719.7 

1,286.7 

31.0 

Not  on 

500  list. 
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$1  BILLION. 


C 

Chessle  System  Railroads 
Seaboard  System  Railroad 
Texas  Gas  Resources 


American  Commercial  Lines 


CSX  Corporation's  One-Str 
Shipping™  is  redefining  ttl 
very  concept  of  freight  di: 
tribution.  With  its  high-spet 
trains,  trucks,  barges  and 
warehouses,  CSX  offers 
America's  shippers  an  un- 
precedented depth  of  oaf 
bilities  to  help  answer  thei 
marketing  needs. 

On  top  of  that,  CSX  wil 
spend  $1  billion  over  the  m 
5  years  to  improve  and  ex 
pand  its  intermodal  servic  i 


o 


SX  Railroads  Lead  The  Way  In 
Dtal  Transportation  With  A  Major 
ommitment  To  Expand  Intermodal 
apabilities  Over  The  Next  5  Years. 


lis  investment  is  already 
lying  dividends  in  Chicago 
id  Nashville  where  the  CSX 
ilroads'  new  computer- 
sisted  hub  center  terminals 
e  making  the  truck-train- 
lck  transition  faster  and 
ore  efficient  than  ever 
jfore.  In  Atlanta,  Jackson- 
ile,  New  Orleans,  Orlando, 
obile,  St.  Louis,  Baltimore, 
dladelphia  and  Wilming- 
X  Delaware,  similar  facili- 
>s  are  in  service  or  coming 


on  stream  which  will  use 
giant  cranes  and  the  most 
advanced  technology  to 
move  literally  hundreds  of 
trailers  per  day  per  customer, 
around  the  clock. 

The  new  day  of  total 
transportation  has  arrived. 
And  the  leader  is  CSX. 

For  more  information, 
write  to  CSX  Corporate 
Communications,  RO.  Box 
C-32222,  Department  B-4G, 
Richmond,  VA  23261. 


CSX 

CORPORATION 


America's 

Leading 

Transportation 

And  Natural 

Resource 

Company 


Ranking  The  Forbes  500s 

rank-  1984 

Company 

Assets 
(Smil) 

Sales 

(Smil) 

Market 
value 

lS.mil) 

Net 
profits 

(Smil) 

Cash 
flow 

(Smil) 

Assets 

Sales 

Market 
value 

Net 
profits 

emplo  * 
(thoi  j 

472 

494 

325 

279 

So  New  England  Tel 

2,270 

1,273 

1,073 

124.6 

290.4 

12.  | 

334 

38 

269 

220 

Southland 

3,340 

11,661 

1,277 

160.3 

326.0 

61. 

■ 

■ 

■ 

420 

Southmark 

1,285 

538 

236 

77.8 

88.0 

2. 

327 

■ 

■ 

■ 

SouthTrust 

.    3,423 

364 

266 

34.5 

39.3 

2, 

■ 

■ 

493 

■ 

Southwest  Airlines 

646 

536 

650 

49.7 

84.6 

3. 

59 

83 

31 

26 

Southwestern  Bell 

18,042 

7,191 

7,042 

883.1 

2,024.4 

71.l| 

■ 

■ 

398 

311 

Southwestern  Pub  Svc 

1,491 

814 

833 

111.6 

1.58.8 

2. 

133 

■ 

487 

407 

Sovran  Financial 

8,287 

912 

661 

80.2 

100.3 

8J 

197 

122 

139 

128 

Sperry 

5,741 

5,370 

2,347 

267.6 

487.2 

75  J 

■ 

466 

308 

324 

Square  D 

1,021 

1,366 

1,132 

106.2 

148.4 

21.1 

495 

360 

109 

178 

Squibb 

2,134 

1,886 

2,878 

197.2 

233.7 

23.  ] 

■ 

314 

■ 

■ 

Staley  Continental 

1,672 

2,209 

581 

35.9 

111.7 

4.1 

33 

13 

7 

6 

Standard  Oil  Indiana 

25,734 

26,949 

14,352 

2,183.0 

4,273.0 

55  I 

62 

37 

15 

10 

Standard  Oil  Ohio 

17,487 

11,692 

9,868 

1,488.0 

2,550.0 

44.] 

■ 

■ 

466 

436 

Stanley  Works 

721 

1,158 

696 

72.4 

108.5 

14.:| 

237 

■ 

■ 

■ 

State  Street  Boston 

4,744 

482 

378 

49.0 

54.9 

1 

■ 

442 

432 

■ 

Stauffer  Chemical 

2,060 

1,456 

761 

-2.4 

138.8 

10. 

■ 

371 

200 

238 

Sterling  Drug 

1,459 

1,827 

1,739 

143.4 

181.5 

23.1 

■ 

225 

■ 

■ 

Stop  &  Shop  Cos 

933 

3,247 

574 

54.8 

107.9 

35  j 

■ 

■ 

431 

■ 

Storer  Communication 

1,242 

537 

762 

-16.7 

92.1 

4 

90 

■ 

318 

344 

Student  Loan  Mktg 

11,620 

1,215 

1,092 

99.3 

100.8 

o 

■ 

■ 

465 

476 

Subaru  of  America 

347 

1,201 

701 

63.1 

67.0 

0.1 

372 

■ 

■ 

■ 

Suburban  Bancorp 

2,906 

290 

232 

26.9 

33.5 

1. 

393 

■ 

■ 

■ 

Sumitomo  Bank  Cal 

2,752 

296 

77 

10.7 

15.4 

1.1 

116 

■ 

482 

469 

Sun  Banks 

9,402 

1,036 

670 

64.9 

88.3 

9, 

76 

30 

44 

48 

Sun  Company 

12,789 

14,466 

5,195 

538.0 

1,297.0 

37. 

■ 

■ 

403 

459 

Sundstrand 

1,090 

1,042 

823 

66.4 

128.2 

15. 

498 

■ 

■ 

■ 

Sunwest  Financial 

2,112 

237 

152 

20.4 

25.5 

1. 

476 

■ 

■ 

Super  Food  Services 

165 

1,342 

79 

7.9 

13.5 

U] 

94 

298 

323 

Super  Valu  Stores 

1,243 

6,413 

1,171 

106.5 

159.5 

22.] 

160 

■ 

■ 

Supermarkets  General 

986 

4,347 

H)\ 

52.4 

109.5 

40. 

244 

■ 

■ 

Swift  Independent 

329 

3,050 

125 

6.1 

20.2 

7. 

286 

451 

■ 

Sysco 

637 

2,492 

727 

48.3 

71.8 

7.' 

■ 

488 

■ 

Tambrands 

269 

WO 

660 

56.5 

62.9 

2. 

■ 

417 

■ 

Tandem  Computers 

514 

566 

798 

46.8 

72.1 

4. 

262 

152 

152 

Tandy 

1,873 

2,745 

2,140 

234.9 

283.9 

33. 

■ 

414 

349 

TECO  Energy 

1,921 

717 

802 

97.7 

154.0 

4. 

■ 

■ 

444 

Tecumseh  Products 

556 

902 

473 

70.7 

93.7 

10. 

448 

310 

265 

Tektronix 

1,158 

1,420 

1,120 

131.5 

207.6 

20. 

■ 

353 

■ 

Tele-Communications 

1,587 

449 

987 

17.4 

99.9 

4.- 

198 

135 

108 

127 

Teledyne 

5,714 

4,860 

2,880 

269.5 

376.1 

47.' 

■ 

459 

■ 

Telerate 

166 

123 

719 

30.4 

43.3 

0. 

499 

374 

334 

Temple-Inland 

1,364 

1,263 

908 

102.7 

165.8 

9. 

56 

27 

40 

38 

Tenneco 

18,205 

14,890 

5,515 

631,0 

1,764.0 

97. 

250 

■ 

■ 

Tesoro  Petroleum 

1,055 

2,926 

137 

12.6 

69.2 

3. 

22 

5 

24 

108 

Texaco 

37,744 

47,334 

8,110 

306.0 

3,129.0 

61. 

464 

■ 

■ 

Texas  Air 

1,324 

1,372 

130 

27.8 

109.6 

11. 

184 

■ 

■ 

■ 

Texas  American  Bshs 

6,033 

664 

363 

43.0 

61.1 

3. 

49 

330 

273 

200 

Texas  Commerce  Bshs 

20,732 

2,067 

1,266 

183.3 

223.3 

8. 

195 

99 

231 

169 

Texas  Eastern 

5,757 

6,194 

1,558 

212.4 

572.3 

10. 

■  Not  on 

500  list. 
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Ranking  The  Forbes  500s 

i  rank:  1984— 
Market 
value 

Net 

profits 

Company 

Assets 
iSmil) 

Sales 
($mil) 

Market 
value 

ISmil) 

Net 

profits 

ISmil) 

Cash 
flow 

($mil) 

Number 

employed 

(thou) 

ssets 

Sales 

326 

110 

104 

105 

Texas  Instruments 

3,423 

5,742 

2,942 

316.0 

738.6 

83.6 

319 

336 

73 

90 

Texas  Oil  &  Gas 

3,511 

2,035 

3,757 

349.9 

600.1 

3.5 

108 

184 

86 

51 

Texas  Utilities 

9,759 

3,932 

3,391 

526.0 

752.2 

16.2 

486 

228 

306 

307 

Textron 

2,210 

3,221 

1,145 

113.5 

182.4 

42.0 

260 

■ 

■ 

■ 

Third  National 

4,231 

462 

287 

38.6 

52.8 

3.1 

■ 

481 

■ 

■ 

Thrifty  Corp 

528 

1,321 

397 

28.5 

44.9 

14.0 

415 

240 

128 

162 

Time  Inc 

2,615 

3,067 

2,598 

216.4 

327.0 

18.0 

426 

260 

115 

155 

Times  Mirror 

2,555 

2,771 

2,775 

232.7 

385.0 

29.1 

379 

■ 

495 

230 

Toledo  Edison 

2,865 

551 

647 

153.5 

203.4 

2.4 

466 

■ 

■ 

■ 

Toledo  Trustcorp 

2,301 

224 

160 

21.3 

24.9 

1.6 

339 

■ 

326 

272 

Torchmark 

3,297 

1,127 

1,070 

129.1 

129.1 

6.3 

■ 

356 

■ 

■ 

Tosco 

695 

1,899 

24 

-210.7 

-182.8 

1.9 

■ 

408 

158 

312 

Toys  "R"  Us 

1,099 

1,702 

2,074 

111.4 

129.8 

16.6 

378 

197 

■ 

■ 

Trans  World  Airlines 

2,879 

3,657 

344 

29.9 

254.0 

27.3 

80 

120 

205 

212 

Transamerica 

12,502 

5,399 

1,705 

168.7 

378.6 

29.7 

303 

198 

272 

251 

Transco  Energy 

3,677 

3,644 

1,270 

138.0 

481.4 

3.6 

386 

■ 

■ 

■ 

Transohio  Finl 

2,797 

283 

54 

4.5 

6.7 

1.2 

■ 

345 

314 

304 

Transworld 

1,157 

2,002 

1,104 

115.0 

183.3 

71.7 

23 

32 

93 

134 

Travelers 

36,435 

13,477 

3,155 

259.2 

315.3 

29.6 

■ 

380 

254 

333 

Tribune 

1,737 

1,794 

1,396 

103.0 

188.6 

18.4 

179 

■ 

425 

379 

Trust  Co  of  Georgia 

6,165 

647 

771 

89.2 

103.5 

5.1 

324 

103 

123 

129 

TRW 

3,481 

6,062 

2,669 

266.8 

481.6 

90.9 

■ 

■ 

357 

271 

Tucson  Electric  Power 

]  ,428 

352 

977 

129.9 

165.6 

1.0 

■ 

409 

■ 

■ 

Turner 

514 

1,694 

88 

12.7 

16.2 

2.4 

222 

85 

236 

131 

UAL 

5,159 

6,968 

1,529 

260.9 

706.5 

63.0 

423 

347 

202 

202 

Union  Camp 

2,567 

1,974 

1,728 

181.5 

307.4 

17.5 

97 

57 

130 

95 

Union  Carbide 

10,518 

9,508 

2,589 

341.0 

848.0 

98.9 

191 

452 

217 

102 

Union  Electric 

5,879 

1,412 

1,636 

324.2 

425.8 

7.3 

458 

■ 

■ 

■ 

Union  National 

2,344 

244 

150 

17.6 

23.9 

2.0 

98 

75 

57 

57 

Union  Pacific 

10,392 

7,789 

4,609 

494.0 

1,055.0 

46.4 

500 

■ 

Union  Trust  Bancorp 

2,090 

235 

124 

19.2 

22.9 

2.1 

■ 

323 

Uniroyal 

1,453 

2,122 

467 

54.6 

112.9 

20.3 

262 

■ 

United  Banks  of  Colo 

4,215 

468 

192 

32.0 

42.4 

3.3 

■ 

224 

United  Brands 

1,048 

3,248 

136 

12.2 

48.1 

42.5 

439 

180 

438 

United  Energy  Resources 

2,495 

4,001 

755 

35.6 

258.6 

3.7 

308 

■ 

United  Financial  Group 

3,633 

400 

77 

48.4 

51.0 

0.8 

■ 

■ 

384 

United  Illuminating 

1,486 

510 

185 

88.3 

106.5 

1.6 

170 

■ 

United  Jersey  Banks 

4,051 

407 

210 

30.1 

35.2 

3.0 

570 

■ 

United  Missouri  Bshs 

2,922 

251 

236 

29.4 

36.0 

2.0 

147 

■ 

496 

US  Bancorp 

7,496 

769 

497 

60.1 

71.3 

5.5 

■ 

399 

United  States  Shoe 

807 

1,717 

586 

53.4 

81.4 

28.0 

53 

21 

114 

75 

United  States  Steel 

18,989 

18,274 

2,800 

414.0 

1,655.0 

88.8 

■ 

■ 

329 

399 

US  Tobacco 

409 

444 

1,066 

83.7 

96.9 

3.7 

461 

■ 

■ 

■ 

US  Trust 

2,326 

267 

187 

21.2 

26.2 

1.7 

65 

82 

35 

25 

US  West 

17,017 

7,280 

6,791 

887.0 

1,992.7 

70.8 

104 

22 

62 

37 

United  Technologies 

9,905 

16,332 

4,400 

645.0 

1,068.1 

199.6 

Z08 

252 

164 

151 

United  Telecom 

5,441 

2,856 

2,008 

235.2 

743.0 

27.9 

190 

■ 

■ 

■ 

United  Virginia  Bshs 

5,941 

665 

427 

57.3 

73.0 

5.0 

100 

42 

39 

35 

Unocal 

10,203 

10,838 

6,427 

700.4 

1,536.8 

20.5 

477 

316 

150 

207 

Upjohn 

2,248 

2,188 

2,150 

173.3 

240.3 

22.1 

Not  on 

500  list. 
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Ranking  The  Forbes  500s 

rank:  1984 — 

Market 

value 

Net 

profits 

Company 

Assets 
($mil) 

Market 
Sales              value 
($mil)            ($mil) 

Net 
profits 
($mil) 

Cash 
flow 
($mil) 

Assets 

Sales 

emplo)  j 

{thou  | 

■ 

419 

429 

286 

USAir  Group 

1,621 

1,630                  766 

121.6 

188.0 

12.:  ] 

180 

255 

238 

364 

USF&G 

6,158 

2,839               1,506 

93.3 

104.6 

9.]  | 

■ 

304 

355 

196 

USG 

1,615 

2,319                  982 

186.6 

255.6 

20.;  | 

358 

■ 

■ 

Uslife 

3,108 

923                  623 

18.7 

28.6 

3.C 

375 

296 

302 

Utah  Power  &  Light 

2,900 

968               1,184 

115.5 

209.5 

4  'i 

■ 

306 

■ 

■ 

Valero  Energy 

1,998 

2,308                  139 

-16.1 

26.6 

IX 

411 

■ 

■ 

Valley  Federal  S&L 

2,636 

301                    23 

-11.5 

-7.1 

1.1 

127 

■ 

494 

Valley  National 

8,777 

968                  485 

60.4 

81.6 

6.i 

■ 

404 

490 

Varian  Associates 

744 

961                  821 

60.8 

81.3 

14.! 

■ 

402 

278 

VF 

808 

1,167                  823 

124.7 

151.5 

28.  i  1 

■ 

413 

419 

Vulcan  Materials 

811 

983                  803 

78.4 

154.6 

6.( 

128 

370 

339 

Wachovia 

8,717 

914                  917 

1003 

113.4 

6.; 

480 

92 

42 

125 

Wal-Mart  Stores 

2,129 

6,518               5,310 

270.8 

337.3 

7i.;  | 

■ 

403 

■ 

■ 

Waldbaum 

336 

1,712                    99 

13.0 

36.1 

M 

■ 

254 

257 

383 

Walgreen 

937 

2,847               1,381 

88.5 

118.2 

33.1 

430 

290 

78 

156 

Wang  Laboratories 

2,540 

2,421                3,599 

231.0 

387.8 

27.; 

450 

340 

276 

■ 

Warner  Communications 

2,380 

2,024               1,240 

-598.6 

-500.1 

8.1    1 

374 

233 

118 

158 

Warner-Lambert 

2,900 

3,167               2,740 

223.9 

320.6 

41.;  1 

313 

■ 

■ 

■ 

Washington  Mutual 

3,558 

388                    71 

-9.5 

-5.0 

1,1 

332 

■ 

■ 

■ 

Washington  National 

3,356 

813                  234 

12.4 

18.3 

5,1 

■ 

■ 

309 

393 

Washington  Post 

646 

984               1,123 

85.9 

107.6 

5/ 

■ 

■ 

■ 

461 

Washington  Water  Power 

1,292 

413                  389 

65.9 

92.5 

l.« 

■ 

484 

153 

240 

Waste  Management 

1,966 

1,315               2,138 

142.5 

257.7 

18.! 

■ 

■ 

433 

■ 

Weis  Markets 

380 

958                  761 

55.3 

69.7 

10.( 

29 

218 

351 

211 

Wells  Fargo 

28,184 

3,372               1,001 

169.3 

227.5 

16.: 

■ 

■ 

371 

452 

Wendy's  International 

614 

939                  914 

68.7 

106.0 

41.! 

■ 

485 

■ 

■ 

West  Point-Pepperell 

758 

1,310                  371 

46.6 

88.0 

21.! 

265 

■ 

■ 

■ 

Western  Savings  &  Loan 

4,144 

442                     97 

12.6 

17.3 

i.; 

474 

■ 

■ 

■ 

Western  Union 

2,259 

1,134                   213 

-63.3 

89.2 

14.; 

122 

46 

58 

50 

Westinghouse  Electric 

9,150 

10,265               4,566 

535.9 

961.9 

126.! 

■ 

383 

328 

261 

Westvaco 

1,860 

1,781                1,066 

133.0 

239.5 

14.! 

■ 

248 

■ 

■ 

Wetterau 

574 

2,980                  265 

25.4 

45.5 

7.! 

188 

116 

71 

157 

Weyerhaeuser 

5,958 

5,550               3,782 

226.2 

624.4 

38.5 

■ 

236 

206 

192 

Whirlpool 

1,565 

3,138               1,703 

189.6 

259.8 

22.; 

■ 

355 

■ 

■ 

White  Consolidated 

1,189 

1,906                  457 

-79.3 

-46.4 

17.) 

483 

■ 

■ 

■ 

Whitney  Holding 

2,223 

221                  327 

33.5 

53.6 

o.< 

■ 

467 

■ 

■ 

Whittaker 

809 

1,364                  306 

34.7 

55.9 

13.! 

■ 

245 

■ 

■ 

Wickes  Cos 

1,313 

3,031                    41 

17.0 

59.6 

25.' 

■ 

■ 

■ 

460 

Willamette  Inds 

937 

1,182                  534 

66.2 

127.5 

8. 

246 

216 

344 

234 

Williams  Cos 

4,534 

3,389               1,021 

149.5 

329.4 

7. 

■ 

411 

■ 

■ 

Wilson  Foods 

231 

1,685                    55 

-16.1 

-7.8 

7.( 

■ 

79 

267 

313 

Winn-Dixie  Stores 

1,178 

7,531                1,305 

111.1 

258.2 

67.!  ' 

441 

443 

333 

217 

Wisconsin  Elec  Power 

2,469 

1,435                1,053 

162.5 

278.4 

6. 

■ 

434 

■ 

480 

Witco  Chemical 

756 

1,496                   496 

62.6 

108.1 

8.; 

464 

111 

301 

241 

FW  Woolworth 

2,311 

5,737               1,163 

141.1 

245.8 

115.!, 

70 

39 

76 

139 

Xerox 

15,406 

11,609               3,632 

250.5 

1,131.8 

102.; 

■ 

460 

■ 

■ 

Yellow  Freight  System 

666 

1,380                  455 

44.1 

103.2 

19.( 

■ 

231 

382 

406 

Zayre 

1,109 

3,195                  880 

80.3 

120.4 

43.1 

■ 

400 

■ 

474 

Zenith  Electronics 

909 

1,716                  437 

63.6 

95.4 

29.! 

398 

■ 

■ 

■ 

Zions  Utah  Bancorp 

2,711 

283                  177 

25.0 

29.0 

i.: 

■  Not  on 

SUO  list. 
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If  You  Look  Hard  Enough,  You  Just 
Might  Find  Some  Place  Where  First 
Boston's  Ability  To  Raise  Equity 
Capital  Isn't  Powerful. 

If  there's  capital  to  be  raised,  even  in  a 
place  as  remote  as  Antarctica,  you  can  be 
sure  First  Boston  will  be  there.  If  you're 
wondering  how  First  Boston  can  make 
this  claim,  there's  a  very  good  reason.  In 
1984,  First  Boston  and  its  international 
partner,  Credit  Suisse  First  Boston 
(CSFB),  raised  more  equity  and  equity- 
linked  capital  for  issuers  worldwide  than 
any  other  firm. 

Unlike  any  other  U.S.  -based  invest- 
ment bank,  First  Boston,  with  London- 
based  CSFB,  provides  a  truly  global 
equity  perspective:  a  sales  and  trading 
network  with  a  world  view  on  investor 
preferences,  yet  without  bias  toward  any 
one  capital  market.  This  unique  capability 
is  particularly  important  today,  as  the 
1980s  are  experiencing  the  rapid  evolu- 
tion to  a  global  equity  market. 

This  means  a  world  of  opportunity 
for  equity  issuers.  For  example,  when 
Texaco  Inc.  sought  an  important  refinanc- 
ing, CSFB  globally  syndicated  $1. 5  billion 
of  convertible  securities.  And  when  NEC 
Corporation,  a  leading  Japanese  technol- 
ogy company,  needed  $150  million,  they 
chose  CSFB  to  lead  an  international  dis- 
tribution of  convertible  securities. 

In  1984,  Esselte  AB  of  Sweden  was 
looking  for  a  creative  plan  to  launch  the 
initial  public  offering  (IPO)  of  its  subsidi- 
ary. First  Boston  and  CSFB  were  called 
in  to  help.  The  result:  a  3. 3  million  share 
IPO  syndicated  in  the  U.S.,  Europe  and 
Japan.  And,  in  a  landmark  transaction, 
Bowater  pic  chose  First  Boston  to 
manage  the  IPO  of  its  North  American 
subsidiary— the  important  first  step  in  a 
complex  demerger  strategy. 

The  international  market  is  a  vital  source 
of  equity  capital.  To  get  First  Boston's 
international  equity  experts  working  for 
you,  call  Theodore  V.  Fowler,  Managing 
Director,  at  headquarters  in  New  York  City, 
(212)  909-2501. 

International  Equity. 
Another  Reason  Why  First  Boston  Is 
Getting  The  Call  In  1985. 


The  Forbes  500s  on  Wall  Street 


Profit  margins,  stock  performance 
and  key  ratios  are  listed  here  for  the 
785  companies  that  make  one  or 
more  of  the  500s  lists. 


Having  good  stock  market  data  is  no  guarantee 
that  you  will  do  well  in  the  stock  market.  After  all, 
the  fellow  on  the  other  side  of  the  trade  has  good 
data,  too.  But  you  need  the  facts  just  to  get  on  the  same 
starting  line.  Herewith,  21,195  facts — basic  stock  data  on 
the  785  companies  that  made  it  onto  the  Sales,  Profits, 
Assets  or  Market  Value  500  rosters. 

Suppose  you  are  interested  in  Albertson's,  a  Boise,  Ida- 
ho-based supermarket  chain  whose  earnings  have  been 
rising  steadily.  The  company  has  a  fiscal  year  ending  in 
January.  Its  results  through  January  1985  are  used  in  this 
table  as  1984  results.  That  rule  holds  generally:  Any  fiscal 
year  ending  between  June  1984  and  May  1985  is  treated  as 
fiscal  1984,  no  matter  what  the  company  designates  it.  If 
fiscal  1984  numbers  are  not  available,  an  estimate  is  used 
and  so  noted. 

The  n  says  Albertson's  is  traded  on  the  Big  Board;  a  is 
American  Stock  Exchange;  o,  over-the-counter. 

The  price  range  for  the  five  years  through  Mar.  22,  1985 


is  adjusted  for  splits  and  rounded  to  the  nearest  full  point. 
Albertson's  was  trading  at  a  low  of  around  32  at  the 
beginning  of  the  period,  but  it  has  since  split  twice,  2-for-l. 
Thus,  the  low  end  of  the  range  is  shown  as  8. 

The  "recent"  figure  is  the  close  on  Mar.  22,  1985.  The 
12-month  performance  shows  the  percentage  gain  or  loss 
in  the  stock  price  since  Mar.  22,  1984.  Albertson's  is  up 
24%.  As  for  the  relative  performance:  First,  we  take  a 
hypothetical  $100  investment  in  Albertson's  and  calculate 
that  it  would  grow  in  the  12  months  to  $124.  Next,  we 
compare  this  with  the  result  of  a  $100  investment  in  the 
average  stock  (using  a  weighted  index  from  William 
O'Neil  &  Co.).  The  average  stock  would  have  turned  a 
$100  investment  into  $120.  The  relative  performance  is 
the  ratio  of  these  two  performances,  multiplied  by  100. 

The  price/earnings  ratio  for  the  latest  12  months  is  the 
ratio  of  the  recent  price  to  the  earnings  per  share  (EPS)  over 
the  last  four  quarters  for  which  results  have  been  reported. 
The  market  as  a  whole  is  trading  at  a  P/E  of  about  12, 


Company/fiscal  year-end      Ticker      Exch 


5-year 
high-low 


-Stock  price — 
12-month 
high-low 


— Stock  performance — 
— latest  12  months — 
price       relative  to 
change         market 


-Stock  price  ratios- 


price/earnings- 

5-year  latest  1985 

high-low    12  months  est 


price 
sales 


Abbott  Laboratories/Dec      ABT 


53-17 


52-37 


50% 


25% 


104 


19-11 


15.2 


13.4 


1.9 
1.9 
0.2 
0.4' 


Advanced  Micro  Dev/Mar    AMD 


41-  5 


41-25 


31% 


12 


93 


73-8 


13.1 


14.6 


Aetna  Life  &  Cas/Dec 


AET 


48-27 


43-27 


40  'A 


13 


94 


NA-5 


NM 


15.8 


Affiliated  Bshs  Colo/Dec      AFBK 


20-  7 


20-14 


14% 


-18 


67 


9-4 


7.3 


6.1 


HE  Ahmanson/Dec 


AHM 


41-  8 


32-16 


31% 


31 


109 


NM-4 


18.1 


7.9 


0.3 
0.8 


Air  Prods  &  Chems/Sep       APD 


54-24 


51-39 


48  Vi 


13 


94 


15^1 


10.! 


9.5 


Albertson's/Jan 


ABS 


32-  8 


32-23 


30% 


24 


103 


15-7 


12.6 


11.1 


0.2 


Alco  Standard/Sep 


ASN 


40-13 


36-27 


34'/2 


89 


15-5 


11.7 


10.3 


0.2 
1.5 
3.0 
0.1 
0.8 


Alexander  &  Baldwin/Dec  ALEX 


40-10 


40-25 


39 


50 


125 


11-3 


10.8 


9.5 


Alleghany/Dec 


92-17 


90-64 


777/s 


22 


101 


NM-3 


2.5 


31.8 


Allegheny  Intl/Dec 


AG 


55-16 


29-19 


26% 


90 


NM-4 


NM 


9.3 


Allegheny  Power/Dec  AYP 


31-12 


31-25 


30 


19 


99 


9-4 


8.3 


7.9 


Allied  Bancshares/Dec 


ALBN 


28-  7 


27-20 


247/8 


89 


13-6 


8.6 


7.5 


0.9 

0.3 
0.3 
0.7 
0.4 


Allied  Corp/Dec 


ALD 


41-19 


40-28 


38% 


92 


NM-4 


7.7 


7.0 


Allied  Stores/Jan 


ALS 


60-19 


60-38 


58 


43 


119 


11-5 


8.6 


8.6 


Alltel/Dec 


AT 


27-14 


27-20 


25% 


22 


101 


10-6 


8.5 


8.0 


Alcoa/Dec 


AA 


49-22 


42-31 


34% 


-15 


70 


NM-3 


11.0 


8.0 


•Range  is  for  less  than  5  years.     NA  not  available  or  not  applicable.     NM:  not  meaningful     E:  estimate.     Stock  prices  as  of  Mar.  22,  1985. 
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which  means  that  buying  a  piece  of  a  company  will  cost 
you  $12  for  every  $1  earned  in  the  last  12  months. 

Albertson's  P/E  is  12.6.  Its  P/E  for  1985  is  calculated 
similarly  but  uses  an  estimate  from  stock  analysts  for 
what  this  year's  earnings  will  be. 

The  price-to-sales  ratio  compares  the  total  market  value 
of  a  company's  stock  to  its  annual  sales.  Albertson's  has  a 
fairly  low  ratio,  0.21,  typical  of  food  retailing.  Why  so? 
Supermarkets  have  low  profit  margins,  meaning  that  each 
dollar  of  sales  translates  into  only  a  penny  or  two  of 
earnings.  It  makes  sense  that  investors  won't  pay  as  much 
for  an  unrewarding  sales  dollar  as  for  a  juicy  one.  Contrast 
Telerate,  which  turns  each  dollar  of  sales  into  24.8  cents  of 
profit.  Telerate,  in  the  lucrative  business  of  providing 
financial  data  to  brokers,  has  one  of  the  highest  price-to- 
sales  ratios  around. 

Earnings  per  share  are  shown  next,  both  a  trailing- 12- 
months  figure  and  an  average  estimate  from  various  Wall 
Street  analysts.  We  show  the  number  of  analysts  whose 


predictions  are  used,  as  well  as  how  widely  their  predic- 
tions vary  from  one  another.  Albertson's  has  a  high  "confi- 
dence factor,"  meaning  that  the  experts  are  in  close  agree- 
ment on  this  company.  The  indicated  dividend,  76  cents 
for  Albertson's,  is  the  most  recent  quarterly  dividend 
times  4.  The  payout  rate  compares  this  annual  dividend 
with  the  trailing-  12-months  earnings.  The  growth  rate  is 
the  five-year  trend  in  annual  dividend  increases. 

The  number  of  shares  outstanding  is  the  most  recent 
figure  available,  in  some  cases  different  from  the  year-end 
figure  used  to  compute  the  market  value  in  the  tables 
beginning  on  page  205. 

The  stock  market  performance  and  some  profit  data 
come  from  William  O'Neil  &  Co.,  a  publisher  of  stock 
charts  and  Investors  Daily.  Earnings  estimates  are  from 
Institutional  Brokers  Estimate  System,  a  compilation  of 
analysts'  reports  maintained  by  the  brokerage  firm  Lynch, 
Jones  &.  Ryan  of  New  York  City.  Other  data  are  from 
annual  reports,  Forbes  questionnaires  and  telephone  calls. 


indicated 
rate 

itstanding — 

%  held 

by 

institutions 

:t 

fit 

gin 

latest 

12  months 

EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year            common 
growth              stock 
rate                   (mil) 

% 

$3.34 

$3.34 

$3.78 

13% 

31 

very  high 

$1.20 

36% 

19%                120.2 

47% 

2.41 

2.26E 

2.16 

-4 

30 

low 

0.00 

NA 

NA                      55.5 

51 

0.34 

0.34 

2.55 

650 

24 

low 

2.64 

NM 

2                    100.0 

57 

1.97 

1.97 

2.36 

20 

5 

average 

0.80 

41 

11                        9.2 

29 

1.73 

1.73 

3.99 

131 

15 

very  low 

1.20 

69 

-5                      27.9 

85 

4.51 

4.55 

5.09 

12 

22 

high 

1.20 

22 

8                      30.8 

67 

2.42 

2.42 

2.74 

13 

12 

high 

0.76 

31 

15                      33.0 

32 

2.95 

2.85 

3.34 

17 

10 

high 

1.20 

41 

6                      21.3 

32 

3.60 

3.60 

4.12 

14 

5 

high 

1.40 

39 

4                      18.5 

24 

30.55 

30.55 

2.45 

-92 

1 

NA 

0.00 

NA 

NA                        7.7 

27 

-2.51 

-2.51 

2.88 

NM 

6 

low 

1.40 

NM 

0                      10.5 

27 

3.61 

3.61 

3.79 

5 

21 

high 

2.70 

75 

10                      49.4 

34 

2.89 

2.89 

3.33 

15 

12 

high 

0.84 

29 

26                      41.2 

21 

5.03 

5.03 

5.53 

10 

19 

high 

1.80 

36 

2                      83.0 

62 

6.71 

6.71 

6.78 

1 

19 

high 

2.12 

32 

4                      21.0 

58 

3.05 

3.05 

3.25 

7 

16 

high 

1.84 

60 

6                      19.3 

18 

3.13 

3.13 

4.31 

38 

19 

very  low 

1.20 

38 

-8                      81.1 

64 

xes 

William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys  Corp 

,  Forbes 
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The  Forbes  500s  on  Wall  Street 

Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  p 
12-m 
high 

— Stock  performance— 
— latest  12  months — 
price        relative  to 
change         market 

Stock  pri 

" 

onth 
low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price  ij 
sales  i 

AMAX/Dec 

AMX 

n 

69- 

16 

27- 

16 

17% 

-31% 

56 

NM-  5 

NM 

35.5 

0.50  | 

Amerada  Hess/Dec 

AHC 

n 

55- 

15 

34- 

23 

305/8 

2 

85 

18-  3 

15.2 

9.0 

0.31  ] 

American  Brands/Dec 

AMB 

n 

70- 

29 

70- 

53 

69'/i 

25 

104 

10-  4 

9.8 

8.8 

0.86  ] 

Amer  Broadcasting/Dec 

ABC 

n 

115- 

26 

115- 

55 

106' „ 

97 

164 

17-  5 

15.8 

15.1 

0.83  J 

American  Can/Dec 

AC 

n 

56- 

26 

56- 

40 

52% 

12 

93 

17-  5 

13.2 

9.9 

0.40  | 

American  Continental/Dec 

AMCC 

0 

14- 

5 

11- 

5 

7'/8 

-28 

60 

13-  6 

7.8 

NA 

0.13  1 

American  Cyanamid/Dec 

ACY 

n 

59- 

21 

56- 

43 

51% 

9 

91 

19-  6 

11.6 

10.4 

0.65  1 

American  Elec  Power/Dec 

AEP 

n 

22- 

15 

22- 

IS 

21 

25 

104 

11-  5 

7.9 

7.6 

0.80  1 

American  Express/Dec 

AXP 

n 

50- 

12 

44- 

25 

42% 

38 

115 

19-  5 

15.3 

11.9 

0.71  J 

American  Fletcher/Dec 

AFLT 

0 

43- 

13 

43- 

27 

42'/4 

46 

121 

8-  3 

7.6 

6.5 

0.52  1 

American  General/Dec 

AGC 

n 

31- 

8 

31- 

20 

28 

32 

110 

13-  4 

14.0 

9.1 

0.35  ] 

American  Greetings/Feb 

AGREA 

o 

38- 

5 

38- 

22 

32% 

38 

115 

18-  5 

14.4 

11.9 

115 

American  Home  Prod/Dec 

AHP 

n 

60- 

21 

60- 

47 

60% 

17 

97 

14-  9 

13.6 

12.5 

2.05  ] 

Amer  Hospital  Supply/Dec 

AHS 

n 

49- 

19 

38- 

26 

34% 

1 

84 

19-  9 

10.8 

10.7 

0.73  1 

Amer  Info  Technol/Dec 

AIT 

n 

84- 

62* 

84- 

62 

83% 

26 

105 

27-  7* 

8.2 

7.7 

0.98  1 

American  Intl  Group/Dec 

AIG 

0 

78- 

26 

78- 

52 

72 

31 

109 

18-  8 

17.7 

12.9 

1.22  1 

Amer  Medical  Intl/Aug 

AMI 

n 

37- 

10 

28- 

19 

23% 

2 

85 

24-  9 

13.6 

10.4 

0.93  1 

American  Motors/Dec 

AMO 

n 

11- 

2 

6- 

3 

3% 

-39 

50 

NM-NM 

NM 

10.2 

9.00  ! 

American  Natl  Ins/Dec 

ANAT 

0 

35- 

10 

35- 

22 

34  Vi 

47 

122 

9-  3 

11.3 

9.5 

1 .33 

American  Natural  Res/Dec 

ANR 

n 

65-- 17 

65- 

28 

64% 

106 

171 

12-  3 

12.3 

11.1 

0.70 

American  Petrofina/Dec 

APIA 

a 

72- 

31 

65- 

54 

60% 

1 

84 

17-  3 

15.2 

NA 

0.34 

American  President/Dec 

APS 

n 

44- 

18* 

44- 

24 

375/s 

48 

123 

14-  3' 

4.3 

4.3 

0.57 

Amer  Savings  &  Loan/Sep 

AAA 

n 

26- 

3 

14- 

6 

6% 

-40 

49 

NM-  4 

5.0 

4.1 

0.08- 

American  Security/Dec 

ASEC 

0 

22- 

8 

22- 

15 

20  Vi 

-1 

81 

50-  3 

50.0 

8.5 

0.59' 

American  Standard/Dec 

AST 

n 

44- 

17 

35- 

23 

31% 

16 

96 

24-  5 

12.3 

8.0 

0.39" 

American  Stores/Jan 

ASC 

n 

57- 

7 

57- 

27 

'    55 

65 

137 

14-  4 

9.6 

11.2 

0.13 

American  Tel  &  Tel/Dec 

T 

n 

22- 

15* 

22- 

15 

21'/2 

37 

114 

17-12* 

17.2 

11.4 

0.67' 

AmeriTrust/Dec 

AMTR 

0 

63- 

23 

63- 

41 

60  V* 

43 

119 

9-  4 

8.0 

7.3 

0.86 

Amfac/Dec 

AMA 

n 

36- 

17 

28- 

18 

26 

-6 

77 

NM-  4 

NM 

11.7 

0.18 

AMP/Dec 

AMP 

n 

40- 

11 

39- 

26 

31% 

-4 

79 

28-  9 

16.8 

15.8 

1.86 

AMR/Dec 

AMR 

n 

43- 

7 

43- 

24 

395/s 

20 

100 

NM-  4 

9.1 

7.9 

0.36" 

AmSouth  Bancorp/Dec 

ASO 

n 

29- 

11 

29- 

19 

26% 

22 

101 

8-  4 

7.7 

7.0 

0.60 

Anderson,  Clayton/Jun 

AYL 

n 

42- 

18 

42- 

25 

41% 

42 

118 

22-  4 

21.5 

13.1 

0.29 

Anheuser-Busch  Cos/Dec 

BUD 

h 

80- 

21 

80- 

54 

79% 

41 

117 

13-  6 

10.7 

9.5 

0.57  , 

Apollo  Computer/Dec 

APCI 

0 

34- 

15* 

31- 

17 

24  Yt 

9 

91 

NM-21* 

32.7 

18.0 

0.00 

Apple  Computer/Sep 

AAPL 

0 

63- 

11 

34- 

21 

22  V* 

-12 

72 

NM-10 

13.1 

9.8 

0.71 

Archer  Oanls  Midland/Tun 

ADM 

n 

24- 

11 

22- 

15 

21  V« 

13 

94 

19-  5 

15.0 

10.8 

0.44. 

Arizona  Bancwest/Dec 

AZBW 

0 

26- 

9 

26- 

16 

24% 

56 

130 

9-  5 

11.0 

9.8 

0.82 

Arizona  Public  Serv/Dec 

AZP 

n 

27- 

15 

23- 

15 

22 

21 

100 

8-  4 

6.7 

6.1 

1.55 

Arkla/Dec 

ALG 

n 

30- 

11 

24- 

16 

20% 

-13 

71 

23-  7 

16.0 

12.8 

0.87" 

Armco/Dcc 

AS 

n 

42- 

9 

22- 

9 

9% 

-47 

43 

NM-  5 

NM 

9.3 

0.14 

Armstrong  World  Inds/Dec 

ACK 

n 

38- 

13 

38- 

23 

32  !/4 

19 

99 

37-  6 

8.5 

7.5 

0.49 

Asarco/Dec 

AR 

n 

54- 

17 

33- 

18 

24% 

-20 

66 

NM-NM 

NM 

NM 

0.53 

Ashland  Oil/Sep 

ASH 

n 

46- 

21 

32- 

21 

30% 

15 

96 

NM-  4 

NM 

9.5 

0.10 

Associated  Dry  Goods/Jan 

DG 

n 

72- 

17 

62- 

45 

56'/2 

10 

91 

15-  5 

9.3 

8.3 

0.21 

Atlantic  Bancorp/Dec 

ABAN 

0 

30- 

5 

30- 

23 

29'/» 

15 

96 

10-  3 

9.5 

8.2 

0.82 

Atlantic  City  Elec/Dec 

ATE 

n 

26- 

15 

25- 

20 

24 '/« 

18 

98 

10-  5 

7.5 

7.2 

0.78 

Atlantic  Richfield/Dec 

ARC 

n 

74- 

32 

53- 

41 

48  W 

5 

87 

24-  5 

21.8 

7.9 

0.48 

•Range  is  for  less  than  5  years.     NA  ni  >l  rvai 

able  or  no 

applicable.     NM:  not  meaningful. 

E:  estimate 

Stock  prices  as  of  Mar. 

22,  1985. 
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•      '  i"  ■'**   1 

indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock               by 
(mil)       institutions 

et                  latest 
fit            12  months 
gin                 EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

1                  $-3.86 

$-3.86 

$0.49 

NM 

11 

very  low 

$0.20 

NM 

-56% 

68.2 

25% 

%                  2.01 

2.01 

3.40 

69% 

24 

low 

1.10 

55% 

1 

82.8 

49 

7.08 

7.08 

7.89 

11 

16 

very  high 

3.90 

55 

8 

55.1 

27 

!                      6.71 

6.71 

7.01 

4 

26 

average 

1.60 

24 

0 

29.1 

69 

3.99 

3.99 

5.35 

34 

8 

average 

2.90 

73 

7 

24.0 

39 

)                     0.92 

0.92 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

12.9 

4 

4.41 

4.41 

4.93 

12 

19 

average 

1.90 

43 

2 

48.7 

66 

2.65 

2.65 

2.76 

4 

21 

average 

2.26 

85 

1 

187.2 

9 

2.77 

2.77 

3.55 

28 

22 

average 

1.28 

46 

8 

216.3 

56 

5.54 

5.54 

6  50 

17 

4 

very  high 

1.48 

27 

4 

4.6 

47 

2.00 

2.00 

3.08 

54 

18 

average 

1.00 

50 

20 

66.6 

49 

2.27 

2.36E 

2.76 

17 

12 

very  high 

0.58 

26 

20 

31.8 

64 

4.43 

4.43 

4.82 

9 

28 

very  high 

2.90 

65 

12 

153.0 

54 

3.23 

3.23 

3.25 

1 

30 

average 

1.12 

35 

17 

74.3 

61 

10.17 

10.17 

10.88 

7 

33 

very  high 

6.00 

59 

NA 

98.1 

32 

4.07 

4.07 

5.56 

37 

23 

average 

0.44 

10 

12 

72.9 

41 

1.72 

1.64 

2.24 

37 

33 

high 

0.72 

42 

28 

81.8 

61 

0.04 

0.04 

0.33 

725 

9 

very  low 

0.00 

NA 

NA 

110.1 

6 

3.04 

3.04 

3.63 

19 

3 

high 

1.08 

36 

9 

29.0 

41 

5.26 

5.26 

5.84 

11 

11 

high 

2.22 

42 

-4 

37.6 

44 

4.00 

4.00 

NA 

NA 

NA 

NA 

3.20 

80 

7 

12.0 

1 

8.67 

8.67 

8.73 

1 

8 

average 

0.00 

NA 

0 

13.6 

46 

1.27 

1.65 

1.55 

-6 

2 

very  low 

0.00 

NA 

NA 

5.3 

29 

0.41 

0.41 

2.41 

487 

4 

low 

1.02 

248 

8 

11.5 

20 

2.60 

2.60 

396 

52 

11 

low 

1.60 

62 

-9 

39.1 

58 

5.71 

5.71 

4.89 

-14 

9 

high 

0.64 

11 

24 

31.5 

50 

1.25 

1.25 

1.89 

51 

37 

low 

1.20 

96 

NA 

1,027.5 

17 

7.54 

7.54 

8.30 

10 

13 

average 

3.08 

41 

3 

9.3 

42 

-0.93 

-0.93 

2.23 

NM 

11 

low 

0.00 

NA 

NA 

16.6 

50 

1.87 

1.87 

1.98 

6 

19 

average 

0.72 

39 

17 

107.7 

76 

4.37 

4.37 

5.00 

14 

21 

low 

0.00 

NA 

NA 

48.5 

81 

3.48 

3.48 

3.82 

10 

9 

high 

1.40 

40 

10 

10.2 

34 

1.94 

3.11 

3.18 

2 

4 

high 

1.32 

68 

3 

12.1 

20 

7.40 

7.40 

8.36 

13 

19 

very  high 

2.00 

27 

18 

47.1 

57 

0.75 

0.75 

1.36 

81 

20 

average 

0.00 

NA 

NA 

33  5 

38 

1.70 

1.05 

2.28 

117 

23 

low 

0.00 

NA 

NA 

60.5 

20 

1.42 

1.02 

1.97 

93 

15 

average 

0.14 

10 

5 

96.5 

56 

2.26 

2.26 

2.52 

12 

2 

high 

0.80 

35 

6 

11.3 

28 

3.26 

3.26 

3.61 

11 

19 

high 

2.60 

80 

6 

69.5 

22 

1.27 

1.27 

1.59 

25 

17 

low 

1.08 

85 

15 

50.3 

38 

-4.54 

-4.54 

1.05 

NM 

11 

very  low 

0.00 

NA 

NA 

66.9 

30 

3.79 

3.79 

4.29 

13 

12 

average 

1.20 

32 

1 

23.9 

68 

-12.56 

-12.56 

-3.10 

NM 

13 

very  low 

0.00 

NA 

NA 

28.4 

24 

-7.42 

-7.40 

3.19 

NM 

11 

very  low 

1.60 

NM 

-10 

28.1 

30 

6.07 

6.07 

6.80 

12 

21 

high 

2.60 

43 

12 

15.3 

84 

3.08 

3.08 

3.57 

16 

5 

high 

0.90 

29 

17 

10.6 

29 

3.20 

3.20 

3.37 

5 

11 

average 

2.48 

78 

3 

17.8 

14 

2.21 

2.21 

6.10 

176 

35 

average 

3.00 

136 

11 

240.6 

54 

ces.  William  O'Neil  &  Co. 

Vie  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys 

Corp ,  Forbi 
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Now  you  can  be  on  han 


/ 


^ 


>efore  it  gets  out  of  hand. 


When  things  go  wrong,  the  right  place  for  a  strong  executive 
is  on  the  scene.  Taking  charge.  Before  things  get  even  worse. 

And  when  you've  got  to  be  there,  nothing  beats  a  helicopter. 
It's  not  simply  more  direct.  Or  less  plagued  by  traffic.  It's  fre- 
quently the  only  way  to  make  the  trip  at  all. 

If  this  makes  sense,  you'll  want  the  Sikorsky  S-76.  It's  the 
only  helicopter  that's  big  enough  to  get  you  there  in  comfort  and 
advanced  enough  to  get  you  there  in  time. 

Let  us  put  the  Sikorsky  in  place  for  a  couple  of  weeks  and 

show  you  how  it  works.  On  your 

schedule.  Over  your  routes.  Mackie 
Mott  (203-386-7600)  can  arrange  it. 


^ 


UNITED 
TECHNOLOGIES 


The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  price— 
12-month 
high-low 

— Stock  performance — 
— latest  12  months — 
price       relative  to 
change         market 

Stock  pri 

•1 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price/  iJ 
sales   4 

Auto  Data  Processing/Jun 

AUD 

n 

46- 

16 

46- 

30 

42% 

38% 

115 

24-12 

18.9 

17.1 

1.57    ] 

Avnei/Jun 

AVT 

n 

50- 

10 

41- 

27 

30% 

-15 

70 

33- 

5 

13.9 

16.1 

0.63    | 

Avon  Products/Dec 

AVP 

n 

42- 

19 

26- 

19 

20% 

-12 

72 

15- 

6 

9.6 

9.0 

0.53    ] 

Baker  International/Sep 

BKO 

n 

54- 

15 

24- 

15 

16% 

-19 

66 

NM- 

5 

15.2 

13.1 

0.63    1 

Bally  Manufacturing/Dec 

BLY 

n 

32- 

11 

23- 

11 

14Vi 

-11 

73 

NM- 

7 

NM 

11.7 

0.29    j 

Baltimore  Gas  &  Elec/Dec 

BGE 

n 

42- 

18 

42- 

31 

397/s 

29 

107 

8- 

5 

7.2 

7.1 

0.89    \ 

Banc  One/Dec 

ONE 

n 

30- 

7 

30- 

21 

29'/4 

38 

115 

11- 

4 

10.2 

NA 

1.01    j 

Banco  Popular  PR/Dec 

BPOP 

0 

44- 

13 

44- 

27 

41  Vt 

54 

128 

6- 

2 

6.2 

NA 

0.53   I 

BancOklahoma/Dec 

BOKC 

0 

25- 

8 

23- 

17 

20'/2 

0 

82 

8- 

5 

6.1 

6.4 

0.47   | 

Bancorp  Hawaii/Dec 

BNHI 

0 

30- 

14 

30- 

18 

29 

35 

112 

8- 

4 

7.7 

6.4 

0.62  1 

Bank  of  Boston/Dec 

BKB 

n 

48- 

16 

48- 

29 

45  V* 

19 

99 

7- 

3 

5.4 

6.0 

0.27    I 

Bank  of  New  England/Dec 

BKNE 

0 

68- 

18 

68- 

41 

63% 

33 

110 

8- 

3 

6.8 

6.3 

0.37    j 

Bank  of  New  York/Dec 

BK 

n 

41- 

13 

41- 

26 

377/8 

28 

106 

6- 

4 

5.9 

6.6 

0.38    ] 

Bank  of  Virginia/Dec 

BKV 

n 

27- 

5 

27- 

16 

25  Vi 

44 

120 

9- 

4 

8.6 

7.6 

0.66    I 

Bank  South/Dec 

BKSO 

0 

26- 

4 

25- 

21 

UVi 

11 

92 

11- 

3 

9.7 

8.5 

0.66  ] 

BankAmerica/Dec 

BAC 

n 

31- 

15 

21- 

15 

18% 

-7 

76 

13-. 

5 

10.7 

7.7 

0.20   | 

1 

Bankers  Trust  NY/Dec 

BT 

n 

66- 

18 

66- 

38 

63% 

44 

120 

7- 

3 

6.7 

6.1 

0.42   ] 

Banks  of  Mid-Amer/Oec 

BOMA 

0 

20- 

8 

15- 

10 

11% 

-17 

68 

NM- 

4 

NM 

8.4 

0.29   ] 

Barnett  Banks  Fla/Dec 

BBF 

n 

50- 

11 

50-  33 

48  y« 

38 

115 

10- 

4 

8.8 

8.5 

0.66   1 

Bausch  &  Lomb/Dec 

BOL 

n 

35- 

16 

29- 

18 

25  V» 

9 

91 

63- 

9 

14.9 

10.7 

1.40 

Baxter  Travenol  Labs/Dec 

BAX 

n 

31- 

9 

19- 

12 

15% 

-10 

74 

73-10 

73.2 

14.2 

1.21    : 

BayBanks/Dec 

BBNK 

0 

49- 

12 

49- 

35 

46% 

26 

105 

8- 

3 

8.0 

7.2 

0.53  • 

Beatrice/Feb 

BRY 

n 

36- 

16 

33- 

25 

29 

-5 

78 

NM- 

4 

6.7 

9.2 

0.23- 

Becton,  Dickinson/Sep 

BDX 

n 

55- 

26 

48- 

31 

46% 

36 

113 

33- 

9 

14.8 

12.2 

0.87 

Bell  Atlantic/Dec 

BEL 

n 

85- 

65* 

85- 

66 

84% 

20 

100 

8- 

7* 

S.5 

8.0 

1.05 

BellSouth/Dec 

BLS 

38- 

27* 

38- 

27 

37'/8 

19 

99 

9- 

6* 

8.7 

8.2 

1.17 

Beneficial  Corp/Dec 

BNL 

n 

38- 

15 

38- 

23 

36  V« 

31 

109 

12- 

5 

11.6 

7.7 

0.45 

Bergen  Brunswig/Aug 

BBCA 

a 

40- 

4 

29- 

19 

24 

0 

82 

27- 

6 

15.7 

10.9 

0.17 

Berkshire  Hathaway/Dec 

BKHT 

0 

1770-245 

1770-1220 

1770 

41 

117 

30- 

7 

28.9 

NA 

2.86 

Best  Products/Ian 

BES 

n 

26- 

9 

17- 

11 

12  '/a 

-12 

72 

24- 

6 

24.3 

20.9 

0.14  1 

Bethlehem  Steel/Dec 

BS 

n 

32- 

14 

28- 

14 

17 

-37 

51 

NM- 

4 

NM 

10.9 

0.15  ^ 

Beverly  Enterprises/Dec 

BEV 

n 

45- 

5 

37- 

21 

32  Vi 

50 

125 

32- 

9 

18.1 

14.8 

0.59  1 

Big  Three  Industries/Dec 

BIG 

n 

38- 

15 

25- 

19 

22% 

12 

93 

23- 

6 

16.0 

11.5 

1.12 

Black  &  Decker/Sep 

BDK 

n 

29- 

12 

27- 

17 

24 

-4 

79 

23- 

7 

12.2 

10.9 

0.72' 

Boatmen's  Bancshares/Dec 

BOAT 

0 

33- 

9 

33- 

24 

32% 

9 

91 

8- 

3 

7.7 

7.4 

1.24' 

Boeing/Dec 

BA 

n 

67- 

15 

67- 

36 

62% 

64 

136 

15- 

4 

7.7 

10.5 

0.59  1 

Boise  Cascade/Dec 

BCC 

n 

48- 

20 

45- 

33 

38  Vi 

0 

82 

NM- 

5 

17.3 

85 

0.28 

Borden/Dec 

BN 

n 

70- 

20 

70- 

52 

68 

27 

105 

11- 

4 

9.5 

8.5 

0.39 

Borg-Warner/Dec 

BOR 

n 

28- 

7 

25- 

17 

2P/2 

10 

91 

15- 

5 

9.4 

7.6 

0.49 

Boston  Edison/Dec 

BSE 

n 

37- 

19 

37- 

25 

36% 

36 

113 

9- 

4  , 

7.6 

7.9 

0.44  i 

Bowater  Inc/Dec 

BOW 

n 

26- 

15 

26- 

15 

22% 

NA 

0 

12- 

7 

8.6 

8.0 

0.74 

Bristol-Myers/Dec 

BMY 

n 

57- 

15 

57- 

43 

55% 

24 

103 

16- 

8 

16.2 

14.1 

1.83 

Brown-Forman/Apr 

BFDB 

a 

45- 

17 

34- 

23 

33  Vi 

32 

110 

13- 

8 

10.4 

9.1 

0.82 

Brown  Group/Oct 

BG 

n 

40- 

7 

30- 

23 

26V4 

-10 

74 

12- 

4 

14.6 

8.9 

0.34 

Browning-Ferris  Inds/Sep 

BFI 

n 

48- 

8 

44- 

27 

42% 

27 

105 

21- 

7 

16.0 

13.4 

1.42 

Brunswick/Dec 

BC 

n 

41- 

5 

41- 

24 

35% 

44 

120 

17- 

1 

8.1 

6.8 

0.52 

Bmsh  Wellman/Dec 

BW 

n 

40- 

7 

40- 

26 

34'/2 

30 

108 

38- 

7 

15.7 

13.9 

1.99 

Burlington  Inds/Sep 

BUR 

n 

43- 

15 

30- 

23 

27 

-3 

80 

21- 

5 

20.1 

11.8 

0.25 

•Range  is  for  less  than  5  years.     NA;  not  available  or  nor  applicable.     NM:  not  meaningful 

E:  estimate 

Stock  prices  as  of  Mar 

22,  1985. 

1 
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indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock               by 
(mil)       institutions 

et                 latest 
(fit            12  months 
gin                 EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 
EPS 

number 

of 
analysts 

confidence 
factor  on 

estimate 

payout 
ratio 

5-year 

growth 

rate 

}%                $2.26 

$2.14 

$2.49 

16% 

20 

very  high 

$0.62 

27% 

13% 

35.3 

69% 

2.21 

2.44 

1.91 

-22 

16 

average 

0.50 

23 

1 

35.3 

67 

9                      2.16 

2.16 

2.30 

6 

22 

high 

2.00 

93 

-12 

80.0 

55 

1                     1.08 

1.00 

1.25 

25 

28 

low 

0.92 

85 

25 

70.8 

54 

1                  -3.86 

-3.86 

1.24 

NM 

10 

very  low 

0.20 

NM 

25 

26.0 

34 

i                   5.54 

5.54 

5.65 

2 

24 

very  high 

3.20 

58 

5 

39.3 

36 

J                      2.88 

2.88 

3.29 

14 

12 

high 

1.10 

38 

13 

36.2 

15 

i                    6.63 

6.63 

NA 

NA 

NA 

NA 

2.20 

33 

36 

4.5 

14 

i                    3.37 

3.37 

3.21 

-5 

8 

low 

0.90 

27 

15 

6.1 

13 

1                     3.77 

3.77 

4.54 

20 

3 

very  high 

1.24 

33 

7 

8.9 

44 

8.35 

8.35 

7.55 

-10 

16 

high 

2.40 

29 

12 

19.3 

56 

9.35 

9.35 

10.17 

9 

5 

very  high 

2.84 

30 

10 

4.6 

42 

6.40 

6.40 

5.78 

-10 

9 

average 

2.04 

32 

9 

15.8 

30 

'                     2.97 

2.97 

3.34 

12 

10 

average 

1.00 

34 

8 

12.5 

27 

2.53 

2.53 

2.88 

14 

2 

very  high 

0.68 

27 

30 

8.6 

33 

1                     1.77 

1.77 

2.44 

38 

33 

low 

1.52 

86 

1 

151.5 

34 

!                     9.52 

9.52 

10.43 

10 

24 

high 

2.70 

28 

10 

32.0 

61 

)                     0.07 

0.07 

1.38 

NM 

2 

very  high 

1.00 

NM 

16 

7.6 

31 

>                     5.48 

5.48 

5.66 

3 

21 

high 

1.36 

25 

13 

18.6 

38 

1                     1.69 

1.69 

2.35 

39 

14 

very  high 

0.78 

46 

3 

29.6 

64 

0.21 

0.21 

1.08 

414 

30 

low 

0.37 

176 

20 

141.2 

44 

>                     5.88 

5.88 

6.48 

10 

6 

very  high 

2.20 

37 

13 

6.3 

44 

4.31 

2.88E 

3.16 

10 

15 

average 

1.80 

42 

7 

91.6 

41 

)                     3.15 

3.03 

3.83 

26 

19 

average 

1.20 

38 

5 

20.2 

32 

)                     9.94 

9.94 

10.67 

7 

34 

high 

6.40 

64 

NA 

99.6 

31 

4.28 

4.28 

4.53 

6 

34 

high 

2.60 

61 

NA 

296.6 

23 

3.11 

3.11 

4.68 

50 

7 

very  high 

2.00 

64 

0 

22.3 

42 

1.53 

1.57 

2.20 

40 

7 

average 

0.32 

21 

25 

12.6 

50 

61.21 

61.21 

NA 

NA 

NA 

NA 

0.00 

NA 

NA 

1.1 

5 

0.50 

0.50 

0.58 

16 

13 

low 

0.24 

48 

11 

26.9 

63 

-3.32 

-3.32 

1.56 

NM 

14 

very  low 

0.40 

NM 

-28 

46.5 

51 

1.80 

1.80 

2.20 

22 

18 

very  high 

0.32 

18 

14 

25.9 

57 

1.40 

1.40 

1.95 

39 

13 

low 

0.80 

57 

14 

39.5 

52 

1.96 

1.95 

2.21 

13 

13 

average 

0.64 

33 

-9 

50.4 

58 

4.25 

4.25 

4.42 

4 

3 

average 

1.50 

35 

12 

13.2 

19 

8.09 

8.09 

5.94 

-27 

30 

average 

1.40 

17 

-1 

97.2 

59 

2.23 

2.23 

4.52 

102 

13 

low 

1.90 

85 

1 

27.3 

53 

7.13 

7.13 

8.04 

13 

8 

high 

2.72 

38 

9 

26.0 

48 

2.28 

2.28 

2.84 

25 

10 

high 

0.92 

40 

27 

89.0 

36 

4.85 

4.85 

4.68 

-4 

14 

average 

3.24 

67 

3 

15.7 

19 

2.60 

2.60 

2.78 

7 

6 

average 

0.72 

28 

NA 

29.3 

29 

3.45 

3.45 

3.95 

14 

30 

very  high 

1.60 

46 

17 

137.4 

56 

3.22 

3.23E 

3.70 

15 

1 

NA 

0.88 

27 

7 

23.0 

58 

1.80 

2.65 

2.94 

11 

9 

low 

1.36 

76 

18 

20.2 

40 

2.67 

2.60 

3.18 

22 

11 

high 

1.08 

40 

19 

34.4 

49 

4.42 

4.42 

5.23 

18 

8 

average 

1.00 

23 

7 

21.4 

51 

2.20 

2.20 

2.48 

13 

9 

high 

0.48 

22 

9 

18.6 

61 

1.34 

2.18 

2.29 

5 

11 

low 

1.64 

122 

3 

28.5 

45 

'ces  William  O'Neit  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan 
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The  Forbes  500s  on  Wall  Street 

; 

Company/fiscal  year-end 

Ticker 

Exch 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 

Stock  price  ratios 

5-year 
high-low 

12-month 
high-low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price/  tj 
sales 

Burlington  Northern/Dec 

BNI 

n 

59- 

13 

59-  35 

51% 

18% 

98 

11- 

4 

7.3 

7.0 

041 

Burroughs/Dec 

BGH 

n 

72- 

27 

66-  48 

58 

19 

99 

44- 

8 

10.7 

9.1 

0.55    ] 

Cabot/Sep 

CBT 

n 

37- 

16 

34-  23 

27% 

8 

90 

15- 

5 

8.6 

8.2 

0.47    ] 

CalFed/Dec 

CAL 

0 

30- 

11* 

19-  11 

17 

14 

95 

9- 

3* 

6.3 

5.1 

0.17 

California  First  Bnk/Dec 

CFBK 

0 

19- 

12 

19-  16 

19 

15 

96 

10- 

4 

9.5 

NA 

0.39    ] 

Campbell  Soup/Jul 

CPB 

n 

72- 

25 

72-  54 

70% 

17 

97 

12- 

6 

11.7 

11.0 

0.60    j 

Capital  Cities  Comm/Dec 

CCB 

n 

222- 

40 

222-136 

215 

55 

129 

21- 

7 

20.7 

18.0 

2.94    j 

Capital  Holding/Dec 

CPH 

n 

49- 

16 

49-  30 

47% 

37 

114 

11- 

5 

11.2 

9.4 

0.69    j 

Carolina  Pwr  &  Lt/Dec 

CPL 

n 

27- 

16 

27-  19 

265/s 

22 

101 

9- 

5 

7.0 

7.4 

1.01 

Carter  Hawley  Hale/Jan 

CHH 

n 

32- 

11 

32-   19 

26% 

24 

103 

17- 

6 

9.8 

11.2 

0.13    j 

Carteret  Savings/Sep 

CFCC 

o 

12- 

6 

12-     6 

9% 

7 

89 

8- 

2 

5.9 

4.7 

0.12    ] 

Castle  &  Cooke/Jun 

CKE 

n 

20- 

7 

19-    9 

10% 

-37 

51 

NM- 

8 

NM 

NM 

0.17    j 

Caterpillar  Tractor/Dec 

CAT 

n 

73- 

28 

53-  28 

30 

-38 

51 

NM- 

7 

NM 

25.4 

0.44    j 

CBS/Dec 

CBS 

n 

110- 

33 

110-  68 

108  Vx 

59 

132 

18- 

6 

16.5 

12.5 

0.67 

CBT/Dec 

CBCT 

o 

42- 

13 

42-  24 

39  Vi 

42 

118 

8- 

3 

7.4 

6.7 

0.47 

Celanese/Dec 

CZ 

n 

94- 

40 

94-  63 

89% 

25 

104 

NM- 

5 

8.3 

7.6 

0.37    1 

Centel/Dec 

CNT 

n 

42- 

22 

42-  32 

40  Vi 

22 

101 

10- 

6 

9.2 

8.3 

0.81 

Centerre  Bancorp/Dec 

CTBC 

o 

31- 

16 

31-  19 

29 

24 

103 

11- 

4 

9.5 

8.7 

0.41    . 

Central  &  South  West/Dec 

CSR 

n 

24- 

11 

24-   17 

22  Vi 

27 

105 

7- 

5 

6.6 

6.4 

0.76 

Central  Bancorp/Dec 

CBAN 

0 

47- 

15 

47-  29 

45 

50 

125 

9- 

4 

9.4 

9.1 

0.75 

Central  Bancshares/Dec 

CBSS 

0 

28- 

9 

28-  20 

27% 

15 

96 

7- 

3 

7.3 

6.8 

0.57 

Central  Fidelity  Bks/Dec 

CFBS 

o 

31- 

7 

31-   19 

29% 

41 

117 

9- 

3 

8.7 

7.9 

0.79 

Central  111  Pub  Svc/Dec 

CIP 

n 

18- 

10 

18-   14 

17% 

22 

101 

11- 

5 

9.0 

8.7 

0.85 

Central  Soya/Aug 

CSY 

n 

22- 

9 

22-  14 

22 

44 

120 

19- 

5 

16.1 

12.9 

0.18  < 

Centran/Dec 

CENB 

o 

37- 

12 

37-   19 

35 

61 

134 

NM- 

3 

5.8 

7.0 

0.39 

Champion  Intl/Dec 

CHA 

n 

30- 

12 

26-   17 

'  21  Vi 

-16 

69 

NM- 

6 

NM 

7.7 

0.38 

Charter/Dec 

CHR 

n 

27- 

1 

10-     1 

2'/4 

-75 

20 

NM- 

2 

NM 

NA 

0.01 

Chase  Manhattan/Dec 

CMB 

n 

62- 

31 

55-  36 

52  to 

5 

87 

7- 

3 

5.8 

4.9 

0.19 

Chemical  New  York/Dec 

CHL 

n 

43- 

15 

43-  24 

37% 

19 

99 

7- 

3 

5.8 

5.6 

0.31 

Chesebrough-Pond's/Dec 

CBM 

n 

47- 

20 

39-  32 

32 1/. 

-7 

76 

14- 

8 

9.5 

8.8 

0.59 

Chevron/Dec 

CHV 

n 

59- 

24 

40-  29 

34' s 

1 

84 

9- 

5 

7.6 

7.3 

0.42 

Chrysler/Dec 

C 

n 

36- 

3 

36-  21 

34'/8 

30 

108 

NM- 

2 

2.9 

2.9 

0.21 

Chubb/Dec 

CB 

n 

63- 

20 

63-  35 

57% 

27 

105 

17- 

4 

23.2 

14.8 

0.60 

Cigna/Dec 

CI 

ri 

58- 

27 

51-  27 

47% 

16 

96 

NM- 

4 

NM 

25.5 

0.23  ' 

Cincinnati  G&E/Dec 

CIN 

n 

20- 

9 

16-     9 

15 

22 

101 

8- 

3 

6.1 

6.0 

0.45  • 

Circle  K/Apr 

CKP 

n 

36- 

8 

36-  21 

3  IS 

30 

108 

18- 

5 

13.5 

11.5 

0.27 

Citadel  Holding/Dec 

CDL 

a 

26- 

10' 

26-   12 

23  Vi 

79 

149 

9- 

4* 

13.8 

NA 

0.00 

Citicorp/Dec 

FNC 

n 

47- 

17 

47-  27 

43  V* 

26 

105 

8- 

4 

6.7 

6.1 

0.27 

Citizens  &  Sthrn  Ga/Dec 

CSGA 

0 

24- 

5 

24-  13 

20 '/8 

35 

112 

9- 

5 

8.9 

7,8 

0.78- 

Citizens  Southern  SC/Dec 

CITS 

0 

35- 

7 

35-  24 

33'/. 

28 

106 

10- 

3 

9.6 

8.6 

0.90 

Citizens  Fidelity/Dec 

CFDY 

0 

29- 

6 

29-   19 

26% 

24 

103 

10- 

4 

9.6 

8.4 

0.94 

City  National/Dec 

CTYN 

0 

32- 

9 

27-  20 

26% 

12 

93 

18- 

5 

11.2 

9.6 

0.89 

CityFed  Financial/Dec 

CTYF 

0 

16- 

2 

14-     8 

10% 

5 

87 

NM- 

2 

2.9 

NA 

0.15 

Cleveland  Elec  Ilium/Dec 

CVX 

n 

23- 

14 

21-   14 

20 

15 

96 

8- 

4 

5.5 

5.7 

1.22 

Clorox/Jun 

CLX 

n 

37- 

8 

34-  23 

33% 

27 

105 

15- 

5 

10.9 

10.2 

0.87 

Coastal  Corp/Dec 

CGP 

n 

54- 

13 

40-  24 

39 

22 

101 

NM- 

5 

8.7 

8.2 

0.14 

Coca-Cola/Dec 

KO 

n 

67- 

29 

67-  53 

66% 

22 

101 

14- 

8 

14.0 

12.3 

1.19 

Colgate-Palmolive/Dec 

CL 

n 

27- 

11 

27-  21 

24  '/4 

6 

88 

31- 

6 

28.2 

11.2 

0.41 

•Range  is  for  less  than  5  years     NA:  not  available  or  no 

applicable.     NM:  not  meaningful. 

E:  estimate 

Stock  prices  as  of  Mar. 

22,  1985. 

i 
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FORBES,  APRIL  29, 

1985 

indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock                by 
(mil)       institutions 

let 
ofit 
rgin 

latest 

12  months 

EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

6% 

$7.15 

$7.15 

$7.39 

3% 

20 

average 

$1.40 

20% 

10% 

73.2 

54% 

1 

5.40 

5.40 

6.37 

18 

21 

high 

2.60 

48 

0 

45.4 

73 

4 

3.24 

3.02 

3.39 

12 

8 

average 

0.92 

28 

4 

32.1 

56 

2 

2.69 

2.69 

3.31 

23 

12 

very  low 

0.32 

12 

NA 

20.4 

49 

0 

1.99 

1.99 

NA 

NA 

NA 

NA 

1.08 

54 

2 

11.0 

78 

1 

6.05 

5.93 

6.44 

9 

16 

very  high 

2.50 

28 

4 

32.3 

60 

4 

10.40 

10.40 

11.96 

15 

21 

very  high 

0.20 

2 

7 

12.9 

75 

8 

4.28 

4.28 

5.08 

19 

22 

very  high 

1.56 

36 

8 

25.3 

51 

9 

3.81 

3.81 

3.62 

-5 

18 

high 

2.60 

68 

4 

70.7 

32 

3 

2.75 

2.75 

2.41 

-12 

15 

low 

1.22 

44 

1 

19.0 

20 

2 

1.68 

1.05 

2.10 

100 

1 

NA 

0.00 

NA 

NA 

8.2 

18 

4 

-5.64 

-2.86 

-1.44 

NM 

7 

very  low 

0.00 

NA 

NA 

25.7 

42 

A 

-AA7 

-4.47 

1.18 

NM 

21 

very  low 

0.50 

NM 

-23 

96.8 

59 

1 

6.59 

6.59 

8.68 

32 

27 

average 

3.00 

46 

0 

29.7 

64 

3 

5.32 

5.32 

5.93 

11 

8 

high 

1.80 

34 

8 

8.7 

39 

8 

10.87 

10.87 

11.75 

8 

20 

average 

4.40 

41 

3 

13.5 

46 

0 

4.42 

4.42 

4.90 

11 

20 

high 

2.38 

54 

4 

27.6 

43 

2 

3.05 

3.05 

3.34 

10 

7 

high 

1.80 

59 

3 

7.7 

19 

5 

3.43 

3.43 

3.52 

3 

24 

very  high 

2.02 

59 

6 

93.3 

46 

0 

4.80 

4.80 

4.95 

3 

1 

NA 

2.05 

43 

1 

5.5 

18 

8 

3.70 

3.70 

3.98 

8 

4 

average 

1.52 

41 

17 

6.8 

14 

8 

3.42 

3.42 

3.78 

11 

4 

very  high 

1.12 

33 

12 

8.7 

14 

3 

1.99 

1.99 

2.05 

3 

12 

low 

1.60 

80 

4 

34.0 

22 

2 

1.50 

1.51 

1.71 

13 

5 

average 

0.84 

56 

-5 

13.9 

33 

7 

6.03 

6.03 

5.00 

-17 

6 

low 

0.60 

10 

-36 

3.9 

41 

4 

-0.36 

-0.36 

2.75 

NM 

15 

low 

0.40 

NM 

-36 

92.8 

52 

4 

^t5.57 

^45.57 

NA 

NA 

NA 

NA 

0.00 

NA 

13 

16.5 

1 

1 

9.01 

9.01 

10.62 

18 

25 

average 

3.80 

42 

6 

36.2 

61 

8 

6.48 

6.48 

6.69 

3 

20 

average 

2.48 

38 

11 

47.4 

58 

4 

3.40 

3.40 

3.66 

8 

18 

high 

2.00 

59 

10 

34.1 

59 

5 

4.48 

4.48 

4.69 

5 

34 

average 

2.40 

54 

9 

342.1 

43 

6 

11.75 

11.75 

11.94 

2 

16 

low 

1.00 

9 

NA 

123.6 

48 

4 

2.49 

2.49 

3.91 

57 

23 

very  low 

2.20 

88 

7 

21.0 

68 

\ 

-0.01 

-0.01 

1.87 

NM 

23 

very  low 

2.60 

NM 

15 

72.1 

39 

1 

2.45 

2.45 

2.51 

2 

14 

average 

2.16 

88 

2 

43.0 

29 

2 

2.32 

2.14E 

2.74 

28 

4 

average 

0.74 

32 

2 

12.1 

64 

9 

1.70 

1.70 

3.63 

114 

2 

very  low 

0.00 

NA 

NA 

3.2 

14 

? 

6.45 

6.45 

7.08 

10 

30 

average 

2.06 

32 

10 

126.3 

68 

7 

2.26 

2.26 

2.58 

14 

14 

very  high 

0.76 

34 

18 

32.1 

30 

4 

3.47 

3.47 

3.85 

11 

5 

high 

1.20 

35 

12 

6.9 

29 

7 

2.80 

2.80 

3.19 

14 

7 

very  high 

1.04 

37 

15 

12.2 

44 

9 

2.38 

2.38 

2.80 

18 

3 

high 

0.88 

37 

21 

8.3 

9 

6 

3.69 

3.69 

NA 

NA 

NA 

NA 

0.40 

11 

NA 

13.4 

15 

0 

3.64 

3.64 

3.48 

-4 

16 

high 

2.52 

69 

7 

74.1 

26 

9 

3.05 

2.99 

3.28 

10 

16 

very  high 

1.20 

39 

10 

26.4 

37 

6 

4.50 

4.50 

4.74 

5 

10 

average 

0.40 

9 

0 

22.4 

31 

5 

4.76 

4.76 

5.41 

14 

21 

very  high 

2.96 

62 

7 

130.8 

33 

5 

0.86 

"0.86 

2.17 

152 

15 

average 

1.28 

149 

4 

82.1 

42 

rc«  William  O'Neil  &  Co 

.  The  Institutional  Brokers  Estimate  System  (IRES),  a  service  of  Lynch 

Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys 

Corp ,  Forbes 

FORBES,  APRIL  29,  1985 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  p 
12-m 
high 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 

5-year 
high-low 

Stock 

-price/earnin! 

latest 

12  months 

price  ratios- 

1 
J 

price/  i 

sales    | 

onth 
low 

recent 

5s 

1985 
est 

Collins  &  Aikman/Feb 

CK 

n 

24- 

3 

24- 

14 

23 

60% 

133 

10-  5 

8.1 

7.4 

0.48 

Colonial  Penn  Group/Dec 

CPG 

n 

31- 

11 

31- 

20 

27  Vi 

16 

96 

NM-  4 

8.7 

8.8 

0.35 

Colorado  Natl  Bnkshs/Dec 

COLC 

0 

20- 

7 

20- 

15 

19% 

16 

96 

9-  4 

9.1 

7.7 

0.59      ; 

Colt  Industries/Dec 

COT 

n 

64- 

18 

64- 

40 

59% 

27 

105 

15-  5 

10.0 

8.6 

0.63     ] 

Columbia  Gas  System/Dec 

CG 

n 

44- 

27 

38- 

27 

27 

-24 

62 

10-  5 

7.6 

5.7 

0.23     j 

Columbia  S&L  Assoc/Dec 

CSLA 

o 

11- 

7* 

11- 

7t 

7% 

NA 

NA 

4-  2* 

2.3 

NA 

9.45     ! 

Combined  Internatl/Dec 

PMA 

n 

46- 

16 

46- 

27 

42% 

33 

110 

11-  5 

10.4 

9.4 

1.07    | 

Combustion  Eng/Dec 

CSP 

n 

55- 

21 

38- 

26 

34  Vi 

17 

97 

NM-  4 

11.5 

11.5 

0.37     j 

Comerica/Dec 

CMCA 

0 

41- 

17 

41- 

26 

37% 

37 

114 

8-  4 

7.8 

6.7 

0.38     j 

Commerce  Bancshrs/Dec 

CBSH 

0 

51- 

18 

51- 

40 

49  Vi 

9 

91 

8-  4 

8.4 

7.0 

0.54     | 

Commerce  Union/Dec 

COMU 

0 

35- 

8 

35- 

20 

32% 

51 

125 

9-  4 

8.5 

9.4 

0.52     j 

Commonwlth  Edison/Dec 

CWE 

n 

29- 

16 

29- 

22 

29 

29 

107 

10-  5 

6.5 

6.7 

1.04    j 

Comm  Psych  Ctrs/Nov 

CMY 

n 

34- 

4 

34- 

19 

30 '/4 

58 

131 

32-10 

24.8 

20.0 

5.23     j 

Computervision/Dec 

CVN 

n 

53- 

10 

46- 

20 

20% 

-41 

48 

50-15 

15.9 

9.3 

1.07 

ConAgra/May 

CAG 

n 

31- 

5 

31- 

20 

29% 

41 

117 

15-  5 

14.6 

10.3 

0.21 

Consolidated  Edison/Dec 

ED 

n 

31- 

10 

31- 

23 

30% 

30 

108 

7-  4 

6.9 

7.2 

0.70 

Consol  Freightways/Dec 

CNF 

n 

36- 

9 

36- 

20 

30% 

31 

109 

14-  4 

10.9 

9.8 

0.46 

Consol  Natural  Gas/Dec 

CNG 

n 

45- 

19 

45- 

31 

42% 

14 

95 

10-  5 

8.5 

8.0 

0.50 

Consolidated  Papers/Dec 

CPER 

0 

43- 

12 

43- 

26 

38 

48 

123 

12-  5 

10.3 

9.2 

1.21 

Consumers  Power/Dec 

CMS 

n 

22- 

4 

11- 

4 

6% 

-42 

47 

8-  2 

5.6 

6.0 

0.17 

Continental  Bancorp/Dec 

CBRP 

0 

35- 

15 

35- 

25 

33  % 

23 

102 

9-  4 

7.6 

6.9 

0.78 

Continental  Corp/Dec 

CIC 

n 

43- 

21 

43- 

24 

39% 

39 

115 

NM-  4 

20.6 

15.4 

0.43 

Continental  Illinois/Dec 

CIL 

n 

NA-NA 

18- 

3 

8% 

-51 

40 

23-  4 

NM 

17.0 

0.10 

Continental  Telecom/Dec 

CTC 

n 

26- 

13 

24- 

18 

22% 

11 

92 

11-  6 

8.5 

7.8 

0.70 

Control  Data/Dec 

CDA 

n 

63- 

21 

39- 

24 

33 

-7 

76 

60-  4 

40.7 

10.3 

0.25 

Cooper  Industries/Dec 

CBE 

n 

62- 

19 

35- 

27 

•  29% 

-3 

80 

29-  7 

13.8 

10.1 

0.61 

Cooper  Laboratories/Oct 

COO 

n 

27- 

5 

27- 

-10 

14% 

17 

97 

22-  3 

3.2 

59.0 

1.67 

CoreStates  Financial/Dec 

CSFN 

0 

50- 

12 

50- 

30 

49  ;, 

55 

129 

S-  3 

7.9 

7.2 

0.70 

Corning  Glass  Works/Dec 

GLW 

n 

4S- 

20 

40-  30 

35  Vi 

13 

94 

21-  7 

16.8 

11.2 

0.87 

Cox  Communications/Dec 

COX 

n 

65- 

IS 

65- 

40 

63  % 

54 

128 

23-  9 

20.5 

18.5 

2.40 

CPC  International/Dec 

CPC 

n 

45- 

27 

44- 

34 

43% 

17 

97 

15-  6 

11.0 

10.3 

0.49 

Cray  Research/Dec 

CYR 

n 

79- 

13 

79- 

39 

68 

58 

131 

57-12 

22.2 

20.6 

4.36 

Crocker  National/Dec 

CKN 

n 

42- 

16 

28- 

16 

25  Vi 

-5 

78 

NM-  4 

NM 

10.4 

0.20 

Crown  Central  Petrol/Dec 

CNPA 

a' 

34- 

9 

23- 

9 

15% 

-24 

62 

NM-60 

NM 

10.5 

0.06 

Crown  Cork  &  Seal/Dec 

CCK 

n 

51- 

23 

51- 

35 

50% 

39 

115 

12-  5 

10.6 

8.9 

0.43 

Crown  Zellerbach/Dec 

ZB 

n 

63- 

15 

43- 

28 

425/s 

21 

100 

NM-  7 

16.3 

11.1 

0.38 

CSX/Dec 

CSX 

n 

28- 

12 

27- 

18 

23% 

7 

89 

13-  4 

7.6 

6.7 

0.45 

Cullen/Frost  Bankers/Dec 

CFBI 

0 

34- 

12 

34- 

19 

19% 

-37 

51 

NM-  5 

9.6 

8.4 

0.39 

Cullinet  Software/Apr 

CUL 

n 

33- 

2 

33- 

12 

27  V* 

70 

141 

45-  9 

29.9 

25.0 

4.89 

Cullum  Companies/fun 

CULL 

0 

2^ 

6 

23- 

12 

22% 

75 

145 

12-  4 

11.8 

10.6 

0.15 

Cummins  Engine/Dec 

CUM 

n 

89- 

26 

89- 

61 

74 '/4 

-3 

80 

NM-  3 

3.8 

4.3 

0.30 

Cyclops/Dec 

CYL 

n 

52- 

14 

52- 

28 

48  Vi 

44 

120 

NM-  4 

10.1 

8.7 

0.14 

Dallas  Fedl  Finl/Dec 

DFFC 

0 

30- 

11 

30- 

14 

28  Vi 

97 

164 

73-17 

55.9 

15.9 

0.38 

Dana/Dec 

DCN 

n 

33- 

12 

30- 

21 

27 

8 

90 

25-  5 

7.9 

6.8 

0.42 

Dart  &  Kraft/Dec 

DKI 

n 

93- 

39 

93- 

71 

915/8 

27 

105 

12-  5 

10.2 

8.9 

0.45 

Data  General/Sep 

DGN 

n 

76- 

10 

76- 

39 

43% 

-2 

81 

65-  7 

12.3 

12.1 

0.86 

Dauphin  Deposit/Dec 

DAPN 

0 

38- 

13 

36- 

25 

35 

18 

98 

9-   4 

7.9 

6.9 

0.66 

Dayton-Hudson/Jan 

DH 

n 

41- 

9 

39- 

26 

37% 

31 

109 

16-  5 

14.1 

11.7 

0.46 

'Range  is  for  less  than  5  years 

is  for  ]<• 

12  mo 

nths.     NA:  not 

available 

or  not  applicable 

NM:  not  meaningful. 

E:  estimate. 

Stock  prices 

as  of  Mar.   i 
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FORBES 

,  APRIL  29, 

1985 

utstanding — 

%  held 

by 

institutions 

indicated 
rate 

— Shares  o 

common 

stock 

(mil) 

t                  latest 
it             12  months 
rjn                 EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

%                $2.84 

S2.96E 

$3.10 

4% 

14 

very  high 

$0.64 

23% 

11% 

21.6 

43% 

3.16 

3.16 

3.13 

-1 

9 

average 

1.40 

44 

0 

16.1 

45 

2.13 

2.13 

2.51 

18 

5 

low 

0.74 

35 

10 

9.9 

27 

5.99 

5.99 

6.99 

17 

5 

high 

2.50 

42 

13 

19.6 

39 

3.53 

3.53 

4.74 

34 

16 

average 

3.18 

90 

3 

39.4 

43 

3.37 

3.37 

NA 

NA 

NA 

NA 

0.00 

NA 

NA 

7.2 

13 

4.12 

4.12 

4.57 

11 

17 

high 

2.16 

52 

9 

31.9 

38 

3.00 

3.00 

2.99 

0 

15 

low 

1.84 

61 

8 

33.2 

37 

4.81 

4.81 

5.61 

17 

5 

average 

2.10 

43 

5 

10.4 

38 

5.90 

5.90 

7.10 

20 

3 

very  high 

2.00 

34 

6 

5.2 

25 

3.89 

3.89 

3.51 

-10 

7 

average 

0.92 

24 

2 

4.6 

25 

4  43 

4.43 

4.36 

-2 

21 

high 

3.00 

68 

4 

174.0 

39 

1.22 

1.22 

1.51 

23 

27 

high 

0.24 

20 

22 

30.0 

58 

1.31 

1.31 

2.2S 

72 

25 

average 

0.00 

NA 

NA 

28.6 

55 

2.04 

2.61E 

2.91 

11 

14 

high 

0.87 

43 

15 

33.2 

26 

4.48 

4.48 

4.28 

-5 

22 

high 

2.40 

54 

12 

129.9 

31 

2.81 

2.81 

3.14 

11 

17 

average 

1.00 

36 

9 

25.8 

83 

5.07 

5.07 

5.37 

6 

18 

very  high 

2.32 

46 

7 

41.1 

28 

3.70 

3.70 

4.12 

11 

10 

low 

1.28 

35 

5 

21.8 

12 

1.14 

1.14 

1.07 

-6 

14 

very  low 

0.00 

NA 

NA 

88.1 

11 

4.34 

4.34 

4.83 

11 

5 

high 

2.04 

47 

9 

9.4 

12 

1.93 

1.93 

2.58 

34 

21 

very  low 

2.60 

135 

4 

49.9 

68 

-26.99 

-26.99 

0.51 

NM 

7 

low 

0.00 

NA 

7 

45.9 

8 

2.67 

2.67 

2.91 

9 

21 

high 

1.72 

64 

5 

71.8 

42 

0.81 

0.81 

3.20 

295 

15 

average 

0.72 

89 

32 

38.3 

51 

2.13 

2.13 

2.90 

36 

19 

low 

1.52 

71 

9 

42.1 

55 

4.57 

4.96 

0.25 

-95 

3 

very  low 

0.00 

0 

9 

18.2 

16 

6.30 

6.30 

6.91 

10 

14 

very  high 

2.08 

33 

10 

15.2 

30 

2.11 

2.11 

3.16 

50 

9 

average 

1.28 

61 

1 

42.3 

59 

3.09 

3.09 

3.41 

10 

22 

very  high 

0.34 

11 

10 

28.2 

44 

3.98 

3.98 

4.28 

8 

15 

high 

2.20 

55 

7 

48.6 

49 

3.06 

3.06 

3.30 

8 

14 

average 

0.00 

NA 

NA 

14.7 

70 

-15.93 

-15.93 

2.46 

NM 

3 

very  low 

0.40 

NM 

-14 

20.5 

76 

-0.38 

-0.38 

1.50 

NM 

3 

very  low 

0.00 

NA 

NA 

6.3 

9 

4.78 

4.78 

5.71 

19 

5 

very  high 

0.00 

NA 

NA 

11.5 

42 

2.61 

2.61 

3.84 

47 

13 

low 

1.00 

38 

-24 

27.2 

42 

3.15 

3.15 

3.54 

12 

24 

average 

1.04 

33 

5 

148.8 

49 

2.06 

2.06 

2.38 

16 

3 

average 

0.94 

46 

13 

7.1 

16 

0.91 

0.80E 

1.09 

36 

17 

average 

0.00 

NA 

NA 

29.9 

13 

1.93 

1.53 

2.15 

41 

2 

average 

0.56 

29 

8 

8.2 

21 

19.76 

19.76 

17.46 

-12 

10 

low 

2.20 

11 

3 

9.4 

66 

4.82 

4.82 

5.60 

16 

3 

average 

1.10 

23 

-6 

3.8 

53 

-1.32 

-1.32 

NA 

NA 

NA 

NA 

0.00 

NA 

NA 

3.1 

NA 

3.40 

1.40 

3.95 

16 

10 

average 

1.28 

38 

3 

56.3 

53 

9.02 

9.02 

10.24 

14 

17 

very  high 

4.24 

47 

24 

47.8 

53 

3.55 

3.08 

3.63 

18 

28 

low 

0.00 

NA 

NA 

24.4 

72 

4.45 

4.45 

5.05 

13 

1 

NA 

1.96 

44 

7 

4.6 

11 

2.68 

2.68 

3.24 

21 

25 

very  high 

0.74 

28 

10 

96.9 

58 

ces  William  O'Neit  &  Co. 

77je  Institutional  Brokers  Estimate  Sys 

tern  (Ilii'S),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan 

Data  on  clvski 

tie  from  Isys 

Corp  ;  Forbes 
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When  Federal  Express  absolutely,  positively 

had  to  expand  their  communications  system. 

almost  overnight,  BellSouth  delivered. 


The  phenomenal  growth  of 
Memphis-based  Federal  Express 
demanded  sophisticated  communi- 
cations services  to  handle  the  com- 
pany's increasing  load  of  sorting  and 
delivery  information. 

South  Central  Bell,  a  BellSouth 
operating  company,  was  ready  with 
the  right  services  and  equipment  to 
meet  the  state-of-the-art  needs  of 
Federal  Express.  These  complex 
needs  were  met  on  time,  with  exist- 
ing capital  programs  .while  protecting 
profitable  revenues. 

That's  because  BellSouth 
has  invested  over  $19  billion  in  the 
past  seven  years  to  build  an  ad- 
vanced communications  network 
that  would  meet  the  needs  of  current 
customers  and  new  customers  locat- 
ing in  the  region. 

An  advanced  telecommuni- 
cations network  already  in  place  is 
another  reason  why  BellSouth  is 
growing  profitably  in  the  booming 
Southeast. 

To  learn  more  about  BellSouth, 
ask  your  broker.  Or  write:  Mr.  L.E. 
Spradlin,  Director  of  Investor  Rela- 
tions, BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta, 
Georgia  30375.  Or  call  1-800- 
241-3419  (in  Georgia,  (404)  420-8130). 


BELLSOUTH 


Growing  with  the  Southeast. 


©  1985,  BellSouth  Corporation 
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The  Forbes  500s  on  Wall  Street 

Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  p 
12-m 
high 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 

Stock  pri 

onth 
low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price/  , 
sales    j 

Dayton  P&L/Dec 

DPL 

n 

19- 

11 

17- 

12 

15'/4 

9% 

91 

8-  4 

6.9 

7.0 

0.60    ] 

Deere/Oct 

DE 

n 

50- 

22 

34- 

25 

31'/8 

-6 

77 

NM-  6 

28.3 

26.2 

0.49 

Delmarva  Power  &  Lt/Dec 

DEW 

n 

24- 

10 

24- 

17 

23  Ya 

29 

107 

9-  6 

8.8 

8.6 

1.01 

Delta  Air  Lines/Jun 

DAL 

n 

51- 

16 

48- 

27 

45% 

27 

105 

NM-  5 

7.0 

7.9 

0.41 

Deluxe  Check  Printrs/Dec 

DLX 

n 

35- 

8 

35- 

18 

32% 

72 

143 

16-  5 

16.1 

14.1 

2.04 

Deposit  Guaranty  /Dec 

DEPS 

0 

44- 

21 

44- 

36 

42  V* 

1 

84 

9-  4 

8.6 

6.8 

0.51 

Detroit  Edison/Dec 

DTE 

n 

16- 

10 

16- 

12 

15% 

22 

101 

9-  5 

7.2 

7.1 

0.88    ] 

Diamond  Shamrock/Dec 

DIA 

n 

40- 

17 

23- 

17 

18 

-4 

79 

NM-  6 

10.1 

8.7 

0.50    j 

Digital  Equipment/Jun 

DEC 

n 

132- 

57 

126- 

77 

99% 

10 

91 

26-  9 

12.0 

12.2 

0.94    ] 

Digital  Switch/Dec 

DIGI 

o 

48- 

1 

30- 

.17 

22  Vi 

0 

82 

NM-13 

16.1 

11.4 

2.49    | 

Dillard  Dept  Stores/Jan 

DDSA 

a 

62- 

3 

62- 

22 

60 '/2 

157 

213 

17-  4 

16.7 

14.4 

0.33    j 

Walt  Disney/Sep 

DIS 

n 

85- 

41 

81- 

45 

79' k 

30 

108 

62-  9 

61.4 

18.4 

148    j 

Dominion  Bankshares/Dec 

DMBK 

0 

30- 

10 

30- 

19 

28% 

35 

112 

9-  4 

8.8 

7.6 

0.60    ] 

Dominion  Resources/Dec 

D 

n 

30- 

14 

30- 

21 

28'/: 

33 

110 

8-  5 

8.2 

8.0 

0.95    1 

RR  Donnelley  &  Sons/Dec 

DNY 

n 

55- 

12 

55- 

35 

52% 

43 

119 

16-  7 

15.1 

13.1 

1.11 

Dover/Dec 

DOV 

n 

43- 

17 

43- 

32 

35% 

10 

91 

18-  7 

12.7 

10.6 

0.98    | 

Dow  Chemical/Dec 

DOW 

n 

39- 

20 

33- 

26 

28% 

-6 

77 

36-  6 

10.2 

9.3 

0.48    j 

Dow  Jones/Dec 

Df 

n 

56- 

9 

51- 

36 

44W 

22 

101 

32-10 

22.0 

19.2 

2.95    j 

Downey  S&L/Dec 

DSL 

a 

14- 

3 

13- 

7 

11  Vs 

20 

100 

NM-  3 

4.3 

5.6 

0.22    ] 

Dresser  Industries/Oct 

DI 

n 

57- 

12 

23- 

15 

20 1/2 

-1 

81 

NM-  4 

15.5 

11.8 

0.41    j 

EI  Du  Pont/Dec 

DD 

n 

57- 

30 

55- 

43 

Si's 

8 

90 

14-  5 

8.7 

8.0 

0.35    | 

Duke  Power/Dec 

DUK 

n 

32- 

15 

32- 

23 

31% 

34 

111 

8-  5 

8.0 

7.8 

1.19 

Dun  &  Bradstieet/Dec 

DNB 

n 

73- 

17 

73- 

51 

71% 

25 

104 

26-10 

10.5 

18.2 

2.28  ij 

Duquesne  Light/Dec 

DQU 

n 

18- 

11 

16- 

12 

15'/2 

14 

95 

11-  5 

7.0 

6.5 

1.17  '' 

E-Systems/Dec 

ESY 

n 

45- 

7 

32- 

22 

27  W 

18 

98 

31-11 

13.5 

12.5 

0.99 

Eastern  Air  Lines/Dec 

EAL 

n 

13- 

4 

6- 

4 

■     5% 

-1 

81 

NM-NM 

NM 

71.9 

0.06 

Eastern  Gas  &  Fuel/Dec 

EFU 

n 

33- 

14 

29- 

21 

22  Va 

0 

83 

31-  5 

30.5 

8.3 

0.39 

Eastman  Kodak/Dec 

EK 

n 

98- 

44 

78- 

60 

67% 

3 

86 

27-  7 

11.8 

10.3 

0.99 

Eaton/Dec 

ETN 

n 

60- 

20 

60-  38 

52'/» 

7 

89 

NM-  4 

6.6 

6.2 

0.48 

Jack  Eckerd/lul 

ECK 

n 

35- 

13 

33- 

20 

29 

17 

97 

19-  8 

12.1 

11.0 

0.39 

EG&G/Dec 

EGG 

n 

40- 

12 

40- 

26 

37  Yi 

33 

110 

26-11 

19.9 

16.6 

0.94 

El  Paso  Electric/Dec 

ELPA 

0 

16- 

8 

15- 

10 

14% 

25 

104 

6-  4 

5.0 

4.9 

1.47 

Emerson  Electric/Sep 

EMR 

n 

78- 

30 

78- 

58 

73 

19 

99 

15-  8 

13.9 

12.2 

1.16 

Emhart/Dec 

EMH 

ri 

32- 

11 

32- 

25 

26% 

0 

83 

10-  4 

8.2 

7,3 

0.41 

Engelhard/Dec 

EC 

n 

45- 

17 

33- 

23 

28  Vi 

-11 

73 

25-  6 

16.6 

10.1 

0.31 

Enserch/Dec 

ENS 

n 

40- 

16 

30- 

18 

29'/k 

45 

120 

21-  5 

17.4 

15.2 

0.46 

Equimark/Dec 

EQK 

n 

12- 

3 

7- 

3 

6M 

53 

127 

NM-  4 

NM 

61.3 

0.10 

Equitable  Bancorp/Dec 

EBNC 

0 

24- 

5 

24- 

16 

21 W 

32 

111) 

16-  4 

8.4 

6.9 

0.43 

Equitable  Resources/Dec 

EQT 

n 

42- 

9 

42- 

29 

38V8 

14 

95 

10-  3 

6.2 

6.4 

0.84  ij 

Ethyl/Dec 

EY 

n 

19- 

5 

19- 

10 

18  Vi 

56 

130 

12-  4  ' 

11.5 

9.4 

1.42 

Evans  Products/Dec 

QEVY 

n 

24- 

2 

8- 

2 

2'/4 

-64 

29 

NM-  4 

NM 

NM 

0.00 

Exxon/Dec 

XON 

n 

50- 

25 

50- 

37 

49% 

31 

109 

8-  4 

7.3 

7.2 

0.43 

Farm  &.  Home  Sav/Dec 

FAHS 

0 

28- 

12 

28- 

14 

27% 

96 

163 

71-17 

42.8 

28.2 

0.64   ' 

Farm  House  Foods/Mar 

FHFC 

0 

7- 

2 

5- 

3 

4% 

-2 

81 

NM-  4 

5.1 

21.9 

0.03 

Farmers  Group/Dec 

FGRP 

o 

60- 

23 

60- 

34 

55% 

52 

126 

12-   7 

11.7 

10.6 

2.12 

Federal  Co/May 

FFF 

n 

38- 

13 

38- 

30 

34% 

3 

86 

13-  6 

6.7 

8.3 

0.21 

Federal  Express/May 

FDX 

n 

49- 

10 

45- 

28 

35% 

10 

91 

29-  9 

22.4 

11.8 

0.98 

Fedl  Natl  Mortgage/Dec 

FNM 

n 

30- 

6 

19- 

11 

16 1/4 

7 

89 

NM-  8 

NM 

15.2 

0.12 

•Range  is  for  less  than  5  years.     NA             u 

able  or  no 

applicable.     NM:  not  meaningful. 

E:  estimate 

Stock  prices  as  of  Mar. 

22,  1985. 
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H^n§n  x;$$M&? !    ■  UMI '       .  aHHf 

indicated 
rate 

utstanding — 

%  held 

by 

institutions 

et                 latest 
fit            12  months 
gin                  EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year            common 
growth              stock 
rate                   (mil) 

1%                $2.20 

$2.20 

$2.18 

-1% 

12 

average 

$2.00 

91% 

4%                  39.6 

16% 

1.10 

1.43 

1.19 

-17 

25 

very  low 

1.00 

91 

-19                      67.8 

61 

1                      2.63 

2.63 

2.71 

3 

19 

high 

1.92 

70 

5                      30.3 

21 

\                      6.50 

4.42 

5.73 

30 

19 

low 

0.80 

12 

-3                      40.0 

59 

J                     2.01 

2.01 

2.30 

14 

15 

very  high 

0.92 

46 

41                      43.3 

48 

J                      4.89 

4.89 

6.18 

26 

4 

average 

2.20 

45 

8                        3.2 

12 

1                      2.20 

2.20 

2.22 

1 

16 

average 

1.68 

76 

-2                    138.8 

20 

I                      1.78 

1.78 

2.08 

17 

19 

low 

1.76 

99 

2                    125.2 

34 

1                     8.28 

5.73 

8.20 

43 

35 

low 

0.00 

NA 

NA                      58.1 

82 

1                      1.40 

1.40 

1.98 

41 

21 

average 

0.00 

NA 

NA                     38.9 

35 

1                      3.63 

3.63 

4.20 

16 

4 

average 

0.20 

6 

15                      13.9 

29 

i                     1.30 

0.61 

4.33 

610 

21 

low 

1.20 

92 

34                     33.0 

26 

)                     3.25 

3.25 

3.78 

16 

8 

very  high 

1.20 

37 

4                        9.9 

23 

1                      3.46 

3.46 

3.56 

3 

23 

high 

2.72 

79 

5                      87.1 

24 

t                     3.50 

3.50 

4.02 

15 

9 

very  high 

1.16 

33 

15                      38.3 

65 

1                      2.82 

2.82 

3.38 

20 

8 

high 

0.82 

29 

12                      35.6 

40 

1                      2.83 

2.83 

3.12 

10 

27 

low 

1.80 

64 

2                    192.3 

46 

1                      2.01 

2.01 

2.31 

15 

16 

high 

0.78 

39 

14                      64.3 

31 

2.58 

2.58 

2.00 

-22 

1 

NA 

0.00 

NA 

NA                        4.7 

10 

)                      1.32 

1.24 

1.74 

40 

29 

low 

0.80 

61 

8                      74.8 

62 

)                      5.93 

5.93 

6.48 

9 

27 

high 

3.00 

51 

-1                    239.6 

34 

J                     3.98 

3.98 

4.09 

3 

22 

high 

2.48 

62 

5                    100.9 

45 

1                     6.86 

6.86 

3.95 

-M 

14 

very  high 

1.88 

27 

16                      76.1 

67 

1                     2.21 

2.21 

2.37 

7 

10 

average 

2.06 

93 

4                      64.5 

8 

i                      2.02 

2.02 

2.18 

8 

23 

average 

0.50 

25 

23                      29.7 

39 

1                  -1.53 

-1.53 

0.08 

NM 

13 

very  low 

0.00 

NA 

NA                      43.4 

3 

1                     0.73 

0.73 

2.66 

266 

11 

average 

1.30 

178 

8                      22.9 

49 

5.71 

5.71 

6.54 

15 

22 

average 

3.75 

66 

2                    155.6 

53 

7.85 

7.85 

8.40 

7 

15 

average 

1.20 

15 

-16                     32.6 

60 

2.40 

2.27 

2.64 

16 

16 

high 

1.04 

43 

8                      37.6 

53 

)                      1.88 

1.88 

2.26 

20 

12 

high 

0.48 

26 

11                      26.8 

41 

)                     2.88 

2.88 

2.91 

1 

7 

average 

1.46 

51 

5                      33.4 

15 

t                     5.27 

5.10 

5.97 

17 

18 

high 

2.60 

49 

9                      68.5 

56 

)                      3.27 

3.27 

3.67 

12 

6 

average 

1.40 

43 

5                      27.6 

44 

1                      1.72 

1.72 

2.83 

65 

8 

low 

0.72 

42 

29                      26.9 

32 

I                      1.67 

1.67 

1.91 

14 

17 

average 

1.60 

96 

8                      55.4 

46 

1                    -9.14 

-9.14 

0.10 

NM 

1 

NA 

0.00 

NA 

NA                        5.0 

9 

2.56 

2.56 

3.13 

22 

2 

very  high 

0.84 

33 

27                        7.2 

21 

t                      6.20 

6.20 

6.07 

-2 

9 

average 

1.72 

28 

27                      12.0 

31 

I                      1.61 

1.61 

1.97 

22 

20 

average 

0.56 

35 

5                      64.5 

43 

I                    -6.96 

-5.00E 

-5.50E 

NM 

2 

low 

0.00 

NA 

NA                      13.8 

56 

6.77 

6.77 

6.84 

1 

35 

high 

3.40 

50 

4                    798.6 

32 

i                      0.64 

0.64 

0.97 

52 

2 

very  low 

0 

NA 

NA                        6.9 

NA 

i                      0.86 

-0.1 5E 

0.20 

NM 

1 

NA 

0.00 

NA 

NA                        8.6 

3 

1                      4.76 

4.76 

5.28 

11 

18 

very  high 

1.76 

37 

11                      34.0 

54 

!                     5.15 

4.06E 

4.17 

3 

5 

low 

1  64 

32 

11                        8.1 

25 

I                      1.60 

1.45E 

3.04 

110 

12 

low 

0.00 

NA 

NA                      46.7 

61 

I                    -0.87 

-0.87 

1.07 

NM 

19 

very  low 

0.16 

NM 

-35                      65.8 

59 

*ces:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBF.S),  a . 

ervice  of  Lynch,  J 

mes  &  Kyai 

via  Micro/Scan 

Data  on  diskette  from  Isys 

Corp ,  Forbfs 
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Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  p 
12-m 
high- 

—Stock  performance^ — 
— latest  12  months — 
price       relative  to 
change         market 

Stock  pi 

price/earnings- 
latest 
12  months 

ice  ratios- 

>nth 
low 

recent 

5-year 
high-low 

1985 
est 

price/  h 
sales 

Federated  Dept  Stts/Jan 

FDS 

n 

69- 

21 

58- 

43 

555/8 

14% 

95 

11-  4 

8.2 

8.2 

0.28  ] 

Fidelcor/Dec 

FICR 

0 

52- 

9 

52- 

36 

48% 

30 

108 

7-  3 

6.6 

6.3 

0.40  j 

Fifth  Third  Bancorp/Dec 

FITB 

0 

44- 

12 

44- 

32 

42% 

34 

111 

9-  4 

8.8 

7.8 

0.88   ] 

Fin  Corp  of  America/Dec 

FIN 

n 

33- 

2 

18- 

4 

7V» 

-58 

34 

NM-  3 

NM 

3.3 

0.08  I 

Fin  Cp  Santa  Barbara/Dec 

FSB 

n 

19- 

3 

8- 

3 

35/8 

-51 

40 

NM-  6 

NM 

14.5 

0.05  ] 

Firestone/Oct 

FIR 

n 

24- 

6 

20- 

16 

18'/8 

2 

85 

NM-  4 

9.1 

9.1 

0.20  | 

First  Alabama  Bshs/Dec 

FABC 

0 

25- 

9 

25- 

17 

25'/x 

40 

116 

9-  4 

8.8 

7.9 

1.04  ] 

First  American/Dec 

FATN 

0 

29- 

8 

29- 

18 

28V. 

47 

122 

9_*  4 

8.4 

7.5 

0.72  ] 

First  Atlanta/Dec 

FAC 

n 

19- 

3 

19- 

13 

181/2 

21 

100 

8-  3 

8.4 

7.8 

0.64  j 

First  Bank  System/Dec 

FBS 

n 

35- 

14 

35- 

21 

82  Va 

24 

103 

8-  4 

7.8 

7.0 

0.37  j 

First  Boston/Dec 

FBC 

n 

71- 

5 

71- 

34 

66% 

73 

144 

9-  2 

10.7 

8.4 

0.41  ] 

First  Chicago/Dec 

FNB 

n 

28- 

11 

27- 

19 

227/s 

-6 

77 

23-  4 

19.2 

5.6 

0.24 

First  Citizens/Dec 

— 

— 

2300-340 

2300-1600 

2050 

NA 

NA 

NA-NA 

7.1 

NA 

0.81  j 

First  City  Bancorp/Dec 

FBT 

n 

41- 

13 

20- 

13 

14% 

-24 

62 

22-  4 

7.5 

6.0 

0.27  j 

First  Columbia  Fincl/Dec 

FCLF 

0 

21- 

3* 

18- 

10 

15% 

17 

97 

NM-  3* 

6.9 

NA 

0.13  j 
j 

First  Empire  State/Dec 

FEMP 

0 

49- 

9 

49- 

31 

48% 

52 

126 

21-  3 

7.9 

7.4 

0.51  | 

First  Executive/Dec 

FEXC 

o 

19- 

1 

15- 

8 

14% 

20 

100 

20-  4 

12.5 

10.3 

0.36  j 

First  Federal  Mich/Dec 

FFOM 

0 

15- 

6 

15- 

6 

14% 

98 

164 

4-  2 

5.2 

5.0 

0.14:] 

First  Federal  S&L/Dec 

FED 

n 

21- 

10* 

21- 

11 

18% 

68 

140 

10-  4* 

6.6 

6.0 

0.25  | 

First  Florida  Banks/Dec 

FFBK 

0 

24- 

4 

24- 

17 

23 

25 

104 

10-  3 

9.4 

8.2 

1.03! 

First  Hawaiian/Dec 

FHWN 

o 

31- 

11 

31- 

20 

28 

35 

112 

8-  4 

7.7 

7.1 

0.63  • 

First  Interstate/Dec 

I 

n 

48- 

22 

48-  30 

46  Va 

20 

100 

8-  4 

7.5 

6.9 

0.39  J 

First  Kentucky  Natl/Dec 

FKYN 

o 

29- 

7 

29- 

18 

28 

45 

120 

11-  4 

10.6 

9.6 

1.03' 

First  Maryland  Bncp/Dec 

FMDB 

o 

34- 

13 

34- 

22 

33% 

43 

119 

9-  3 

8.8 

7.6 

0.47" 

First  National  Cine/Dec 

FNAC 

o 

54- 

20 

54- 

38 

52 

25 

104 

9-  4 

8.7 

7.8 

0.87  j 

First  Natl  State  Bcp/Dec 

FNS 

n 

50- 

16 

50- 

31 

■    48% 

25 

104 

8-  3 

7.3 

6.5 

0.48- 

First  Natl  Supermkts/Mar 

FOOD 

0 

24- 

4 

18- 

8 

15  !/2 

88 

156 

NM-  2 

NM 

7.8 

0.03' 

First  of  America  Bnk/Dec 

FABK 

0 

30- 

8 

30- 

18 

29 l, 

46 

121 

7-  3 

6.5 

6.5 

0.41 

First  Oklahoma  Bncp/Dec 

FOKL 

o 

27- 

8 

15- 

8 

9'/8 

-25 

61 

NM-  5 

NM 

7.3 

0.27 

First  Pennsylvania/Dec 

FPA 

n 

9- 

2 

8- 

5 

7 

6 

88 

NM-NM 

NM 

11.7 

0.21  j 

First  Security/Dec 

FSCO 

0 

28- 

14 

26- 

15 

235/s 

6 

88 

16-  4 

12.4 

9.4 

0.48' 

First  Tennessee  Natl/Dec 

FTEN 

0 

36- 

10 

36- 

21 

35  Vs 

56 

130 

9-  4 

8.6 

7.8 

0.65 

First  Union/Dec 

FUNC 

0 

40- 

7 

40- 

23 

37'/. 

48 

123 

9-  3 

8.6 

7.7 

0.89- 

First  Virginia  Banks/Dec 

FVB 

n 

22- 

6 

22- 

15 

21% 

31 

109 

9-  4 

8.9 

8.0 

0.97 

First  Wisconsin/Dec 

FWB 

n 

28- 

10 

28- 

16 

26% 

26 

105 

8-  3 

7.7 

6.5 

0.38- 

Fleet  Financial/Dec 

FLT 

n 

34- 

8 

34- 

20 

32 

34 

111 

9-  3 

8.2 

7.6 

0.68' 

Fleetwood  Enterprises/ Apr 

FLE 

n 

42- 

3 

29- 

14 

21 W 

-11 

73 

45-14 

8.4 

7.5 

0.36 

Fleming  Cos/Dec 

FLM 

n 

39- 

8 

39- 

22 

38  Vs 

56 

130 

14-  5 

14.1 

12.5 

0.14 

Florida  Federal  S&L/Jun 

FLFE 

0 

21- 

13 

20- 

13 

17% 

12 

93 

NA-  7 

18.6 

14.1 

0.33 

Florida  Natl  Banks/Dec 

FNBF 

0 

35- 

S 

35- 

24 

34 '/, 

30 

108 

17-  5 

10.2 

9.4 

0.70 

Florida  Progress/Dec 

FPC 

n 

25- 

12 

25- 

19 

24>/4 

26 

105 

9-  4 

8.9 

8.4 

0.79 

Fluor/Oct 

FLR 

n 

71- 

12 

23- 

15 

18% 

-13 

71 

67-  5 

NM 

141.3 

0.34 

FMC/Dec 

FMC 

n 

68- 

22 

68- 

43 

62% 

46 

121 

56-  5 

51.4 

7.5 

0.46 

Food  Lion/Dec 

FDLNB 

0 

18- 

3 

18- 

9 

16% 

58 

131 

34-  9 

23.4 

19.3 

0.60 

Ford  Motor/Dec 

F 

n 

51- 

11 

51- 

33 

42% 

18 

98 

NM-  2 

2.7 

3.0 

0.15 

Fort  Howard  Paper/Dec 

FHP 

n 

68- 

18 

68- 

48 

66 

30 

108 

17-  8 

15.6 

13.3 

1.56 

Foster  Wheeler/Dec 

FWC 

n 

31- 

10 

15- 

10 

14  Va 

0 

82 

18-  5 

13.8 

13.3 

0.37 

FPL  Group/Dec 

FPL 

n 

23- 

11 

23- 

18 

21% 

18 

98 

9-  5 

8.3 

7.8 

0.65    ' 

•Range  is  for  less  than  5  years.     NA:  not  available  or  no 

applicable.     NM:  not  meaningful. 

E:  estimate 

.     Stock  prices  as  of  Mar 

22,  1985. 

■ 
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FORBES, 

APRIL  29, 

1985 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock                by 
(mil]       institutions 

et                  latest 
ifit            12  months 
gin                 EPS 

1984 
EPS 

estimated 
1985 
EPS 

payout 
ratio 

5-year 

growth 

rate 

4%                $6.77 

$6.77 

$6.79 

0% 

25 

high 

$2.40 

36% 

7% 

48.6 

61% 

5                      7.38 

7.3S 

7.70 

4 

9 

high 

2.40 

33 

59 

5.3 

42 

1                     4.87 

4.87 

5.46 

12 

4 

very  high 

1.47 

30 

11 

7.5 

29 

1                 -15.84 

-15.84 

2.15 

NM 

6 

very  low 

0.20 

NM 

48 

38.8 

15 

1                   -4.93 

-4.93 

0.25 

NM 

1 

NA 

0.00 

NA 

NA 

4.4 

7 

1                      1.99 

1.68 

2.00 

19 

10 

low 

0.80 

40 

22 

43.1 

47 

2.84 

2.84 

3.20 

13 

8 

very  high 

1.12 

39 

9 

15.4 

37 

?                     3.44 

3.44 

3.83 

11 

5 

high 

1.10 

32 

8 

9.2 

21 

2.21 

2.21 

2.38 

8 

12 

high 

0.68 

31 

18 

25.5 

30 

4.15 

4.15 

4.62 

11 

20 

average 

1.60 

39 

7 

27.3 

63 

J                      6.22 

6.22 

7.98 

28 

3 

very  high 

2.60 

42 

24 

12.4 

28 

1.19 

1.19 

4.11 

245 

24 

average 

1.32 

111 

3 

46.9 

60 

J                 288.25 

288.25 

NA 

NA 

NA 

NA 

10.00 

3 

8 

0.1 

NA 

!                     1.97 

1.97 

2.45 

24 

17 

low 

1.30 

66 

9 

32.3 

35 

?                      2.28 

2.28 

4.10 

80 

1 

NA 

0.00 

NA 

NA 

2.5 

27 

5                      6.07 

6.07 

6.50 

7 

1 

NA 

1.20 

20 

54 

2.8 

9 

1.15 

1.15 

1.39 

21 

8 

average 

0.00 

NA 

NA 

44.3 

21 

2.76 

2.76 

2.87 

4 

1 

NA 

0.00 

NA 

NA 

9.9 

50 

1                      2.88 

2.88 

3.13 

9 

4 

low 

0.60 

20 

NA 

6.3 

14 

2.45 

2.45 

2.80 

14 

4 

high 

0.40 

16 

2 

15.6 

20 

3.62 

3.62 

3.95 

9 

1 

NA 

1.40 

39 

5 

6.7 

24 

6.16 

6.16 

6.67 

8 

24 

very  high 

2.34 

38 

6 

42.0 

64 

2.64 

2.64 

2.93 

11 

8 

very  high 

1.00 

38 

12 

13.4 

54 

3.85 

3.85 

4.44 

15 

4 

high 

1.60 

42 

6 

6.1 

14 

)                    6.00 

6.00 

6.70 

12 

3 

very  high 

2.48 

41 

6 

5.0 

19 

6.67 

6.67 

7.41 

11 

6 

average 

2.88 

43 

8 

10.7 

15 

[                    -2.44 

0.50E 

2.00 

300 

1 

NA 

0.02 

NM 

NA 

2.6 

16 

1                       4.58 

4.58 

4.55 

-1 

2 

high 

1.20 

26 

5 

6.7 

20 

I                  -2.90 

-2.90 

1.25 

NM 

2 

very  low 

0.00 

NA 

NA 

9.8 

50 

I                  -0.13 

-0.13 

0.60 

NM 

5 

very  low 

0.00 

NA 

NA 

17.4 

22 

1.90 

1.90 

2.51 

32 

5 

average 

1.10 

58 

5 

12.1 

32 

4.10 

4.10 

4.51 

10 

7 

average 

1.60 

39 

15 

9.3 

14 

4.33 

4.33 

4.85 

12 

19 

very  high 

1.12 

26 

8 

19.8 

35 

2.44 

2.44 

2.69 

10 

8 

very  high 

0.84 

34 

12 

14.3 

15 

1                      3.40 

3.40 

4.05 

19 

6 

average 

1.20 

35 

8 

8.5 

34 

•                     3.89 

3.89 

4.21 

8 

13 

high 

1.32 

34 

9 

15.3 

45 

i                     2.52 

2.43E 

2.80 

15 

9 

low 

0.36 

14 

6 

23.3 

37 

•                      2.70 

2.70 

3.04 

13 

11 

high 

0.88 

34 

12 

19.8 

34 

0.95 

1.61 

1.25 

-22 

2 

very  low 

0.20 

21 

NA 

9.3 

12 

3.37 

3.37 

3.68 

9 

2 

high 

0.72 

21 

9 

11.9 

36 

2.71 

2.71 

2.88 

6 

18 

high 

2.16 

so 

7 

43.7 

31 

-0.61 

0.01 

0.13 

1,200 

13 

very  low 

0.40 

NM 

-8 

79.0 

28 

1.21 

1.21 

8.35 

590 

11 

average 

2.20 

182 

6 

24.9 

49 

0.71 

0.71 

0.86 

21 

5 

very  high 

0.07 

10 

12 

52.6 

5 

15.79 

15.79 

14.44 

-9 

17 

low 

2.00 

13 

199 

186.1 

60 

4.22 

4.22 

4  96 

18 

21 

high 

1.64 

39 

19 

31.7 

42 

1.03 

1.03 

1.07 

4 

9 

average 

0.44 

43 

4 

34.3 

33 

2.62 

2.62 

2.79 

6 

22 

high 

1.88 

72 

9 

115.9 

47 

*ces  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch, 

Jones  &  Rym 

via  Micro/Scan  Data  on  diskette  from  /sys 

Corp  -  FORBBS 

FORBES,  APRIL  29,  1985 
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The  Forbes  500s  on  Wall  Street 

Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  price— 
12-month 
high-low 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 



5-year 
high-low 

Stock  pri 

recent 

latest 
12  months 

1985 
est 

price/ ' 
sales 

Freeport-McMoRan/Dec 

FTX 

n 

41-  12* 

25-   14 

20% 

-15% 

70 

25- 

7* 

15.4 

11.3 

1.64    | 

Fruehauf/Dec 

FTR 

n 

34-  10 

29-   19 

23  Va 

-7 

76 

NM- 

5 

5.5 

4.8 

0.16  ] 

Gannett/Dec 

GCI 

n 

59-  17 

59-  36 

58'/4 

60 

133 

21- 

9 

20.8 

17.4 

2.38  \ 

GATX/Dec 

GMT 

n 

43-  20 

38-  26 

33  % 

14 

95 

NM- 

5 

14.2 

11.8 

0.53  j 

Geico/Dec 

GEC 

n 

78-     8 

78-  49 

75  Vi 

35 

112 

15- 

3 

14.8 

13.0 

1.42  ] 

Gelco/Jul 

GEL 

n 

37-  13 

19-  13 

18  Va 

7 

89 

NM- 

3 

13.5 

10.8 

0.26 

GenCorp/Nov 

GY 

n 

41-  11 

41-  30 

40'/4 

22 

101 

NM- 

5 

NM 

9.5 

0.32  j 

General  Cinema/Oct 

GCN 

n 

35-     4 

35-   17 

33 

83 

152 

15- 

7 

10.8 

14.5 

0.87 

General  Dynamics/Dec 

GD 

n 

84-  19 

84-  44 

73 

58 

131 

19- 

7 

9.0 

7.3 

0.40 

General  Electric/Dec 

GE 

n 

65-  22 

65-  48 

61% 

20 

100 

14- 

7 

12.3 

11.0 

1.01   1 

General  Foods/Mar 

GF 

n 

62-  24 

62-  45 

6P/2 

28 

106 

10- 

5 

9.2 

8.8 

0.33 
1 

General  Host/Jan 

GH 

n 

15-     3 

15-     8 

127/8 

39 

115 

62- 

2 

2.6 

7.1 

0.43  i 

General  Mills/May 

GIS 

n 

60-  21 

60-  46 

56% 

23 

102 

14- 

6 

13.6 

10.3 

0.45  j 
1 

General  Motors/Dec 

GM 

n 

85-  34 

85-  61 

73% 

15 

96 

NM- 

4 

5.2 

4.6 

0.28  j 

General  Public  Utils/Dec 

GPU 

n 

13-     3 

13-     7 

1 1% 

47 

122 

30- 

5 

5.7 

6.2 

0.27   I 

General  Re/Dec 

GRN 

n 

76-  20 

76-  46 

74 '/« 

29 

107 

47- 

6 

46.3 

19.2 

1.81 

General  Signal/Dec 

GSX 

n 

54-  28 

54-  40 

46  Vi 

3 

86 

17- 

7 

12.1 

9.9 

0.74  1 

Genuine  Parts/Dec 

GPC 

n 

36-  13 

36-  24 

33 

29 

107 

17- 

9 

15.0 

13.0 

0.78  •] 

Georgia  Federal  Bank/Dec 

GFED 

0 

13-     7 

13-     7 

l2Vi 

22 

101 

27- 

18 

27.2 

8.1 

0.39  ; 

Georgia-Pacific/Dec 

GP 

n 

32-  13 

27-   18 

22 '/« 

-A 

79 

57- 

5 

22.8 

7.6 

0.34 11 

Giant  Food/Feb 

GFSA 

a 

35-     4 

35-  21 

341/2 

56 

130 

10- 

4 

12.0 

10.4 

0.25  i 

Gibraltar  Financial/Dec 

GFC 

n 

16-     3 

11-     6 

97/8 

11 

92 

NM- 

3 

5.2 

4.3 

0.17". 

Gillette/Dec 

GS 

n 

60-  18 

60-  43 

S8V2 

22 

101 

12- 

5 

11.3 

10.3 

0.79'' 

Glendale  Federal  S&L/lun 

GLEN 

0 

14-     7 

12-     7 

97/8 

8 

90 

8- 

3 

4.5 

4.3 

0.16- 

Golden  West  Finl/Dec 

GDW 

n 

31-     5 

28-   11 

26% 

56 

130 

NM- 

3 

6.8 

6.1 

0.53  1 

BF  Goodrich/Dec 

GR 

n 

44-  16 

36-  25 

'    29% 

-9 

75 

NM- 

4 

11.7 

8.0 

0.19 

Goodyear/Dec 

GT 

n 

37-  11 

29-  23 

26  Vi 

1 

84 

14- 

5 

6.8 

6.4 

0.28  v 

Gould/Dec 

GLD 

n 

44-  19 

32-   19 

23% 

-20 

66 

64- 

6 

58.4 

10.7 

0.74- 

WR  Grace/Dec 

GRA 

n 

64-  29 

45-   37 

40% 

0 

S3 

16- 

5 

10.2 

9.3 

0.29 

WW  Grainger/Dec 

GWW 

n 

69-  25 

69-  47 

62'/2 

15 

96 

20- 

8 

13.1 

11.5 

0.85 

Gr  Amer  Fst  Savings/Dec 

GTA 

n 

16-     8* 

16-     8 

14 

32 

110 

9- 

3* 

8.6 

NA 

0.25^ 

Great  Atl  &  Pac  Tea/Feb 

GAP 

n 

18-     4 

18-  13 

16% 

21 

100 

NM- 

11 

12.4 

13.4 

0.11 

Great  Lakes  Fedl  S&L/Dec 

GLFS 

0 

11-     6* 

11-     6 

9% 

32 

110 

7- 

3* 

4.5 

3.5 

0.14); 

Gt  Northern  Nekoosa/Dec 

GNN 

n 

43-   19 

43-  31 

34% 

-13 

71 

13- 

5 

7.6 

7.8 

0.47* 

Gt  Western  Financial/Dec 

GWF 

n 

32-  10 

29-  17 

25% 

33 

110 

NM- 

5 

9.9 

6.7 

0.36 

Greyhound/Dec 

G 

n 

29-   13 

29-   19 

27% 

12 

93 

19- 

5 

10.9 

8.8 

0.60 

Grumman/Dec 

GQ 

n 

34-     9 

30-  22 

26% 

17 

97 

28- 

6 

7.3 

5.7 

0.29 

GTE/Dec 

GTE 

n 

48-  22 

45-  36 

40% 

12 

93 

10- 

6 

7.7 

6.9 

0.57" 

Guarantee  Find  Cal/Dec 

GFCC 

0 

10-    3 

7-     5 

6'.'; 

0 

83 

NM- 

4 

13.0 

6.8 

0.14 

Gulf  &  Western  Inds/Jul 

GW 

n 

35-  11 

35-  25 

32% 

6 

88 

14- 

3 

9.0 

10.0 

0.53 

Gulf  States  Utils/Dec 

GSU 

n 

16-     9 

14-   10 

13% 

12 

93 

7- 

4 

5.9 

5.9 

0.83 

Halliburton/Dec 

HAL 

n 

87-  21 

44-  26 

29% 

-27 

60 

20- 

4 

10.4 

9.5 

0.60 

Hammermill  Paper/Dec 

HML 

n 

37-   13 

37-  26 

30% 

-2 

81 

23- 

4 

8.0 

7.1 

0.23 

Harris  Corp/Jun 

HRS 

n 

60-  20 

35-  23 

27% 

0 

82 

29- 

8 

12.2 

12.2 

0.51 

Hartford  National/Dec 

HNAT 

0 

30-     7 

30-  19 

28% 

30 

108 

9- 

3 

7.5 

6.6 

0.65 

HI  Heinz/ Apr 

HNZ 

n 

49-   12 

49-  32 

48 

39 

115 

13- 

6 

12.7 

11.2 

0.80 

Hercules/Dec 

HPC 

n 

43-  15 

37-  27 

32  Vt 

-1 

81 

18- 

5 

9.1 

7.7 

0.67 

Hershey  Foods/Dec 

HSY 

n 

42-   10 

42-  28 

42 

46 

121 

12- 

4 

12.1 

10.7 

0.70 

•Range  is  for  less  than  5  years.     NA:  not  available  or  not  applicable.     NM:  not  meaningful 

E:  estimate 

Stock  prices  as  of  Mar 

22,  1985. 
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latest 

12  months 

EPS 


$1.32 


4.31 


2.80 


2.37 


5.11 


1.35 


0.32 


6.69 


1984 
EPS 


-Earnings 

estimated 
1985 
EPS 


%  change 

'85  vs  '84 

EPS 


number 

of 
analysts 


confidence 
factor  on 
estimate 


indicated 
rate 


-Dividends- 


payout 
ratio 


5-year 

growth 

rate 


$1.32 


$1.80 


36% 


15 


$0.60 


46% 


2% 


4.31 


4.94 


15 


average 


0.60 


14 


^tl 


2.80 


3.34 


19 


20 


very  high 


.48 


53 


2.37 


2.86 


21 


average 


1.20 


51 


-14 


5.11 


5.82 


14 


16 


high 


1.00 


20 


20 


0.94- 


1.69 


80 


average 


0.56 


42 


-12 


0.32 


4.24 


NM 


average 


1.47 


NM 


6.22E 


6.98 


12 


20 


very  high 


2.50 


37 


—Shares  outstanding — 
common       %  held 
stock  by 

(mil]       institutions 


67.7 


19.0 


80.1 


13.3 


18.8 


13.8 


21.9 


50.4 


30% 


64 


74 


65 


68 


62 


41 


3.06 

2.94 

2.28 

-22 

14 

very  high 

0.40 

13 

14 

24.6 

50 

8.08 

8.08 

10.03 

24 

30 

average 

1.00 

12 

6 

44.4 

31 

5.03 

5.03 

5.61 

12 

21 

very  high 

2.20 

42 

9 

453.3 

49 

55 


4.87 


4.87 


1.81 


-63 


low 


0.30 


17 


18.9 


47 


4.18 


4.70E 


5.51 


17 


18 


average 


2.24 


54 


12 


44.3 


64 


14.22 

14.22 

16.09 

13 

19 

average 

5.00 

35 

16 

317.5 

39 

2.05 

2.05 

1.91 

-7 

10 

low 

0.00 

NA 

NA 

62.9 

20 

1.60 

1.60 

3.87 

142 

21 

low 

1.56 

44 

21 

45.1 

82 

3.80 

3.80 

4.67 

23 

13 

very  high 

1.80 

47 

6 

28.6 

53 

2.20 

2.20 

2.54 

15 

18 

very  high 

1.18 

54 

10 

54.3 

59 

0.46 

0.46 

1.55 

137 

2 

average 

0.00 

NA 

NA 

7.9 

NA 

0.97 

0.97 

2.90 

199 

18 

average 

0.80 

32 

-18 

102.5 

51 

2.87 

2.96E 

3.31 

12 

6 

very  high 

0.80 

28 

20 

14.8 

26 

1.89 

1.89 

2.28 

21 

12 

very  low 

0.00 

NA 

NA 

16.6 

24 

5.18 

5.18 

5.69 

10 

17 

high 

2.60 

50 

8 

30.8 

58 

2.19 

2.03 

2.31 

14 

6 

low 

0.00 

NA 

NA 

21.0 

14 

3.91 

3.91 

4.35 

11 

17 

low 

0.20 

5 

NA 

20.7 

54 

2.52 

2.52 

3.69 

46 

12 

average 

1.56 

62 

0 

22.4 

71 

3.87 

3.87 

4.15 

7 

12 

average 

1.60 

41 

4 

106.1 

65 

0.40 

0.40 

2.19 

448 

17 

average 

0.68 

170 

-16 

44.2 

56 

4.02 

4.02 

4.41 

10 

15 

average 

2.80 

70 

6 

48.5 

31 

4.76 

4.76 

5.44 

14 

19 

very  high 

1.24 

26 

6 

14.4 

57 

1.62 

1.62 

NA 

NA 

NA 

NA 

0.40 

25 

NA 

12.5 

9 

1.35 

1.05E 

1.25 

19 

1 

NA 

0.00 

NA 

NA 

37.6 

20 

2.17 

2.17 

2.75 

27 

1 

NA 

0.00 

NA 

NA 

3.2 

26 

4.60 

4.60 

4.50 

-2 

14 

low 

1.52 

33 

6 

25.0 

61 

2.60 

2.60 

3.84 

48 

17 

low 

0.88 

34 

-5 

40.0 

62 

2.56 

2.56 

3.15 

23 

12 

low 

1.20 

47 

0 

47.6 

36 

3.62 

3.62 

4.64 

28 

19 

average 

1.00 

28 

8 

28.6 

31 

5.32 

5.32 

5.93 

11 

28 

high 

3.08 

58 

3 

204.2 

43 

0.50 

0.50 

0.95 

90 

1 

NA 

0.00 

NA 

NA 

6.1 

2 

3.62 

3.62 

3.27 

-10 

13 

high 

0.90 

29 

6 

70.1 

46 

2.30 

2.30 

2.30 

0 

17 

high 

1.64 

71 

4 

93.6 

22 

2.87 

2.87 

3.14 

9 

30 

low 

1.80 

63 

17 

108.4 

60 

3.78 

3.78 

4.29 

13 

9 

average 

1.36 

36 

2 

13.8 

46 

2.27 

2.02 

2.28 

13 

22 

average 

0.88 

39 

3 

40.2 

48 

3.80 

3.80 

4.28 

11 

6 

very  high 

1.60 

42 

9 

14.6 

24 

3.78 

3.80 

4.27 

12 

16 

very  high 

1.60 

42 

19 

68.1 

55 

3.54 

3.54 

4.18 

18 

22 

average 

1.60 

4S 

5 

53.4 

67 

3.47 

3.47 

3.91 

13 

13 

very  high 

1.40 

40 

13 

31.3 

22 

ces  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate 

System  (IBFS),  a 

service  of  Lynch,  Jone 

s  &  Ryan 

via  Micro/Scan 

Data  on 

diskette  from  Isys 

Corp .  Forbes 
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Apowprfu 


Germans 


hey  could  have  chosen  any 
aircraft  in  the  world.  They  went  through 
an  exhaustive  analysis. 

But  in  the  end,  the  Federal  Republic 
of  Germany  decided  to  purchase  seven 
Canadair  Challenger  601 's  for  operation 
by  the  West  German  Air  Force. 

From  a  country  that  really  under- 
stands superlative  engineering,  this  is  a 
powerful  endorsement. 

Performance  was 
the  criterion 

The  West  German  Air  Force  is  one 
of  the  most  technologically  sophisticated 
in  the  world  and  its  evaluation  covered 
every  aspect  of  performance  and  cost 
of  operation. 

Reliability  was  a  key  factor.  The 
Challenger  601's  airframe  has  now  logged 
20  million  miles  and  configurations  of 
its  GE  engines  have  flown  over  3  million 
hours  with  the  U.S.  military. 

Low  noise  levels  were  another  factor. 
This  is  particularly  important  in  Europe, 
where  aircraft  noise  levels  are  an  even 


V 


more  sensitive  issue  than  the) 
are  here. 

Then  there's  Challengeu 

wide-body  roominess.  And! 

fuel  efficiency.  And  its  flyi 

qualities.  The  list  goes  I 

Plus  there's  onl 

further  aspect  thatt 

well  worth  notinsj 


endorsement 

hooses  the  ChaltenieE 


^anadair's  aerospace 
xpertise 

As  one  of  North  America's  leading 
aerospace  corporations, 
Canadair  produces  an 
j25^      extensive  roster  of  out- 
Ik      standing  products,  in 
^^^^^      addition  to  the  Challenger 
These  include 
the  world's  leading 
unmanned 
airborne 


surveillance  system  for 
use  with  NATO  forces; 
the  world's  most 
effective  fire- 
fighting, 
aircraft; 

major  aircraft 
assemblies  and 
components  for 
companies  such  as 
Boeing,  Lockheed  and 
McDonnell  Douglas. 

This  kind  of  organization 
takes  expertise  —  the  kind  of  exper- 
tise that  guarantees  you  first  class 
product  support,  field  service  that's 
second-to-none,  and  a  dedication  to 
technological  innovation  and  development. 
For  more  information,  write  Charles 
G.  Vogeley  President  and  Chief  Executive 
Officer,  Canadair  Challenger  Inc., 
274  Riverside  Ave.,  Westport,  CT  06880  or 
call  (203)  226-1581. 
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Challenger  601. 
The  loaical  choice. 


The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 

-price/earnings- 
latest 
12  months 

1 
price/ 
sales  1 

12-month 
high-low 

recent 

5-year 
high-low 

1985 
est 

Hewlett-Packard/Oct 

HWP 

n 

48-  13 

44-  31 

33 

-7 

76 

31-12 

15.1 

13.6 

1.35 

Hilton  Hotels/Dec 

HLT 

n 

63-  26 

63-  46 

59V5 

15 

96 

17-  7 

13.7 

13.1 

2.27 

Holiday  Inns/Dec 

HIA 

n 

59-  14 

53-  35 

50 

16 

96 

27-  6 

13.9 

11.9 

0.82 

Home  Federal  S&L-Cal/Dec  HFD 

0 

26-  12* 

23-  12 

22 

64 

136 

16-  4* 

7.4 

5.6 

0.47 

Homestake  Mining/Dec 

HM 

n 

44-     8 

35-  20 

25  Vi 

-22 

64 

55-  5 

42.6 

31.8 

4.29 

Honeywell/Dec 

HON 

n 

70-  30 

67-  46 

59% 

9 

91 

14-  5 

11.7 

8.7 

0.46 

Horizon  Bancorp/Dec 

HZB 

n 

26-     6 

26-   19 

23% 

19 

99 

9-  3 

8.0 

7.1 

0.67 

George  A  Hormel/Oct 

HRL 

a 

35-   13 

34-  25 

33  Vi 

18 

98 

14-  4 

12.1 

8.9 

0.22 

Hospital  Corp  of  Am/Dec 

HCA 

n 

57-  14 

49-  37 

46  y* 

25 

104 

25-10 

13.8 

11.5 

1.16 

Household  Intl/Dec 

HI 

n 

38-  14 

38-  24 

37 

42 

118 

13-  5 

8.9 

8.3 

0.22 

Houston  Industries/Dec 

HOU 

n 

24-  17 

23-  18 

23  Vi 

21 

100 

16-  5 

6.0 

5.7 

0.55 

Houston  Natural  Gas/Dect 

HNG 

n 

63-  25 

55-  40 

48V4 

-1 

81 

15-  4 

15.2 

10.0 

0.78 

Hughes  Tool/Dec 

HT 

n 

49-  13 

21-   13 

14% 

-25 

61 

NM-  4 

NM 

23.8 

0.67 

Humana/ Aug 

HUM 

n 

33-     7 

33-  22 

28'/. 

22 

101 

22-  9 

14.0 

12.4 

1.36 

Huntington  Bshs/Dec 

HBAN 

0 

42-  11 

42-  23 

37% 

41 

117 

10-  3 

8.0 

7.2 

0.51 

EF  Hutton  Group/Dec 

EFH 

n 

53-     7 

42-  24 

36'/2 

28 

106 

25-  3 

24.5 

10.3 

0.34 

IC  Industries/Dec 

ICX 

n 

36-     9 

36-  21 

32 

45 

120 

22-  4 

11.1 

10.3 

0.35 

Idaho  Power/Dec 

IDA 

n 

40-  19 

40-  31 

39  Vi 

18 

98 

10-  5 

7.5 

8.1 

1.53 

Illinois  Power/Dec 

IPC 

n 

25-  16 

25-   18 

24% 

25 

104 

8-  4 

6.2 

6.4 

1.09 

Illinois  Tool  Works/Dec 

ITW 

n 

36-  10 

36-  21 

33 ', 

33 

110 

16-  6 

13.8 

11.6 

1.40 

Imperial  Corp  of  Am/Dec 

ICA 

n 

35-     5 

10-     5 

s>, 

9 

91 

NM-  5 

79.5 

7.4 

0.15 

Indiana  National/Dec 

INAT 

0 

42-     8 

42-  22 

37% 

51 

125 

7-  3 

6.5 

6.7 

0.57 

Ingersoll-Rand/Oec 

IR 

n 

80-  36 

51-  36 

46  Vi 

-A 

79 

NM-  4 

17.1 

10.7 

0.37 

Inland  Steel/Dec 

IAD 

n 

36-  18 

29-  20 

23  Vi 

-17 

68 

NM-  8 

NM 

6.7 

0.17' 

Intel/Dec 

INTC 

0 

50-   10 

38-  24 

27 

-23 

63 

69-13 

15.9 

24.1 

1.89 

Interco/Feb 

ISS 

n 

85-  36 

65-  55 

•  62  Vi 

10 

91 

12-  5 

11.7 

8.5 

0.33 

InterFirst/Dec 

IFC 

n 

32-  10 

16-   10 

ll'/4 

-12 

72 

NM-  4 

6.4 

7.8 

0.32 

Intergraph/Dec 

INGR 

0 

71-     8* 

71-  33 

62% 

69 

140 

45-14* 

25.6 

19.9 

3.99 

IBM/Dec 

IBM 

n 

138-  48 

138-  99 

127% 

13 

94 

15-  8 

11.9 

10.6 

1.70 

Intl  F  &  F/Dec 

IFF 

n 

36-  17 

30-  23 

27% 

14 

95 

19-  9 

14.6 

12.9 

2.12. 

Intl  Harvester/Oct 

HR 

n 

35-     3 

11-     5 

9% 

11 

92 

NM-NM 

NM 

8.0 

0.16- 

Intl  Minerals  &  Chem/Jun 

IGL 

n 

67-  24 

44-  33 

41 W 

1 

84 

16-  4 

11.9 

9.2 

0.69 

International  Paper/Dec 

IP 

n 

60-  31 

58-  46 

50 

-11 

73 

30-  4 

26.6 

9.8 

0.53 

InterNorth/Dec 

INI 

n 

50-  21 

48-  33 

47% 

19 

99 

10-  4 

8.5 

8.1 

0.28- 

Iowa-Illinois  G  &  E/Dec 

IWG 

n 

29-   15 

29-  22 

28% 

26 

105 

8-  5 

6.9 

6.8 

0.63 

Ipalco  Enterprises/Dec 

IPL 

n 

34-   17 

34-  26 

33% 

23 

102 

9-  5 

7.9 

7.8 

1.28 

Irving  Bank/Dec 

V 

n 

35-   15 

35-  23 

33% 

22 

101 

7-  3 

6.6 

5.9 

0.28- 

ITT/Dec 

ITT 

n 

48-  21 

42-  21 

35'/. 

-10 

74 

15-  5 

15.3 

10.2 

0.40 

IU  International/Dec 

IU 

n 

30-   10* 

23-   15 

17'/8 

-24 

62 

NM-  4* 

63.4 

13.5 

0.18 

James  River  Corp  Va/Apr 

JR 

n 

42-     6 

35-  24 

25% 

-19 

66 

15-  4 

8.1 

7.9 

0.30 

Jefferson-Pilot/Dec 

IP 

n 

43-   15 

43-  25 

40'/s 

55 

129 

10-  5 

9.9 

9.7 

1.28 

Jim  Walter/ Aug 

JWC 

n 

38-  13 

37-  22 

34>/8 

26 

105 

NM-  5 

7.1 

7.8 

0.31 

Johnson  &  Johnson/Dec 

INf 

n 

52-  22 

41-  28 

39% 

18 

98 

20-11 

14.5 

12.5 

1.19 

Johnson  Controls/Sep 

JCI 

n 

49-   18 

46-  38 

40% 

-5 

78 

13-  5 

8.6 

8.2 

0.39 

K  mart/Jan 

KM 

n 

42-  15 

42-  27 

34  Vi 

11 

92 

14-  6 

8.9 

8.4 

0.20 

Kaiser  Alum  &  Chem/Dec 

KLU 

n 

30-  12 

19-  13 

14 

-25 

61 

NM-  3 

NM 

11.1 

0.19 

Kansas  City  Pwr  &  Lt/Dec 

KLT 

n 

23-   12 

23-  14 

22'v 

23 

102 

9-  3 

4.9 

5.3 

1.13 

Kansas  Gas  &  Elec/Dec 

KGE 

n 

21-  13 

19-  13 

18% 

18 

98 

7-  4 

6.1 

6.2 

1.68 

•Range  is  for  less  than  5  years.     fCompany  changed  fiscal  year  from  July  to  1 
NM:  not  meaningful.     E:  estimate.     Stock  prices  a.s  of  Mar  22,  198S. 

Jecember 

19K4  results  art 

for  fiscal  year  ending  in 

July  1984.     NA: 

not  available 

or  not  i 

> 
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HH 


indicated 
rate 

i  j '.'■. ,  ■. .  1 

— Shares  outstanding — 
common       %  held 
stock               by 
(mil)       institutions 

t                 latest 
it            12  months 
in                 EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

%                $2.19 

$2.59 

$2.43 

-6% 

30 

average 

$0.22 

10% 

23% 

256.5 

47% 

4.33 

4.33 

4.55 

5 

21 

high 

1.80 

42 

5 

24.7 

69 

3.59 

3.59 

4.21 

17 

19 

average 

0.90 

25 

7 

28.7 

70 

2.98 

2.98 

3.95 

33 

12 

low 

0.00 

NA 

NA 

20.5 

71 

0.59 

0.59 

0.79 

34 

14 

very  low 

0.20 

34 

-34 

49.3 

22 

5.10 

5.10 

6.88 

35 

19 

average 

1.90 

37 

7 

46.7 

74 

2.97 

2.97 

3.37 

14 

7 

high 

1.12 

38 

5 

8.3 

17 

2.78 

3.07 

3.76 

22 

5 

average 

1.08 

39 

9 

9.6 

22 

3.35 

3.35 

4.01 

20 

35 

very  high 

0.60 

18 

25 

87.6 

63 

4.18 

4.18 

4.46 

7 

8 

high 

1.75 

42 

2 

50.2 

52 

3.85 

3.85 

4.08 

6 

18 

very  high 

2.48 

64 

9 

98.9 

45 

3.18 

4.43 

4.82 

9 

17 

low 

2.12 

67 

16 

32.3 

50 

-2.40 

-2.40 

0.61 

NM 

28 

very  low 

0.48 

NM 

10 

55.8 

47 

2.02 

1.96 

2.27 

16 

35 

very  high 

0.68 

34 

44 

97.0 

41 

4.74 

4.74 

5.29 

12 

5 

high 

1.48 

31 

10 

8.5 

18 

1.49 

1.49 

3.54 

138 

7 

low 

0.80 

54 

15 

25.8 

35 

2.89 

2.89 

3.10 

7 

10 

high 

1.30 

45 

6 

41.2 

53 

5.25 

5.25 

4.89 

-7 

15 

average 

3.28 

63 

7 

16.6 

22 

4.02 

4.02 

3.88 

-4 

15 

high 

2.64 

66 

3 

55.6 

41 

2.40 

2.40 

2.85 

19 

11 

average 

0.64 

27 

1 

25.1 

55 

0.11 

0.11 

1.18 

972 

9 

very  low 

0.00 

NA 

NA 

14.2 

29 

5.72 

5.72 

5.62 

-2 

3 

average 

1.40 

25 

13 

5.2 

36 

2.70 

2.70 

4.33 

60 

18 

low 

2.60 

96 

-8 

19.8 

60 

-2.15 

-2.15 

3.45 

NM 

12 

very  low 

0.50 

NM 

-37 

25.1 

63 

1.70 

1.70 

1.12 

-34 

33 

very  low 

0.00 

NA 

NA 

113.8 

45 

5.35 

5.94E 

7.32 

23 

8 

average 

3.08 

58 

2 

14.1 

65 

1.76 

1.76 

1.44 

-18 

21 

low 

0.60 

34 

-3 

66.9 

26 

2.44 

2.44 

3.14 

29 

22 

average 

0  00 

NA 

NA 

25.7 

41 

10.77 

10.77 

12.01 

12 

35 

very  high 

4.40 

41 

5 

611.9 

50 

1.89 

1.89 

2.13 

13 

13 

high 

1.12 

59 

2 

36.7 

46 

-12.89 

-12.89 

1.22 

NM 

11 

very  low 

0  00 

NM 

NA 

58.0 

25 

3.46 

3.04 

4.47 

47 

15 

average 

2.60 

75 

2 

27.3 

60 

1.88 

1.88 

5.09 

171 

16 

low 

2.40 

128 

-2 

49.9 

54 

5.61 

5.61 

5.87 

5 

20 

high 

2.48 

44 

8 

43.9 

56 

4.13 

4.13 

4.15 

0 

4 

very  high 

2.74 

66 

6 

12.5 

17 

4.22 

4.22 

4.28 

1 

18 

very  high 

3.04 

72 

7 

18.3 

39 

5.11 

5.11 

5.71 

12 

12 

very  high 

1.96 

38 

8 

17.6 

34 

2.31 

2.31 

3.46 

50 

14 

low 

1.00 

43 

-5 

139.7 

35 

0.27 

0.27 

1.27 

370 

18 

low 

1.20 

-94 

3 

27.0 

46 

3.17 

3.40E 

3.27 

-4 

11 

low 

0.56 

18 

16 

28.9 

59 

4.04 

4.04 

4.14 

3 

17 

high 

1.32 

33 

33 

32.0 

47 

4.83 

4.45 

4.37 

-2 

11 

low 

1.40 

29 

-7 

21.0 

61 

2.75 

2.75 

3.17 

15 

27 

high 

1.20 

44 

12 

182.1 

56 

4.75 

4.71 

4.97 

6 

7 

very  high 

1.86 

39 

9 

14.1 

40 

3.84 

3.84 

4.04 

5 

27 

average 

1.24 

32 

7 

125.0 

68 

-1.27 

-1.27 

1.26 

NM 

16 

very  low 

0.60 

NM 

-23 

43.8 

66 

4.48 

4.48 

4.15 

-7 

7 

low 

2.36 

53 

7 

29  7 

16 

3.07 

3.07 

3.03 

-1 

10 

high 

2.36 

77 

5 

36.5 

11 

es.  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  serf  ice  of  Lynch,  Jones  &  Ryan 

via  Micro/Scan 

Data  on  diskette  from  ls)'s 

Corp. .  Eorhf.s 
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The  Forbes  500s  on  Wall  Street 

Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

— Stock  perl 

— latest  12 

price 

change 

ormance — 

months — 

relative  to 

market 

1 

5-year 
high-low 

Stock  pri 

" 

12-month 
high-low 

recent 

latest 
12  months 

1985 
est 

pric  1 
salei 

Kansas  Power  &  Light/Dec 

KAN 

n 

36- 

15 

36-  29 

33% 

14% 

95 

8-  4 

7.0 

7.0 

0.3:  1 

Kellogg/Dec 

K 

n 

50- 

16 

50-  28 

49  Vi 

64 

136 

15-  7 

14.8 

12.3 

1.1   ' 

Kemper/Dec 

KEMC 

0 

54- 

21 

54-  29 

50% 

29 

107 

39-  3 

36.8 

11.3 

0.3  1 

Kentucky  Utilities/Dec 

KU 

n 

26- 

14 

26-  20 

25% 

13 

94 

12-  6 

8.5 

8.2 

0.9  ; 

Kerr-McGee/Dec 

KMG 

n 

47- 

23 

34-  26 

31 

4 

86 

26-  6 

25.4 

10.0 

0.4  J 

Key  Banks/Dec 

KEY 

n 

28- 

7 

28-   17 

26% 

44 

120 

8-  3 

8.0 

7.3 

0.7  j 

Kidde/Dec 

KDE 

n 

37- 

15 

37-  27 

341/4 

24 

103 

10-  4 

9.1 

9.1 

0.3i] 

Kimberly-Clark/Dec 

KMB 

n 

51- 

19 

51-  39 

48 'A 

8 

90 

12-  5 

10.1 

8.8 

0.6 

Knight-Ridder  News/Dec 

KRN 

n 

36- 

10 

36-  22 

35 '/4 

49 

124 

18-  7 

16.4 

14.2 

1.31  J 

Koppers/Dec 

KOP 

n 

35- 

11 

23-   17 

18% 

-5 

78 

36-  7 

23.6 

9.1 

0.2' 

Kroger/Dec 

KR 

n 

47- 

14 

41-  29 

40 

29 

107 

14-  4 

11.5 

9.9 

0.1  ] 

Landmark  Banking  Fla/Dec 

LBKF 

o 

l7- 

5 

17-  13 

15% 

18 

98 

13-  4 

11.5 

9.2 

0.7; 

Lear  Siegler/Jun 

LSI 

n 

53- 

18 

53-  38 

46 

14 

95 

12-  4 

8.9 

8.4 

0.3  j 

Leaseway  Transportn/Dec 

LTC 

n 

48- 

20 

36-  25 

32'/4 

-2 

81 

18-  5 

12.6 

8.7 

0.2'  | 

Levi  Strauss/Nov 

LVI 

n 

56- 

19 

37-  23 

31% 

-12 

72 

28-  5 

26.6 

11.6 

0.4 

Libbey-Owens-Ford/Dec 

LOF 

n 

51- 

20 

51-  41 

45% 

10 

91 

44-  7 

7.9 

6.6 

0.2'jJ 

Eli  Lilly/Dec 

LLY 

n 

80- 

45 

80-  53 

76% 

23 

102 

15-  8 

11.3 

10.6 

1.7 

Limited/Jan 

LTD 

n 

40- 

1 

40-  15 

37 'A 

68 

140 

45-  7 

24.4 

18.4 

1.6. 

Lincoln  National/Dec 

LNC 

n 

46- 

16 

46-  26 

42% 

43 

119 

12-  5 

11.7 

9.0 

0.4-1 

Litton  Industries/Jul 

LIT 

n 

87- 

35 

80-  60 

67 

11 

92 

13-  5 

9.8 

9.2 

0.6-1 

Lockheed/Dec 

LK 

n 

54- 

7 

54-  30 

47'/2 

51 

125 

57-  6 

9.0 

7.5 

0.3  j 

Loews/Dec 

LTR 

n 

46- 

7 

46-  24 

42% 

61 

134 

13-  3 

12.8 

9.9 

0.6  I 

Long  Island  Lighting/Dec 

LIL 

n 

18- 

4 

9-     4 

6% 

0 

83 

7-  1 

2.2 

2.4 

0.3'j 

Longs  Drug  Stores/Ian 

LDG 

n 

28- 

11 

28-  17 

26% 

23 

102 

17-  9 

14.0 

12.4 

044 

Louisiana  Land/Dec 

LLX 

n 

NA-NA 

38-  22 

34'/! 

23 

102 

16-  5 

10.9 

9.2 

0.7  j 

Louisiana-Pacific/Dec 

LPX 

n 

34- 

13 

25-   17  • 

20% 

-14 

71 

NM-  9 

17.5 

15.5 

O.Gfrl 

Louisville  Gas  &  Elec/Dec 

LOU 

n 

28- 

15 

28-  23 

28 

15 

96 

10-  5 

7.4 

8.1 

0.7  1 

Lowe's  Cos/Jan 

LOW 

n 

33- 

5 

30-   16 

26% 

34 

111 

30-  8 

15.7 

12.9 

0  5  ] 

LTV/Dec 

LTV 

n 

26- 

8 

18-     9 

10 

-39 

50 

NM-  2 

NM 

7.2 

0.1    j 

Lubrizol/Dec 

LZ 

n 

42- 

14 

26-  19 

21% 

7 

89 

19-  8 

12.6 

10.9 

1.00J 

Lucky  Stores/Jan 

LKS 

n 

25- 

12 

20-   15 

18% 

15 

96 

13-  7 

10.2 

8.5 

0.1   1 

M/A-Com/Sep 

MAI 

n 

36- 

10 

24-   14 

19  Vi 

29 

107 

53-15 

20.3 

16.5 

1.0 

Mack  Trucks/Dec 

MACK 

0 

22- 

13' 

20-   13 

13% 

-29 

58 

25-  6' 

6.K 

4.9 

0.1 

RH  Macy/Jul 

MZ 

'  n 

65- 

10 

54-  39 

46% 

2 

85 

18-  5 

11.2 

10.5 

0.5 

Mfrs  Hanover/Dec 

MHC 

n 

51- 

23 

42-  23 

37' 1 

2 

85 

6-  3 

5.3 

4.7 

0.1 

Manufacturers  Natl/Dec 

MNTL 

0 

51- 

12 

51-  29 

50% 

48 

123 

20-  3 

6.8 

6.0 

0.4 

Manville/Dec 

MAN 

n 

31- 

4* 

11-     6 

7V5 

-32 

56 

NM-  3* 

3.4 

6.6 

0.1' 

Mapco/Dec 

MDA 

n 

52- 

21 

33-  21 

30% 

17 

97 

15-  5 

7.5 

8.9 

0.4 

Marine/Dec 

MCRP 

o 

29- 

9 

29-   18 

25'. 

32 

110 

6-  3 

6.3 

5.9 

0.3 

Marine  Midland  Bks/Dec 

MM 

n 

35- 

12 

35-  20 

32'/. 

35 

112 

8-  3 

7.7 

5.8 

0.2 

Marion  Laboratories/Jun 

MKC 

n 

60- 

6 

60-  31 

56 

66 

138 

60-14 

37.1 

304 

4.0 

Marriott/Dec 

MHS 

n 

86- 

17 

86-  59 

83% 

30 

108 

22-  8 

16.2 

13.8 

0.6 

Marsh  &  McLennan/Dec 

MMC 

n 

68- 

27 

68-  36 

62  '/. 

30 

108 

42-  9 

38.4 

15.0 

2.0 

Marshall  &  Usley/Dec 

MRIS 

0 

60- 

17 

60-  39 

59  Va 

31 

109 

9-  3 

9.0 

8.1 

0.7 

Martin  Marietta/Dec 

ML 

n 

54- 

15 

54-  30 

SO'  1 

53 

127 

NM-  5 

NM 

8.5 

0.4 

Maryland  National/Dec 

MDNT 

o 

52- 

13 

52-  30 

4?'  , 

50 

125 

8-  3 

7.9 

6.8 

0.5i 

Masco/Dec 

MAS 

n 

37- 

10 

34-  23 

29 1/2 

1 

84 

22-  7 

14.8 

10.1 

1.6 

May  Dept  Stores/fan 

MA 

n 

50- 

12 

50-  30 

43  Vi 

3, 

115 

12-  5 

8.7 

8.2 

0.3' 

"Range  is  for  less  than  5  years 

'I  .ivai 

appl 

cable.     NM:  not  meaningful 

E:  estimate 

Stock  pric 

;s  as  of  Mar. 

22.  1985. 
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indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock                by 
(mil)       institutions 

let 
ofit 
rgin 

latest 

12  months 

EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

.1% 

$4.80 

$4.80 

$4.79 

0% 

12 

high 

$2.96 

62% 

8% 

16.9 

19% 

.6 

3  35 

3.35 

4.02 

20 

21 

average 

1.76 

53 

6 

61.6 

91 

.9 

1.37 

1.37 

4.44 

224 

11 

low 

1.80 

131 

6 

14.2 

26 

.9 

3.03 

3.03 

3.12 

3 

10 

average 

2.44 

81 

3 

18.7 

9 

.8 

1.22 

1.22 

3.11 

154 

21 

low 

1.10 

90 

4 

52.8 

49 

.3 

3.30 

3.30 

3.61 

9 

4 

high 

1.30 

39 

8 

15.5 

6 

4 

3.75 

3.75 

3.78 

1 

6 

high 

1.20 

32 

7 

20.5 

69 

0 

4.77 

4.77 

5.46 

14 

15 

high 

2.32 

49 

8 

46.0 

61 

5 

2.15 

2.15 

2.48 

15 

22 

very  high 

0.76 

35 

15 

65.0 

40 

6 

0.79 

0.79 

2.04 

158 

9 

low 

0.80 

101 

-16 

28.6 

53 

0 

3.49 

3.49 

4.05 

16 

13 

average 

2.00 

57 

9 

45.1 

42 

8 

1.38 

1.38 

1.73 

25 

6 

high 

0.60 

43 

5 

21.3 

24 

0 

5.19 

4.96 

5.45 

10 

16 

very  high 

1.80 

35 

9 

18.1 

51 

3 

2.55 

2.55 

3.72 

46 

9 

average 

1.50 

59 

5 

12.0 

49 

8 

1.18 

1.07 

2.71 

153 

14 

low 

1.85 

157 

7 

36.9 

35 

0 

5.82 

5.82 

6.98 

20 

5 

very  high 

1.32 

23 

-3 

11.3 

35 

8 

6.73 

6.73 

7.22 

7 

28 

very  high 

3.20 

48 

11 

72.4 

68 

9 

1.54 

1.54 

2.04 

32 

12 

high 

0.32 

21 

73 

59.5 

28 

7 

3.60 

3.60 

4.70 

31 

17 

average 

1.84 

51 

3 

42.9 

53 

3 

6.82 

7.32 

7.25 

-1 

18 

very  high 

2.00 

29 

51 

41.8 

67 

2 

5.28 

5.28 

6.37 

21 

29 

high 

0.60 

11 

NA 

64.6 

79 

2 

3.35 

3.35 

4.32 

29 

3 

low 

1.00 

30 

13 

81.5 

32 

7 

3.09 

3.09 

2.88 

-7 

13 

low 

0.00 

NA 

NA 

•   110.2 

16 

9 

1.89 

1.89 

2.13 

13 

11 

very  high 

0.64 

34 

11 

21.3 

26 

7 

3.16 

3.16 

3.73 

18 

16 

average 

1.00 

32 

-18 

27.7 

53 

4 

1.19 

1.19 

1.35 

13 

13 

very  low 

0.80 

67 

6 

35.4 

31 

7 

3.79 

3.79 

3.45 

-9 

10 

very  high 

2.44 

64 

3 

18.7 

16 

6 

1.70 

1.70 

2.06 

21 

18 

average 

0.32 

19 

7 

36.2 

36 

4 

-5.84 

-5.84 

1.38 

NM 

12 

very  low 

0.00 

NA 

NA 

83.2 

49 

0 

1.73 

1.73 

1.99 

15 

17 

average 

1.16 

67 

6 

41.3 

58 

0 

1.84 

1.84 

2.20 

20 

14 

average 

1.16 

63 

1 

50.8 

42 

0 

0.94 

0.90 

1.16 

29 

18 

average 

0.22 

23 

24 

43.3 

51 

1 

1.96 

1.96 

2.72 

39 

7 

very  low 

0.00 

NA 

NA 

30.4 

38 

0 

4.18 

4.37 

4.44 

2 

21 

average 

1.16 

28 

20 

51.1 

61 

2 

7.12 

7.12 

8.04 

13 

21 

average 

3.20 

45 

6 

40.6 

56 

1 

7.35 

7.35 

8.32 

13 

6 

average 

2.00 

27 

-8 

5.3 

27 

3 

2.18 

2.18 

1.13 

-48 

2 

very  low 

0.00 

NA 

NA 

24.0 

36 

3 

4.11 

4.11 

3.45 

-16 

8 

average 

1.00 

24 

-14 

30.8 

34 

3 

4.06 

4.06 

4.35 

7 

3 

average 

1.30 

32 

11 

4.1 

22 

5 

4.17 

4.17 

5.57 

34 

7 

high 

1.60 

38 

15 

19.1 

72 

4 

1.51 

1.24 

1.84 

48 

17 

high 

0.52 

34 

11 

18.3 

40 

0 

5.18 

5.18 

6.07 

17 

17 

high 

0.54 

10 

22 

25.8 

42 

3 

1.62 

1.62 

4.16 

157 

14 

average 

2.40 

148 

11 

36.3 

56 

5 

6.62 

6.62 

7.31 

10 

5 

high 

2.12 

32 

7 

5.2 

16 

A 

-5.82 

-5.82 

5.95 

NM 

18 

average 

1.34 

NM 

5 

35.3 

54 

6 

6.01 

6.01 

6.95 

16 

8 

average 

1.60 

26 

11 

7.8 

65 

4 

2.00 

2.00 

2.91 

46 

10 

average 

0.56 

28 

12 

56.5 

54 

5 

4.96 

4.82E 

5.26 

9 

20 

high 

1.72 

36 

11 

43.1 

57 

frees 

William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBF.S),  a  sen  ice  of  Lynch, 

Jones  &  Ryan 

via  Micro/Scan  Data  on  diskette  from  Isvs  Corp  -  Forres 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  p 
12-m 
high 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 

Stock  price  ratios- 

onth 
■low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price, 

sales 

Maytag/Dec 

MYG 

n 

57-  22 

50- 

36 

47% 

5% 

87 

16- 

7 

10.3 

9.8 

1.01 

MCA/Dec 

MCA 

n 

52-  19 

52- 

38 

49  Vk 

26 

105 

27- 

8 

25.1 

15.0 

1.45    | 

McDonald's/Dec 

MCD 

n 

62-   16 

62- 

41 

58% 

34 

111 

14- 

8 

13.4 

11.7 

1.50  ] 

McDonnell  Douglas/Dec 

MD 

n 

84-  23 

84- 

48 

77% 

53 

127 

14- 

5 

9.6 

7.7 

0.32  | 

McGraw-Edison/Dec 

MGR 

n 

57-  21 

57- 

31 

55'/2 

56 

130 

NM- 

6 

NM 

11.8 

0.54  j 

McGraw-Hill/Dec 

MHP 

n 

54-  12 

49- 

34 

44 

21 

100 

23- 

8 

15.4 

13.6 

1.58  i 

MCI  Communications/Dec 

MCIC 

0 

29-     1 

11- 

6 

8% 

3 

86 

73-12 

35.0 

17.2 

1.06] 

McKesson/Mar 

MCK 

n 

51-  21 

45- 

32 

425/8 

20 

100 

14- 

6 

12.2 

11.3 

0.16  1 

McLean  Industries/Dec 

Mil 

n 

n-     8 

16- 

10 

137/8 

22 

101 

20- 

7 

9.1 

6.4 

0.55   j 

MCorp/Dec 

MBK 

n 

36-  12 

26- 

17 

21 

-17 

68 

11- 

5 

5.9 

5.2 

0.54  ] 

Mead/Dec 

MEA 

n 

42-  14 

41- 

27 

35% 

-3 

80 

NM- 

4 

7.8 

7.0 

0.40  | 

Mellon  Bank/Dec 

MEL 

n 

57-  22 

51- 

34 

49 '/4 

24 

103 

9- 

4 

8.7 

7.3 

0.43  | 

Melville/Dec 

MES 

n 

48-  12 

46- 

31 

44 

29 

107 

14- 

6 

12.2 

10.5 

0.53  ] 

Mercantile  Bancorp/Dec 

MTRC 

0 

37-  14 

37- 

24 

34V8 

36 

113 

8- 

3 

7.4 

6.7 

0.57   j 

Mercantile  Bankshrs/Dec 

MRBK 

0 

47-  10 

47- 

32 

46  Vi 

23 

102 

9- 

3 

9.0 

7.9 

1.12   j 

Mercantile  Stores/Jan 

MST 

n 

76-   12 

65- 

40 

541/2 

18 

98 

13- 

3 

9.5 

8.0 

0.47  { 

Merchants  National/Dec 

MCHN 

0 

49-   14 

49- 

26 

471/2 

60 

133 

54- 

3 

8.4 

7.0 

0.40  j 

Merck/Dec 

MRK 

n 

105-  60 

104- 

78 

103 

13 

94 

18-12 

15.4 

13.8 

2.09    I 

Meridian  Bancorp/Dec 

MRDN 

0 

46-     9 

46- 

28 

441/2 

45 

120 

8- 

3 

7.7 

7.1 

0.61  j 

Merrill  Lynch/Dec 

MER 

n 

57-     8 

37- 

22 

30% 

19 

99 

36- 

4 

29.7 

15.7 

0.49  j 

Mesa  Petroleum/Dec 

MSA 

n 

35-  10 

22- 

14 

18% 

11 

92 

46- 

5 

5.0 

15.8 

3.06  ] 

Michigan  National/Dec 

MNCO 

0 

27-  10 

27- 

11 

241/4 

70 

141 

NM- 

3 

13.4 

9.9 

0.32   | 

MidCon/Sep 

MCN 

n 

49-  19* 

49- 

33 

46% 

35 

112 

9- 

4' 

9.0 

8.4 

0.34   | 

Middle  South  Utils/Dec 

MSU 

n 

17-     9 

15- 

9 

13'/2 

1 

84 

8- 

3 

4.9 

5.3 

0.81  ■  1 

Midlantic  Banks/Dec 

MIDL 

0 

31-     8 

31- 

21 

29i/4 

28 

106 

8- 

3 

7.3 

6.4 

0.65  ] 

Midwest  Financial/Dec 

MFGC 

0 

20-   14 

20- 

14 

•    171/2 

17 

83 

NA-NA 

10.2 

NA 

0.39   j 

Minn  Mining  &  Mfg/Dec 

MMM 

n 

91-  46 

86- 

69 

84'/4 

13 

94 

16- 

8 

13.4 

11.8 

1.27  ] 

Mitchell  Enrgy  &  Dev/Jan 

MND 

a 

46-   10 

25- 

15 

14% 

-33 

55 

24- 

5 

19.9 

8.6 

0.77  ] 

Mobil/Dec 

MOB 

n 

44-  20 

32- 

23 

28% 

-4 

79 

10- 

4 

9.2 

8.1 

0.21    j 

Monfort  of  Colorado/ Aug 

MNFT 

0 

21-     3 

20- 

14 

18% 

32 

110 

16- 

2 

5.3 

6.4 

0.06   j 

Monsanto/Dec 

MTC 

n 

58-  21 

51- 

41 

42% 

-5 

78 

18- 

5 

7.9 

7.1 

0.50  j 

Moore  Financial/Dec 

MFGI 

0 

27-   15 

27- 

16 

26 

26 

105 

8- 

4 

8.1 

6.9 

0.51   j 

IP  Morgan/Dec 

JPM 

n 

50-  20 

50- 

28 

47'/4 

37 

114 

8- 

5 

7.8 

7.3 

0.60   j 

Morrison-Knudsen/Dec 

MRN 

n 

47-   16 

42- 

27 

38 

32 

110 

13- 

4 

9.2 

8.6 

0.19   j 

Morton  Thiokol/Jun 

MTI 

n 

31-     7 

31- 

22 

29 1/2 

36 

113 

14- 

6 

12.7 

11.9 

0.77  j 

Motorola/Dec 

MOT 

n 

50-   14 

44- 

29 

33% 

-11 

73 

24- 

8 

10.2 

12.5 

0.72   j 

Murphy  Oil/Dec 

MUR 

n 

64-   16 

39- 

24 

29 '/a 

-17 

68 

12- 

4 

11.1 

9.2 

0.49 

Nabisco  Brands/Dec 

NB 

n 

58-  23* 

58- 

39 

57% 

37 

114 

12- 

6' 

11.5 

10.2 

0.53 

Nalco  Chemical/Dec 

NLC 

n 

37-   14 

28- 

21 

23% 

-6 

77 

24- 

9 

12.2 

10.9 

1.40 

Natl  BancsharesTexas/Dec 

NBAN 

0 

30-   11 

24- 

20 

21 1/2 

-7 

76 

14- 

5 

8.0 

7.4 

0.64    j 

National  Can/Dec 

NAC 

n 

41-   15 

41- 

31 

411/8 

14 

95 

18- 

3 

10.3 

9.0 

0.21 

National  City/Dec 

NCTY 

0 

42-  16 

42- 

26 

39% 

40 

116 

8- 

4 

7.3 

6.5 

0.67 

National  Distillers/Dec 

DR 

n 

33-   19 

30- 

23 

29 1/2 

8 

90 

22- 

6 

21.2 

12.2 

0.46 

National  Gypsum/Dec 

NG 

n 

45-   16 

45- 

27 

43% 

25 

104 

34- 

4 

6.4 

5.9 

0.40 

National  Intergroup/Dec 

Nil 

n 

38-  14 

34- 

23 

291/4 

-4 

79 

NM- 

5 

19.9 

8.7 

0.26 

Natl  Medical  Entrprs/May 

NME 

n 

32-     7 

29- 

18 

27% 

38 

115 

19- 

7 

14.7 

11.2 

0.94 

Natl  Semiconductor/May 

NSM 

n 

20-     4 

17- 

10 

10% 

-22 

64 

NM- 

7 

16.3 

12.6 

0.51 

National  Svc  Inds/Aug 

NSI 

n 

30-     8 

30- 

21 

29% 

31 

109 

13- 

5 

11.5 

10.4 

0.65 

"Range  is  for  less  than  5  years     NA  n< 

»i  available 

or  not  applicable.     NM:  not  meaningful 

E:  estimate 

Stock  prices  as  of  Mar 

22,  1985 
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1985 

1984 
EPS 

■Spiff 

—Earnings 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

t                 latest 
it            12  months 
•in                 EPS 

■Dividends — 

payout 
ratio 

5-year 

growth 

rate 

— Shares  outstanding — 
common       %  held 
stock                by 
(mil)       institutions 

%                $4.63 

$4.63 

$4.87 

5% 

8 

high 

$3.10 

67% 

10% 

13.6 

33% 

1.96 

1.96 

3.28 

67 

16 

low 

0.88 

45 

5 

48.6 

53 

4.39 

4.39 

5.03 

14 

21 

very  high 

0.82 

19 

17 

85.8 

62 

8.10 

8.10 

10.08 

15 

25 

average 

1.84 

23 

16 

40.0 

34 

0.65 

0.65 

4.69 

621 

12 

average 

2.00 

308 

3 

16.6 

54 

2.86 

2.86 

3.24 

13 

14 

very  high 

1.40 

49 

13 

50.3 

55 

0.25 

0.25 

0.51 

104 

30 

very  low 

0.00 

NA 

NA 

237.3 

38 

3.50 

3.29E 

3.78 

15 

9 

high 

2.40 

69 

5 

17.6 

42 

1.53 

1.53 

2.14 

40 

4 

low 

0.00 

NA 

NA 

38.3 

7 

3.56 

3.56 

4.07 

14 

15 

high 

1.40 

39 

12 

41.9 

35 

4.54 

4.54 

5.04 

11 

16 

average 

1.20 

26 

-18 

30.9 

54 

5.64 

5.64 

6.73 

19 

18 

high 

2.68 

48 

5 

26.7 

54 

3.60 

3.60 

4.20 

17 

15 

very  high 

1.44 

40 

20 

52.9 

57 

4.70 

4.70 

5.19 

10 

6 

very  high 

1.92 

41 

4 

9.8 

31 

5.16 

5.16 

5.91 

15 

7 

high 

1.68 

33 

6 

6.5 

27 

5.75 

5.75 

6.85 

19 

6 

very  high 

1.20 

21 

26 

14.7 

37 

5.63 

5.63 

6.75 

20 

3 

high 

1.20 

21 

-13 

2.2 

50 

6.71 

6.71 

7.46 

11 

31 

very  high 

3.20 

48 

0 

72.1 

60 

5.76 

5.76 

6.29 

9 

6 

high 

2.40 

42 

29 

6.9 

20 

1.03 

1.03 

1.95 

89 

10 

very  low 

0.80 

78 

12 

94.6 

13 

3.75 

3.75 

1.19 

-68 

21 

very  low 

0.20 

5 

30 

67.0 

46 

1.81 

1.81 

2.44 

35 

4 

low 

0.00 

NA 

NA 

11.2 

14 

5.18 

4.86 

5.54 

14 

18 

average 

2.36 

45 

38 

30.2 

47 

2.76 

2.76 

2.54 

-8 

16 

average 

1.78 

64 

2 

187.2 

19 

4.01 

4.01 

4.59 

14 

9 

average 

1.12 

28 

7 

16.0 

17 

1.72 

1.72 

NA 

NA 

NA 

NA 

1.20 

70 

NA 

4.5 

NA 

6.27 

6.27 

7.13 

14 

21 

high 

3.43 

55 

5 

116.3 

36 

0.74 

0.74 

1.72 

132 

18 

low 

0.24 

32 

8 

47.9 

16 

3.11 

3.11 

3.54 

14 

33 

low 

2.20 

71 

4 

407.7 

38 

3.48 

3.48 

2.85 

-18 

2 

average 

0.35 

10 

NA 

4.5 

11 

5.42 

5.42 

6.08 

12 

28 

average 

2.30 

42 

3 

78.3 

65 

3.20 

3.20 

3.75 

17 

4 

low 

1.20 

35 

6 

6.8 

23 

6.07 

6.07 

6.47 

7 

26 

average 

2.20 

36 

9 

83.5 

68 

4.13 

4.13 

4.42 

7 

6 

average 

1.48 

36 

10 

10.1 

48 

2.32 

2.17 

2.48 

14 

14 

very  high 

0.64 

28 

5 

51.1 

53 

3.27 

3.27 

2.67 

-18 

30 

low 

0.64 

20 

4 

118.8 

64 

2.63 

2.63 

3.18 

21 

13 

low 

1.00 

38 

16 

36.6 

41 

5.02 

5.02 

5.63 

12 

18 

high 

2.68 

53 

10 

58.4 

45 

1.94 

1.94 

2.18 

12 

18 

average 

1.20 

62 

9 

39.1 

73 

2.70 

2.70 

2.91 

8 

4 

high 

0.84 

31 

17 

9.0 

12 

4.00 

4.00 

4.55 

14 

3 

very  high 

1.00 

25 

3 

9.5 

64 

5.45 

5.45 

6.06 

11 

12 

average 

2.00 

37 

-1 

13.9 

55 

1.39 

1.39 

2.41 

73 

5 

low 

2.20 

158 

1 

30.1 

29 

6.86 

6.86 

7.44 

8 

10 

low 

2.00 

29 

4 

15.6 

39 

1.47 

1.47 

3.36 

129 

10 

very  low 

0.25 

17 

-50 

20.3 

56 

1.90 

2.07E 

2.50 

21 

22 

high 

0.52 

27 

21 

76.0 

40 

0.65 

0.54E 

0.84 

56 

21 

very  low 

0.00 

NA 

NA 

88.1 

61 

2.56 

2.50 

2.83 

13 

6 

very  high 

1.00 

39 

9 

24.6 

22 

:es:  William  O'Neil  &  Co. 

Tlx  institutional  Brokers 

Estimate  System  OSES),  <i  service  of  Lynch 

Jones  &  Ryan 

via  Micro/Scan  Data  on  diskette  from  ls\'s 

Corp ,  Forbes 

FORBES,  APRIL  29,  1985 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 

Stock  price  ratios- 

12-month 
high-low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

pri( 

sail  4 

NBO  Bancorp/Dec 

NBD 

n 

61-  20 

61-  40 

59 

46% 

121 

8- 

3 

7.5 

6.8 

0.5  1 

NCNB/Dec 

NCB 

n 

40-   10 

40-  23 

35% 

42 

118 

9- 

4 

8.8 

7.9 

0.6 

NCR/Dec 

NCR 

n 

34-   10 

31-  21 

27% 

2 

85 

14- 

5 

8.4 

8.3 

0.6  | 

New  England  Electric/Dec 

NES 

n 

43-   18 

40-  29 

38 '/2 

8 

90 

8- 

5 

6.4 

6.5 

0.6 

NY  State  Elec  &  Gas/Dec 

NGE 

n 

24-   14 

24-  15 

22% 

40 

116 

7- 

4 

6.2 

6.3 

l.C 

New  York  Times/Dec 

NYTA 

a 

44-     6 

44-  24 

41'/2 

72 

143 

16- 

5 

16.4 

14.0 

1.3 

Newmont  Mining/Dec 

NEM 

n 

79-  28 

52-  31 

41% 

-18 

67 

37- 

3 

33.9 

19.4 

J 

Niagara  Mohawk  Pwr/Dec 

NMK 

n 

19-  10 

18-  12 

171/8 

28 

106 

8- 

4 

6.0 

5.9 

0.7  | 

Nicor/Dec 

GAS 

n 

46-  24 

31-  25 

31 

18 

98 

NM- 

5 

NM 

11.7 

o.a  | 

NL  Industries/Dec 

NL 

n 

49-  10 

17-   10 

11% 

-23 

63 

NM- 

3 

NM 

24.2 

0.5  j 

Norfolk  Southern/Dec 

NSC 

n 

71-  40* 

69-  49 

63% 

7 

89 

13- 

4* 

8.3 

7.9 

1.1  1 

Norstar  Bancorp/Dec 

NOR 

n 

41-   15 

41-  29 

39V* 

29 

107 

8- 

4 

8.2 

7.4 

0.9  | 

North  Amer  Philips/Dec 

NPH 

n 

45-  12 

45-  29 

41'/8 

23 

102 

12- 

4 

9.1 

8.3 

0.2] 

Northeast  Savings/Mar 

NESA 

0 

13-     6 

11-     6 

7Vi 

-23 

63 

NM- 

2 

NM 

NA 

0.1 1 

Northeast  Utilities/Dec 

NU 

n 

16-     7 

16-   11 

15 

26 

105 

8- 

4 

5.3 

5.6 

0  7 

No  Indiana  Pub  Svc/Dec 

NI 

n 

16-  10 

15-  11 

12'/8 

-9 

75 

16- 

6 

7.5 

7.0 

0.4] 

No  States  Power/Dec 

NSP 

n 

44-   19 

44-  34 

43  V* 

21 

100 

9- 

5 

7.5 

7.4 

0.7  j 

Northern  Trust/Dec 

NTRS 

0 

66-  28 

66-  56 

65  Vi 

9 

91 

17- 

4 

16.1 

12.1 

0.4 -j 

Northrop/Dec 

NOC 

n 

45-  11 

45-  24 

41'/2 

68 

140 

NM- 

6 

11.4 

10.1 

0.5  j 

Northwest  Industries/Dec 

NWT 

n 

81-  25 

62-  41 

53 1/4 

14 

95 

NM- 

3 

14.2 

10.0 

0.7  J 

Northwestern  Finl/Dec 

NWFN 

0 

28-     4 

28-   15 

26 '/4 

76 

146 

12- 

4 

10.8 

9.5 

0.8] 

Northwestern  Natl  Life/Dec  NWNL 

o 

37-     9 

37-   18 

36 

78 

148 

26- 

4 

21.6 

11.5 

0.3  1 

Norton/Dec 

NRT 

n 

62-  24 

39-  31 

35  '/. 

8 

90 

NM- 

6 

11.6 

10.3 

0.5| 

Norwest/Dec 

NOB 

n 

40-  17 

33-  22 

24% 

-22 

64 

16- 

4 

13.0 

7.3 

0.2j 

NVF/Dec 

NVF 

n 

5-     1 

2-     1 

1 

-46 

44 

NM- 

9 

NM 

NA 

o.c] 

NW  A/Dec 

NWA 

n 

56-  21 

46-  34 

41 M 

6 

88 

NM- 

8 

11.0 

8.6 

0.3  j 

Nynex/Dec 

NYN 

n 

83-  59* 

83-  59 

82 

34 

111 

8- 

7* 

8.1 

7.6 

O.f'j 

Occidental  Petroleum/Dec 

OXY 

n 

39-   17 

36-  23 

28% 

0 

83 

NM- 

2 

9.2 

9.5 

0.1  j 

Ogden/Dec 

OG 

n 

40-   18 

32-  24 

30'/2 

15 

96 

15- 

4 

14.9 

10.0 

0.2 

Ohio  Edison/Dec 

OEC 

n 

16-     9 

15-     9 

14 

14 

95 

10- 

4 

5.6 

5.9 

1C 

Oklahoma  Gas  &  Elec/Dec 

OGE 

n 

24-   12 

24-   19 

22% 

12 

93 

14- 

5 

9.2 

8.5 

0.9] 

Old  Kent  Financial/Dec 

OKEN 

0 

27-     7 

27-   14 

24'/2 

69 

140 

7- 

4 

7.0 

7.1 

0  6 

Old  Stone/Dec 

OSTN 

0 

32-   15 

32-  22 

30 

29 

107 

NM- 

3 

9.7 

7.0 

0: 

Olin/Dec 

OLN 

n 

37-   13 

37-  26 

311/. 

18 

98 

15- 

5 

8.2 

7.9 

0.2  j 

Owens-Corning  Fbrgls/Dec 

OCF 

n 

47-  15 

37-  25 

33% 

16 

96 

NM- 

6 

8.6 

7.8 

0.3, 

Owens-Illinois/Dec 

OI 

n 

46-  18 

46-  31 

42% 

20 

100 

31- 

4 

9.1 

8.1 

0.3 

Paccar/Dec 

PCAR 

o 

60-   19 

53-  39 

47% 

-2 

81 

29- 

3 

6.9 

6.7 

0.3 

Pacific  Gas  &  Elec/Dec 

PCG 

n 

18-   10 

18-   12 

17'/8 

27 

105 

8- 

5 

6.5 

6.3 

0.6 

Pacific  Lighting/Dec 

PLT 

n 

43-  17 

43-  31 

42% 

22 

101 

12- 

4 

11.9 

7.8 

0.3 

Pacific  Resources/Dec 

PRI 

o 

15-     6 

10-     6 

8'/2 

0 

82 

NM- 

6 

NM 

9.4 

0.C 

Padfic  Telesis  Grp/Dec 

PAC 

n 

73-  51* 

73-  54 

72% 

27 

105 

9- 

7* 

8.6 

7.9 

0.9 

PacifiCorp/Dec 

PPW 

n 

27-  16 

27-  21 

27i/8 

22 

101 

10- 

4 

7.9 

7.1 

0.9 

Paine  Webber  Group/Sep 

PWJ 

n 

61-     6 

43-  25 

38i/8 

36 

113 

NM- 

4 

65.7 

13.3 

0.4 

Pan  Am  Corp/Dec 

PN 

n 

9-     2 

7-     4 

4'/2 

-32 

56 

NM- 

1 

NM 

NM 

0.1 

Panhandle  Eastern/Dec 

PEL 

n 

52-  21 

40-  31 

37% 

0 

83 

11- 

4 

9.7 

8.5 

0.5 

Parker-Hannifin/Jun 

PH 

n 

40-  15 

40-  25 

30'/4 

-3 

80 

25- 

6 

9.5 

8.8 

0.5 

Penn  Central/Dec 

PC 

n 

55-     9 

55-  41 

49% 

20 

100 

NM- 

4 

11.2 

11.9 

0.7 

JC  Penney/Jan 

JCP 

n 

68-  20 

56-  45 

47% 

-A 

79 

13- 

5 

8.2 

7.3 

0.2 

'Range  is  for  less  than  5  years.     NA:  not  available 

or  not  applicable.     NM:  not  meaningful. 

E:  estimate     Stock  prices  as  of  Mar 

22,  1985. 
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1985 

indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock               by 
(mil)       institutions 

et                 latest 
>fit            12  months 
gin                  EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factot  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

9%                $7.90 

$7.90 

$8.63 

9% 

8 

high 

$2.40 

30% 

4% 

11.9 

49% 

3                      4.07 

4.07 

4.56 

12 

21 

very  high 

1.32 

32 

12 

30.6 

36 

4                    3.30 

3.30 

3.35 

2 

24 

high 

0.88 

27 

12 

100.0 

64 

2                      6.04 

6.04 

5.96 

-1 

18 

high 

3.60 

60 

10 

25.2 

18 

7                     3.68 

3.68 

3.62 

-2 

15 

average 

2.44 

66 

8 

52.1 

26 

1                      2.53 

2.53 

2.97 

17 

15 

high 

0.52 

21 

9 

39.5 

51 

1.23 

1.23 

2.15 

74 

16 

very  low 

1.00 

81 

-23 

30.3 

37 

2.84 

2.84 

2.92 

3 

14 

high 

2.00 

70 

7 

115.5 

22 

1                   -7.06 

-7.06 

2.66 

NM 

10 

low 

3.04 

NM 

NM 

27.0 

23 

1                   -2.33 

-2.33 

0.48 

NM 

17 

very  low 

0.20 

NM 

-18 

61.9 

50 

7                      7.66 

7.66 

7.96 

4 

22 

high 

3.40 

44 

8 

62.9 

54 

4.75 

4.75 

5.27 

11 

3 

average 

2.40 

51 

9 

16.7 

20 

]                     4.53 

4.53 

4.95 

9 

3 

high 

1.00 

22 

3 

28.7 

83 

1                   -1.71 

NA 

NA 

NA 

NA 

NA 

0.00 

NA 

NA 

5.1 

5 

i                     2.85 

2.85 

2.70 

-5 

18 

average 

1.58 

55 

8 

104.5 

28 

1.62 

1.62 

1.74 

7 

17 

average 

1.56 

96 

1 

69.5 

42 

i                     5.80 

5.80 

5.87 

1 

22 

very  high 

3.24 

56 

7 

31.0 

40 

]                     4.06 

4.06 

5.40 

33 

4 

low 

2.72 

67 

4 

4.9 

51 

3.63 

3.63 

4.12 

13 

23 

average 

1.20 

33 

14 

46.1 

37 

i                    3.75 

3.75 

5.34 

42 

5 

low 

2.68 

72 

3 

19.9 

33 

>                      2.44 

2.44 

2.75 

13 

8 

high 

0.68 

28 

18 

10.3 

13 

1.67 

1.67 

3.14 

88 

8 

high 

0.80 

48 

6 

9.3 

53 

)                     3.04 

3.04 

3.42 

13 

8 

average 

2.00 

66 

4 

19.7 

52 

1.90 

1.90 

3.41 

79 

22 

low 

1.80 

95 

5 

29.0 

70 

1                   -1.60 

-1.60 

NA 

NA 

NA 

NA 

0.00 

NA 

NA 

93.4 

10 

3.74 

3.74 

4.81 

29 

19 

low 

0.90 

24 

3 

21.8 

91 

I                   10.10 

10.10 

10.74 

6 

33 

high 

6.00 

59 

NA 

100.5 

33 

>                    3.08 

3.08 

2.96 

-4 

15 

low 

2.50 

81 

4 

95.9 

36 

1                    2.05 

2.05 

3.04 

48 

9 

average 

1.80 

88 

5 

19.0 

38 

2.50 

2.50 

2.39 

-4 

18 

high 

1.88 

75 

1 

120.4 

11 

)                     2.47 

2.47 

2.69 

9 

22 

high 

2.00 

79 

5 

41.5 

25 

3.50 

3.50 

3.47 

-1 

3 

very  high 

1.00 

29 

5 

11.4 

53 

3.09 

3.09 

4.30 

39 

2 

high 

2.08 

67 

2 

3.3 

2 

3.81 

3.81 

3.94 

3 

12 

average 

1.50 

39 

6 

22.9 

67 

3.87 

3.87 

4.30 

11 

12 

average 

1.40 

36 

2 

29.5 

53 

»                     4.70 

4.70 

5.27 

12 

11 

average 

1.68 

36 

4 

29.6 

54 

6.91 

6.91 

7.11 

2 

9 

average 

1.20 

17 

5 

18.1 

37 

2.62 

2.62 

2.72 

3 

21 

high 

1.72 

66 

7 

312.6 

30 

<                     3.56 

3.56 

5.43 

52 

14 

high 

3.32 

93 

-4 

38.5 

36 

I                   -0.21 

-0.21 

0.90 

NM 

3 

low 

0.05 

NM 

NA 

14.2 

64 

8.46 

8.46 

9.14 

8 

32 

high 

5.40 

64 

NA 

99.1 

37 

3.42 

3.42 

3.80 

11 

18 

high 

2.32 

68 

-1 

61.5 

25 

0.58 

0.77 

2.87 

272 

5 

low 

0.60 

103 

17 

16.5 

27 

-2.00 

-2.00 

-0.07 

NM 

15 

very  low 

0.00 

NA 

NA 

103.3 

14 

3.88 

3.88 

4.42 

14 

22 

average 

2.30 

59 

7 

43.3 

56 

3.20 

2.68 

3.42 

28 

14 

average 

1.12 

35 

5 

27.1 

55 

4.45 

4.45 

4.16 

-7 

6 

average 

0.00 

NA 

NA 

40.0 

52 

5.81 

5.81 

6.57 

13 

26 

average 

2.36 

41 

7 

74.4 

51 

rces  William  O'Neil  &  Co 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  p 
12-m 
high 

— Stock  performance — 
— latest  12  months — 
price       relative  to 
change         market 

Stock  price  ratios- 

onth 
low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price  H 
sales  i 

PenD  Power  &  Light/Dec 

PPL 

n 

26-   15 

26- 

20 

26 

28% 

106 

8-  4 

8.3 

7.8 

1.24  j 

Pennzoil/Dec 

PZL 

n 

63-  24 

51- 

31 

48% 

34 

111 

22-  6 

21.9 

10.3 

0.97  J 

Peoples  Bancorp/Dec 

PEOP 

0 

32-  13 

32- 

20 

31'/2 

31 

109 

15-  3 

7.9 

7.2 

0.47J 

Peoples  Energy /Sep 

PGL 

n 

17-     7' 

17- 

9 

I6V2 

76 

146 

8-  5* 

7.5 

7.2 

0.31  1 

PepsiCo/Dec 

PEP 

n 

53-  20 

53- 

36 

51% 

43 

119 

23-  7 

22.9 

12.4 

0.63  j 

Perkin-Elmer/Iul 

PKN 

n 

38-  17 

30- 

18 

241/s 

-8 

76 

33-11 

13.6 

13.3 

0.85  1 

Petrie  Stores/Jan 

PST 

n 

40-   16 

39- 

28 

345/8 

20 

100 

20-  7 

15.1 

14.0 

0.87  \ 

Pfizer/Dec 

PFE 

n 

45-  16 

43- 

29 

42 '/4 

21 

100 

19-10 

13.7 

12.3 

1.76 

Phibro-Salomon/Dec 

PSB 

n 

42-  10* 

42- 

21 

36% 

19 

99 

29-  2* 

24.9 

9.7 

0.18  ] 

Phila  Electric/Dec 

PE 

n 

18-     9 

16- 

9 

lS'A 

7 

89 

9-  3 

5.6 

5.9 

0.83  ] 

Philip  Morris/Dec 

MO 

n 

95-  31 

95- 

62 

94 

41 

117 

13-  7 

13.0 

9.5 

1.13J 

Phillips  Petroleum/Dec 

P 

n 

63-  24 

56- 

33 

39 '/8 

1 

84 

11-  5 

7.4 

7.5 

0.39  1 

Piedmont  Aviation/Dec 

PIE 

n 

35-     7 

32- 

23 

31% 

10 

91 

18-  2 

7.5 

5.9 

0.31  j 

Pillsbury/May 

PSY 

n 

48-  14 

48- 

35 

48  VS 

34 

111 

11-  5 

10.9 

10.2 

0.46  J 

Pioneer  Corp/Dec 

PNA 

n 

34-  12 

34- 

22 

19  VS 

16 

96 

20-  5 

6.0 

15.0 

2.10] 

Pioneer  Hi-Bred  Intl/Aug 

PHYB 

0 

34-  10 

34- 

23 

31 '/2 

11 

92 

25-  6 

13.8 

9.5 

1.40  1 

Pitney  Bowes/Dec 

PBI 

n 

44-   11 

44- 

27 

39 '/2 

34 

111 

17-  5 

11.3 

9.9 

0.82  j 

Pittston/Dec 

PCO 

n 

35-     9 

15- 

9 

105/8 

-26 

61 

NM-  7 

NM 

26.6 

0.32  1 

PNC  Financial/Dec 

PNCF 

0 

52-     9 

52- 

36 

491/2 

30 

108 

8-  3 

7.6 

7.2 

0.72  ] 

Polaroid/Dec 

PRD 

n 

37-  17 

32- 

24 

29 

2 

85 

58-  9 

34.9 

17.2 

0.71  I 

Portland  Genl  Elec/Dec 

PGN 

n 

18-   11 

18- 

13 

17% 

27 

105 

14-  4 

6.4 

6.2 

1.11  1 

Potomac  Elec  Power/Dec 

POM 

n 

28-   10 

28- 

19 

27% 

43 

119 

9-  5 

8.6 

8.2 

1.09-1 

PPG  Industries/Dec 

PPG 

n 

40-  13 

40- 

25 

37% 

23 

102 

14-  4 

8.7 

7.5 

0.62  J 

Price  Co/ Aug 

PCLB 

0 

63-     6 

63- 

26 

56% 

109 

174 

62-10 

37.3 

29.3 

O.94J 

Primark/Dec 

PMK 

n 

38-   14* 

38- 

25 

36% 

45 

120 

10-  4' 

7.0 

6.6 

0.17"] 

Prime  Computer/Dec 

PRM 

n 

33-     6 

20- 

12 

'        15'/4 

-15 

70 

42-  8 

12.2 

11.4 

1.14.] 

Procter  &  Gamble/Jun 

PG 

n 

63-  31 

60- 

46 

56'/4 

18 

98 

13-  8 

12.3 

12.0 

0.70  ] 

Provident  Life  &  Ace/Dec 

PACC 

0 

101-  33 

101- 

65 

98 

43 

119 

9-  4 

9.3 

8.7 

0.66 

1 

PSFS/Dec 

PSFS 

0 

13-     7 

10- 

7 

8% 

5 

87 

NM-  3 

4.2 

7.0 

0.22.1 

Public  Service  Colo/Dec 

PSR 

n 

20-  11 

20- 

16 

20 

16 

96 

11-  6 

7.8 

8.4 

057 

Public  Service  Ind/Dec 

PIN 

n 

28-     7 

9- 

7 

7  i/g 

-21 

65 

8-  2 

6.7 

6.4 

0.42 1 

Public  Service  NH/Dec 

PNH 

n 

20-     4 

10- 

4 

41/2 

-54 

37 

7-   1 

1.5 

1.6 

0.32 

Public  Service  NM/Dec 

PNM 

n 

30-   15 

25- 

20 

2^ 

6 

88 

9-  5 

8.0 

7.6 

2.03 

Pub  Svc  Elec  &  Gas/Dec 

PEG 

h 

27-   16 

27- 

20 

26  Vi 

28 

106 

9-  5 

6.7 

6.9 

0.71 

Puget  Sound  P&L/Dec 

PSD 

n 

17-     9 

15- 

9 

141/4 

6 

88 

10-  4 

9.4 

7.5 

1.03 

Quaker  Oats/Jun 

OAT 

n 

44-  12 

44- 

29 

42% 

45 

120 

48-  5 

13.3 

11.5 

0.50 

Questar/Dec 

STR 

n 

35-   12 

35- 

23 

321/4 

16 

96 

14-  5 

10.2 

9.0 

0.85- 

Rainier  Bancorp/Dec 

RBAN 

o 

27-     9 

27- 

17 

24i/4 

29 

107 

8-  4 

7.7 

7.0 

0.59 

Ralston  Purina/Sep 

RAL 

n 

42-     9 

42- 

25 

41% 

55 

129 

23-  6 

14.9 

11.9 

0.42 

Raytheon/Dec 

RTN 

n 

58-  28 

49- 

35 

45 

25 

104 

17-  7 

15.6 

9.6 

0.63 

RCA/Dec 

RCA 

n 

44-  16 

44- 

29 

42% 

39 

115 

NM-  6 

18.0 

10.8 

0.35 

Republic  Airlines/Dec 

RAI 

n 

12-     3 

7- 

3 

6 

50 

125 

NM-  6 

20.0 

5.7 

0.12 

Republic  New  York/Dec 

RNB 

n 

50-  12 

45- 

32 

42% 

15 

96 

9-  2 

7.7 

7.1 

0.64 

RepublicBank/Dec 

RPT 

n 

38-   18" 

35- 

22 

32'/8 

7 

89 

9-  4 

6.9 

6.2 

0.40 

Revco  DS/May 

RDS 

n 

38-     9 

33- 

23 

24'* 

-23 

63 

15-  6 

10.6 

9.4 

0.38 

Revlon/Dec 

REV 

n 

54-  23 

41- 

30 

36 1/2 

23 

102 

18-  6 

12.2 

11.5 

0.58 

RJ  Reynolds  Inds/Dec 

RJR 

n 

86-  25 

86- 

52 

84 1/2 

64 

136 

9-  5 

8.4 

9.5 

0.88 

Reynolds  Metals/Dec 

RLM 

n 

42-  19 

-40- 

26 

35% 

0 

82 

NM-  3 

5.8 

6.5 

0.20 

'Range  is  for  less  than  5  years.     NA  not  available 

r  not  applicable.     NM:  not  meaningful 

E:  estimate 

Stock  prices  as  of  Mar 

22,  1985. 
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indicated 
rate 

p?jS5 

— Shares  outstanding — 
common       %  held 
stock               by 
{mil)       institutions 

;t                  latest 
fit            12  months 
gin                  EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

1%                $3.12 

$3.12 

$3.34 

7% 

16 

high 

$2.56 

82% 

4% 

74.5 

n% 

2.23 

2.23 

4.73 

112 

19 

low 

2.20 

99 

I 

46.8 

48 

4.00 

4.00 

4.37 

9 

4 

average 

1.00 

25 

2 

3.8 

5 

2.20 

2.07 

2.29 

11 

7 

low 

1.20 

55 

NA 

32.0 

34 

2.25 

2.25 

4.17 

85 

21 

very  high 

1.68 

75 

7 

93.9 

56 

1.78 

1.49 

1.82 

22 

26 

average 

0.56 

32 

6 

44.1 

63 

2.30 

2.30 

2.48 

8 

6 

high 

1.40 

61 

11 

21.1 

29 

3.08 

3.08 

3.44 

12 

30 

very  high 

1.48 

48 

18 

160.5 

60 

1.48 

1.48 

3.82 

158 

8 

average 

0.54 

36 

10 

145.0 

48 

2.70 

2.70 

2.60 

-4 

14 

high 

2.20 

82 

5 

159.9 

14 

7.24 

7.24 

9.91 

37 

20 

high 

4.00 

55 

20 

122.8 

62 

5.26 

5.26 

5.21 

-1 

30 

average 

2.40 

46 

4 

154.6 

44 

4.16 

4.16 

5.28 

27 

21 

low 

0.28 

7 

8 

12.7 

51 

4.41 

4.23E 

4.74 

12 

15 

very  high 

1.56 

35 

12 

43.4 

49 

4.90 

4.90 

1.97 

-60 

14 

very  low 

1.24 

25 

13 

32.8 

27 

2.28 

2.17 

3.32 

53 

14 

high 

0.92 

40 

16 

31.9 

37 

3.51 

3.51 

3.97 

13 

13 

very  high 

1.20 

34 

11 

35.7 

61 

-0.69 

-0.69 

0.40 

NM 

9 

very  low 

0.00 

NA 

NA 

38.1 

52 

6.51 

6.51 

6.89 

6 

15 

high 

2.32 

36 

20 

21.7 

53 

0.83 

0.83 

1.69 

104 

20 

very  low 

1.00 

120 

0 

31.0 

55 

2.80 

2.80 

2.89 

3 

10 

average 

1.82 

65 

2 

44.7 

9 

3.23 

3.23 

3.36 

4 

22 

average 

2.16 

67 

7 

47.2 

26 

4.33 

4.33 

5.02 

16 

13 

high 

1.60 

37 

6 

69.9 

54 

1.51 

1.27 

1.92 

51 

13 

average 

0.00 

NA 

NA 

22.6 

40 

5.26 

5.26 

5.57 

6 

7 

average 

2.00 

38 

32 

9.5 

32 

1.25 

1.25 

1.34 

7 

28 

average 

0.00 

NA 

NA 

47.3 

51 

4.57 

5.35 

4.69 

-12 

22 

average 

2.60 

57 

9 

167.1 

44 

10.57 

10.57 

11.25 

6 

9 

average 

2.88 

27 

11 

9.3 

50 

2.05 

2.05 

1.23 

-40 

5 

very  low 

0.00 

NA 

NA 

35.1 

60 

2.55 

2.55 

2.39 

-6 

22 

average 

1.92 

75 

5 

51.6 

25 

1.06 

1.06 

1.11 

5 

15 

low 

1.00 

94 

-15 

53.9 

44 

3.07 

3.07 

2.86 

-7 

4 

average 

0.00 

NA 

NA 

37.2 

5 

3.11 

3.11 

3.31 

6 

12 

average 

2.88 

93 

6 

35.7 

25 

3.95 

3.95 

3.84 

-3 

21 

very  high 

2.72 

69 

4 

118.6 

23 

1.52 

1.52 

1.91 

26 

8 

average 

1.76 

116 

1 

46.8 

10 

3.20 

3.35 

3.72 

11 

20 

very  high 

1.24 

39 

11 

40.9 

52 

3.16 

3.16 

3.57 

13 

11 

low 

1.60 

41 

4 

18.1 

54 

3.13 

3.13 

3.48 

11 

18 

very  high 

1.00 

32 

9 

19.7 

44 

2.80 

2.68 

3.49 

30 

20 

high 

1.00 

36 

9 

80.0 

51 

2.88 

2.88 

4.68 

63 

32 

high 

1  60 

56 

8 

84.7 

56 

2.38 

2.38 

3.96 

66 

13 

high 

1.04 

44 

-17 

82.0 

56 

0.30 

0.30 

1.05 

250 

16 

very  low 

0.00 

NA 

NA 

30.6 

11 

5.49 

5.49 

5.98 

9 

4 

high 

1.64 

30 

18 

16.9 

19 

4.66 

4.66 

5.21 

11 

22 

high 

1.64 

35 

12 

27.4 

39 

2.30 

2.14E 

2.59 

21 

15 

average 

0.80 

35 

19 

36.6 

56 

2.99 

2.99 

3.18 

6 

17 

high 

1.84 

62 

2 

38.2 

57 

10.04 

10.04 

8.88 

-12 

24 

average 

4.10 

41 

10 

103.3 

51 

6.07 

6.07 

5.47 

-10 

18 

low 

1.00 

17 

-24 

21.0 

56 

ces  William  O'Neil  &  Co 

Tl)e  Institutional  Brokers, 

Estimate  System  (IBIiS),  a  service  of  Lynch, 

/ones  &  Ryan 
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.                                  ... 

Company/fiscal  year-end 

Ticker 

Exch 

— Stock  performance — 
— latest  12  months — 
price        relative  to 
change         market 

Stock  price  ratios- 

5-year 
high-low 

12-month 
high-low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

pric> 

sale  j 

Richardson-Vicks/Jun 

RVI 

n 

35- 

21* 

30- 

24 

30% 

7% 

89 

15-  5* 

9.6 

9.9 

0.5'  j 

Riggs  National/Dec 

RIGS 

o 

40- 

17 

39- 

27 

38 

14 

95 

10-  4 

8.5 

7.5 

0.3'  j 

RIHT  Financial/Dec 

RIHT 

0 

59- 

I7 

55- 

45 

47  Vi 

-7 

76 

24-  3 

7.0 

NA 

0.3!  | 

Rite  Aid/Feb 

RAD 

n 

34- 

5 

34- 

18 

31'/8 

68 

140 

18-  7 

16.0 

15.2 

0.9  I 

Roadway  Services/Dec 

ROAD 

0 

37- 

12 

34- 

24 

29 

5 

87 

17-  7 

11.6 

10.2 

0  7 

Rochester  Gas  &  Elec/Dec 

RGS 

n 

21- 

10 

21- 

12 

20'/2 

36 

113 

8-  3 

5.6 

5.7 

0.6  j 

Rockwell  Intl/Sep 

ROK 

n 

39- 

11 

39- 

23 

35% 

40 

116 

15-  6 

9.9 

9.4 

0.5. 

Rohm  &  Haas/Dec 

ROH 

n 

81- 

17 

72- 

48 

61% 

5 

87 

16-  4 

9.2 

8.4 

0.7: 

Rubber  maid/I  ><:> 

RBD 

n 

50- 

10 

50- 

33 

46% 

42 

118 

22-  7 

16.9 

14.7 

1.3! 

Ryder  System/Dec 

RDR 

n 

30- 

7 

29- 

19 

25% 

11 

93 

15-  5 

9.0 

9.0 

0.4'  j 

Safeco/Dec 

SAFC 

0 

38- 

15 

38- 

28 

345/s 

15 

96 

13-  5 

13.0 

10.5 

0.71 

Safeway  Stores/Dec 

SA 

n 

34- 

12 

34- 

21 

33  Vfe 

32 

110 

11-  6 

10.6 

9.7 

O.li 

St  Paul  Cos/Dec 

STPL 

0 

71- 

34 

68- 

38 

56% 

-A 

79 

NM-  4 

NM 

NM 

0.4^ 

San  Diego  Gas  &  Elec/Dec 

SDO 

n 

24- 

10 

24- 

18 

23% 

26 

105 

14-  4 

7.8 

7.2 

0.71 

Sanders  Associates/Jul 

SAA 

n 

61- 

17 

51- 

51 

37 

2 

85 

30-12 

18.0 

13.6 

0.8  ] 

Santa  Fe  Southern/Dec 

SFX 

n 

NA-NA 

31- 

20 

275/s 

15 

96 

13-  5 

10.6 

9.3 

0.7  1 

Sara  Lee/Iun 

CFD 

n 

39- 

10 

39- 

26 

38 

38 

115 

10-  5 

11.0 

10.5 

0.2  ; 

Scana/Dec 

SCG 

n 

24- 

12 

24- 

18 

23 

30 

108 

10-  6 

7.5 

7.9 

0.8 

Schering-Plough/Dec 

SGP 

n 

48- 

25 

42- 

33 

397/s 

13 

94 

14-  7 

11.4 

10.7 

1.0. 

SCM/Jun 

SCM 

n 

50- 

17 

50- 

35 

47% 

26 

105 

24-  3 

12.7 

8.8 

0.2 

SCOA  Industries/Ian 

SCOA 

n 

34- 

7 

33- 

20 

27  Vi 

30 

108 

18-  5 

11.5 

11.8 

0.3: 

Scott  Paper/Dec 

SPP 

n 

39- 

14 

39- 

26 

35% 

20 

100 

15-  3 

9.3 

7.9 

0.6  v 

Sea-Land/Dec 

SLN 

n 

28- 

15* 

28- 

15 

245/8 

NA 

83 

8-  5* 

7.0 

6.7 

0.3!i 

GD  Searle/Dec 

SRL 

n 

66- 

17 

66- 

38 

56% 

25 

104 

20-11 

17.5 

13.2 

2.2 

Sears,  Roebuck/Dec 

S 

n 

45- 

14 

38- 

30 

34>/S 

7 

89 

14-  7 

9.5 

7.8 

0.3i 

Security  Pacific/Dec 

SPC 

n 

31- 

9 

31- 

19 

27  'A 

23 

102 

8-  3 

6.9 

6.2 

0.3 

Service  Merchandise/Dec 

SMCH 

o 

27- 

4 

17- 

11 

12% 

-12 

72 

19-  5 

8.6 

7.5 

0.2. 

Shared  Medical  Systm/Dec 

SMED 

o 

44- 

7 

34- 

21 

30 

19 

99 

39-13 

21.9 

18.0 

2.8 

Shawmut/Dec 

SHAS 

0 

35- 

11 

35- 

23 

30 

23 

102 

8-  4 

6.5 

6.2 

0.4- 

Shell  Oil/Dec 

UO 

n 

66- 

27 

62- 

52 

59  '/4 

3 

86 

13-  5 

10.3 

10.6 

0.8 

Sherwin-Williams/Dec 

SHW 

n 

35- 

6 

35- 

24 

32'/. 

28 

106 

15-  5 

11.4 

10.3 

0.3 

Shoney's/Oct 

SHON 

0 

28- 

3 

28- 

16 

28 

60 

133 

24-  8 

24.6 

21.1 

1.6  • 

Signal  Cos/Dec 

SGN 

n 

39- 

13 

37- 

25 

33  Vi 

19 

99 

39-  6 

13.3 

10.6 

0.66 

Singer/Dec 

SMF 

n 

38- 

6 

38- 

24 

351/2 

45 

120 

NM-  5 

13.8 

8.5 

0.2 

SmithKline  Beckman/Dec 

SKB 

n 

88- 

44 

63- 

50 

591,, 

19 

99 

19-  8 

9.6 

9.2 

1.6 

Snap-On  Tools/Dec 

SNA 

n 

41- 

17 

41- 

29 

341/8 

15 

96 

16-  8 

11.6 

10.2 

1.22' 

Society/Dec 

SOCI 

0 

44- 

14 

44- 

29 

39% 

36 

113 

8-  3 

7.3 

6.8 

0.5 

Sonat/Dec 

SNT 

n 

40- 

20 

39- 

27 

36% 

5 

87 

10-  4 

6.9 

8.0 

0.5 

South  Carolina  Natl/Dec 

SCNC 

o 

36- 

8 

36- 

20 

33 

65 

137 

9-  4 

9.0 

8.4 

0.9 

Southeast  Banking/Dec 

STB 

n 

31- 

13 

31- 

22 

28 

22 

101 

9-  4 

8.5 

7.4 

0.4 

So  Calif  Edison/Dec 

SCE 

n 

24- 

10 

24- 

17 

23% 

30 

108 

8-  5 

7.5 

7.2 

1.0 

Southern  Company/Dec 

SO 

n 

20- 

10 

20- 

14 

19% 

23 

102 

8-  5 

6.5 

6.4 

0.7' 

So  New  England  Tel/Dec 

SNG 

n 

40- 

15 

40- 

28 

38% 

30 

108 

10-  5 

9.6 

9.1 

0.9 

Southland/Dec 

SLC 

n 

48- 

11 

37- 

23 

32 '/. 

-3 

80 

17-  6 

9.5 

7.8 

0.1 

Southmark/Jun 

SM 

n 

13- 

1 

9- 

6 

71/4 

-5 

78 

NM-  3 

4.2 

3.8 

0.4 

SouthTrust/Dec 

SOTR 

0 

26- 

6 

26- 

15 

26 

64 

136 

9-  3 

8.8 

7.6 

0.8 

Southwest  Airlines/Dec 

LUV 

n 

15- 

4 

26- 

15 

23% 

1 

84 

26-  4 

14.1 

11.9 

1.3 

Southwestern  Bell/Dec 

SBC 

n 

76- 

55* 

76- 

55 

74% 

28 

106 

8-  6*' 

8.3 

7.7 

1.0 

•Range  is  for  less  than  5  years.     NA:  not  available 

or  no 

applicable.     NM:  not  meaningful 

E:  estimate 

Stock  prices  as  of  Mar 

22,  1985. 

1 

300 

FORBES,  APRIL  29, 

1985 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock                by 
(mil)       institutions 

;t                  latest 
fit            12  months 
gin                 EPS 

1984 
EPS 

estimated 
1985 
EPS 

payout 
ratio 

5-year 

growth 

rate 

%                $3.15 

$2.92 

$3.06 

4% 

10 

average 

$1.48 

47% 

3% 

23.3 

39% 

4.49 

4.49 

5.07 

12 

3 

very  high 

2.00 

45 

8 

6.0 

12 

6.83 

6.83 

NA 

NA 

NA 

NA 

2.32 

34 

2 

2.2 

32 

1.94 

1.74E 

2.05 

17 

19 

very  high 

0.50 

26 

23 

41.2 

53 

2.49 

2.49 

2.84 

14 

18 

average 

1.00 

40 

18 

39.9 

53 

3.64 

3.64 

3.57 

-1 

5 

high 

2.20 

60 

10 

25.6 

20 

3.60 

3.25 

3.82 

17 

21 

high 

1.00 

28 

9 

147.8 

49 

6.73 

6.73 

7.36 

9 

19 

high 

2.00 

30 

12 

24.8 

61 

2.77 

2.77 

3.17 

14 

11 

very  high 

0.84 

30 

12 

16.9 

41 

2.86 

2.86 

2.87 

0 

15 

high 

0.60 

21 

3 

47.1 

80 

2.66 

2.66 

3.30 

24 

20 

low 

1.50 

56 

11 

37.1 

55 

3.12 

3.12 

3.41 

9 

13 

average 

1.60 

51 

5 

59.6 

50 

-10.72 

-10.72 

-0.37 

NM 

21 

very  low 

3.00 

NM 

10 

20.0 

71 

3.01 

3.01 

3.24 

7 

14 

high 

2.10 

70 

8 

53.9 

25 

2.06 

2.25 

2.73 

21 

27 

average 

0.56 

27 

16 

19.2 

56 

2.61 

2.61 

2.97 

13 

17 

average 

1.00 

38 

4 

181.1 

41 

3.44 

3.25 

3.61 

11 

20 

very  high 

1.44 

42 

8 

55.0 

42 

3.05 

3.00 

2.92 

-2 

14 

high 

2.16 

71 

4 

40.3 

31 

3.50 

3.50 

3.72 

6 

28 

very  high 

1.68 

48 

1 

50.7 

61 

3.77 

4.24 

5.43 

28 

7 

low 

2.00 

53 

4 

9.9 

38 

2.40 

2.40 

2.33 

-3 

7 

average 

0.76 

32 

15 

16.4 

35 

3.83 

3.83 

4.52 

18 

15 

high 

1.12 

29 

2 

48.2 

40 

3.51 

3.51 

3.67 

5 

4 

average 

0.00 

0 

NA 

23.2 

40 

3.24 

3.24 

4.29 

32 

24 

average 

0.52 

16 

0 

49.5 

72 

3.64 

3.64 

4.44 

21 

26 

average 

1.76 

48 

7 

361.4 

47 

3.96 

3.96 

4.37 

10 

26 

very  high 

1.22 

31 

9 

73.0 

59 

1.46 

1.46 

1.69 

15 

14 

low 

0.08 

5 

3 

35.6 

42 

1.37 

1.37 

1.67 

21 

27 

high 

0.48 

35 

31 

24.4 

57 

4.60 

4.60 

4.87 

5 

7 

high 

1.68 

37 

16 

10.4 

27 

5.73 

5.73 

5.59 

-2 

16 

average 

2.00 

35 

5 

309.3 

33 

2.84 

2.84 

3.13 

10 

6 

average 

0.92 

32 

25 

22.5 

47 

1.14 

1.09 

1.33 

22 

20 

high 

0.15 

13 

11 

28.3 

39 

2.50 

2.50 

3.13 

25 

12 

very  high 

1.00 

40 

7 

109.1 

41 

2.57 

2.57 

4.19 

63 

12 

average 

0.10 

4 

0 

17.1 

57 

6.19 

6.19 

6.46 

4 

29 

very  high 

2.80 

45 

12 

79.4 

60 

2.93 

2.93 

3.33 

13 

11 

average 

1.16 

40 

3 

20.4 

51 

5.43 

5.43 

5.84 

7 

7 

high 

1.84 

34 

5 

8.7 

16 

5.33 

5.33 

4.60 

-13 

20 

average 

1.85 

35 

21 

40.5 

46 

3.68 

3.68 

3.91 

6 

5 

average 

0.96 

26 

8 

8.7 

31 

3.30 

3.30 

3.78 

14 

15 

average 

1.20 

36 

4 

16.1 

43 

3.18 

3.18 

3.30 

3 

24 

high 

2.04 

64 

9 

211.7 

45 

3.00 

3.00 

3.03 

0 

21 

high 

1.92 

64 

4 

245.9 

22 

4.03 

4.03 

4.26 

5 

12 

average 

2.72 

67 

*      9 

29.8 

20 

3.41 

3.41 

4.13 

21 

11 

low 

1 .00 

29 

12 

47.1 

37 

1.71 

1.71 

1.92 

12 

1 

NA 

0.20 

12 

65 

34.9 

14 

2.96 

2.96 

3.43 

15 

4 

very  high 

1.00 

34 

9 

12.6 

12 

1.69 

1.69 

2.00 

18 

19 

low 

0.13 

8 

2 

29.4 

67 

9.04 

9.04 

9.71 

7 

33 

high 

5.60 

62 

NA 

98.5 

35 

ces  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryat 

via  Micro/Scan  Data  on  diskette  from  Isys 

Corp ,  Forhfs 
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The  Forbes  500s  on  Wall  Street 

Company/fiscal  year-end 

Ticker 

Exch 

— Stock  performance — 
— latest  12  months — 
price       relative  to 
change         market 

Stock  price  ratios- 

5-year 
high-low 

12-month 
high-low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price  1 
sales 

Southwstrn  Pub  Svc/Aug 

SPS 

n 

22-  10 

22- 

17 

21l/8 

10% 

91 

10-  5 

8.1 

7.9 

1.04 

Sovran  Financial/Dec 

SOVN 

0 

43-   10 

43- 

25 

40 

22 

101 

9-  3 

8.5 

7.7 

0.75  ' 

Sperry/Mai 

SY 

n 

66-  21 

54- 

34 

51 

21 

100 

15-  5 

10.4 

8.7 

0.54  | 

Square  D/Dec 

SQD 

n 

44-  18 

44- 

31 

37% 

2 

85 

19-  6 

10.1 

8.8 

0.79  ' 

Squibb/Dec 

SQB 

n 

56-  24 

55- 

38 

54% 

19 

99 

17-  9 

14.7 

13.0 

1.54  j 

Staley  Cntl/Sep 

STA 

n 

43-  15 

24- 

18 

20% 

-5 

78 

NM-  3 

16.4 

9.7 

0.26  j 

Standard  Oil  Ind/Dec 

SN 

n 

100-  34 

64- 

50 

62 '/s 

17 

97 

15-  5 

8.1 

7.8 

0.63' 

Standard  Oil  Ohio/Dec 

SOH 

n 

92-  27 

51- 

40 

47% 

6 

88 

12-  3 

7.7 

6.9 

0.95 

Stanley  Works/Dec 

SWK 

n 

30-  13 

30- 

20 

27'/s 

10 

91 

19-  7 

10.4 

9.0 

0.63  j 

State  Street  Boston/Dec 

STBK 

0 

56-     5 

56- 

31 

52% 

63 

135 

9-  2 

9.2 

9.2 

0.89  j 

Stauffer  Chemical/Sep 

STF 

n 

32-  15 

28- 

16 

27% 

23 

102 

NM-  5 

NM 

17.3 

0.83  j 

Sterling  Drug/Dec 

STY 

n 

33-  16 

33- 

24 

33% 

30 

108 

14-  9 

14.1 

13.0 

1.10  j 

Stop  &  Shop  Cos/Jan 

SHP 

n 

63-     5 

53-  32 

45% 

31 

109 

14-  3 

10.0 

9.1 

0.19] 

Storer  Comm/Dec 

SCI 

n 

73-  21 

73- 

31 

72  Vi 

125 

187 

NM-10 

-71.1 

69.0 

2.21 

Student  Loan  Mktg/Dec 

SLM 

n 

35-  21* 

35- 

22 

267/s 

10 

91 

21-13* 

14.1 

11.2 

0.91  j 

Subaru  of  America/Oct 

SBRU 

0 

142-  10 

142- 

77 

134 

73 

144 

14-  4 

13.0 

11.0 

0.68  \ 

Suburban  Bancorp/Dec 

SUBC 

0 

47-   13 

47- 

32 

46  Vi 

32 

110 

9-  4 

8.6 

7.8 

0.86  ] 

Sumitomo  Bank  Cal/Dec 

SUM1 

0 

18-     9 

15- 

12 

14 

-2 

81 

8-  4 

7.2 

NA 

0.28] 

Sun  Banks/Dec 

SU 

n 

33-  11 

33- 

22 

30  'A 

24 

103 

10-  5 

10.3 

8.3 

0.64] 

Sun  Company  /Dec 

SUN 

n 

60-  27 

60- 

44 

49  Vi 

-6 

77 

14-  3 

10.6 

10.4 

0.39] 

Sundstrand/Dec 

SNS 

n 

60-  23 

50- 

34 

45 

5 

87 

21-  5 

12.4 

9.8 

0.80 

Sunwest  Financial/Dec 

SFSI 

0 

41-   13 

41- 

29 

38% 

26 

105 

8-  4 

8.4 

8.6 

0.72: 

Super  Food  Services/ Aug 

SFS 

a 

29-     6 

29- 

16 

27% 

48 

123 

18-  6 

12.3 

11.3 

0.07 

Super  Valu  Stores/Feb 

SVU 

n 

37-     9 

35- 

24 

30% 

28 

106 

18-  7 

13.7 

11.7 

0.18- 

Supermarkets  General/Jan 

SGL 

n 

39-     5 

39- 

20 

36% 

72 

143 

14-  4 

12.5 

11.0 

0.15 

Swift  Independent/Oct 

SFT 

a 

38-     9* 

28- 

20 

247/s 

-10 

74 

23-  2* 

20.2 

9.9 

0.04  \ 

Sysco/Jun 

SYY 

n 

45-     7 

38- 

26 

341/4 

-8 

76 

23-  6 

15.1 

13.9 

0.30 

Tambrands/Dec 

TMB 

o 

73-    2S 

73- 

47 

68\ 

37 

114 

14-  7 

13.5 

11.9 

1.96 

Tandem  Computers/Sep 

TNDM 

0 

40-     6 

34- 

13 

22  !/4 

-32 

56 

72-13 

19.5 

16.7 

1.61 

Tandy/Jun 

TAN 

n 

65-     7 

37- 

23 

33!/4 

1 

84 

28-  6 

13.5 

13.0 

1.07 

TECO  Energy /Dec 

TE 

n 

32-  15 

32- 

24 

29  Vi 

13 

94 

9-  5 

7.9 

8.0 

1.11 

Tecumseh  Products/Dec 

TECU 

0 

106-  52 

106- 

79 

104 

14 

95 

12-  5 

8.0 

8.0 

0.63 

Tektronix/May 

TEK 

n 

87-  34 

68- 

51 

58% 

3 

86 

34-  9 

8.5 

93 

0.80 

Tele-Comm/Dec 

TCOMA 

b 

27-     4 

27- 

16 

257/s 

52 

126 

NM-16 

66.3 

57.5 

2.44 

Teledyne/Dec 

TDY 

n 

302-  61 

302- 

147 

252  Vi 

51 

125 

16-  4 

14.3 

11.2 

0.85 

Telerate/Sep 

TLR 

n 

24-  14' 

23- 

14 

20% 

15 

96 

52-21* 

29.9 

23.4 

7.45 

Temple-Inland/Dec 

TIN 

n 

40-  25* 

40- 

26 

33% 

4 

86 

18-  7* 

8.0 

7.2 

0.65 

Tenneco/Dec 

TGT 

n 

58-  23 

45- 

32 

40  Vi 

1 

84 

10-  4 

10.1 

8.2 

0.40 

Tesoro  Petroleum/Sep 

TSO 

n 

32-     9 

21- 

9 

12% 

-22 

64 

57-  2 

49.5 

15.9 

0.06 

Texaco/Dec 

TX 

n 

54-  26 

41- 

32 

34% 

-10 

74 

40-  4' 

33.7 

7.5 

0.17 

Texas  Air/Dec 

TEX 

a 

15-     4 

12- 

6 

10% 

63 

135 

NM-  6 

8.6 

4.3 

0.10 

Texas  American  Bshs/Dec 

TXA 

n 

46-  16 

43- 

33 

34<« 

-8 

76 

12-  5 

8.5 

7.4 

0.55 

Texas  Cmmrce  Bshs/Dec 

TCB 

n 

48-  21 

48- 

35 

36'/s 

-17 

68 

11-  5 

6.4 

5.8 

0.57 

Texas  Eastern/Dec 

TET 

n 

45-  19 

36- 

26 

31»/2 

0 

82 

11-  5 

7.8 

7.9 

0.27 

Texas  Instruments/Dec 

TXN 

n 

176-  71 

150-106 

110% 

-17 

68 

NM-  8 

8.5 

11.5 

0.47 

Texas  Oil  &  Gas/Aug 

TXO 

n 

28-     7 

28- 

17 

16% 

-28 

59 

27-  8 

10.1 

9.2 

1.74 

Texas  Utilities/Dec 

TXU 

n 

28-  15 

28- 

21 

27 

16 

96 

8-  5 

6.5 

6.3 

0.88 

Textron/Dec 

TXT 

n 

44-  17 

44- 

26 

42 

52 

126 

17-  5 

13.5 

9.3 

0.44  . 

•Range  is  for  less  than  5  years.    NA;  not  avai 

able  or  not  applicable.     NM:  not  meaningful 

E:  estimate 

Stock  prices  as  of  Mar 

22,  1985. 
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1985 

— Earnings 

indicated 
rate 

— Shares  outstanding — 
common       %  held 
stock               by 
(mil)       institutions 

t                 latest 
it            12  months 
jn                 EPS 

1984 
EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

%                $2.62 

$2.57 

$2.67 

4% 

14 

high 

$1.88 

72% 

8% 

39.9 

24% 

4.73 

4.73 

5.19 

10 

15 

high 

1.68 

36 

10 

17.0 

31 

4.89 

4.84E 

5.87 

21 

16 

high 

1.92 

39 

3 

56.4 

65 

3.71 

3.71 

4.26 

15 

12 

very  high 

1.84 

SO 

3 

28.7 

61 

3.68 

3.68 

4.18 

14 

29 

very  high 

1.60 

44 

6 

53.3 

61 

1.24 

1.26 

2.09 

66 

16 

low 

0.80 

65 

0 

27.9 

40 

7.70 

7.70 

7.92 

3 

32 

high 

3.30 

43 

8 

274.7 

37 

6.14 

6.14 

6.84 

12 

30 

average 

2.80 

46 

42 

236.7 

19 

2.60 

2.60 

3.02 

16 

10 

very  high 

0.96 

37 

7 

26.9 

37 

5.67 

5.67 

5.71 

1 

10 

average 

1.06 

19 

17 

8.2 

41 

-0.11 

0.34 

1.60 

371 

20 

low 

1.44 

NM 

5 

43.5 

64 

2.37 

2.37 

2.57 

8 

32 

very  high 

1.16 

49 

6 

60.2 

61 

4.60 

4.60 

5.05 

10 

8 

high 

1.00 

22 

18 

13.7 

50 

-1.02 

-1.02 

1.05 

NM 

16 

very  low 

0.40 

NM 

-14 

16.4 

53 

1.91 

1.91 

2.39 

25 

10 

very  high 

0.16 

8 

19 

41.2 

32 

10.32 

9.84 

12.14 

23 

9 

average 

1.68 

16 

57 

6.1 

26 

5.38 

5.38 

5.90 

10 

8 

high 

1.92 

36 

4 

5.4 

23 

1.95 

1.95 

NA 

NA 

NA 

NA 

1.16 

60 

4 

5.9 

NA 

2.95 

2.95 

3.64 

23 

18 

average 

1.20 

41 

10 

22.0 

35 

4.67 

4.67 

4.74 

1 

24 

average 

2.30 

49 

7 

112.8 

42 

3.63 

3.63 

4.60 

27 

12 

average 

1.80 

50 

4 

18.3 

55 

4.56 

4.56 

4.45 

-2 

2 

high 

1.40 

31 

5 

4.5 

11 

2.27 

2.20 

2.46 

12 

4 

very  high 

0.44 

19 

16 

3.3 

28 

2.23 

2.26E 

2.62 

16 

13 

high 

0.68 

31 

15 

37.0 

50 

2.95 

2.95 

3.35 

14 

7 

very  high 

0.42 

14 

12 

17.8 

59 

1.23 

2.32 

2.52 

9 

8 

low 

1.20 

98 

30 

5.0 

31 

2.27 

2.14 

2.47 

15 

17 

very  high 

0.40 

18 

26 

21.5 

51 

5.11 

5.11 

5.78 

13 

13 

very  high 

3.20 

63 

5 

11.1 

63 

1.14 

1.04 

1.33 

28 

24 

average 

0.00 

NA 

NA 

40.6 

68 

2.46 

2.75 

2.55 

-7 

28 

average 

0.00 

NA 

NA 

88.2 

43 

3.72 

3.72 

3.71 

0 

18 

high 

2.20 

59 

9 

27.0 

44 

12.92 

12.92 

13.00 

1 

1 

NA 

4.70 

36 

9 

5.5 

40 

6.84 

5.05E 

6.25 

24 

18 

average 

1.00 

15 

3 

19.4 

61 

0.39 

0.39 

0.45 

15 

7 

very  low 

0.00 

NA 

NA 

42.4 

54 

17.69 

17.69 

22.46 

27 

8 

low 

0.00 

NA 

NA 

11.7 

22 

0.69 

0.65 

0.88 

35 

3 

high 

0.32 

46 

NA 

44.2 

6 

4.24 

4.24 

4.68 

10 

12 

average 

0.64 

15 

NA 

24.1 

55 

4.01 

4.01 

4.95 

23 

27 

low 

2.92 

73 

3 

145.2 

43 

0.25 

0.59 

0.78 

32 

2 

average 

0.40 

160 

8 

13.7 

27 

1.03 

1.03 

4.61 

348 

36 

low 

3.00 

291 

4 

237.4 

32 

1.24 

1.24 

2.47 

99 

7 

low 

0.00 

NA 

NA 

14.2 

22 

4.06 

4.06 

4.66 

15 

9 

very  high 

1.52 

37 

13 

10.6 

30 

5.64 

5.64 

6.20 

10 

24 

high 

1.56 

28 

15 

32.5 

49 

4.04 

4.04 

3.99 

-1 

23 

average 

2.20 

55 

6 

52.7 

51 

13.05 

13.05 

9.60 

-26 

31 

low 

2.00 

15 

0 

24.6 

74 

1.67 

1.65 

1.83 

11 

33 

high 

0.18 

11 

25 

210.2 

55 

4.15 

4.15 

4.29 

3 

25 

very  high 

2.52 

61 

8 

128.6 

65 

3.11 

3.11 

4.53 

46 

9 

low 

1.80 

58 

0 

33.7 

35 

es.  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys  Corp  .  Forbes 

FORBES,  APRIL  29,  1985 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  p 
12-m 
high 

— Stock  performance — 
— latest  12  months — 
price       relative  to 
change         market 

Stock  pri 

onth 
-low 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

prii 
sali 

Third  National/Dec 

TDAT 

o 

37-     8 

37- 

21 

36'/. 

47% 

122 

8-  3 

8.1 

7.2 

0.( 

Thrifty  Corp/ Aug 

TFD 

n 

25-     4 

23- 

12 

21  Va 

63 

135 

24-  6 

14.8 

12.4 

0.C 

Time  Inc/Dec 

TL 

n 

NA-NA 

53-  34 

51% 

27 

105 

35-  8 

15.4 

14.1 

l.(  ] 

Times  Mirror/Dec 

TMC 

n 

51-  14 

51- 

34 

48  Va 

35 

112 

19-  7 

14.3 

13.2 

i.:i| 

Toledo  Edison/Dec 

TED 

n 

23-  13 

19- 

13 

18% 

2 

85 

8-  4 

5.0 

5.0 

u 

Toledo  Trustcorp/Dec 

TTCO 

0 

43-  16 

43- 

34 

39 

1 

84 

10-  4 

8.8 

7.7 

0.(  j 

Torchmark/Dec 

TMK 

n 

45-     8 

45- 

20 

42 '/s 

113 

177 

14-  5 

13.4 

11.6 

i.::| 

Tosco/Dec 

TOS 

n 

45-     1 

5- 

1 

1% 

-59 

33 

NM-  1 

NM 

NM 

0.(  1 

Toys  "R"  Us/Jan 

TOY 

n 

35-     3 

35- 

24 

30V4 

20 

100 

39-  8 

23.5 

18.0 

u  j 

Trans  World  Airlines/Dec 

TWA 

n 

18-     7* 

14- 

8 

12% 

29 

107 

NM-  8* 

72.8 

9.4 

0.1 

Transamerica/Dec 

TA 

n 

33-  15 

31- 

21 

28  Vi 

22 

101 

11-  4 

11.0 

9.3 

o.; 

Transco  Energy /Dec 

E 

n 

64-  23 

56-  38 

55 

37 

114 

14-  4 

10.4 

9.8 

o.;  j 

Transohio  Finl/Dec 

TFC 

n 

14-     3 

13- 

6 

11% 

34 

111 

NM-  4 

12.4 

5.9 

o.:  ] 

Trans  world/Dec 

TW 

n 

38-     7* 

38- 

25 

34  Va 

27 

105 

12-  8* 

10.9 

9.7 

0.5  j 

Travelers/Dec 

TIC 

n 

45-  17 

45- 

26 

41% 

24 

103 

14-  4 

13.6 

9.7 

o.:  j 

Tribune/Dec 

TRB 

n 

44-  24* 

44- 

25 

43 '/i 

65 

137 

17-10* 

17.1 

14.4 

o.;  j 

Trust  Co  of  Georgia/Dec 

TRGA 

0 

35-     6 

35- 

23 

33 

25 

104 

10-  4 

9.0 

8.0 

i.: 

TRW/Dec 

TRW 

n 

82-  35 

82- 

58 

77% 

15 

96 

17-  6 

10.9 

9.8 

0' 

Tucson  Electric  Pwr/Dec 

TEP 

n 

41-  12 

38-  30 

36% 

-3 

86 

10-  4 

9.0 

7.9 

2 '  1 

Turner/Dec 

TUR 

a 

28-     6 

28- 

21 

27'/8 

14 

95 

9-  4 

8.8 

7.2 

o.« 

UAL/Dec 

UAL 

n 

50-  14 

50- 

28 

44  Vi 

39 

115 

NM-  4 

6.5 

6.3 

o.: 

Union  Camp/Dec 

UCC 

n 

43-  18 

41- 

31 

33% 

-11 

73 

17-  6 

9.1 

8.7 

0.1 

Union  Carbide/Dec 

UK 

n 

74-  33 

59- 

33 

37% 

-31 

56 

61-  3 

7.7 

6.8 

o.: 

Union  Electric/Dec 

UEP 

n 

17-  10 

17- 

12 

16'/2 

29 

107 

7-  4 

5.8 

6.4 

l. 

Union  National/Dec 

UNBC 

0 

40-  16 

40- 

27 

38 

41 

117 

9-  4 

8.6 

NA 

O.d 

Union  Pacific/Dec 

UNP 

n 

96-  29 

51- 

34 

47 

3 

86 

24-  8 

11.7 

10.4 

o.. 

Union  Trust  Bancorp/Dec 

UTBC 

0 

57-  12 

57- 

35 

56'/2 

42 

118 

NM-  3 

7.2 

6.7 

0.( 

Uniroyal/Dec 

R 

n 

18-     3 

17- 

10 

15  Va 

17 

97 

NM-  3 

10.4 

6.1 

0.3 

United  Banks  of  Colo/Dec 

UBKS 

0 

27-  13 

27- 

17 

245/8 

37 

114 

10-  5 

8.2 

7.3 

0.4 

United  Brands/Mar 

UB 

n 

27-     7 

19- 

10 

13  Vi 

-25 

61 

NM-  4 

17.1 

9.0 

0.1 

Utd  Energy  Resources/Dec 

UER 

n 

56-  22 

32- 

22 

30% 

26 

105 

50-  3 

24.0 

8.5 

o.: 

United  Financial  Grp/Dec 

UFGI 

0 

13-     2* 

11- 

5 

8  i/s 

14 

95 

NM-  1* 

1.5 

NA 

0. 

United  Illuminating/Dec 

UIL 

n 

29-     9 

22- 

9 

16'/8 

-25 

61 

6-  2 

3.0 

3.3 

o.. 

United  Jersey  Banks/Dec 

UJB 

n 

37-     8 

37- 

26 

35% 

24 

103 

9-  3 

8.3 

7.4 

0.:' 

United  Missouri  Bshs/Dec 

UMSB 

0 

36-   11 

36- 

26 

33'/. 

16 

96 

9-  4 

8.3 

NA 

0.' 

US  Bancorp/Dec 

USBC 

0 

30-  12 

30- 

16 

29% 

48 

123 

10-  4 

9.8 

8.5 

0. 

United  States  Shoe/Jan 

USR 

n 

49-     5 

32- 

23 

28  Vi 

-7 

76 

17-  4 

11.8 

8.4 

0.. 

United  States  Steel/Dec 

X 

n 

35-  16 

31- 

22 

17  Va 

-9 

75 

NM-  2 

9.8 

5.9 

0.' 

US  Tobajco/Dec 

UBO 

n 

43-     9 

40- 

31 

37% 

4 

86 

17- .7 

13.2 

11.1 



2.. 

US  Trust/Dec 

USTC 

o 

32-     8 

32- 

25 

27% 

10 

91 

11-  5 

8.2 

7.8 

0. 

US  West/Dec 

USW 

n 

76-  55* 

76- 

56 

75': 

27 

105 

8-  6* 

8.2 

7.8 

l.i 

United  Technologies/Dec 

UTX 

n 

45-  16 

45- 

29 

40 

32 

110 

12-  4 

8.2 

8.1 

0. 

United  Telecom/Dec 

UT 

n 

25-  14 

24- 

17 

22'/. 

15 

96 

11-  4 

8.7 

8.0 

0. 

United  Virginia  Bshs/Dec 

UVBK 

0 

42-  11 

42- 

25 

39!/4 

44 

120 

9-  4 

8.4 

7.5 

0. 

Unocal/Dec 

LTCL 

n 

57-  21 

50-  30 

46  Vi 

36 

113 

15-  5 

11.5 

10.8 

0. 

Upjohn/Dec 

up; 

n 

79-  38 

79- 

45 

76% 

28 

106 

14-  7 

13.6 

12.9 

1. 

USAir  Group/Dec 

U 

n 

40-     7 

39- 

22 

32% 

16 

96 

11-  2 

6.6 

6.6 

0. 

USF&G/Dec 

FG 

n 

32-  16 

32- 

18 

31s/8 

8 

90 

19-  4 

18.4 

25.5 

0. 

'Range  is  for  less  than  5  years.     NA:  not  available 

or  not  applicable.     NM:  not  meaningful. 

E:  estimate. 

Stock  prices  as  of  Mar. 

22,  1985. 

1 
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||^HHHHH9HKv''^iil^^'  ■  ^fcikS?* 

1984 
EPS 

indicated 
rate 

itstanding — 

%  held 

by 

institutions 

t                 latest 
tit            12  months 
pn                 EPS 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year             common 
growth              stock 
rate                   (mil) 

%                $4.46 

$4.46 

$5.01 

12% 

5 

very  high 

$1.28 

29% 

18%                    8.7 

41% 

1.43 

1.40 

1.70 

21 

4 

very  high 

0.60 

42 

9                      20.0 

20 

3.37 

3.37 

3.67 

9 

22 

average 

1.00 

30 

-1                      60.7 

52 

3.38 

3.38 

3.65 

8 

19 

high 

1.36 

40 

12                      68.7 

43 

3.70 

3.70 

3.68 

0 

9 

average 

2.52 

68 

4                      34.3 

15 

4.43 

4.43 

5.05 

14 

2 

high 

1.90 

43 

4                        3.9 

33 

3.15 

3.15 

3.62 

15 

16 

average 

1.00 

32 

9                      34.2 

45 

-10.19 

-10.19 

-1.20 

NM 

3 

very  low 

0.00 

NA 

NA                      23.8 

6 

1.30 

1.30 

1.69 

30 

17 

high 

0.00 

NA 

NA                      80.7 

52 

0.17 

0.17 

1.31 

671 

18 

very  low 

0.00 

NA 

NA                     32.7 

63 

2.60 

2.60 

3.05 

17 

12 

average 

1.64 

63 

8                      65.3 

43 

5.27 

5.27 

5.59 

6 

23 

average 

2.16 

41 

9                      24.4 

42 

0.96 

0.96 

2.00 

108 

2 

very  low 

0.00 

NA 

NA                        5.8 

16 

3.14 

3.14 

3.52 

12 

11 

average 

0.40 

13 

NA                      32.7 

69 

3.08 

3.08 

4.29 

39 

24 

low 

2.04 

66 

16                      84.7 

65 

2.55 

2.55 

3.03 

19 

12 

average 

0.84 

33 

5                       40.4 

33 

3.67 

3.67 

4.12 

12 

10 

high 

1.00 

27 

19                      24.4 

27 

7.14 

7.14 

7.90 

11 

17 

high 

3.00 

42 

7                      36.6 

58 

4.02 

4.02 

4.58 

14 

15 

low 

3.00 

75 

14                      23.5 

40 

3.09 

3.09 

3.75 

21 

1 

NA 

1.20 

39 

17                        3.9 

9 

6.84 

6.84 

7.06 

3 

19 

low 

1.00 

15 

NA                      34.7 

77 

3.72 

3.72 

3.89 

5 

16 

average 

1.64 

44 

5                      48.8 

63 

4.84 

4.84 

5.53 

14 

28 

low 

3.40 

70 

8                      70.4 

53 

2.84 

2.84 

2.58 

-9 

15 

average 

1.72 

61 

4                      98.4 

19 

4.42 

4.42 

NA 

NM 

NA 

NA 

2.04 

46 

7                        3.9 

43 

4.01 

4.01 

4.54 

13 

19 

high 

1.80 

45 

5                    112.8 

53 

7.82 

7.82 

8.40 

7 

2 

very  high 

2.40 

31 

9                        2.5 

28 

1.47 

1.47 

2.52 

71 

9 

low 

0.18 

12 

NA                      34.0 

43 

3.02 

3.02 

3.38 

12 

6 

very  high 

1.08 

36 

8                        8.4 

46 

0.79 

0.85E 

1.50 

76 

1 

NA 

0.00 

NA 

NA                      12.6 

79 

1.28 

1.28 

3.60 

181 

18 

average 

2.48 

194 

12                      27.8 

38 

5.29 

5.29 

NA 

NA 

NA 

NA 

0.00 

NA 

NA                        8.1 

2 

5.40 

5.40 

4.95 

-8 

1 

NA 

2.00 

37 

-2                      13.4 

7 

4.32 

4.32 

4.81 

11 

7 

very  high 

1.56 

36 

8                       6.6 

20 

4.01 

4.01 

NA 

NA 

NA 

NA 

1.00 

25 

12                        7.3 

7 

3.05 

3.05 

3.50 

15 

18 

high 

1.00 

33 

5                      19.8 

47 

2.42 

2.42 

3.38 

40 

15 

average 

0.86 

36 

13                      21.8 

61 

2.78 

2.78 

4.59 

65 

16 

very  low 

1.00 

36 

-18                    107.2 

38 

2.86 

2.86 

3.39 

19 

17 

high 

1.72 

60 

21                      27.7 

42 

3.42 

3.42 

3.58 

5 

2 

high 

1.20 

35 

6                        6.2 

56 

9.24 

9.24 

9.73 

5 

35 

high 

5.40 

58 

NA                      96.0 

38 

4.90 

4.90 

4.96 

1 

24 

high 

1.40 

29 

5                    121.4 

54 

2.57 

2.57 

2.77 

8 

20 

average 

1.92 

75 

3                      90.2 

46 

4.66 

4.66 

5.21 

12 

10 

high 

1.64 

35 

15                      12.3 

32 

4.03 

4.03 

4.32 

7 

35 

average 

1.00 

25 

7                    173.7 

37 

5.67 

5.67 

5.98 

5 

31 

high 

2.56 

45 

7                      30.7 

69 

4.92 

4.92 

4.87 

-1 

16 

average 

0.12 

2 

2                      23.0 

68 

1.72 

1.72 

1.24 

-28 

20 

very  low 

2.08 

121 

10                      54.8 

39 

:es.  William  O'Neil  &  Co. 

The  Institutional  Broken  Estimate  System  OBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys  Corp.:  Forbes 
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The  Forbes  500s  on  Wall  Street 


Company/fiscal  year-end 

Ticker 

Exch 

5-year 
high-low 

-Stock  price— 
12-month 
high-low 

— Stock  performance— 
— latest  12  months — 
price        relative  to 
change         market 

Stock  price  ratios- 

recent 

5-year 
high-low 

latest 
12  months 

1985 
est 

price 

sale  i 

USG/Dec 

USG 

n 

36- 

13 

36- 

23 

34  Vi 

16% 

103 

22-  4 

6.1 

2.7 

0.4  1 

USlife/Dec 

USH 

n 

41- 

15 

41- 

24 

40 '/t 

46 

121 

58-  4 

58.3 

10.4 

0.8 

Utah  Power  &  Light/Dec 

UTP 

n 

25- 

13 

25- 

20 

22', 

5 

87 

13-  6 

12.6 

8.8 

1.2  ] 

Valero  Energy/Dec 

VLO 

n 

44- 

6 

15- 

6 

8% 

-32 

56 

NM-  4 

NM 

NM 

9.0i  i 

Valley  Federal  S&L/Dec 

VFED 

0 

30- 

7* 

18- 

7 

17% 

22 

101 

NM-93* 

NM 

25.4 

0.1:  \ 

Valley  National/Dec 

VNCP 

0 

36- 

13 

36- 

21 

34'/4 

49 

124 

10-  4 

9.5 

8.3 

0.5  1 

Varian  Associates/Sep 

VAR 

n 

63- 

11 

47- 

30 

317/8 

-19 

66 

57-  8 

11.5 

10.4 

0.7.  j 

VF/Dec 

VFC 

n 

41- 

5 

33- 

22 

31% 

17 

97 

13-  4 

8.1 

8.2 

0.8  | 

Vulcan  Materials/Dec 

VMC 

n 

78-  31 

78- 

58 

77  Va 

26 

105 

15-  5 

11.4 

8.7 

0.9  ] 

Wachovia/Dec 

WB 

n 

35- 

8 

35- 

21 

33 

45 

120 

10-  5 

10.6 

9.3 

1.1  j 

Wal-Mart  Stores/Jan 

WMT 

n 

48- 

4 

48- 

31 

44% 

33 

110 

33-  9 

23.4 

17.9 

0.9  j 

Waldbaum/Dec 

WALD 

0 

28- 

5 

20- 

15 

18 

18 

98 

9-  3 

7.5 

NA 

0.0  j 

Walgreen/Aug 

WAG 

n 

55- 

7 

55- 

29 

52% 

57 

130 

18-  5 

18.4 

16.5 

0.5  1 

Wang  Laboratories/Jun 

WANB 

a 

43- 

7 

32- 

18 

19 

-31 

56 

45-13 

11.6 

10.6 

1.0 
1 

Warner  Commun/Dec 

WCI 

n 

63- 

17 

26- 

17 

26 

18 

98 

NM-  7 

NM 

18.4 

0.7  1 

Warner-Lambert/Dec 

WLA 

n 

38- 

17 

38- 

29 

37% 

12 

93 

NM-  7 

13.4 

12.0 

0.9  ] 

Washington  Mutual/Dec 

WAMU 

0 

19- 

8* 

14- 

8 

11% 

8 

90 

NM-  6* 

NM 

5.6 

0.1!  I 

Washington  National/Dec 

WNT 

n 

40- 

12 

28- 

16 

26% 

22 

101 

27-  4 

26.6 

10.4 

0.3 

Washington  Post/Dec 

WPOB 

a 

111- 

16 

111- 

63 

1 08  '/2 

72 

143 

18-  6 

17.8 

15.5 

1.5! 

Washington  Wtr  Pwr/Dec 

WWP 

n 

23- 

15 

21- 

16 

20  M* 

10 

91 

9-  5 

8.2 

6.6 

1.0 

Waste  Management/Dec 

WMX 

n 

62- 

12 

53- 

27 

50  Vi 

42 

118 

25-10 

17.2 

13.6 

1.81 

Weis  Markets/Dec 

WMK 

n 

40- 

10 

38- 

30 

37  Vi 

16 

96 

17-  7 

14.0 

12.2 

0.8' 

Wells  Fargo/Dec 

WFC 

n 

56- 

18 

56-  31 

53% 

46 

121 

8-  3 

7.8 

6.8 

0.3 

Wendy's  Internationl/Dec 

WEN 

n 

17- 

2 

17- 

10 

17 

53 

127 

18-  5 

18.1 

15.5 

1.3.1 

West  Point-Pepperell/Aug 

WPM 

n 

55- 

14 

47- 

34 

37'/2 

-2 

81 

12-  4 

8.3 

8.8 

0.3- 

Western  S&L/Dec 

WFN 

a 

30- 

3 

30- 

16 

26% 

41 

117 

23-  2 

23.2 

NA 

0.2 

Western  Union/Dec 

WU 

n 

54- 

6 

27- 

6 

8% 

-67 

27 

NM-  6 

NM 

104.7 

0.1.1 

Westinghouse  Elec/Dec 

WX 

n 

33- 

10 

33- 

20 

30'/2 

30 

108 

11-  4 

10.0 

8.7 

0.5 

Westvaco/Oct 

W 

n 

42- 

17 

41- 

32 

37% 

5 

87 

18-  5 

8.0 

7.5 

0.6 

Wetterau/Mar 

WETT 

0 

27- 

9 

27- 

17 

26% 

41 

117 

NM-  6 

11.0 

13.0 

9.0 

Weyerhaeuser/Dec 

WY 

n 

42- 

23 

34- 

25 

27% 

-13 

71 

44-11 

18.2 

12.0 

0.6 

Whirlpool/Dec 

WHR 

n 

57- 

15 

50- 

37 

46 

9 

91 

13-  6 

8.9 

8.2 

0.5 

White  Consolidated/Dec 

WSW 

n 

48- 

19 

36- 

24 

28% 

-16 

69 

NM-  5 

NM 

8.2 

0.2 

Whitney  Holding/Dec 

WHL 

o 

99- 

60 

81- 

60 

81 

NA 

NA 

NA-NA 

10.3 

8.8 

1.5 

Whittaker/Oct 

WKR 

n 

51- 

15 

26- 

15 

24% 

25 

104 

15-  4 

10.4 

13.0 

0.2 

Wickes  Cos/Jan 

W1CSV 

o 

17- 

2 

5- 

2 

3'j 

-18 

68 

33-  2 

3.0 

NA 

0.1 

Willamette  Inds/Dec 

WMTT 

o 

47- 

16 

46- 

23 

38  Va 

13 

94 

NM-  6 

8.8 

8.3 

0.4 

Williams  Cos/Dec 

WMB 

n 

50- 

13 

32- 

23 

27% 

0 

83 

40-  5 

6.4 

6.3 

0.2 

Wilson  Foods/Jul 

W1LF 

o 

15- 

4 

11- 

7 

8% 

-6 

77 

NM-  2 

NM 

9.4 

0.0 

Winn-Dixie  Stores/Jun 

WIN 

n 

37- 

15 

35- 

26 

34  Va 

15 

96 

14-  7 

12.6 

11.8 

0.1 

Wisconsin  Elec  Pwr/Dec 

WPC 

n 

34- 

13 

34-  25 

32'/, 

27 

105 

8-  5 

7.5 

7.3 

0.7 

Witco  Chemical/Dec 

WIT 

n 

41- 

14 

41- 

28 

39 

20 

96 

12-  5 

9.1 

8.0 

0.3 

FW  Woolworth/Jan 

Z 

n 

44- 

16 

44- 

30 

40% 

27 

105 

19-  3 

9.2 

8.3 

0.2 

Xerox/Dec 

XRX 

n 

72- 

27 

46- 

33 

43 

5 

87 

20-  5 

20.4 

9.8 

0.4 

Yellow  Freight  Systm/Dec 

YELL 

o 

49- 

11 

40- 

23 

33% 

10 

91 

29-  7 

10.9 

8.6 

0.3 

Zayre/Jan 

ZY 

n 

58- 

4 

58- 

30 

55% 

67 

139 

20-  4 

13.8 

11.8 

0.3 

Zenith  Electronics/Dec 

ZE 

n 

39- 

8 

31- 

18 

21  Vi 

-24 

62 

NM-  7 

7.3 

8S 

0.2 

Zions  Utah  Bancorp/Dec 

ZION 

0 

38- 

13 

38- 

29 

37 

22 

101 

9-  4 

9.0 

8.2 

0.7 

"Range  is  for  less  than  5  years.     NA:  not  available 

or  not  applicable 

NM:  not  meaningful 

E:  estimate 

Stock  prices  as  of  March  22,  1985 

306 

FORBES,  APRIL  29, 

1985 

latest 
t           12  months 
n                 EPS 

1984 
EPS 

— Earnings 

estimated 
1985 
EPS 

%  change 

'85  vs  '84 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

-Dividends — 

payout 
ratio 

5-year 

growth 

rate 

— Shares  outstanding — 
common       %  held 
stock               by 
(mil)       institutions 

$5.64 

$5.64 

$12.63 

12.4% 

11 

average 

$1.68 

30% 

4% 

33.1 

2% 

0.69 

0.69 

3.86 

459 

15 

average 

1.04 

151 

7 

18.3 

45 

1.78 

1.78 

2.53 

42 

17 

high 

2.32 

130 

4 

53.8 

16 

-1.14 

-1.14 

-0.43 

NM 

7 

very  low 

0.00 

NA 

NA 

22.2 

23 

-4.90 

-4.90 

0.70 

NM 

1 

NA 

0.00 

NA 

NA 

2.6 

52 

3.60 

3.60 

4.15 

15 

15 

average 

1.20 

33 

1 

16.7 

59 

2.76 

2.72 

3.06 

12 

19 

average 

0.26 

9 

8 

21.9 

23 

3.92 

3.92 

3.88 

-1 

11 

average 

1.12 

29 

25 

30.9 

57 

6.75 

6.75 

8.88 

32 

7 

low 

2.80 

42 

5 

11.6 

57 

3.11 

3.11 

3.54 

14 

27 

high 

0.92 

30 

18 

32.3 

49 

1.91 

1.91 

2.49 

30 

19 

high 

0.28 

15 

43 

140.2 

38 

2.41 

2.41 

NA 

NA 

NA 

NA 

0.00 

NA 

NA 

5.4 

15 

2.88 

2.78 

3.21 

15 

15 

very  high 

0.88 

31 

21 

30.7 

45 

1.64 

1.52 

1.79 

18 

32 

high 

0.16 

10 

31 

139.1 

37 

-9.93 

-9.93 

1.41 

NM 

18 

very  low 

0.75 

NM 

24 

60.9 

10 

2.81 

2.81 

3.14 

12 

31 

very  high 

1.48 

53 

3 

79.1 

57 

-1.56 

-1.56 

2.08 

NM 

4 

very  low 

0.00 

NA 

NA 

6.1 

22 

1.00 

1.00 

2.57 

157 

4 

very  low 

1.08 

108 

1 

10.8 

34 

6.11 

6.11 

6.99 

14 

11 

high 

0.96 

16 

3 

14.0 

46 

2.46 

2.46 

3.05 

24 

3 

average 

2.48 

101 

4 

20.8 

7 

2.93 

2.93 

3.71 

27 

12 

average 

0.80 

27 

33 

48.7 

55 

2.68 

2.68 

3.07 

15 

3 

average 

0.70 

26 

13 

20.6 

44 

6.85 

6.85 

7.85 

15 

23 

high 

2.40 

35 

3 

21.2 

58 

0.94 

0.94 

1.10 

17 

21 

high 

0.21 

22 

17 

73.3 

29 

4.52 

5.40 

4.28 

-21 

11 

low 

2.20 

49 

10 

10.3 

45 

1.16 

1.16 

NA 

NA 

NA 

NA 

0.48 

41 

NA 

4.0 

17 

-3.24 

-3.24 

0.08 

NM 

7 

very  low 

0.00 

NA 

NA 

24.4 

22 

3.04 

3.04 

3.49 

15 

23 

high 

1.00 

33 

6 

174.7 

40 

4.70 

4.60 

5.02 

9 

14 

average 

1.32 

28 

3 

28.5 

41 

2.39 

2.43E 

2.03 

-16 

14 

average 

0.88 

37 

4 

10.6 

29 

1.52 

1.52 

2.30 

51 

15 

low 

1.30 

86 

0 

129.7 

24 

5.18 

5.18 

5.64 

9 

11 

average 

2.00 

39 

9 

36.6 

63 

-5.13 

-5.13 

3.50 

NM 

7 

average 

1.50 

NM 

1 

15.7 

72 

7.87 

7.87 

9.25 

18 

1 

NA 

3.80 

48 

NA 

4.3 

NA 

2.39 

3.01 

1.90 

-37 

9 

very  low 

0.60 

25 

6 

14.0 

46 

1.17 

1.17 

NA 

NA 

NA 

NA 

0 

NA 

NA 

9.5 

NA 

4.34 

4.34 

4.62 

6 

11 

average 

1.65 

38 

5 

15.2 

42 

4.36 

4.36 

4.41 

1 

18 

low 

1.40 

32 

2 

34.3 

60 

-2.73 

-1.21 

0.99 

NM 

2 

low 

0 

NA 

NA 

5.9 

2 

2.72 

2.83 

2.90 

2 

7 

average 

1.68 

62 

10 

40.9 

99 

4.35 

4.35 

4.43 

2 

24 

very  high 

2.28 

52 

8 

34.5 

26 

4.28 

4.28 

4.85 

13 

10 

high 

1.48 

35 

7 

14.6 

47 

4.45 

4.45 

4.94 

11 

16 

average 

1.80 

40 

0 

31.4 

60 

2.11 

2.11 

4.38 

108 

16 

average 

3.00 

142 

1 

95.9 

57 

3.10 

3.10 

3.93 

27 

17 

high 

1.00 

32 

4 

14.2 

50 

3.99 

3.99 

4.69 

18 

14 

very  high 

0.40 

10 

36 

19.7 

65 

2.88 

2.88 

2.41 

-16 

7 

low 

0.00 

NA 

NA 

22.1 

40 

4.13 

4.13 

4.49 

9 

4 

high 

1.24 

30 

14 

5.7 

20 

es-  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBFS),  a  service  of  Lytic!) ,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  hys 
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This  section  lists  basic  data  on  the 
785  companies  in  The  Forbes  500s. 
Address,  telephone,  industry 
group  and  CEO  are  included. 


Abbott  Laboratories 
Route  137  &  Waukegan  Road 
Abbott  Park,  IL  60064 
312-937-6100 

CEO:  Robert  A  Schoellhorn 
Health  care-drugs 
Health  care-products 


Advanced  Micro  Devices 
901  Thompson  Place 
Sunnyvale,  CA  94088 
408-732-2400 

CEO:  Walter  I  Sanders  III 
Electronics-semiconductors 


Aetna  Life  &  Casualty 
151  Farmington  Avenue 
Hartford,  CT  06156 
203-273-0123 

CEO:  lames  T  Lynn 
Insurance-diversified 


Affiliated  Bankshares  of  Colorado 
1101  Arapahoe  Avenue 
Boulder,  CO  80302 
303-449-2030 

CEO:  Leo  Hill 
Banks-West 


HF  Ahmanson 

3731  Wilshire  Boulevard 

Los  Angeles,  CA  90010 

213-487-4277 

CEO:  Richard  H  Deihl 
Thrift  institutions 
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The  more  you  have  to  insure,  the  more  vou  need  Chubb. 


111}     K*'v  , 

j^£*  '--•*      ^^ 

Why  Chubb  goes 
on  house  tours. 


• 


J& 


7 


rrS==S»s 


«»»rtB*"5  «BM^^^j 
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Surprisingly,  most  insurance 
companies  insure  homes  sight 
unseen.  And,  not  surprisingly, 
many  homeowners  are  in  for  an 
unpleasant  surprise  if  there 
ever  is  a  loss. 

Chubb  is  different.  Our 
skilled  appraisers  visit  most  of  the 
fine  homes  we  insure.  To  make 
certain  a  house  is  properly  insured, 
they  note  the  details  that  call  for 
more  than  standard  coverage- 
fine  paneling,  a  pair  of  antique 
doors.  And  their  report  to  you 
includes  advice  on  burglar 
alarms,  fire  detection  systems, 
and  other  ways  to  reduce  risk. 

Chubb  charges  nothing  for 
this  service,  because  Chubb  is  a 
special  insurance  company.  For 
nearly  a  century,  we've  been 
America's  foremost  insurer  of 
outstanding  homes  and  the  be- 
longings they  contain. 

The  more  you  have  to  insure, 
the  more  you  need  Chubb. 

Phone  us  at  800-922-0533  for 
a  complimentary 
brochure  and  the 
name  of  your  local 
independent  agent 
or  broker. 


c 


CHUI 


The  Chubb  Group  of  Insurance  Companies 

is  proud  to  participate  in  "American  Playhouse." 

Watch  for  it  on  PBS. 


Turning  a  $25  billion  investment  in 

research  and  development  into  technology 

that  stretches  the  imagination. 


^■nHBHBBBlHi 


^^Lockheed 

Giving  shape  to  imagination. 


NASA's  Space  Telescope, 
managed  by  Lockheed,  will 
soon  help  reveal  the  origins  of 
the  universe.  Once  in  orbit  and 
clear  of  the  Earth's  atmospheric 
distortion,  it  will  look  14  billioi 
light  years  into  space.  Seeing 
seven  times  farther  than  today's 
largest  optical  telescopes, 
astronomers  will  see  things 


.- 


ve  can  now  only  imagine. 

Only  a  massive  commitment 
o  research  and  development  can 
•erfect  the  technologies  essential 
o  such  advanced  projects,  and 
>repare  for  even  more  demand- 
ng  programs  to  come. 

That's  why  Lockheed's  plans 
nclude  a  $2.5  billion  investment 
n  R  &  D  over  the  next  five  years. 


An  additional  $2.5  billion  for 
new  equipment  and  facilities 
will  maintain  the  company's  high 
manufacturing  efficiency,  hold- 
ing down  customer  costs. 

Innovation  in  technology  has 
brought  Lockheed  a  wide  spec- 
trum of  programs,  including 
more  than  100  contracts  for 
space  projects  alone.  It  has  put 


the  company  in  the  strongest 
position  in  its  history. 

From  space  systems  that 
broaden  our  view  of  the  universe 
to  advanced  software  that 
expands  a  battle  commander's 
capabilities,  Lockheed  is 
exploring  new  applications  of 
the  vital  technologies  of 
the  future. 


Where  to  find  The  Forbes  500s 

Air  Products  &  Chemicals 
PO  Box  538 
Allentown,  PA  18105 
215-481-4911 

CEO:  Edward  Donley 
Specialized  chemicals 

Alltel 

100  Executive  Parkway 

Hudson,  OH  44236 

216-650-7187 

CEO:  Weldon  W  Case 
Telecommunications-carriers 

American  Express 
American  Express  Plaza 
New  York,  NY  10004 
212-323-2000 

CEO:  James  D  Robinson  III 

Financial  services-lending,  leasing  and  insuran 

Insurance-property  and  casualty 

Albertson's 
PO  Box  20 
Boise,  ID  83726 
208-344-7441 

CEO:  Warren  E  McCain 
Supermarkets-major  chains 

Aluminum  Co  of  America 
1501  Alcoa  Building 
Pittsburgh,  PA  15219 
412-553-4545 

CEO:  Charles  W  Parry 
Metals-nonferrous  metals 

American  Fletcher 
111  Monument  Circle 
Indianapolis,  IN  46277 
317-639-3000 

CEO:  Frank  E  McKinney  Jr 
Banks-Midwest 

Alco  Standard 

PO  Box  834 

Valley  Forge,  PA  19482 

215-296-8000 

CEO:  Ray  B  Mundt 

Paper 

Health  care-products 

AMAX 

PO  Box  1700 

Greenwich,  CT  06836 

203-629-6000 

CEO:  Pierre  Gousseland 
Metals-nonferrous  metals 

American  General 
PO  Box  3247 
Houston,  TX  77253 
713-522-1111 

CEO:  Harold  S  Hook 
Insurance-diversified 

Alexander  &  Baldwin 
PO  Box  3440 
Honolulu,  HI  96801 
808-525-6611 

CEO:  Robert  J  Pfeiffer 
Surface  transportation-other 

Amerada  Hess 

1185  Avenue  of  the  Americas 

New  York,  NY  10036 

212-997-8500 

CEO:  Philip  Kramer 
Petroleum-other  oil  and  gas 

American  Greetings 
10500  American  Road 
Cleveland,  OH  44144 
216-252-7300 

CEO:  Irving  I  Stone 
Publishing 

Alleghany 

Park  Avenue  Plaza 

New  York,  NY  10055 

212-752-1356 

CEO:  F  M  Kirby 
Metals-steel 

American  Brands 

245  Park  Avenue 

New  York,  NY  10167-0011 

212-880-4200 

CEO:  Edward  W  Whittemore 
Diversified  companies-multicompames 
Tobacco 

American  Home  Products 
685  Third  Avenue 
New  York,  NY  10017 
212-878-5000 

CEO:  John  W  Culligan 

Health  care-drugs 

Consumer  products-household  products 

Allegheny  International 
PO  Box  456 
Pittsburgh,  PA  15230 
412-562-4000 

CEO:  Robert  J  Buckley 

Diversified  companies-conglomerates 

Consumer  products-appliances 

American  Broadcasting  Cos 
1330  Avenue  of  the  Americas 
New  York,  NY  10019 

212-887-7777 

CEO:  Leonard  H  Goldenson 
Broadcasting 

1 
American  Hospital  Supply 
One  American  Plaza 
Evanston,  IL  60201 
312-866-4000 

CEO:  Karl  D  Bays 
Health  care-products 

Allegheny  Power  System 
320  Park  Avenue 
New  York,  NY  10022 
212-752-2121 

CEO:  Klaus  Bergman 
Electric  utilities-Midwest 

American  Can 

PO  Box  3610 

Greenwich,  CT  06836-3610 

203-552-2000 

CEO:  William  S  Woodside 
Packaging 

Amer  Information  Technologies 
30  South  Wacker  Drive 
Chicago,  IL  60606 
312-750-5000 

CEO:  William  L  Weiss 
Telecommunications-carriers 

Allied  Bancshares 
PO  Box  1515 
Houston,  TX  77251 
713-224-6611 

CEO:  Gerald  H  Smith 
Banks-Southwest 

American  Continental 
2735  East  Camelback  Road 
Phoenix,  AZ  85016 
602-957-7170 

CEO:  Charles  H  Keating  Jr 
Builders-residential 

American  International  Group 

70  Pine  Street 

New  York,  NY  10270 

212-770-7000 

CEO:  Maurice  R  Greenberg 
Insurance-diversified 

Allied  Corp 
PO  Box  4000R 
Morristown,  NJ  07960 
201-455-2000 

CEO:  Edward  L  Hennessey  Jr 
Diversified  cos-conglomerates/Diversified 
chemicals/Automotive  suppliers-parts  makers 

American  Cyanamid 
One  Cyanamid  Plaza 
Wayne,  NJ  07470 
201-831-2000 

CEO:  George  J  Sella  Jr 
Diversified  chemicals 
Health  care-drugs 

American  Medical  International 
414  North  Camden  Drive 
Beverly  Hills,  CA  90210 
213-278-6200 

CEO:  Royce  Diener 

Health  care-hospital  management 

Allied  Stores 

1 114  Avenue  of  the  Americas 

New  York,  NY  10036 

212-764-2000 

CEO:  Thomas  M  Macioce 
General  retailers-department  stores 

American  Electric  Power 
One  Riverside  Plaza 
Columbus,  OH  43215 
614-223-1000 

CEO:  Willis  S  White  Jr 
Electric  utilities-Midwest 

American  Motors 
27777  Franklin  Road 
Southfield,  MI  48034 
313-827-1000 

CEO:  Jose  J  Dedeurwaerder 
Automobiles  and  trucks 
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\merican  National  Insurance 
1  Moody  Plaza 
Galveston,  TX  77550 
109-763-4661 

2EO:  Orson  C  Clay 
iisurance-life  and  health 

Amfac 

PO  Box  7813 

San  Francisco,  CA  94120 

415-772-3400 

CEO:  Myron  du  Bain 

Diversified  companies-conglomerates 

Arizona  Public  Service 
PO  Box  21666 
Phoenix,  AZ  85036 
602-271-7900 

CEO:  Keith  L  Turley 
Electric  utilities-Southwest 

American  Natural  Resources 
3ne  Woodward  Avenue 
Detroit,  MI  48226 
U 3-965-1200 

ZEO:  Arthur  R  Seder  Jr 

^atural  gas  utilities-producers  and  pipelines 

AMP 

470  Friendship  Road 

Harrisburg,  PA  17105 

717-564-0100 

CEO:  Walter  F  Raab 
Electronics-equipment 

Arkla 

PO  Box  21734 

Shreveport,  LA  71151 

318-226-2700 

CEO:  Thomas  F  McLarty 
Natural  gas  utilities-distributors 

American  Petrofina 
Jox  2159 
Dallas,  TX  75221 
[14-750-2400 

DEO:  Paul  D  Meek 
'etroleum-other  oil  and  gas 

AMR 

PO  Box  619616 

Dallas/Ft  Worth  Airport,  TX  75261 

817-355-1234 

CEO:  Robert  L  Crandall 
Air  transport-passenger 

Armco 

703  Curtis  Street 

Middletown,  OH  45043 

513-425-6541 

CEO:  Robert  E  Boni 
Metals-steel 

Vmerican  President  Cos  Ltd 
950  Franklin  Street 
Dakland,  CA  94612 
H5-271-8000 

ZEO:  Wilbur  B  Seaton 
>urface  transportation-other 

AmSouth  Bancorporation 
PO  Box  11007 
Birmingham,  AL  35288 
205-326-5120 

CEO:  John  W  Woods 
Banks-Southeast 

Armstrong  World  Industries 
PO  Box  3001 
Lancaster,  PA  17604 
717-397-0611 

CEO:  Joseph  L  Jones 

Building  materials-other  materials 

American  Savings  &  Loan  Association 
7801  Northwest  2nd  Avenue 
rtiami,  FL  33169 
105-653-5353 

IEO:  Morris  N  Broad 
"hrift  institutions 

Anderson,  Clayton 
PO  Box  2538 
Houston,  TX  77252 
713-651-0641 

CEO:  W  Fenton  Guinee  Jr 
Food  processors-branded  foods 
Food  processors-commodities 

Asarco 

180  Maiden  Lane 

New  York,  NY  10038 

212-669-1000 

CEO:  Ralph  L  Hennebach 
Metals-nonferrous  metals 

American  Security 
30  Fifteenth  Street  NW 
Vashington,  DC  20013 
.02-624-4000 

ZEO:  Daniel  J  Callahan  III 
ianks-Northeast 

Anheuser-Busch  Cos 
One  Busch  Place 
St  Louis,  MO  63118 
314-577-2315 

CEO:  August  A  Busch  III 
Beverages-alcoholic  beverages 

Ashland  Oil 
PO  Box  391 
Ashland,  KY  41114 
606-329-3333 

CEO:  John  R  Hall 
Petroleum-other  oil  and  gas 

American  Standard 
10  West  40th  Street 
view  York,  NY  10018 
12-840-5100 

ZEO:  William  A  Marquard 
lurface  transportation-railroads 
iuilding  materials-other  materials 

Apollo  Computer 
330  Billerica  Road 
Chelmsford,  MA  01824 
617-256-6600 

CEO:  Thomas  A  Vanderslice 
Computers 

Associated  Dry  Goods 
417  Fifth  Avenue 
New  York,  NY  10016 
212-679-8700 

CEO:  Joseph  H  Johnson 

General  retailers-department  stores 

American  Stores 

•O  Box  27447 

alt  Lake  City,  UT  84127-0447 

101-539-0112 

"EO:  Lennie  S  Skaggs 
'pecialty  retailers-drug  chains 
upermarkets-major  chains 

Apple  Computer 
20525  Mariani  Avenue 
Cupertino,  CA  95014 
408-996-1010 

CEO:  John  Sculley 
Computers 

Atlantic  Bancorp 
200  West  Forsyth  Street 
Jacksonville,  FL  32202 
904-632-6565 

CEO:  Billy  J  Walker 
Banks-Southeast 

imerican  Telephone  &  Telegraph 
50  Madison  Avenue 
Jew  York,  NY  10022 
12-605-5500 

"EO:  Charles  L  Brown 
'elecommumcations-carriers 

Archer  Daniels  Midland 
4666  Faries  Parkway 
Decatur,  IL  62525 
217-424-5200 

CEO:  Dwayne  O  Andreas 
Food  processors-commodities 

Atlantic  City  Electric 
PO  Box  1264 
Pleasantville,  NJ  08232 
609-645-4100 

CEO:  E  Douglas  Huggard 
Electric  utilities-Northeast 

jneriTrust 
00  Euclid  Avenue 
1  eve  land,  OH  44101 
16-687-5000 

:EO:  Jerry  V  Jarrett 
anks-Midwest 

Arizona  Bancwest 
101  North  First  Avenue 
Phoenix,  AZ  85003 
602-262-2000 

CEO:  Donald  B  Tostenrud 
Banks-West 

Atlantic  Richfield 
515  South  Flower  Street 
Los  Angeles,  CA  90071 
213-486-3511 

CEO:  William  F  Kieschnik 
Petroleum-other  oil  and  gas 
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Automatic  Data  Processing 
One  ADP  Boulevard 
Roseland,  N|  07068 
201-994-5000 

CEO:  Josh  S  Weston 
Services-office  services 

Bank  of  Boston 
100  Federal  Street 
Boston,  MA  02110 
617-434-2200 

CEO:  William  L  Brown 
Banks-multinational  banks 

. 

Baxter  Travenol  Laboratories 
One  Baxter  Parkway 
Deerfield,  IL  60015 
312-948-2000 

CEO:  Vernon  R  Loucks  Jr 
Health  care-products 

Avnet 

767  Fifth  Avenue 

New  York,  NY  10153 

212-644-1050 

CEO:  Anthony  R  Hamilton 
Electronics-semiconductors 

Bank  of  New  England 
28  State  Street 
Boston,  MA  02109 
617-742-4000 

CEO:  Peter  H  McCormick 
Banks-Northeast 

BayBanks 

175  Federal  Street 

Boston,  MA  02110 

617-482-1040 

CEO:  William  M  Crozier  Jr 
Banks-Northeast 

Avon  Products 
9  West  57th  Street 
New  York,  NY  10019 
212-546-6015 

CEO:  Hicks  B  Waldron 

Consumer  products-personal  products 

Bank  of  New  York 
48  Wall  Street 
New  York,  NY  10015 
212-530-1784 

CEO:  John  Carter  Bacot 
Banks-Northeast 

Beatrice 

2  North  LaSalle  Street 

Chicago,  IL  60602 

312-782-3820 

CEO:  James  L  Dutt 

Food  processors-branded  foods 

Baker  International 
PO  Box  5500 
Orange,  CA  92667 
714-634-2333 

CEO:  Earnest  H  Clark  Jr 
Oilfield  drillers  and  services 

Bank  of  Virginia 
PO  Box  25970 
Richmond,  VA  23260 
804-747-2000 

CEO:  Frederick  Deane  Jr 
Banks-Southeast 

Becton,  Dickinson 
Mack  Centre  Drive 
Paramus,  NJ  07652 
201-967-3700 

CEO:  Wesley  J  Howe 
Health  care-drugs 

Bally  Manufacturing 
8700  West  Bryn  Mawr 
Chicago,  IL  60631 
312-399-1300 

CEO:  Robert  E  Mullane  Jr 

Leisure  and  recreation-entertainment 

Leisure  and  recreation-hotels  and  gaming 

Bank  South 

55  Marietta  Street  NW 

Atlanta,  GA  30303 

404-529-4111 

CEO:  Robert  P  Guyton 
Banks-Southeast 

Bell  Atlantic 
1600  Market  Street 
Philadelphia,  PA  19103 
215-963-6000 

CEO:  Thomas  E  Bolger 
Telecommunications-carriers 

Baltimore  Gas  &  Electric 
PO  Box  1475 
Baltimore,  MD  21203 
301-234-5000 

CEO:  Bernard  C  Trueschler 
Electric  utilities-Southeast 

BankAmerica 

Box  37000 

San  Francisco,  CA  94104 

415-622-3456 

CEO:  Samuel  H  Armacost 
Banks-multinational  banks 

BellSouth 

675  West  Peachtree  Street  NE 

Atlanta,  GA  30375 

404-420-8600 

CEO:  John  L  Clendenin 
Telecommunications-carriers 

Banc  One 

100  East  Broad  Street 

Columbus,  OH  43215 

614-463-5944 

CEO:  John  B  McCoy 

Banks-Midwest                                                < 

Bankers  Trust  New  York 
280  Park  Avenue 
New  York,  NY  10017 
212-775-2500 

CEO:  Alfred  Brittain  ID 
Banks-multinational  banks 

Beneficial  Corp 
1100  Carr  Road 
Wilmington,  DE  19899 
302-798-0800 

CEO:  Finn  M  W  Caspersen 

Financial  services-lending,  leasing  and  insuram 

Specialty  retailers-miscellaneous 

Banco  Popular  de  Puerto  Rico 
GPO  Box  2708 
San  Juan,  PR  00936 
809-751-9800 

CEO:  Rafael  Carrion  Jr 
Banks-multinational  banks 

Banks  of  Mid-America  (formerly  Liberty  National) 

100  Broadway 

Oklahoma  City,  OK  73102 

405-231-6000 

CEO:  John  W  McLean 
Banks-Southwest 

Bergen  Brunswig 
1900  Avenue  of  the  Stars 
Los  Angeles,  CA  90067 
213-879-4991 

CEO:  Emil  P  Martini  Jr 
Health  care-drugs 

BancOklahoma 
PO  Box  2300 
Tulsa,  OK  74192 
918-588-6000 

CEO:  Leonard  J  Eaton  Jr 
Banks-Southwest 

Barnett  Banks  of  Florida 
PO  Box  40789 
Jacksonville,  FL  32231 
904-791-7720 

CEO:  Charles  E  Rice 
Banks-Southeast 

Berkshire  Hathaway 
1440  Kiewit  Plaza 
Omaha,  NE  68131 
402-346-1400 

CEO:  Warren  E  Buffett 
Insurance-property  and  casualty 
Diversified  compames-multicompanies 

Bancorp  Hawaii 
PO  Box  2900 
Honolulu,  HI  96846 
808-537-8111 

CEO:  Frank  J  Manaut 
Banks-West 

Bausch  &  Lomb 
PO  Box  743 
Rochester,  NY  14603 
716-338-6000 

CEO:  Daniel  E  Gill 
Health  care-drugs 

Best  Products 
PO  Box  26303 
Richmond,  VA  23260 
804-261-2000 

CEO:  Andrew  M  Lewis 

Specialty  retailers-catalog  showrooms 

314 

FORBES,  APRIL  29,    | 

Poised  for  Growth 


ONEOK  (pronounced  one-oak)  is  a  billion  dollar 
energy  company  poised  for  growth,  structured  for 
stability.  Find  out  more  about  our  strong  capital  pos- 
ition and  our  diversified  activities  in  utilities,  gas 
processing  and  exploration.  For  more  information 
ask  your  broker  or  write  Perry  Wimpey,  Chief 
Financial  Officer. 

p.o.  Box  871,       OIKIPOK  Inn 

Tulsa,  OK  74102 
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Bethlehem  Steel 
Martin  Tower 
Bethlehem,  PA  18016 
215-694-2424 

CEO:  Donald  H  Trautlein 
Metals-steel 

Bowater 

One  Parklands  Drive 

Darien,  CT  06820-4012 

203-656-7200 

CEO:  Anthony  P  Gammie 
Paper 

Cabot 

125  High  Street 

Boston,  MA  02110 

617-423-6000 

CEO:  Robert  A  Charpie 
Petroleum-other  oil  and  gas 
Specialized  chemicals 

Beverly  Enterprises 

873  South  Fair  Oaks  Avenue 

Pasadena,  CA  91105 

818-577-6111 

CEO:  Robert  Van  Tuyle 

Health  care-hospital  management 

Bristol-Myers 
345  Park  Avenue 
New  York,  NY  10154 
212-546-4000 

CEO:  Richard  L  Gelb 

Health  care-drugs/Health  care-products/ 

Consumer  products-personal  products 

CalFed 

5670  Wilshire  Bouvelard 

Los  Angeles,  CA  90036 

213-932-4200 

CEO:  George  Rutland 
Thrift  institutions 

Big  Three  Industries 
3535  West  12th  Street 
Houston,  TX  77008 
713-868-0333 

CEO:  Harry  K  Smith 
Oilfield  drillers  and  services 
Specialized  chemicals 

Brown-Forman 
PO  Box  1080 
Louisville,  KY  40201 
502-585-1100 

CEO:  W  L  Lyons  Brown  Jr 
Beverages-alcoholic  beverages 

California  First  Bank 
350  California  Street 
San  Francisco,  CA  94104 
415-445-0200 

CEO:  Yasushi  Sumiya 
Banks-West 

Black  &  Decker 
701  East  Joppa  Road 
Towson,  MD  21204 
301-583-3900 

CEO:  Laurence  J  Farley 
Consumer  products-appliances 

Brown  Group 

8400  Maryland  Avenue 

St  Louis,  MO  63105 

314-854-4000 

CEO:  Bernard  A  Bridge  water  Jr 

Apparel-shoes 

Specialty  retailers-shoes 

1 
Campbell  Soup 
Campbell  Place 
Camden,  NJ  08101-0391 
609-342-4800 

CEO:  R  Gordon  McGovern 
Food  processors-branded  foods 

Boatmen's  Bancshares 

PO  Box  236 

St  Louis,  MO  63166 

314-425-7500 

CEO:  Donald  N  Brandin 
Banks-Midwest 

Browning-Ferris  Industries 
PO  Box  3151 

Houston,  TX  77253 
713-870-8100 

CEO:  Harry  J  Phillips  Sr 
Services-industrial  services 

Capital  Cities  Communications 
24  East  51st  Street 
New  York,  NY  10022 
212-421-9595 

CEO:  Thomas  S  Murphy 

Publishing 

Broadcasting 

Boeing 

PO  Box  3707 

Seattle,  WA  98124 

206-655-2121 

CEO:  Thornton  A  Wilson 
Aerospace  and  defense 

Brunswick 

One  Brunswick  Plaza 

Skokie,  IL  60077       • 

312-470-4700 

CEO:  Jack  F  Reichert 

Leisure  and  recreation-recreation 

Capital  Holding 
PO  Box  32830 
Louisville,  KY  40232 
502-560-2000 

CEO:  Thomas  C  Simons 
Insurance-life  and  health 

Boise  Cascade 
One  Jefferson  Square 
Boise,  ID  83728 
208-384-6161 

CEO:  John  B  Fery 

Paper/Building  materials-lumber/Packaging 

Brush  Wellman 
1200  Hanna  Building 
Cleveland,  OH  44115 
216-443-1000 

CEO:  Henry  G  Piper 
Metals-nonferrous  metals 

Carolina  Power  &  Light 
PO  Box  1551 
Raleigh,  NC  27602 
919-836-6111 

CEO:  Sherwood  H  Smith  [r 
Electric  utilities-Southeast 

Borden 

277  Park  Avenue 

New  York,  NY  10172 

212-573-4000 

CEO:  Eugene  J  Sullivan 
Food  processors-branded  foods 
Diversified  chemicals 

Burlington  Industries 
PO  Box  21207 
Greensboro,  NC  27420 
919-379-2000 

CEO:  William  A  Klopman 

Textiles 

Consumer  products-home  furnishings 

Carter  Hawley  Hale  Stores 
550  South  Flower  Street 
Los  Angeles,  CA  90071 
213-620-0150 

CEO:  Philip  M  Hawley 

General  retailers-department  stores 

Borg-Warner 

200  South  Michigan  Avenue 

Chicago,  IL  60604 

312-322-8500 

CEO:  James  F  Bere 

Diversified  cos-multicompames/Diversified 

chemicals/ Automotive  suppliers-parts  makers 

Burlington  Northern 
999  Third  Avenue 
Seattle,  WA  98104-4097 
206-467-3838 

CEO:  Richard  M  Bressler 
Surface  transportation-railroads 

Carteret  Savings  &  Loan  Association 
200  South  Street 
Morristown,  NJ  07960 
201-326-1000 

CEO:  Robert  B  O'Brien  Jr 
Thrift  institutions 

Boston  Edison 
800  Boylston  Street 
Boston,  MA  02199 
617-424-2000 

CEO:  Stephen  J  Sweeney 
Electric  utilities-Northeast 

Burroughs 
Burroughs  Place 
Detroit,  MI  48232 
313-972-7000 

CEO:  W  Michael  Blumenthal 
Computers 

Castle  &  Cooke 

PO  Box  7330 

San  Francisco,  CA  94120-7330 

415-986-3000 

CEO:  Robert  D  Cook 

Food  processors-branded  foods 
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lb  help  people  with  insomnia 
wake  up  to  a  bright  new  day,  Upjohn  searches  deep  within 

the  mysteries  of  sleep. 


For  many,  the  worst  nightmare 
a  troubled  sleep  begins  the 
orning  after.  The  ensuing  fatigue, 
ritability,  and  other  complaints 
in  affect  productivity  and  strain 
lationships  at  home  and  at  work. 


allow  them  to  wake  up  refreshed 
the  next  day. 

The  key  to  the  future  lies  in 
finding  out  more  about  how  we 
sleep.  So  Upjohn  is  at  the  leading 
edge  of  this  effort,  conducting  its 


Persistent  insomnia  is  a  complex,    own  research  and  working  with 


l-hour  problem  of  great  concern 
the  people  at  Upjohn. 
Our  researchers  are  presently 
ncentrating  on  finding  ways  to 
>lp  patients  get  to  sleep  faster  and 


sleep  laboratories  around  the 
country.  -  , 

For  nearly  100  years,  Upjohn 
has  been  helping  people  live 
a  healthier,  more  productive  life. 


And  challenges  such  as  this  promise 
to  make  our  second  century 
of  caring  even  more  exciting  than 
the  first. 

For  booklet  "What  You  Should 
Know  About  Insomnia"  write 
INSOMNIA,  Dept.  IFB.'RO.  Box 
2497,  Kalamazoo,  Michigan  49003. 

Upjohn 


COMPANY. 


Don't  put  Owens-Illinois  in  a  pigeonhole. 


Glass  containers.  Packaging.  That's  O-I's  history.  And  we're  still  the 
world's  leading  producer  of  glass  containers  with  a  significant  technology  edge. 

But  we're  also  among  the  largest  producers  of  closures,  plastic  packaging, 
:orrugated  shipping  boxes,  table  glassware  and  television  glass— businesses 
vhich  take  wing  on  process  innovation,  quality  and  differentiated  products. 

And  we're  moving  in  new  directions  to  pursue  profitable  growth  in  health 
:are  and  specialized  financial  services. 

Our  Kimble  Division's  expertise  in  pharmaceutical  packaging  gave  us 
mtry  into  health  care.  And  over  the  past  four  years,  we've  feathered  our  nest 
)y  developing  a  portfolio  of  companies  providing  health  care  services  and 
supporting  products. 

A  specific  thrust  is  in  nursing  homes  and  retirement  centers,  where  we 
ire  now  involved  in  operations  with  some  10,000  extended  care  beds.  That 
ilready  makes  us  the  sixth  largest  company  in  this  business. 

In  specialized  financial  services,  we  recently  acquired  Alliance  Mortgage 
^o.  Alliance,  one  of  the  nation's  five  largest  producers  of  residential  mortgages, 
las  a  mortgage  servicing  portfolio  projected  to 
exceed  $6  billion  in  1985.  It  operates  in  10  Sunbelt 
itates  and  is  the  largest  in  Florida. 

Owens-Illinois.  A  $3.5  billion  global  organi- 
:ation  focused  on  profitable  growth.  You  should 
jet  to  know  us  better.  Before  an  opportunity 
lies  the  coop. 


OWENS-ILLINOIS 


Toledo,  Ohio  43666 
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Caterpillar  Tractor 

100  Northeast  Adams  Street 

Peoria,  IL  61629 

309-675-1000 

CEO:  George  A  Schaefer 

Heavy  equipment-building  and  mining 

Central  Illinois  Public  Service 
607  East  Adams  Street 
Springfield,  IL  62701 
217-523-3600 

CEO:  Donald  G  Raymer 
Electric  utilities-Midwest 

Chubb 

PO  Box  1615 

Warren,  NJ  07061-1615 

201-580-2000 

CEO:  Henry  U  Harder 
Insurance-property  and  casualty 

CBS 

51  West  52nd  Street 

New  York,  NY  10019 

212-975-4321 

CEO:  Thomas  H  Wyman 

Broadcasting 

Leisure  and  recreation-entertainment 

Central  Soya 

PO  Box  1400 

Fort  Wayne,  IN  46801-1400 

219-425-5100 

CEO:  Douglas  P  Eckrich 
Food  processors-commodities 

Cigna 

One  Logan  Square 

Philadelphia,  PA  19103 

215-557-5000 

CEO:  Robert  D  Kilpatrick 
Insurance-diversified 

CBT 

One  Constitution  Plaza 

Hartford,  CT  06115 

203-244-5000 

CEO:  Walter  I  Connolly  Jr 
Banks-Northeast 

Centran 
PO  Box  6179 
Cleveland,  OH  44101 
216-344-3000 

CEO:  Wilson  M  Brown  Jr 
Banks-Midwest 

Cincinnati  Gas  &  Electric 
PO  Box  960 
Cincinnati,  OH  45201 
513-381-2000 

CEO:  William  H  Dickhoner 
Electric  utilities-Midwest 

Celanese 

1211  Avenue  of  the  Americas 

New  York,  NY  10036 

212-719-8000 

CEO:  John  D  Macomber 
Diversified  chemicals 
Textiles 

Champion  International 
One  Champion  Plaza 
Stamford,  CT  06921 
203-358-7000 

CEO:  Andrew  C  Sigler 

Paper 

Building  materials-lumber 

Circle  K 

PO  Box  20230 

Phoenix,  AZ  85040 

602-437-0600 

CEO:  Karl  Eller 
Supermarkets-convenience  stores 

| 

Centel 

5725  North  East  River  Road 

Chicago,  IL  60631 

312-399-2500 

CEO:  Robert  P  Reuss 
Telecommunications-carriers 

Charter 

PO  Box  2017 

Jacksonville,  FL  32231 

904-358-4111 

CEO:  Alexander  P  Zechella 
Petroleum-other  oil  and  gas 
Insurance-life  and  health 

Citadel  Holding 

600  North  Brand  Boulevard 

Glendale,  CA  91203 

818-956-7100 

CEO:  Spencer  Scott 
Thrift  institutions 

Centerre  Bancorporation 
One  Centerre  Plaza 
St  Louis,  MO  63101 
314-554-6000 

CEO:  Clarence  C  Barksdale 
Banks-Midwest 

Chase  Manhattan 

1  Chase  Manhattan  Plaza 

New  York,  NY  10081 

212-552-2222 

CEO:  Willard  C  Butcher 
Banks-multinational  banks 

Citicorp 

399  Park  Avenue 

New  York,  NY  10043 

212-559-1000 

CEO:  John  S  Reed 
Banks-multinational  banks 

Central  &  South  West 
2121  San  Jacinto  Street 
Dallas,  TX  75201 
214-754-1000 

CEO:  Durwood  Chalker 
Electric  utilities-Southwest 

Chemical  New  York 
277  Park  Avenue 
New  York,  NY  10172 
212-310-6161 

CEO:  Walter  V  Shipley 
Banks-multinational  banks 

Citizens  &  Southern  Georgia 

PO  Box  4899 

Atlanta,  GA  30302-4899 

404-581-2121 

CEO:  Bennett  A  Brown 
Banks-Southeast 

Central  Bancorporation 
201  East  5th  Street 
Cincinnati,  OH  45202 
513-651-8767 

CEO:  Oliver  W  Birckhead 
Banks-Midwest 

Chesebrough-Pond's 
33  Benedict  Place 
Greenwich,  CT  O6830 
203-661-2000 

CEO:  Ralph  E  Ward 

Consumer  products-personal  products 

Food  processors- branded  foods 

Citizens  &  Southern  SC 
1801  Main  Street 
Columbia,  SC  29222 
803-765-8011 

CEO:  Hugh  M  Chapman 
Banks-Southeast 

Central  Bancshares  of  the  South 
701  South  20th  Street 
Birmingham,  AL  35233 
205-933-3000 

CEO:  Harry  B  Brock  Jr 
Banks-Southeast 

Chevron  (formerly  Standard  Oil  California) 

225  Bush  Street 

San  Francisco,  CA  94705 

415-894-7700 

CEO:  George  M  Keller 
Petroleum-international  oils 

Citizens  Fidelity 
Citizens  Plaza 
Louisville,  KY  40296 
502-581-2100 

CEO:  J  David  Grissom 
Banks-Southeast 

Central  Fidelity  Banks 
PO  Box  27602 
Richmond,  VA  23261 
804-782-4000 

CEO:  Carroll  L  Saine 
Banks-Southeast 

Chrysler 
PO  Box  1919 
Detroit,  MI  48288 
313-956-5252 

CEO:  Lee  Iacocca 
Automobiles  and  trucks 

City  National 

400  North  Roxbury  Drive 

Beverly  Hills,  CA  90210 

213-550-5400 

CEO:  Bram  Goldsmith 
Banks-West 

320 
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IPPORTUNITY:  Not  even  the  sky's  the  limit 
or  aerospace  technology. 


C  INDUSTRIES  IS  THERE:  Working  together,  our 
Ibex  and  Pneumo  companies  produce  sophisticated 
light  control  systems  and  landing  gear  for  most 
if  the  free  world's  aircraft, 
t's  an  IC  Industries  kind  of  market.  _ 


•  more  information  on  IC  Industries  (Stock  symbol— ICX),  pleruse  write 

Grove.  Dept.  C,  IC  Industries.  One  Illinois  Center.  Ill  East  Wacker  Drive.  Chicago. 

985  IC  Industries,  inc.  IC  Industries  is  a  registered  trademark  of  IC  Industries,  Inc. 


i  60601. 


IC  Indus! 
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CityFed  Financial 
(formerly  City  Federal  S&L) 
779  Eves  Drive 
Somerville,  NJ  08876 
201-874-7280 

CEO:  Gilbert  G  Roessner 
Thrift  institutions 

Columbia  Gas  System 
200  Montchanin  Road 
Wilmington,  DE  19807 
302-429-5000 

CEO:  John  H  Croom 

Natural  gas  utilities-integrated 

ConAgra 

One  Central  Park  Plaza 

Omaha,  NE  68102 

402-978-4000 

CEO:  Charles  M  Harper 
Food  processors-commodities 
Food  processors-branded  foods 

Cleveland  Electric  Illuminating 
PO  Box  5000 
Cleveland,  OH  44101 
216-622-9800 

CEO:  Robert  M  Ginn 
Electric  utilities-Midwest 

Columbia  Savings  &  Loan  Association 
8840  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
213-657-6134 

CEO:  Thomas  Spiegel 
Thrift  institutions 

Consolidated  Edison 
4  Irving  Place 
New  York,  NY  10003 
212-460-4600 

CEO:  Arthur  Hauspurg 
Electric  utilities-Northeast 

Clorox 

1221  Broadway 

Oakland,  CA  94612 

415-271-7000 

CEO:  Calvin  S  Hatch 

Consumer  products-household  products 

Combined  International 
707  Skokie  Boulevard 
Northbrook,  IL  60062 
312-564-8000 

CEO:  Patrick  G  Ryan 
Insurance-diversified 

Consolidated  Freightways 

PO  Box  10340 

Palo  Alto,  CA  94303 

415-494-2900 

CEO:  Raymond  F  O'Brien 
Surface  transportation-truckers 

Coastal  Corp 
9  Greenway  Plaza 
Houston,  TX  77046 
713-877-1400 

CEO:  Oscar  S  Wyatt  Jr 
Petroleum-other  oil  and  gas 

Combustion  Engineering 
900  Long  Ridge  Road 
Stamford,  CT  06902 
203-329-8771 

CEO:  Charles  E  Hugel 
Industrial  machinery 

Consolidated  Natural  Gas 
Four  Gateway  Center 
Pittsburgh,  PA  15222 
412-227-1000 

CEO:  George  J  Tankersley 
Natural  gas  utilities-integrated 

Coca-Cola 

PO  Drawer  1734 

Atlanta,  GA  30301 

404-676-2121 

CEO:  Roberto  C  Goizueta 
Beverages-soft  drinks 

Comerica 

211  West  Fort  Street 

Detroit,  MI  48275 

313-222-3300 

CEO:  Donald  R  Mandich 
Banks-Midwest 

Consolidated  Papers 
231  First  Avenue  North 
Wisconsin  Rapids,  WI  54494 
715-422-3111 

CEO:  George  W  Mead 
Paper 

Colgate-Palmolive 
300  Park  Avenue 
New  York,  NY  10022 
212-310-2000 

CEO:  Reuben  Mark 

Consumer  products-personal  products 

Commerce  Bancshares 
PO  Box  13686 
Kansas  City,  MO  64199 
816-234-2000 

CEO:  James  M  Kemper  Jr 
Banks-Midwest 

Consumers  Power 

212  West  Michigan  Avenue 

Jackson,  MI  49201 

517-788-0550 

CEO:  John  D  Selby 
Electric  utilities-Midwest 

Collins  &  Aikman 
210  Madison  Avenue 
New  York,  NY  10016 
212-578-1200 

CEO:  Donald  F  McCullough 
Textiles 

Commerce  Union 
One  Commerce  Place 
Nashville,  TN  37219 
615-749-3333 

CEO:  Dennis  C  Bottorff 
Banks-Southeast 

Continental  Bancorp 
1500  Market  Street 
Philadelphia,  PA  19102 
215-564-7000 

CEO:  Roy  T  Peraino 
Banks-Northeast 

Colonial  Perm  Group 
5  Penn  Center  Plaza 
Philadelphia,  PA  19181 
215-988-8000 

CEO-  John  J  MacWilliams 
Insurance-diversified 

Commonwealth  Edison 
PO  Box  767 
Chicago,  IL  60690 
312-294-4321 

CEO:  James  J  O'Connor 
Electric  utilities-Midwest 

Continental  Corp 
180  Maiden  Lane 
New  York,  NY  10038 
212-440-3980 

CEO:  John  P  Mascotte 
Insurance-property  and  casualty 

Colorado  National  Bankshares 
PO  Box  5168 
Denver,  CO  80217 
303-629-1968 

CEO:  Bruce  M  Rockwell 
Banks-West 

Community  Psychiatric  Centers 
517  Washington  Street 
San  Francisco,  CA  94119 
415-397-6151 

CEO:  James  W  Conte 

Health  care-hospital  management 

Continental  Illinois 
231  South  Lasalle  Street 
Chicago,  IL  60697 
312-828-2345 

CEO:  John  E  Swearingen 
Banks-multinational  banks 

1 

Colt  Industries 
430  Park  Avenue 
New  York,  NY  10022 
212-940-0400 

CEO:  David  I  Margolis 

Industrial  machinery 

Automotive  suppliers-parts  makers 

Computervision 
15  Crosby  Drive 
Bedford,  MA  01730 
617-275-1800 

CEO:  James  R  Berrett 
Computers 

Continental  Telecom 

245  Perimeter  Center  Parkway 

Atlanta,  GA  30346 

404-391-8000 

CEO:  John  N  Lemasters 
Telecommunications-carriers 
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'man 


•  • 


Manage 

•  Handle  or  direct  with  a  degree  of  skill;  e.g., 
apply  high  technology  to  global  markets. 

•  Achieve;  e.g.,  increased  productivity  through 
strategic  investments  supporting  the  work  of 
19,000  engineers  and  scientists,  120,000 
employees  worldwide. 

•  Succeed  in  accomplishing,  as  in  record  sales, 
record  earnings,  record  return  on  equity. 


We're  not  out  to  change  the  world.  Just 
o  supply  the  technology  it  takes  to  make  it  better. 

But  technology  alone  doesn't  bring  20.3%  Return 
>n  Equity  or  nine  straight  years  of  increased  earnings. 

That  takes  management.  Ours  provides  a  culture  that 
timulates  and  directs  the  growth  of  high  technology-now 
i  five  diverse  business  areas.  To  learn  more  about 
s,  write:  Rockwell  International, 
)epartment  815R-62,  600  Grant  Street, 
ittsburgh,  PA  15219. 


* 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  I  Automotive 
General  Industries  /  A-B  Industrial  Automation 


AGAIN. 


The  closer  you  look,  the  better  you  will  see 
why  Field  &  Stream  stands  out  as  an  obvious 
choice  for  reaching  the  mass  male  market... and 
stands  alone  as  America's  number  one 
sportsman's  magazine. 

No  other  magazine  captures  and  holds  its 
readers  like  we  do.  With  a  ninety-year  tradition  of 
editorial  excellence.  Featuring  renowned,  award- 
winning  writers  like  A.  J.  McClane,  George  Reiger, 
Gene  Hill,  Bob  Brister  and  Ed  Zern — authors 
who  continue  the  rich  heritage  of  great  writing 
established  in  Field  &  Stream  by  the  likes  of  Zane 
Grey,  Ernest  Hemingway  and  Erie  Stanley 
Gardner. 


Today,  Field  &  Stream  is  an  American 
institution,  attracting  nearly  10  million  loyal, 
responsive  readers  every  month.  It's  no  wonder 
1984  was  our  most  successful  year  ever.  With 
record-breaking  advertising  revenue  of  $34 
million,  including  the  first  $4  million  issue  in  the 
history  of  the  outdoor  field. 

We  stand  out  among  major  mens  magazines. 

Field  &  Stream  reaches  men  more  efficiently 
than  Time,  Newsweek,  U.S.  News  &  World 
Report,  Sports  Illustrated,  Penthouse  and 
Playboy.  What's  more,  Field  &  Stream  allows  you 
to  extend  your  total  reach  in  a  media  schedule 


Markings  of  the  winter  forest  make  the  coyote  a  master  of  camouflage. 


because  of  our  unusually  low  rate  of  duplication 
with  other  men's  magazines.  For  example,  of  the 
7.4  million  men  you  will  reach  in  Field  &  Stream: 

■  4.9  million  (66%)  do  not  read  Newsweek,  Time 
or  U.S.  News  &  World  Report 

■  5.7  million  (77%)  do  not  read  Sports  Illustrated 

■  5.9  million  (79%)  do  not  read  Playboy  or 
Penthouse 

We  stand  alone  at  the  top  of  the  outdoor  field. 

Field  &  Stream  reaches  1.2  million  more 
readers  than  Outdoor  Life  and  Sports  Afield 
combined — and  we  reach  them  more  efficiently. 

■  With  one  ad  in  Field  &  Stream  you  will  exceed 


the  net  reach  of  five  ads  in  Outdoor  Life  at  a  net 
savings  of  $102,410  and  a  $10.80  lower  CPM 
■  With  one  ad  in  Field  &  Stream  you  will  exceed 
the  net  reach  of  twelve  ads  in  Sports  Afield  at  a 
net  savings  of  $140,506  and  a  $14.27  lower  CPM 

Look  again.  Like  our  readers,  you'll  be 
impressed  by  what  you  see. 


SfKftli 


Americas  number  one  sportsman's  magazine. 

Source:  1984  SMRB 


Where  to  find  The  Forbes  500s 

Control  Data 
PO  Box  O 

Minneapolis,  WN  55440 
612-853-8100 

CEO:  William  C  Norns 

Computers 

Financial  services-lending,  leasing  and  insurance 

Crown  Cork  &  Seal 
9300  Ashton  Road 
Philadelphia,  PA  19136 
215-698-5100 

CEO:  fohn  F  Connelly 
Packaging 

Dart  &  Kraft 
2211  Sanders  Road 
Northbrook,  IL  60062 
312-498-8000 

CEO:  fohn  M  Richman 

Food  processors-branded  foods 

Cooper  Industries 
PO  Box  4446 
Houston,  TX  77210 
713-739-5400 

CEO:  Robert  Cizik 
Industrial  machinery 
Electrical  equipment 

Crown  Zellerbach 

One  Bush  Street 

San  Francisco,  CA  94104 

415-951-5000 

CEO:  William  T  Creson 
Paper 

Data  General 
4400  Computer  Drive 
Westboro,  MA  01580 
617-366-8911 

CEO:  Edson  D  de  Castro 
Computers 

Cooper  Laboratories 
3145  Porter  Drive 
Palo  Alto,  CA  94304 
415-856-5000 

CEO:  Parker  G  Montgomery 
Health  care-products 

CSX 

PO  Box  C-32222 
Richmond,  VA  23261 
804-782-1400 

CEO:  Hays  T  Watkins 
Surface  transportation-railroads 

Dauphin  Deposit 
213  Market  Street 
Harrisburg,  PA  17105 
717-255-2121 

CEO:  f  D  Wickert 
Banks-Northeast 

CoreStates  Financial 
Broad  And  Chestnut  Street 
Philadelphia,  PA  19101 
215-629-3100 

CEO:  G  Morris  Dorrance  Jr 
Banks-Northeast 

Cullen/Frost  Bankers 

PO  Box  1600 

San  Antonio,  TX  78296 

512-220-4011 

CEO:  Thomas  C  Frost 
Banks-Southwest 

Dayton-Hudson 
777  Nicollet  Mall 
Minneapolis,  MN  55402 
612-370-6948 

CEO:  Kenneth  A  Macke 

General  retailers-discount  and  variety 

Corning  Glass  Works 
Houghton  Park 
Corning,  NY  14831 
607-974-9000 

CEO:  fames  R  Houghton 

Health  care-products 

Consumer  products-home  furnishings 

Cullinet  Software 
400  Blue  Hill  Drive 
Westwood,  MA  02090-2198 
617-329-7700 

CEO:  John  f  Cullinane 
Services-office  services 

Dayton  Power  &  Light 
Courthouse  Plaza  Southwest 
Dayton,  OH  45401 
513-224-6000 

CEO:  Peter  H  Forster 
Electric  utilities-Midwest 

Cox  Communications 
1400  Lake  Hearn  Drive  NE 
Atlanta,  GA  30319 
404-843-5000 

CEO:  William  A  Schwartz 
Broadcasting 

Cullum  Companies 
14303  Inwood  Road 
Dallas,  TX  75234 
214-661-9700 

CEO:  lack  W  Evans 
Supermarkets-regional  chains 

Deere 

fohn  Deere  Road 

Moline,  IL  61265 

309-752-8000 

CEO:  Robert  A  Hanson 
Heavy  equipment-agricultural 

CPC  International 

PO  Box  8000 

Englewood  Cliffs,  NJ  07632 

201-894-4000 

CEO:  fames  R  Eiszner 

Food  processors-branded  foods 

Cummins  Engine 
500  Jackson  Street 
Columbus,  IN  47202-3005 
812-377-5000 

CEO:  Henry  B  Schacht 
Automotive  suppliers-parts  makers 

Delmarva  Power  &  Light 
PO  Box  231 
Wilmington,  DE  19899 
302-429-3011 

CEO:  Nevius  M  Curtis 
Electric  utilities-Northeast 

Cray  Research 

608  2nd  Avenue  South 

Minneapolis,  MN  55402 

612-333-5889 

CEO:  John  A  Rollwagen 
Computers 

Cyclops 

650  Washington  Road 

Pittsburgh,  PA  15228 

412-343-4000 

CEO:  William  H  Knoell 
Metals-steel 

Delta  Air  Lines 
Atlanta  Airport 
Atlanta,  GA  30320 
404-346-6011 

CEO:  David  C  Garrett  fr 
Air  transport-passenger 

Crocker  National 
One  Montgomery  Street 
San  Francisco,  CA  94104 
415-983-2000 

CEO:  Frank  V  Cahouet 
Banks-West 

Dallas  Federal  Financial 
(formerly  Dallas  Federal  S&L) 
8333  Douglas  Avenue 
Dallas,  TX  75225 
214-750-5000 

CEO:  Lloyd  S  Bowles  Sr 
Thrift  institutions 

Deluxe  Check  Printers 

PO  Box  64399 

St  Paul,  MN  55164 

612-483-7111 

CEO:  Eugene  R  Olson 
Publishing 

Crown  Central  Petroleum 
PO  Box  1168 
Baltimore,  MD  21203 
301-539-7400 

CEO:  Henry  A  Rosenberg  fr 
Petroleum-other  oil  and  gas 

Dana 

PO  Box  1000 

Toledo,  OH  43697 

419-535-4500 

CEO:  Gerald  B  Mitchell 
Automotive  suppliers-parts  makers 

Deposit  Guaranty 
PO  Box  1200 
Jackson,  MS  39205 
601-354-8564 

CEO:  Emerson  B  Robinson  fr 
Banks-Southeast 

: 
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Better  balanced  for  a 
fresh  cycle  of  growth.  CBI. 


Growth  at  CBI  Industries  now  rides  on  three 
I    separate  thrusts:  contracting  services, 
industrial  gases,  and  investments. 

The  1984  acquisition  of  Liquid 
Carbonic,  the  world's  leading 
^  producer  of  CO2 ,  gives  better  balance 
and  stronger  earnings  potential  to  CBI. 
It  also  means  less  dependency  on 
cyclical  energy  markets  for  earnings. 
CBI's  contracting  services  segment  has  been  streamlined  to 
capitalize  on  any  upswing  in  its  traditional  construction 
markets.  Meanwhile,  CBI  has  expanded  its  activity  in  municipal 
water  and  wastewater  facilities,  forest  industry  equipment, 
diving  services  and  maintenance  and  retrofit  work. 

Liquid  Carbonic  promises  both  domestic  and  international 
expansion  through  continuing  breakthroughs  in  new 


applications  for  high  purity  gases  in  the  food  processing, 
industrial/medical  and  specialty  gas  markets. 

CBI's  proven  high  performance  investments  include  oil  and 
gas  exploration  and  development,  oil  transport  and  storage, 
and  commercial  real  estate. 

If  you'd  like  to  know  more  about  how  CBI  is  better  balanced 
for  a  fresh  new  cycle  of  growth,  write  Lou  Dudas,  Vice 
President,  Investor  Relations,  for  our  annual  report. 


iffil 


CBI  Industries,  Inc. 

800  Jorie  Boulevard,  Oak  Brook.  IL  60521 
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Detroit  Edison 
2000  Second  Avenue 
Detroit,  MI  48226 
313-237-8000 

CEO:  Walter  I  McCarthy  Jr 
Electric  utilities-Midwest 

Dow  Chemical 

2030  Willard  H  Dow  Center 

Midland,  MI  48674 

517-636-1000 

CEO:  Paul  F  Oreffice 
Diversified  chemicals 

Eastern  Gas  &  Fuel  Associates 
One  Beacon  Street 
Boston,  MA  02108 
617-742-9200 

CEO:  William  J  Pruyn 

Natural  gas  utilities-distributors 

Coal 

Diamond  Shamrock 
717  North  Harwood  Street 
Dallas,  TX  75201 
214-922-2808 

CEO:  William  H  Bricker 
Petroleum-other  oil  and  gas 
Diversified  chemicals 

Dow  [ones 

22  Cortlandt  Street 

New  York,  NY  10007 

212-285-5000 

CEO:  Warren  H  Phillips 
Publishing 

Eastman  Kodak 
343  State  Street 
Rochester,  NY  14650 
716-724-4000 

CEO:  Colby  H  Chandler 

Leisure  and  recreation-photography 

Digital  Equipment 
146  Main  Street 
Maynard,  MA  01754 
617-493-5111 

CEO:  Kenneth  H  Olsen 
Computers 

Downey  Savings  &  Loan  Association 

PO  Box  6000 

Costa  Mesa,  CA  92626 

714-549-8811 

CEO:  Gerald  H  McQuarrie 
Thrift  institutions 

Eaton 

Eaton  Center 
Cleveland,  OH  44114 
216-523-5000 

CEO:  E  Mandell  de  Windt 
Automotive  suppliers-parts  makers 
Electronics-equipment 

Digital  Switch 

707  East  Arapaho  Road 

Richardson,  TX  75083-0911 

214-238-4000 

CEO:  fames  L  Donald 
Telecommunications-manufacturers 

Dresser  Industries 
PO  Box  718 
Dallas,  TX  75221 
214-740-6000 

CEO:  John  J  Murphy 
Oilfield  drillers  and  services 

Jack  Eckerd 

8333  Bryan  Dairy  Road 

Largo,  FL  33543 

813-397-7461 

CEO:  Stewart  Turley 
Specialty  retailers-drug  chains 

Dillard  Dept  Stores 

PO  Box  486 

Little  Rock,  AR  72201 

501-376-5200 

CEO:  William  T  Dillard  Sr 
General  retailers-department  stores 

EI  Du  Pont  de  Nemours 
1007  Market  Street 
Wilmington,  DE  19898 
302-774-1000 

CEO:  Edward  G  Jefferson 
Petroleum-international  oils 
Diversified  chemicals 

EG&G 

45  William  Street 

Wellesley,  MA  02181 

617-237-5100 

CEO:  Dean  W  Freed 
Aerospace  and  defense 
Electronics-equipment 

Walt  Disney  Productions 
500  South  Buena  Vista  Street 
Burbank,  CA  91521 
818-840-1000 

CEO:  Michael  D  Eisner 

Leisure  and  recreation-entertainment 

Duke  Power 
PO  Box  33189 
Charlotte,  NC  28242  ■ 
704-373-4011 

CEO:  William  S  Lee 
Electric  utilities-Southeast 

El  Paso  Electric 

PO  Box  982 

El  Paso,  TX  79960 

915-543-5711 

CEO:  Evern  R  Wall 
Electric  utilities-Southwest 

Dominion  Bankshares 
PO  Box  13327 
Roanoke,  VA  24040 
703-563-7000 

CEO:  Warner  N  Dalhouse 
Banks-Southeast 

Dun  &  Bradstreet 
299  Park  Avenue 
New  York,  NY  10171 
212-593-6800 

CEO:  Charles  W  Moritz 
Publishing 

Emerson  Electric 

8000  West  Florissant  Avenue 

St  Louis,  MO  63136 

314-553-2000 

CEO:  Charles  F  Knight 
Electrical  equipment 

Dominion  Resources 
PO  Box  26532 
Richmond,  VA  23261 
804-771-3000 

CEO:  William  W  Berry 
Electric  utilities-Southeast 

Duquesne  Light 
301  Grant  Street 
Pittsburgh,  PA  15279 
412-393-6000 

CEO:  John  M  Arthur 
Electric  utilities-Midwest 

Emhart 

PO  Box  2730 

Hartford,  CT  06101 

203-678-3000 

CEO:  T  Mitchell  Ford 
Industrial  machinery 

RR  Donnelley  &  Sons 

2223  Martin  Luther  King  Drive 

Chicago,  IL  60616 

312-326-8000 

CEO:  John  B  Schwemm 
Publishing 

E-Systems 
PO  Box  660248 
Dallas,  TX  75266 
214-661-1000 

CEO:  John  W  Dixon 
Aerospace  and  defense 

Engelhard 
Menlo  Park  CN-40 
Edison,  NJ  08818 
201-632-6000 

CEO:  Orin  R  Smith 
Specialized  chemicals 

Dover 

277  Park  Avenue 

New  York,  NY  10017 

212-826-7160 

CEO:  Gary  L  Roubos 
Building  materials-equipment 
Industrial  machinery 

Eastern  Air  Lines 

Miami  International  Airport 

Miami,  FL  33148 

^05-873-2211 

'   Frank  Borman 
.  r.insport-passenger 

Enserch 

300  South  St  Paul  Street 

Dallas,  TX  75201 

214-651-8700 

CEO:  William  C  McCord 

Builders-commercial 

Natural  gas  utilities-producers  and  pipelines 
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Bouncing  laser  beams 
off  satellites 
to  measure  shifts 
in  the  earth's  surface? 
GEE!" 


gSS 


(No,GTE0 


If  you  could  see  a  picture  of  the  earth  two 
hundred  million  years  ago,  you'd  barely  rec- 
ognize it. 

That's  because  the  earth's  surface  is  con- 
stantly shifting!  Imperceptibly,  perhaps,  but 
shifting  all  the  same. 

Well,  thanks  to  GTE,  there's  a  way  to 
measure  those  shifts.  By  putting  special 
satellites  (they're  called  geodesic)  up  in 
space  and  bouncing  an  equally  special  type 
of  GTE  hjgh-powered  laser  beam  off  them. 

By  measuring  the  travel  time  of  the  laser 
beam  back  and  forth,  minute  movements  of 
the  earth's  crust  can  be  determined. . 

This  satellite-laser  system  is  one  of  the 
most  remarkable  developments  to  date  in 
the  area  of  global  geophysical  investiga- 
tions. GTE  has  also  pioneered  the  use  of 
lasers  for  other  applications— fiber  optic 
transmissions,  for  example. 

The  laser,  obviously,  has  great  potential 
And  we're  trying  to  make  it  .even  greater. 


more  information  call  1-800-828-7280  (in  N.Y  State  1-800-462-1075) 


Where  to  find  The  Forbes  500s 

Equimark 
2  Olivet  Plaza 
Pittsburgh,  PA  15222 
412-288-5000 

CEO:  James  D  Lowry 
Banks-Northeast 

Exxon 

1251  Avenue  of  the  Americas 

New  York,  NY  10020-1198 

212-333-1000 

CEO:  Clifton  C  Garvin  Jr 
Petroleum-international  oils 

Federal  Express 
PO  Box  727 
Memphis,  TN  38194 
901-369-3600 

CEO:  Frederick  W  Smith 
Air  transport-freight 

Equitable  Bancorporation 
100  South  Charles  Street 
Baltimore,  MD  21201 
301-547-4000 

CEO:  H  Grant  Hathaway 
Banks-Northeast 

Farm  &  Home  Savings  Association 
PO  Box  1893 

Nevada,  MO  64772 
417-667-3333 

CEO:  C  A  Duncan  Jr 
Thrift  institutions 

Federal  National  Mortgage  Association 
3900  Wisconsin  Avenue 
Washington,  DC  20016 
202-537-7000 

CEO:  David  O  Maxwell 

Financial  services-lending,  leasing  and  insuran 

Equitable  Resources  (formerly  Equitable  Gas) 
420  Boulevard  Of  Allies 
Pittsburgh,  PA  15219 
412-471-7600 

CEO:  Donald  I  Moritz 
Natural  gas  utilities-integrated 

Farm  House  Foods 

111  East  Wisconsin  Avenue 

Milwaukee,  WI  53202 

414-271-5050 

CEO:  Donald  E  Runge 
Services-food  distributors 

Federated  Department  Stores 
7  West  Seventh  Street 
Cincinnati,  OH  45202 
513-579-7000 

CEO:  Howard  Goldfeder 

General  retailers-department  stores 

Ethyl 

330  South  Fourth  Street 

Richmond,  VA  23219 

804-788-5000 

CEO:  Floyd  D  Gottwald  Jr 
Specialized  chemicals 

Farmers  Group 

4680  Wilshire  Boulevard 

Los  Angeles,  CA  90010 

213-932-3200 

CEO:  Richard  G  Lindsley 
Insurance-diversified 

Fidelcor 

Broad  &  Walnut  Streets 

Philadelphia,  PA  19109 

215-985-6000 

CEO:  Harold  W  Pote 
Banks-Northeast 

Evans  Products 
6917  Collins  Avenue 
Miami  Beach,  FL  33141 
305-866-7771 

CEO:  Victor  Posner 

Specialty  retailers-miscellaneous 

Federal  Co 

PO  Box  17236 

Memphis,  TN  38187-0236 

901-761-3610 

CEO:  R  Lee  Taylor  II 

Food  processors-commodities 

Fifth  Third  Bancorp 
38  Fountain  Square  Plaza 
Cincinnati,  OH  45263 
513-579-5300 

CEO:  Clement  L  Buenger 
Banks-Midwest 
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nies  are  making  big  plans  in  San  Antonio, 

largest  city  is  being;brought  into  focus  as  a  perfect  site  for  corporate  expansion  and  relocation.  For 
tbution  centers.  Manufacturing  facilities.  Corporate/Regional  offices.  And  San  Antonio's  a  Free  Trade 
folleges  and  universities,  you'll  find  an  energetic,  trainable  workforce.  Plus  a  lifestyle  charged  with 
Bt  ask  Advanced  Micro  Devices,  Southwest  Research  Institute.  USAA  and  Datapoint.  Join  these  and 
Eat  have  designs  on  San  Antqnio. 
g  plans  for  big  profits. 

Bimary  and  more  information,  contact: 

T  President,  San  Antonio  Economic  Development  Foundation, 
onio,  Texas  78296,  (512) £26-1394. 
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Our  Publications  Are 
Read  In  High  Places 

If  you  're  trying  to  catch  the  eye  of  those 
high-level  influentials,  consider  Air 
Group  One.  Our  readers  are  upscale  even 
before  they  leave  the  ground:  68%  are 
managerial/professionals,  63  %  hold 
college  degrees,  and  81%  have  household 
incomes  in  excess  of  $50,000.  * 
When  they  fly  the  executive  air  routes, 
our  readers  are  all  yours.  A  captive  audi- 
ence with  time  to  enjoy  the  superior 
all-color  quality  and  original  editorial 
content  of  our  publications — designed  to 
satisfy  their  special  interests. 
Air  Group  One  goes  where  your  preferred 
audience  goes.  High-flying  decision- 
makers will  read  your  messages  in  these 
publications:  Delta  SKY,  TWA  Ambas- 
sador, AirCal,  Butler  Aviations  Skylite 
and — beginning  infuly — USAir. 
Come  up  and  join  us! 

'1984  Mendelsohn  Media  Research 

HALSEY  PUBLISHING  CO. 

12955  Biscayne  Boulevard 
North  Miami,  Florida  33181 
l:or further  information,  call  Man  Winter  (305)  893-1 520. 
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Where  to  find  The  Forbes  500s 

Financial  Corp  of  America 

PO  Box  19689 

Irvine,  CA  92713-9689 

714-553-6900 

CEO:  William  J  Popejoy 
Thrift  institutions 

First  City  Bancorporation  of  Texas 
PO  Box  2387 
Houston,  TX  77252 
713-658-6011 

CEO:  James  A  Elkins  Jr 
Banks-Southwest 

First  Maryland  Bancorp 
25  South  Charles  Street 
Baltimore,  MD  21201 
301-244-4000 

CEO:  Charles  W  Cole  Jr 
Banks-Northeast 

Financial  Corp  of  Santa  Barbara 

POBox  1109 

Santa  Barbara,  CA  93102 

805-963-2025 

CEO:  Philip  R  Brinkerhoff 
Thrift  institutions 

First  Columbia  Financial 
PO  Box  17127 
Englewood,  CO  80217-0127 
303-773-3444 

CEO:  Bob  R  Baker 
Thrift  institutions 

First  National  Cincinnati 
PO  Box  1038 
Cincinnati,  OH  45201 
513-632-4000 

CEO:  Oliver  W  Waddell 
Banks-Midwest 

Firestone  Tire  &  Rubber 
1200  Firestone  Parkway 
Akron,  OH  44317 
216-379-7000 

CEO:  John  J  Nevin 

Automotive  suppliers-tire  and  rubber 

First  Empire  State 
One  M&T  Plaza 
Buffalo,  NY  14240 
716-842-5445 

CEO:  Robert  G  Wilmers 
Banks-Northeast 

First  National  State  Bancorp 
550  Broad  Street 
Newark,  NJ  07192 
201-565-3200 

CEO:  Robert  R  Ferguson  Jr 
Banks-Northeast 

First  Alabama  Bancshares 
PO  Box  1448 
Montgomery,  AL  36102 
205-832-8011 

CEO:  Willard  L  Hurley 
Banks-Southeast 

First  Executive 

11444  West  Olympic  Boulevard 

Beverly  Hills,  CA  90212 

213-312-1000 

CEO:  Fred  Carr 
Insurance-life  and  health 

First  National  Supermarkets 
17000  Rockside  Road 
Maple  Heights,  OH  44137 
216-587-7100 

CEO:  Richard  J  Bogomolny 
Supermarkets-regional  chains 

First  American 
First  American  Center 
Nashville,  TN  37237 
615-748-2100 

CEO:  Kenneth  L  Roberts 
Banks-Southeast 

First  Federal  of  Michigan 
1001  Woodward  Avenue 
Detroit,  MI  48226 
313-965-1400 

CEO:  James  A  Aliber 
Thrift  institutions 

First  of  America  Bank 
108  East  Michigan  Avenue 
Kalamazoo,  MI  49007 
616-383-9000 

CEO:  James  H  Duncan 
Banks-Midwest 

First  Atlanta 
PO  Box  4148 
Atlanta,  GA  30302 
404-588-5000 

CEO:  Thomas  R  Williams 
Banks-Southeast 

First  Federal  Savings  &  Loan  Association 
3003  North  Central  Avenue 
Phoenix,  AZ  85012 
602-248-4221 

CEO:  Gene  E  Rice 
Thrift  institutions 

First  Oklahoma  Bancorporation 

PO  Box  25189 

Oklahoma  City,  OK  73125 

405-272-4000 

CEO:  Charles  A  Vose  Jr 
Banks-Southwest 

First  Bank  System 
PO  Box  522 

Minneapolis,  MN  55480 
612-370-5100 

CEO:  George  H  Dixon 
Banks-Midwest 

First  Florida  Banks 
111  Madison  Street 
Tampa,  FL  33602 
813-224-1455 

CEO:  A  Bronson  Thayer 
Banks-Southeast 

First  Pennsylvania 
PO  Box  13560 
Philadelphia,  PA  19101 
215-786-5000 

CEO:  George  A  Butler 
Banks-Northeast 

First  Boston 
Park  Avenue  Plaza 
New  York.  NY  10055 
212-909 2000 

CEO:  Peter  1  Bu<  Jiinan 
Financial  services-trading 

First  Hawaiian 
165  South  King  Street 
Honolulu,  HI  96813 
808-525-7000 

CEO:  John  D  Bellinger 
Banks-West 

First  Security 

PO  Box  30006 

Salt  Lake  City,  UT  84130 

801-350-5000 

CEO:  Spencer  F  Eccles 
Banks-West 

First  Chicago 

1  First  National  Plaza 

Chicago,  DL,  60670 

312-732-4000 

CEO:  Barry  F  Sul 
Banks-multinati  ma] 

First  Interstate  Bancorp 

PO  Box  54068 

Los  Angeles,  CA  90054 

213-614-3001 

CEO:  Joseph  J  Pinola 
Banks-West 

First  Tennessee  National 
165  Madison  Avenue 
Memphis,  TN  38103 
901-523-4444 

CEO:  Ronald  Terry 
Banks-Southeast 

First  Citizens 
PO  Box  151 

Raleigh,  NC 
919-755-700 

CEO:  Lewis  R  t 
Banks-Soui . 

First  Kentucky  National 
PO  Box  36000 
Louisville,  KY  40233 
502-581-4377 

CEO:  A  Stevens  Miles 
Banks-Southeast 

First  Union 
First  Union  Plaza 
Charlotte,  NC  28288 
704-374-6565 

CEO:  Edward  E  Crutchfield  Jr 
Banks-Southeast 
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Vvhat  business 

do  we  haw 

advising  wu 


what  to  pay 


your  executives? 

^u  may  be  aware  that  Johnson  &  Higgins  is  a  leading 
employee  benefit  consultant.  But  you  may  not  know 
how  involved  we  are  in  the  business  of  consulting  on 
executive  compensation. 

In  fact,  the  people  at  our  Sibson  &  Co. 
subsidiary  are  the  authors  of  the  country's  most  widely 
respected  annual  executive  compensation  study. 
Together  with  J&H  benefit  consultants,  they're  part  of  a 
team  of  human  resource  professionals  we've  assembled 
to  help  you  manage  your  direct  and  indirect  compensation. 

We  work  on  every  aspect  of  compensation 
planning  because  it's  critical  to  the  overall  business 
strategies  of  the  companies  we  serve.  If  you've  had  a  more 
limited  picture  of  what  Johnson  &  Higgins  does,  we  hope 
we've  broadened  your  view. 

Johnson  Higgins 

Consulting  on  a  lot  more  than  insurance. 

HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING.  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


Where  to  find  The  Forbes  500s 

First  Virginia  Banks 
6400  Arlington  Boulevard 
Falls  Church,  VA  22046 
703-241-4000 

CEO:  Robert  H  Zalokar 
Banks-Southeast 

Food  Lion 
PO  Box  1330 
Salisbury,  NC  28144 
704-633-8250 

CEO:  Ralph  W  Ketner 
Supermarkets-regional  chains 

Geico 

One  Geico  Drive 

Eden  Prairie,  MN  55344 

612-828-1000 

CEO:  N  Bud  Grossman 
Services-industrial  services 

First  Wisconsin 
PO  Box  532 
Milwaukee,  WI  53201 
414-765-4321 

CEO:  Hal  C  Kuehl 
Banks-Midwest 

Ford  Motor 
PO  Box  1899 
Dearborn,  MI  48121 
313-322-3000 

CEO:  Donald  E  Peterson 
Automobiles  and  trucks 

GenCorp  (formerly  General  Tire  &  Rubber) 
175  Ghent  Road 
Akron,  OH  44313 
216-798-3000 

CEO:  Michael  G  O'Neil 
Automotive  suppliers-tire  and  rubber 
Aerospace  and  defense 

Fleet  Financial  Group 
50  Kennedy  Plaza 
Providence,  RI  02903 
401-278-5800 

CEO:  J  Terrence  Murray 
Banks-Northeast 

Fort  Howard  Paper 
PO  Box  130 
Green  Bay,  WI  54305 
414-435-8821 

CEO:  Paul  J  Schierl 

Paper 

Packaging 

General  Cinema 
27  Boylston  Street 
Chestnut  Hill,  MA  02167 
617-232-8200 

CEO:  Richard  A  Smith 

Beverages-soft  drinks 

Leisure  and  recreation-entertainment 

Fleetwood  Enterprises 
PO  Box  7638 
Riverside,  CA  92523 
714-351-3500 

CEO:  John  C  Crean 

Leisure  and  recreation-recreational  vehicles 

Builders-residential 

Foster  Wheeler 

110  South  Orange  Avenue 

Livingston,  NJ  07039 

201-533-1100 

CEO:  Louis  E  Azzato 
Industrial  machinery 
Builders-commercial 

General  Dynamics 
Pierre  Laclede  Center 
St  Louis,  MO  63105 
314-889-8200 

CEO:  David  S  Lewis 
Aerospace  and  defense 

Fleming  Cos 

PO  Box  26647 

Oklahoma  City,  OK  73126 

405-840-7200 

CEO:  Richard  D  Harrison 
Services-food  distributors 

FPL  Group  (formerly  Florida  Power  &  Light) 
PO  Box  529100 
Miami,  FL  33152 
305-552-3552 

CEO:  John  J  Hudiburg 
Electric  utilities-Southeast 

General  Electric 
3135  Easton  Turnpike 
Fairfield,  CT  06431 
203-373-2211 

CEO:  John  F  Welch  Jr 

Diversified  companies-multicompanies/Electrir 

equipment/Consumer  products-appliances 

Florida  Federal  Savings  &  Loan  Association 

PO  Box  1509 

St  Petersburg,  FL  33731 

813-893-1131 

CEO:  Raleigh  W  Greene  Jr 
Thrift  institutions 

Freeport-McMoRan 
200  Park  Avenue 
New  York,  NY  10166 
212-578-9200 

CEO:  James  R  Moffet 
Specialized  chemicals 
Petroleum-other  oil  and  gas 

General  Foods 
250  North  Street 
White  Plains,  NY  10625 
914-335-2500 

CEO:  James  L  Ferguson 
Food  processors-branded  foods 

Florida  National  Banks  of  Florida 
PO  Box  689 
Jacksonville,  FL  32201 
904-359-5111 

CEO:  John  D  Uible 
Banks-Southeast 

Fruehauf 

10900  Harper  Avenue 

Detroit,  MI  48213 

313-267-1000 

CEO:  Robert  D  Rowan 
Automobiles  and  trucks 

General  Host 
PO  Box  10045 
Stamford,  CT  06902 
203-357-9900 

CEO:  Harris  J  Ashton 
Supermarkets-convenience  stores 

Florida  Progress 
270  First  Avenue  South 
St  Petersburg,  FL  33701 
813-895-1700 

CEO:  Andrew  H  Hines  Jr 
Electric  utilities-Southeast 

Gannett 

Lincoln  First  Tower 

Rochester,  NY  14604 

716-546-8600 

CEO:  Allen  H  Neuharth 
Publishing 

General  Mills 
PO  Box  1113 
Minneapolis,  MN  55440 
612-540-2311 

CEO:  H  Brewster  Atwater  Jr 
Food  processors-branded  foods 

Fluor 

3333  Michelson  Drive 

Irvine,  CA  92730 

714-975-2000 

CEO:  David  S  Tappan  Jr 
Builders-commercial 

GATX 

120  South  Riverside  Plaza 

Chicago,  IL  60606 

312-621-6200 

CEO:  James  J  Glasser 

Surface  transportation-railroads 

General  Motors 

3044  West  Grand  Boulevard 

Detroit,  MI  48202 

313-556-5000 

CEO:  Roger  B  Smith 
Automobiles  and  trucks 

FMC 

200  East  Randolph  Drive 

Chicago,  IL  60601 

312-861-6000 

CEO:  Robert  H  Malott 

Diversified  cos-multicompanies/Diversified 

chemicals/Aerospace  and  defense 

Geico 

Geico  Plaza 
Washington,  DC  20076 
301-986-3000 

CEO:  John  J  Byrne 
Insurance-property  and  casualty 

General  Public  Utilities 
100  Interpace  Parkway 
Parsippany,  NJ  07054 
201-263-6500 

CEO:  William  G  Kuhns 
Electric  utilities-Northeast 
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One  financing  arrangement  simpler  than  ours. 

If  you're  looking  for  a  way  to  simplify  the  process  of  financing  IBM  equipment, 
consider  the  IBM  Credit  Corporation. 

Our  term  lease  master  contract,  which  you  need  to  sign  only  once,  is  a  mere 
four  pages.  A  little  longer  than  an  IOU,  but  look  what  it  gets  you. 

Flexibility.  We'll  tailor  lease  financing  to  meet  your  company's  needs. 

Upgradability.  If  your  business  grows  or  you  want  to  add  equipment,  a  simple 
supplement  to  your  original  contract  is  all  it  takes. 

Competitive  rates. 

We  not  only  reduce  your  paperwork,  we  reduce  your  peoplework. 

The  same  person  who  helps  you  choose  the  IBM  equipment  your  business 
needs  can  also  arrange  to  finance  it. 

Call  your  IBM  representative  to  get  more  information  about  the  IBM  Credit 

Corporation.  Or  call  1 800  IBM-2468  Ext.  7,  code  AG. 

You  owe  it  to  yourself. 

See  how  simple  financing  can  he. 
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Where  to  find  The  Forbes  500s 

General  Re 

PO  Box  10351 

Stamford,  CT  06904-2351 

203-328-5000 

CEO:  Frank  W  Munson 
Insurance-diversified 

BF  Goodrich 

500  South  Main  Street 

Akron,  OH  44318 

216-374-2000 

CEO:  John  D  Ong 

Automotive  suppliers-tire  and  rubber 

Specialized  chemicals 

Greyhound 
Greyhound  Tower 
Phoenix,  AZ  85077 
602-248-4000 

CEO::  John  W  Teets 
Surface  transportation-other 

General  Signal 

High  Ridge  Park-Box  10010 

Stamford,  CT  06904 

203-357-8800 

CEO:  David  T  Kimball 

Electronics-equipment/Electrical  equipment/ 
Industrial  machinery 

Goodyear  Tire  &  Rubber 
1144  East  Market  Street 
Akron,  OH  44316 
216-796-2121 

CEO:  Robert  E  Mercer 

Automotive  suppliers-tire  and  rubber 

Grumman 

1111  Stewart  Avenue 

Bethpage,  NY  11714 

516-575-0574 

CEO:  John  C  Bierwirth 
Aerospace  and  defense 

Genuine  Parts 

2999  Circle  75  Parkway 

Atlanta,  GA  30339 

404-953-1700 

CEO:  Wilton  Looney 

Automotive  suppliers-parts  makers 

Gould 

10  Gould  Center 

Rolling  Meadows,  IL  6G008 

312-640-4000 

CEO:  William  T  Ylvisaker 
Electronics-equipment 
Aerospace  and  defense 

GTE 

One  Stamford  Forum 

Stamford,  CT  06904 

203-965-2000 

CEO:  Theodore  F  Brophy 
Telecommunications-carriers 

Georgia  Federal  Bank 
20  Marietta  Street  NW 
Atlanta,  GA  30303 
404-588-2600 

CEO:  John  B  Zellars 
Thrift  institutions 

WR  Grace 

1114  Avenue  of  the  Americas 

New  York,  NY  10036 

212-819-5500 

CEO:  J  Peter  Grace 

Diversified  cos-conglomerates/Specialized 

chemicals/Specialty  retailers-miscellaneous 

Guarantee  Financial  Corp  of  California 
1177  Fulton  Mall 
Fresno,  CA  93721 
209-268-8111 

CEO:  Lewis  S  Eaton 
Thrift  institutions 

Georgia-Pacific 

133  Peachtree  Street  NE 

Atlanta,  GA  30303 

404-521-4000 

CEO:  T  Marshall  Hahn  Jr 

Paper 

Building  materials-lumber 

WW  Grainger 

5500  West  Howard  Street 

Skokie,  IL  60077 

312-982-9000 

CEO:  David  W  Grainger 
Electrical  equipment 

Gulf  &  Western  Industries 
1  Gulf  &  Western  Plaza 
New  York,  NY  10023 
212-333-7000 

CEO:  Martin  S  Davis 

Conglomerate/Leisure  &.  recreation-entertaim 

Financial  services-lending,  leasing  and  insuran 

Giant  Food 
PO  Box  1804 
Washington,  DC  20013 
301-341-4100 

CEO:  Israel  Cohen 
Supermarkets-regional  chains 

Great  American  First  Savings 

(formerly  Great  American  Federal) 

600  B  Street 

San  Diego,  CA  92183 

619-231-1885 

CEO:  Gordon  C  Luce 
Thrift  institutions 

Gulf  States  Utilities 
PO  Box  2951 
Beaumont,  TX  77704 
409-838-6631 

CEO:  Dr  Paul  W  Murrill 
Electric  utilities-Southwest 

Gibraltar  Financial  Corp  of  California 
9111  Wilshire  Boulevard 
Beverly  Hills,  CA  90213 
213-278-8720 

CEO:  Herbert  J  Young 
Thrift  institutions 

Great  Atlantic  &  Pacific  Tea 
2  Paragon  Drive 
Montvale,  NJ  07645 
201-573-9700 

CEO:  James  Wood 
Supermarkets-major  chains 

Halliburton 

2600  Southland  Center 

Dallas,  TX  75201 

214-748-7261 

CEO:  Thomas  H  Cruikshank 
Oilfield  drillers  and  services 
Industrial  machinery 

Gillette 

Prudential  Tower  Building 

Boston,  MA  02199 

617-421-7449 

CEO:  Colman  M  Mockler  Jr 
Consumer  products-personal  products 

Great  Lakes  Federal  Savings  &  Loan 

PO  Box  8600 

Ann  Arbor,  MI  48107 

313-769-8300 

CEO:  Roy  E  Weber 
Thrift  institutions 

Hammermill  Paper 
PO  Box  10050 
Erie,  PA  16533 
814-456-8811 

CEO:  Albert  F  Duval 
Paper 

Glendale  Federal  Savings  &  Loan 
PO  Box  1709 
Glendale,  CA  91209 
818-500-2000 

CEO:  Raymond  D  Edwards 
Thrift  institutions 

Great  Northern  Nekoosa 
PO  Box  9309 
Stamford,  CT  06904 
203-359-4000 

CEO:  William  R  Laidig 
Paper 

Harris  Corp 

1025  West  Nasa  Boulevard 

Melbourne,  FL  32919 

305-727-9100 

CEO:  Joseph  A  Boyd 
Computers 
Aerospace  and  defense 

Golden  West  Financial 
1970  Broadway 
Oakland,  CA  94612 
415-645-9200 

CEO:  Herbert  M  Sandier/Marion  O  Sandler 
Thrift  institutions 

Great  Western  Financial 
8484  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
213-852-3411 

CEO:  James  F  Montgomery 
Thrift  institutions 

Hartford  National 
777  Main  Street 
Hartford,  CT  06115 
203-728-2000 

CEO:  Robert  L  Newell 
Banks-Northeast 
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IT  Heinz 
>0  Box  57 

•ittsburgh,  PA  15230 
6-237-5757 

ZEO:  Anthony  J  F  O'Reilly 
:ood  processors-branded  foods 

Holiday  Inns 
3742  Lamar  Avenue 
Memphis,  TN  38195 
901-362-4338 

CEO:  Michael  D  Rose 

Leisure  and  recreation-hotels  and  gammg 

George  A  Hormel 
PO  Box  800 
Austin,  MN  55912 
507-437-5611 

CEO:  Richard  L  Knowlton 
Food  processors-meatpacking 

lercules 
iercules  Plaza 
Wilmington,  DE  19894 
102-594-5000 

DEO:  Alexander  F  Giacco 
Diversified  chemicals 
Verospace  and  defense 

Home  Federal  Savings  &  Loan 

707  Broadway 

San  Diego,  CA  92101 

619-699-8000 

CEO:  Kim  Fletcher 
Thrift  institutions 

Hospital  Corp  of  America 
One  Park  Plaza 
Nashville,  TN  37203 
615-327-9551 

CEO:  Dr  Thomas  F  Frist  Jr 
Health  care-hospital  management 

lershey  Foods 

00  Mansion  Road  East 

lershey,  PA  17033-0810 

'17-534-4000 

ZEO:  Richard  A  Zimmerman 
:ood  processors-branded  foods 

Homestake  Mining 
650  California  Street 
San  Francisco,  CA  94108 
415-981-8150 

CEO:  Harry  M  Conger 
Metals-nonferrous  metals 
Other  oil  and  gas 

Household  International 
2700  Sanders  Road 
Prospect  Heights,  IL  60070 
312-564-5000 

CEO:  Donald  C  Clark 

Multicompanies/Gen  retailers-discount  and  vari- 

ety/Finl  services-lending,  leasing  and  insurance 

iewlett-Packaxd 
1000  Hanover  Street 
»alo  Alto,  CA  94304 
H 5-857-1501 

DEO:  John  A  Young 

Computers 

ileo  ronics-equipment 

Honeywell 
PO  Box  524 

Minneapolis,  MN  55440 
612-870-5200 

CEO:  Edson  W  Spencer 
Electronics-equipment/Computers/ 
Aerospace  and  defense 

Houston  Industries 
PO  Box  4505 
Houston,  TX  77210 

713-228-2474 

CEO:  Don  D  Jordan 
Electric  utilities-Southwest 

lilton  Hotels 

•880  Wilshire  Boulevard 

Jeverly  Hills,  CA  90210 

113-278-4321 

ZEO:  Barron  Hilton 

-eisure  and  recreation-hotels  and  gaming 

Horizon  Bancorp 
334  Madison  Avenue 
Morristown,  NJ  07960 
201-539-7700 

CEO:  William  J  Shepherd 
Banks-Northeast 

Houston  Natural  Gas 
POBox  1188 
Houston,  TX  77001 
713-654-6161 

CEO:  Kenneth  L  Lay 

Natural  gas  utilities-producers  and  pipelines 

BH  P.  Another  3  months  of  growth. 

The  Broken  Hill  Proprietary  Company  Limited  achieved  the  following  unaudited  consolidated 
Group  results  for  the  quarter  ended  28  February  1985. 


Sales 

Divisional  results* 
Petroleum  Division 
Utah  Division 
Minerals  Division 
Steel  Division 
Lysaght  Division 

Corporate  Items  and  Investments* 

'After  depreciation,  interest  expense  and  tax 

Group  Net  Profit 

Net  profit  attributable  to  BHP  shareholders 


An  increase  in  the  half-yearly  May  dividend  to  15  cents  Australian  per  A$l  share  on  capital 
increased  by  a  1  for  8  bonus  issue,  together  with  the  dividend  declared  in  November  1984, 
involves  a  pay-out  to  shareholders  of  approximately  A$262  million 
for  the  1984-85  financial  year,  up  77%  on  1983-84.  ^  A        Australia's 


For  further  information,  please  contact 
Mr  Denys  Harraway,  BHP,  San  Francisco. 
Telephone  (415)  774  2288.  Telex  (23)  6712202  Ull  UW 


<%»BHP 
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Hughes  Tool 

6500  Texas  Commerce  Tower 

Houston,  TX  77002 

713-222-0686 

CEO:  fames  R  Lesch 
Oilfield  drillers  and  services 

Ingersoll-Rand 

200  Chestnut  Ridge  Road 

Woodcliff  Lake,  NJ  07675 

201-573-0123 

CEO:  Thomas  A  Holmes 
Industrial  machinery 

International  Paper 
77  West  45th  Street 
New  York,  NY  10036 
212-536-6000 

CEO:  John  A  Georges 

Paper 

Packaging 

Humana 
PO  Box  1438 
Louisville,  KY  40201 
502-580-1000 

CEO:  David  A  Jones 

Health  care-hospital  management 

Inland  Steel 

30  West  Monroe  Street 

Chicago,  IL  60603 

312-346-0300 

CEO:  Frank  W  Luerssen 
Metals-steel 

InterNorth 
2223  Dodge  Street 
Omaha,  NE  68102 
402-633-4000 

CEO:  Sam  F  Segnar 

Natural  gas  utilities-integrated 

Huntington  Bancshares 
41  South  High  Street 
Columbus,  OH  43260 
614-476-8300 

CEO:  Frank  Wobst 
Banks-Midwest 

Intel 

3065  Bowers  Avenue 

Santa  Clara,  CA  95051 

408-987-8080 

CEO:  Gordon  E  Moore 
Electronics-semiconductors 

Iowa-Illinois  Gas  &  Electric 
206  East  Second  Street 
Davenport,  IA  52803 
319-326-7273 

CEO:  Barry  C  O'Brien 
Electric  utilities-Midwest 

EF  Hutton  Group 
One  Battery  Park  Plaza 
New  York,  NY  10004 
212-742-5000 

CEO:  Robert  Fomon 
Financial  services-trading 

Interco 

PO  Box  8777 

St  Louis,  MO  63102 

314-231-1100 

CEO:  Harvey  Saligman 

Diversified  companies-multicompanies 

Apparel-clcthing 

Ipalco  Enterprises 
PO  Box  1595-B 
Indianapolis,  IN  46206 
317-261-8261 

CEO:  Zane  G  Todd 

Electric  utilities-Midwest 

IC  Industries 

111  East  Wacker  Drive 

Chicago,  IL  60601 

312-565-3000 

CEO:  William  B  Johnson 
Diversified  cos-conglomerates/Food  processors- 
branded  foods/Surface  transportation-railroads 

InterFirst 

PO  Box  83000 

Dallas,  TX  75283-1000 

214-744-8000 

CEO:  Robert  H  Stewart  HI 
Banks-Southwest 

Irving  Bank 
One  Wall  Street 
New  York,  NY  10005 
212-487-2121 

CEO:  Joseph  A  Rice 
Banks-multinational  banks 

Idaho  Power 
1220  Idaho  Street 
Boise,  ID  83707 
208-383-2200 

CEO:  James  E  Bruce 
Electric  utilities-West 

Intergraph 

One  Madison  Industrial  Park 

Huntsville,  AL  35807-9985 

205-772-2000 

CEO:  James  W  Meadlock 
Computers 

ITT 

320  Park  Avenue 

New  York,  NY  10022 

212-752-6000 

CEO:  Rand  V  Araskog 

Diversified  cos-multicompanies/Telecommun. 

tions-manufacturers/Insurance-diversified 

Illinois  Power 
500  South  27th  Street 
Decatur,  IL  62525 
217-424-6600 

CEO:  Wendell  J  Kelley 
Electric  utilities-Midwest 

International  Business  Machines 
Old  Orchard  Road 
Armonk,  NY  10504 
914-765-1900 

CEO:  John  F  Akers 
Computers 

IU  International 

1105  North  Market  Street 

Wilmington,  DE  19801 

302-571-5000 

CEO:  John  Gilray  Christy 

Diversified  companies-multicompanies 

Surface  transportation-truckers 

Illinois  Tool  Works 
8501  West  Higgins  Road 
Chicago,  IL  60631-2887 
312-693-3040 

CEO:  John  D  Nichols 
Industrial  machinery 

International  Flavors  &  Fragrances 
521  West  57th  Street 
New  York,  NY  10019 
212-765-5500 

CEO:  Henry  G  Walter  Jr 
Specialized  chemicals 

James  River  Corp  of  Virginia 
PO  Box  2218 
Richmond,  VA  23217 
804-644-5411 

CEO:  Brenton  S  Halsey 
Paper 

Imperial  Corp  of  America 
401  West  A  Street 
San  Diego,  CA  92101 
619-292-3900 

CEO:  Matthew  J  Shevlin 
Thrift  institutions 

International  Harvester 
401  North  Michigan  Avenue 
Chicago,  IL  60611 
312-836-2000 

CEO:  Donald  D  Lennox 
Automobiles  and  trucks 

Jefferson-Pilot 
PO  Box  21008 
Greensboro,  NC  27420 
919-378-2011 

CEO:  W  Roger  Soles 
Insurance-life  and  health 

Indiana  National 
One  Indiana  Square 
Indianapolis,  IN  46266 
317-266-6000 

CEO:  Thomas  M  Miller 
Banks-Midwest 

International  Minerals  &  Chemical 
2315  Sanders  Road 
Northbrook,  IL  60062 
312-564-8600 

CEO:  George  D  Kennedy 
Specialized  chemicals 

Jim  Walter 
PO  Box  22601 
Tampa,  FL  33622 
813-871-4811 

CEO:  Joe  B  Cordell 

Building  materials-other  materials 
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No  one  understands  the  needs 
of  growing  industries  like  the  Dutch* 

Whether  supplying  two-thirds  of  the  world's  cut 
flowers,  or  nurturing  the  latest  biotechnology 
discovery  to  fruition,  the  Dutch  have  a  way  of 
making  things  grow. 

Highly  educated.  Adaptable.  Resourceful. 
Multilingual.  And  Right  in  the  Center  of  Europe's 
major  markets.  The  Dutch. 

Put  your  company  T3  iryUf- 

Right  in  the  Center.  L  c%  *^ 

The  Netherlands. 


Vinthe 
Center* 


The  Netherlands 


Netherlands  Industrial  Commission 

One  Rockefeller  Plaza,  New  York,  New  York  10020 

(212)  246-1434 
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Johnson  &  Johnson 

One  Johnson  &  Johnson  Plaza 

New  Brunswick,  NJ  08933 

201-524-0400 

CEO:  James  E  Burke 

Health  care-drugs 

Consumer  products-personal  products 

Kerr-McGee 

PO  Box  25861 

Oklahoma  City,  OK  73125 

405-270-1313 

CEO:  Frank  A  McPherson 
Petroleum-other  oil  and  gas 

Levi  Strauss 

1155  Battery  Street 

San  Francisco,  CA  94111 

415-544-6000 

CEO:  Robert  D  Haas 

Apparel-clothing 

Johnson  Controls 
PO  Box  591 
Milwaukee,  WI  53201 
414-228-1200 

CEO:  Fred  L  Brengel 
Electrical  equipment 
Automotive  suppliers-parts  makers 

Key  Banks 
60  State  Street 
Albany,  NY  12207 
518-447-3500 

CEO:  Victor  J  Riley  Jr 
Banks-Northeast 

Libbey-Owens-Ford 

PO  Box  799 

Toledo,  OH  43695-0749 

419-247-3731 

CEO:  Don  T  McKone 
Automotive  suppliers-parts  makers 

K  mart 

3100  West  Big  Beaver  Road 

Troy,  MI  48084 

313-643-1000 

CEO:  Bernard  M  Fauber 

General  retailers-discount  and  variety 

Kidde 

Park  80  West  Plaza  2 

Saddle  Brook,  NJ  07662 

201-368-9000 

CEO:  Fred  R  Sullivan 

Diversified  companies-conglomerates 

Eli  Lilly 

Lilly  Corporate  Center 

Indianapolis,  IN  46285 

317-261-2000 

CEO:  Richard  D  Wood 
Flealth  care-drugs 

Kaiser  Aluminum  &  Chemical 
300  Lakeside  Drive 
Oakland,  CA  94643 
415-271-3300 

CEO:  Cornell  C  Maier 
Metals-nonferrous  metals 

Kimberly-Clark 
North  Lake  Street 
Neenah,  WI  54956 
414-721-2000 

CEO:  Darwin  E  Smith 

Consumer  products-personal  products 

Paper 

Limited 

PO  Box  16528 

Columbus,  OH  43216 

614-475-4000 

CEO:  Leslie  H  Wexner 
Specialty  retailers-apparel 

Kansas  City  Power  &  Light 
1330  Baltimore  Avenue 
Kansas  City,  MO  64105 
816-556-2200 

CEO:  Arthur  J  Doyle 
Electric  utilities-Midwest 

Knight-Ridder  Newspapers 
One  Herald  Plaza 
Miami,  FL  33101 
305-376-3800 

CEO:  Alvah  H  Chapman  Jr 
Publishing 

Lincoln  National 

POBox  1110 

Fort  Wayne,  IN  46801 

219-427-2000 

CEO:  Ian  M  Rolland 
Insurance-life  and  health 

Kansas  Gas  &  Electric 
PO  Box  208 
Wichita,  KS  67201 
316-261-6611 

CEO:  Wilson  K  Cadman 
Electric  utilities-Midwest 

Koppers 

Koppers  Building 
Pittsburgh,  PA  15219 
412-227-2000 

CEO:  Charles  R  Pullin 

Diversified  cos-multicompanies/Specialized 

chemicals/Building  materials-other  materials 

Litton  Industries 

360  North  Crescent  Drive 

Beverly  Hills,  CA  90210 

213-859-5000 

CEO:  Fred  W  O'Green 

Diversified  compames-conglomerates/Aerosp 

and  defense/Industrial  machinery 

Kansas  Power  &  Light 
PO  Box  889 
Topeka,  KS  66601 
913-296-6300 

CEO:  William  E  Wall 
Electric  utilities-Midwest 

Kroger 

1014  Vine  Street 

Cincinnati,  OH  45201 

513-762-4000 

CEO:  Lyle  Everingham 
Supermarkets-major  chains 

Lockheed 

Box  551 

Burbank,  CA  91520-0610 

818-847-6121 

CEO:  Roy  A  Anderson 
Aerospace  and  defense 

Kellogg 

PO  Box  3423 

Battle  Creek,  MI  49016-3423 

616-966-2000 

CEO:  William  E  Lamothe 
Food  processors-branded  foods 

Landmark  Banking  Corp  of  Florida 

PO  Box  5367 

Fort  Lauderdale,  FL  33394 

305-765-2000 

CEO:  J  Joseph  Tuohy 
Banks-Southeast 

Loews 

666  Fifth  Avenue 

New  York,  NY  10103 

212-841-1000 

CEO:  Laurence  A  Tisch 

Insurance-diversified 

Tobacco 

Kemper 

Long  Grove,  IL  60049 

312-540-2527 

CEO:  Joseph  E  Luecke 
Insurance-diversified 

Lear  Siegler 

PO  Box  2158 

Santa  Monica,  CA  90406 

213-452-5444 

CEO:  Robert  T  Campion 

Diversified  companies-conglomerates/Aerospace 

and  defense/Automotive  suppliers-parts  makers 

Long  Island  Lighting 
175  Old  Country  Road 
Hicksville,  NY  11501 
516-733-4590 

CEO:  William  J  Catacosinos 
Electric  utilities-Northeast 

Kentucky  Utilities 
One  Quality  Street 
Lexington,  KY  40507 
606-255-1461 

CEO:  William  B  Bechanan 
Electric  utilities-Southeast 

Leaseway  Transportation 
3700  Park  East  Drive 
Cleveland,  OH  44122 
216-464-3300 

CEO:  Gerald  C  McDonough 
Surface  transportation-trucks 

Longs  Drug  Stores 

PO  Box  5222 

Walnut  Creek,  CA  94596 

415-937-1170 

CEO:  Robert  M  Long 
Specialty  retailers-drug  chains 
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Robert  C.  Hazard  and  Jerry  Pebtt.  The  management  team  that's  made  Quality  Inns  the  fastest  growing  lodging  chain  in  the  world. 


* 


o 


y 


igv 


munications 
products  help 
Quality  Inns  put 


ir  place. 


Quality  Inns  chose  Hayes 
computer  communications  prod- 
ucts. Without  reservation.  To 

keep  up  with  over  14  million  guests 
in  more  than  760  hotels,  inns  and 
resorts  worldwide,  you've  got  to 
move  fast.  That's  why  the  dynamic 
management  team  at  Quality  Inns 
depends  on  Hayes  communica- 
tions products  to  keep  track  of  all 
their  reservations,  sending  data 
computer  to  computer.  Over 
ordinary  phone  lines. 

Hayes  set  the  standards  for 
reliable  personal  computer 
communications.  When  success 
knocks  at  your  door,  Hayes  gets 
the  word  out  fast.  Smartmodem 
1200™  and  companion  Smartcomir 
communications  software  provide 
a  complete  telecomputing  system 


that  delivers  fast,  accurate  informa- 
tion. To  streamline  your  communi- 
cations. And  make  your  business 
more  productive. 

Hayes  can  open  up  a  world  of 
exciting  communication  possi- 
bilities. For  your  business.  For  you 
personally.  You  can  communicate 
computer  to  computer  within  your 
office  or  branch  office  to  branch 
office.  Tap  into  valuable 
data  from  a  mini  or  main- 
frame at  your  headquarters. 
And  you  can  access  elec- 
tronic libraries  for  instant 
information  on  almost  any 
business  subject.  (And 
everyone  who  buys  a  new 
Hayes  Smartmodem  *  or 
Smartcom  software 
receives  a 
bonus  value 


worth  several  hundred  dollars  in 
memberships  and  connect  time 
when  subscribing  to  several  lead- 
ing information  services). 

Let  Hayes  give  you  informa- 
tion to  keep  your  business  mov- 
ing fast.  Your  authorized  Hayes 
dealer  has  all  the  details  on  how 
Hayes  communications  products 
can  help  your  business.  See  him 
today.  And  get  a 
little  help  on  open- 
ing the  doors  of 
success.  A  little 
faster. 


Innovative^/products 
for  enterprising  people 


Smartcom  II  is  a  registered  trademark  and  Smartmodem  300 and  Smartmodem  1200 are  trademarks  of  Hayes  Microcomputer  Products.  Inc.  'Offer  does  not  include  Smartmodem  300* 
©1985  Hayes  Microcomputer  Products  Inc 


FORBES 

MAGAZINE 

OFFERS  YOU  A 

MILLIONAIRE'S 

PARADISE 

IOCATED  IN  THE  EXOTIC  Fiji 
t  Islands,  Laucala  is  a  4.7  square- 
mile  island  that  offers  a  few 
discerning  people  the  vacation 
opportunity  of  a  lifetime. 

From  Laucala's  well-equipped  deep 
sea  boats,  fish  for  the  big  ones — Black 
Pacific  Sailfish,  Black  Marlin,  Shark 
and  feisty  Barracuda! 

Or  just  come  and  relax.  With  its 
privacy  and  modern  facilities,  exclusive 
Laucala  combines  all  the  natural 
attributes  of  a  tropical  paradise  without 
the  intrusion  of  the  normal  tourist 
routine.  A  real  "Bali  Hai"  for  those  who 
want,  and  can  afford,  the  best  in  sport 
fishing  and  vacationing. 

There  is  a  basic  charge  of  $1650  per  ■ 
person.  This  charge  covers  up  to  7  nights 
and  8  days  with  all  meals.  Included  in 
this  package  are  the  round  trip  flight  to 
and  from  Nadi  International,  and  use 
of  a  fishing  boat  (captain,  crew,  bait  and 
all  normal  gear)  for  4  days. 

Other  amenities  available  are: 
waterskiing,  snorkeling,  scuba  and 
swimming  pool. 

Laucala's  clear  azure  seas  provide 
a  magnificent  environment  for  under- 
water exploration  and  photography. 
The  waters  surrounding  the  island 
abound  with  rare  tropical  fish  and 
flowered  coral  reefs.  World-famous  60- 
mile-long  Heemskerck  Reef  is  a  great 
attraction  for  divers. 

For  information,  please  write: 
Noel  Douglas,  Forbes  Magazine 
60  Fifth  Ave.,  New  York,  NY  1001 1 
or  call  212/620-2461. 
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Where  to  find  The  Forbes  500s 

Louisiana  Land  &  Exploration 

PO  Box  60350 

New  Orleans,  LA  70160 

504-566-6500 

CEO:  E  L  Williamson 
Petroleum-other  oil  and  gas 

Manufacturers  Hanover 
270  Park  Avenue 
New  York,  NY  10017 
212-286-6000 

CEO:  John  F  McGillicuddy 
Banks-multinational  banks 

Louisiana-Pacific 

111  Southwest  Fifth  Avenue 

Portland,  OR  97204 

503-221-0800 

CEO:  Harry  A  Merlo 
Building  materials-lumber 

Manufacturers  National 
Renaissance  Center 
Detroit,  MI  48243 
313-222-4000 

CEO:  Dean  E  Richardson 
Banks-Midwest 

Louisville  Gas  &  Electric 
PO  Box  32010 
Louisville,  KY  40232 
502-566-4011 

CEO:  Robert  L  Royer 
Electric  utilities-Southeast 

Manville 
PO  Box  5108 
Denver,  CO  80217 
303-978-2000 

CEO:  John  A  McKinney 
Building  materials-other  materials 

Lowe's  Companies 

Box  1111 

North  Wilkesboro,  NC  28656 

919-651-4000 

CEO:  Leonard  G  Herring 
Specialty  retailers-miscellaneous 

Mapco 

PO  Box  645 

Tulsa,  OK  74101-0645 

918-584-4471 

CEO:  James  E  Barnes 
Petroleum-other  oil  and  gas 

LTV 

PO  Box  225003 

Dallas,  TX  75265-5003 

214-979-7711 

CEO:  Raymond  A  Hay 
Metals-steel 
Aerospace  and  defense 

Marine 
PO  Box  481 
Milwaukee,  WI  53201 
414-765-3000 

CEO:  George  R  Slater 
Banks-Midwest 

Lubrizol 

29400  Lakeland  Boulevard 

Wickliffe,  OH  44092 

216-943-4200 

CEO:  Lester  E  Coleman 
Specialized  chemicals 

Marine  Midland  Banks 

140  Broadway 

New  York,  NY  10015 

212-440-1000 

CEO:  John  R  Petty 
Banks-Northeast 

Lucky  Stores 
PO  Box  BB 
Dublin,  CA  94568 
415-833-6000 

CEO:  S  Donley  Ritchey 
Supermarkets-major  chains 
General  retailers-department  stores 

Marion  Laboratories 
PO  Box  8480 
Kansas  City,  MO  64114 
816-966-5000 

CEO:  Fred  W  Lyons  Jr 

Health  care-drugs                                                  j 

M/A-Com 

7  New  England  Executive  Park 

Burlington,  MA  01803 

617-272-9600 

CEO:  Richard  T  Di  Bona 

Telecommunications-manufacturers 

Electronics-equipment 

Marriott 

One  Marriott  Drive 

Washington,  DC  20058 

301-897-9000 

CEO:  J  Willard  Marriott  Jr 

Leisure  and  recreation-hotels  and  gaming 

Services-food  distributors 

Mack  Trucks 

PO  Box  M 

Allentown,  PA  18105-5000 

215-439-3011 

CEO:  John  J  Curcio 
Automobiles  and  trucks 

Marsh  &  McLennan  Cos 
1221  Avenue  of  the  Americas 
New  York,  NY  10020 
212-997-2000 

CEO:  John  M  Regan  Jr 
Insurance-brokers 

RH  Macy 

PO  Box  959  GPO 

New  York,  NY  10116 

212-560-3600 

CEO:  Edward  S  Finkelstein 
General  retailers-department  stores 

Marshall  &.  Ilsley 
770  North  Water  Street 
Milwaukee,  WI  53202 
414-765-7801 

CEO:  William  N  Godfrey 
Banks-Midwest 
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iartin  Marietta 
!01  Rockledge  Drive 
ethesda,  MD  20817 
)l-897-6000 

EO:  Thomas  G  Pownall 

iversified  companies-multicompanies 

erospace  and  defense 


iaryland  National 
)  Light  Street 
iltimore,  MD  21202 
H-244-5000 

EO:  Alan  P  Hoblitzell  Jr 
inks-Northeast 


,asco 

1001  Van  Born  Road 

ay  lor,  MI  48180 

13-274-7400 

EO:  Richard  A  Manoogian 
ailding  materials-other  materials 


tay  Department  Stores 
11  Olive  Street 
:  Louis,  MO  63101 
14-342-6300 

EO:  David  C  Farrell 

eneral  retailers-department  stores 


iaytag 

13  West  4th  Street  North 

ewton,  IA  50208 

15-792-7000 

EO:  Daniel  J  Krumm 
onsumer  products-appliances 


iCA 

)0  Universal  City  Plaza 

ni versa  1  City,  CA  91608 

18-985-4321 

EO:  Lew  R  Wasserman 

:isure  and  recreation-entertainment 


IcDonald's 

ne  McDonald's  Plaza 

ak  Brook,  IL  60521 

12-887-3500 

EO:  Fred  L  Turner 
:rvices-£ast  food  chains 


IcDonnell  Douglas 
D  Box  516 
Louis,  MO  63166 
14-232-0232 

EO:  Sanford  N  McDonnell 
erospace  and  defense 


cGra  w-Edi  son 

01  Golf  Road 
biting  Meadows,  IL  60008 
I  2-981-3800 

jEO:  Edward  J  Williams 
lectrical  equipment 
idustnal  machinery 


cGraw-Hill 

21  Avenue  of  the  Americas 

:w  York,  NY  10020 

2-512-6160 

iO:  Joseph  L  Dionne 
iblishing 


By  1990, 75%  of  the  nation's  41,500  mile  interstate  highway  system 
will  have  exceeded  its  20  year  safe  life. 

The  cost  of  rerouting  shipments  and  the  additional  wear  and  tear 
on  private  and  commercial  vehicles  will  be  measured  in  hundreds 
of  millions  of  dollars.  The  problems  of  our  infrastructure  are  gaining 
national  attention.  One  company  has  already  gained  international 
recognition  for  providing  solutions.  URS. 


For  a  copy  of  the  36  page  booklet,  "Infrastructure,  Crisis,  or  Opportunity!'  send  $2.00  for  postage 
and  handling  to:  URS  Corporation,  155  Bovet  Road,  San  Mateo,  CA  94402  (415)  574-5000. 


All  microcassette  machines  record.  Toshiba's  Microcassette  Recorder  also 
knows  when  not  to.  It  has  a  special  Voice  Level  Sensor  System  that  automat- 
ically starts  and  stops  tape  travel.  The  tape  won't  run  when  you  have  nothing 
to  say.  And  is  less  likely  to  run  out  when  you  do.  In  fact,  it  can  give  you  up  to 
two  full  hours  of  recording  time.  in-rouchwithTomorrow 

So  take  a  Toshiba  Microcassette  Recorder  wherever  TOSHIBA 
you  go.  It's  the  perfect  way  to  collect  your  thoughts.     ***,, 
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MCI  Communications 
1133  19th  Street  NW 
Washington,  DC  20036 
202-872-1600 

CEO:  William  G  McGowan 
Telecommunications-carriers 

Merchants  National 
One  Merchants  Plaza 
Indianapolis,  IN  46255 
317-267-6100 

CEO:  Otto  N  Frenzel  III 
Banks-Midwest 

Minnesota  Mining  &  Manufacturing 

3m  Center 

St  Paul,  MN  51444 

612-733-1110 

CEO:  Lewis  W  Lehr 

Diversified  companies-multicompanies 

McKesson 

One  Post  Street 

San  Francisco,  CA  94104 

415-983-8300 

CEO:  Neil  E  Harlan 
Health  care-drugs 
Beverages-alcoholic  beverages 

Merck 

PO  Box  2000 

Rahway,  NJ  07065 

201-574-4000 

CEO:  John  J  Horan 
Health  care-drugs 

Mitchell  Energy  &  Development 

2001  Timberloch 

The  Woodlands,  TX  77387-4000 

713-363-5500 

CEO:  George  P  Mitchell 

Natural  gas  utilities-producers  and  pipelines 

Petroleum-other  oil  and  gas 

McLean  Industries 
660  Madison  Avenue 
New  York,  NY  10021 
212-593-3325 

CEO:  Malcolm  P  McLean 
Surface  transportation-other 

Meridian  Bancorp 
POBox  1102 
Reading,  PA  19603 
215-320-2000 

CEO:  Samuel  A  McCullough 
Banks-Northeast 

Mobil 

150  East  42nd  Street 

New  York,  NY  10017-5666 

212-883-4242 

CEO:  Rawleigh  Warner  Jr 
Petroleum-international  oils 

MCorp  (formerly  Mercantile  Texas) 
1802  Commerce  Street 
Dallas,  TX  75265 
214-698-5000 

CEO:  Gene  H  Bishop 
Banks-Southwest 

Merrill  Lynch 
165  Broadway 
New  York,  NY  10080 
212-637-7455 

CEO:  William  A  Schreyer 
Financial  services-trading 

Monfort  of  Colorado 
PO  Box  G 
Greeley,  CO  80631 
303-353-2311 

CEO:  Kenneth  W  Monfort 
Food  processors-meatpacking 

Mead 

Courthouse  Plaza  Northeast 

Dayton,  OH  45463 

513-222-6323 

CEO:  Burnell  R  Roberts 

Paper 

Packaging 

Mesa  Petroleum 
PO  Box  2009 
Amarillo,  TX  79189 
806-378-1000 

CEO:  T  Boone  Pickens  Jr 
Petroleum-other  oil  and  gas 

Monsanto 

800  North  Lindbergh  Boulevard 

St  Louis,  MO  63167 

314-694-1000 

CEO:  Richard  J  Mahoney 
Diversified  chemicals 

Mellon  Bank 
Mellon  Square 
Pittsburgh,  PA  19102 
412-232-4100 

CEO:  J  David  Barnes 
Banks-Northeast 

Michigan  National 

PO  Box  589 

Bloomfield  Hills,  MI  48303 

313-642-9001 

CEO:  Robert  J  Mylod 
Banks-Midwest 

Moore  Financial  Group 
101  South  Capitol  Boulevard 
Boise,  ID  83733 
208-383-7000 

CEO:  Fred  C  Humphreys 
Banks-West 

Melville 

3000  Westchester  Avenue 

Harrison,  NY  10528 

914-253-8000 

CEO:  Francis  C  Rooney  Jr 
Specialty  retailers-apparel 
Specialty  retailers-shoes                                   . 

MidCon 
PO  Box  1207 
Lombard,  IL  60148 
312-691-2500 

CEO:  Orval  C  Davis 

Natural  gas  utilities-producers  and  pipelines 

JP  Morgan 

23  Wall  Street 

New  York,  NY  10015 

212-483-2323 

CEO:  Lewis  T  Preston 
Banks-multinational  banks 

Mercantile  Bancorporation 

PO  Box  524 

St  Louis,  MO  63166 

314-425-2270 

CEO:  Donald  E  Lasater 
Banks-Midwest 

Middle  South  Utilities 

PO  Box  61005 

New  Orleans,  LA  70161 

504-529-5262 

CEO:  Floyd  W  Lewis 
Electric  utilities-Southeast 

.Morrison -Knudsen 
PO  Box  7808 
Boise,  ID  83729 
208-386-5000 

CEO:  William  H  McMurren 
Builders-commercial 

Mercantile  Bankshares 
PO  Box  1477 
Baltimore,  MD  21203 
301-237-5900 

CEO:  H  Furlong  Baldwin 
Banks-Northeast 

Midlantic  Banks 
PO  Box  600 
Edison,  NJ  08818 
201-321-8000 

CEO:  Robert  Van  Buren 
Banks-Northeast 

Morton  Thiokol 

110  North  Wacker  Drive 

Chicago,  IL  60606 

312-621-5328 

CEO:  Charles  S  Locke 
Specialized  chemicals 
Aerospace  and  defense 

Mercantile  Stores 
128  West  31st  Street 
New  York,  NY  10001 
212-560-0500 

CEO:  Leon  F  Winbigler 

General  retailers-department  stores 

Midwest  Financial  Group 
301  Southwest  Adams  Street 
Peoria,  IL  61631 
309-655-5000 

CEO:  David  E  Connor 
Banks-Midwest 

Motorola 

1303  East  Algonoquin  Road 

Schaumburg,  IL  60196 

312-397-5000 

CEO:  Robert  W  Galvin 

Electronics-semiconductors 

Telecommunications-manufacturers 
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DON  BANKARD,  PROCESSING  SECTION  SUPERVISOR,  PG&E 


"ZIP+4  codes 
will  save 

Pacific  Gas  & 


Electric  Company 
$200,000  this  year." 


r 


MAIL  THIS  COUPON  TO  SEE  HOW  YOUR  COMPANY  CAN  SAVE,  TOO. 


1 


PG&E  was  one  of  the  first  companies 
to  convert  to  ZIP+4  codes— the  Postal 
Service's  9-digit  system  for  First-Class 
Mail?  Now  its  once-a-month  mailing  to  4 
million  customers  is  made  at  considera- 
ble savings.  "About  $18,000  a  month," 
Mr.  Bankard  explained,  "is  purely  ZIP+4 
savings.  That's  on  top  of  our  Presort 
savings." 

As  for  the  conversion,  "we  contracted 
it  out.  And  got  it  done  for  less  than  ex- 
pected. All  the  conversion  costs  will  be 
paid  back  in  only  3  months." 

Find  out  how  the  ZIP+4  program  can 
work  for  you.  Complete  this  coupon.  For 
immediate  assistance  or  the  number  of  a 
local  postal  customer  service  repre- 
sentative, call  1  800  842-9000,  ext.  349. 


Please  check  your  line  of  business: 
D  Insurance,  □  Banking,  □  Manufacturing, 

□  Securities,  D  Utilities,  D  Education, 

□  Retail,  □  Government,  □  Publishing, 

□  Service  Company,  □  Other.  And  check 
your  yearly  First-Class  Mail  volume: 

□  Up  to  10,000,  □  10,001-50,000,  □  50,001- 
100,000,  D  100,001-1,000,000,  □  1,000,000+ 

U.S.  Postal  Service,  Regular  Mail  Services 

P  O  Box  2999 

Washington,  D.C.  20013-2999 

Name 


Title_ 


_Company_ 


ADDRESSING  TOMORROW  TODAY. 
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Where  to  find  The  Forbes  500s 

Murphy  Oil 
200  Peach  Street 
El  Dorado,  AR  71730 
501-862-6411 

CEO:  Robert  J  Sweeney 
Petroleum-other  oil  and  gas 

National  Semiconductor 
2900  Semiconductor  Drive 
Santa  Clara,  CA  95051 
408-721-5000 

CEO:  Charles  E  Sporck 
Electronics-semiconductors 

Nicor 

1700  West  Ferry  Road 

Naperville,  IL  60566 

312-242-4470 

CEO:  Clarence  J  Gauthier 
Natural  gas  utilities-distributors 

Nabisco  Brands 
Nabisco  Brands  Plaza 
Parsippany,  NJ  07054 
201-898-7100 

CEO:  F  Ross  Johnson 

Food  processors-branded  foods 

National  Service  Industries 
1180  Peachtree  Street  NE 
Atlanta,  GA  30309 
404-892-2400 

CEO:  Erwin  Zaban 
Services-industrial  services 
Electrical  equipment 

NL  Industries 

1230  Avenue  of  the  Americas 

New  York,  NY  10020 

212-621-9400 

CEO:  Theodore  C  Rogers 
Oilfield  drillers  and  services 
Specialized  chemicals 

Nalco  Chemical 
2901  Butterfield  Road 
Oak  Brook,  IL  60521 
312-887-7500 

CEO:  Worley  H  Clark  fr 
Specialized  chemicals 

NBD  Bancorp 

611  Woodward  Avenue 

Detroit,  MI  48226 

313-225-1000 

CEO:  Charles  T  Fisher  ffl 
Banks-Midwest 

Norfolk  Southern 
PO  Box  3609 
Norfolk,  VA  23514-3609 
804-629-2600 

CEO:  Robert  B  Claytor 
Surface  transportation-railroads 

National  Bancshares  Corp  of  Texas 

PO  Drawer  121 

San  Antonio,  TX  78'91 

512-225-2511 

CEO:  Richard  W  Calvert 
Banks-Southwest 

NCNB 

One  NCNB  Plaza 

Charlotte,  NC  28255 

704-374-5000 

CEO:  Hugh  L  McColl  Jr 
Banks-Southeast 

Norstar  Bancorp 
1450  Western  Avenue 
Albany,  NY  12203 
518-447-4043 

CEO:  Peter  D  Kieman 
Banks-Northeast 

National  Can 
8101  Higgins  Road 
Chicago,  IL  60631 
312-399-3000 

CEO:  Frank  W  Considine 
Packaging 

NCR 

1700  South  Patterson  Blvd 

Dayton,  OH  45479 

513-445-5000 

CEO:  Charles  E  Exley  Jr 
Computers 

North  American  Philips 
100  East  42nd  Street 
New  York,  NY  10017 
212-697-3600 

CEO:  Cees  Bruynes 
Electronics-equipment 

National  City 
1900  East  Ninth  Street 
Cleveland,  OH  44114 
216-575-2000 

CEO:  Julien  L  McCaU 
Banks-Midwest 

New  England  Electric  System 
25  Research  Drive 
Westborough,  MA  01582 
617-366-9011 

CEO:  Samuel  Huntington 
Electric  utilities-Northeast 

Northeast  Savings 
147  Charter  Oak  Avenue 
Hartford,  CT  06106 
203-727-1600 

CEO:  Kent  Dixon 
Thrift  institutions 

National  Distillers  &  Chemical 
99  Park  Avenue 
New  York,  NY  10016 
212-949-5000 

CEO:  Drummond  C  Bell 

Diversified  companies-multicompanies/Petro- 

leum-other  oil  and  gas/Diversified  chemicals 

New  York  State  Electric  &  Gas 
4500  Vestal  Parkway  East 
Binghamton,  NY  13903 
607-729-2551 

CEO:  Wells  P  Allen  Jr 
Electric  utilities-Northeast 

Northeast  Utilities 

PO  Box  270 

Hartford,  CT  06141-0270 

203-665-5000 

CEO:  William  B  Ellis 
Electric  utilities-Northeast 

National  Gypsum 
4100  Interfirst  Two 
Dallas,  TX  75270 
214-653-8511 

CEO:  John  P  Hayes 

Building  materials-cement  and  gypsum 

Building  materials-other  materials 

New  York  Times 
229  West  43rd  Street 
New  York,  NY  10036 
212-556-1234 

CEO:  Arthur  Ochs  Sulzberger 
Publishing 

Northern  Indiana  Public  Service 
5265  Hohman  Avenue 
Hammond,  IN  46320 
219-853-5200 

CEO:  Edmund  A  Schroer 
Natural  gas  utilities-distributors 
Electric  utihties-Midwest 

National  Intergroup 
20  Stanwix  Street 
Pittsburgh,  PA  15222 
412-394-4100 

CEO:  Howard  M  Love 
Metals-steel 

Newmont  Mining 
200  Park  Avenue 
New  York,  NY  10166 
212-953-6900 

CEO:  Plato  Malozemoff 
Metals-nonferrous  metals 

Northern  States  Power 
414  Nicollet  Mall 
Minneapolis,  MN  55401 
612-330-5500 

CEO:  Donald  W  McCarthy 
Electric  utilities-Midwest 

National  Medical  Entrprises 
11620  Wilshire  Boulevard 
Los  Angeles,  CA  90025 
213-479-5526 

CEO:  Richard  K  Earner 

Health  care-hospital  management 

Niagara  Mohawk  Power 
300  Erie  Boulevard  West 
Syracuse,  NY  13202 
315-474-1511 

CEO:  John  G  Haehl  Jr 
'ec  trie  utilities-Northeast 

Northern  Trust 

50  South  LaSalle  Street 

Chicago,  IL  60675 

312-630-6000 

CEO:  Weston  R  Christopherson 
Banks-Midwest 

Id* 


Pan  Ams 
Million  Dollar 

Baby. 

Pan  Ams  Putting  A  Million  Dollars  Into  Every  747  We  Fly 
To  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


The  money's  going  for  spacious  six-across 
seating,  with  wide  new  seats  and  more 
legroom  than  many  airlines  offer  in  First  Class. 

For  huge  new  overhead  bins  five  times 
larger  than  before,  with  room  for  190  pounds 
of  luggage  or  several  garment  bags  laid  out  flat. 

For  a  new  state-or-the-art  video  system 
that  provides  bigger,  brighter,  clearer  movies. 
For  comfortable  new  electronic  stereo  headsets 
specially  designed  for  high  altitude  hi-fidelity. 

For  a  gracious  new  international  meal 
service  created  by  12  famous  chefs,  and  much, 
much  more. 

It's  Pan  Am's  new  Clipper®  Class.  And  a 
million  dollars  says  it's  the  business  class  to  beat. 

^  Pan  Ams  New  Clipper  Class, 

You  Cant  Beat  The  Experience? 


Where  to  find  The  Forbes  500s 

Northrop 

1840  Century  Park  East 

Los  Angeles,  CA  90067 

213-553-6262 

CEO:  Thomas  V  Jones 
Aerospace  and  defense 

Ogden 

277  Park  Avenue 

New  York,  NY  10172 

212-754-4000 

CEO:  Ralph  E  Ablon 

Diversified  companies-conglomerates 

Pacific  Lighting 

810  South  Flower  Street 

Los  Angeles,  CA  90017 

213-689-3481 

CEO:  Paul  A  Miller 

Natural  gas  utilities-integrated 

Northwest  Industries 
6300  Sears  Tower 
Chicago,  IL  60606 
312-876-7000 

CEO:  Ben  W  Heineman 

Diversified  companies-conglomerates 

Ohio  Edison 

76  South  Main  Street 

Akron,  OH  44308 

216-384-5100 

CEO:  Justin  T  Rogers  Jr 
Electric  utilities-Midwest 

Pacific  Resources 
PO  Box  3379 
Honolulu,  HI  96842 
808-547-3111 

CEO:  Joseph  A  Pelletier 
Petroleum-other  oil  and  gas 

Northwestern  Financial 
PO  Box  21527 
Greensboro,  NC  27420 
919-271-5600 

CEO:  Ben  T  Craig 
Banks-Southeast 

Oklahoma  Gas  &  Electric 

PO  Box  321 

Oklahoma  City,  OK  73101 

405-272-3000 

CEO:  James  G  Harlow  Jr 
Electric  utilities-Southwest 

Pacific  Telesis  Group 
140  New  Montgomery  Street 
San  Francisco,  CA  94105 
415-882-8000 

CEO:  Donald  E  Guinn 
Telecommunications-carriers 

Northwestern  National  Life  Insurance 
20  Washington  Avenue  South 
Minneapolis,  MN  55440 
612-372-5432 

CEO:  John  E  Pearson 
Insurance-life  and  health 

Old  Kent  Financial 
One  Vandenberg  Center 
Grand  Rapids,  MI  49503 
616-774-5000 

CEO:  John  C  Canepa 
Banks-Midwest 

PacifiCorp  (formerly  Pacific  Power  &  Light) 
920  Southwest  Sixth  Avenue 
Portland,  OR  97204 
503-243-1122 

CEO:  Don  C  Frisbee 
Electric  utilities-West 

Norton 

One  New  Bond  Street 

Worcester,  MA  01606 

617-853-1000 

CEO:  Donald  R  Melville 
Industrial  machinery 

Old  Stone 

150  South  Main  Street 

Providence,  RI  02903 

401-278-2000 

CEO:  Theodore  W  Barnes 
Banks-Northeast 

Paine  Webber  Group 

1285  Avenue  of  the  Americas 

New  York,  NY  10019 

212-713-2000 

CEO:  Donald  B  Marron 
Financial  services-trading 

Norwest 

1200  Peavey  Building 

Minneapolis,  MN  55479 

612-372-8268 

CEO:  Lloyd  P  Johnson 
Banks -Midwest 

Olin 

120  Long  Ridge  Road 

Stamford,  CT  06904 

203-356-2000 

CEO:  John  M  Henske 

Diversified  companies-multicompanies 

Diversified  chemicals 

Pan  Am  Corp 
200  Park  Avenue 
New  York,  NY  10166 
212-880-1234 

CEO:  C  Edward  Acker 
Air  transport-passenger 

NVF 

6917  Collins  Avenue 

Miami  Beach,  FL  33141 

305-866-7771 

CEO:  Victor  Posner 
Metals-steel 

Owens-Corning  Fiberglas 
Fiberglas  Tower 
Toledo,  OH  43659 
419-248-8000 

CEO:  William  W  Boeschenstein 
Building  matenals-other  materials 

Panhandle  Eastern 

PO  Box  1642 

Houston,  TX  77251-1642 

713-664-3401 

CEO:  Robert  D  Hunsucker 

Natural  gas  utilities-producers  and  pipelines 

NWA  (formerly  Northwest  Airlines) 
International  Airport 
St  Paul,  MN  55111 
612-726-2111 

CEO:  Steven  G  Rothmeier 
Air  transport-passenger 

Owens-Illinois 
One  SeaGate 
Toledo,  OH  43666 
419-247-5000 

CEO:  Robert  J  Lanigan 
Packaging 

Parker-Hannifin                                                   i 
17325  Euclid  Avenue 
Cleveland,  OH  44112-1290 
216-531-3000 

CEO:  Paul  G  Schloemer 
Industrial  machinery 

I 

Nynex 

335  Madison  Avenue 

New  York,  NY  10017 

212-370-7400 

CEO:  Delbert  C  Staley 
Telecommunications-carriers 

Paccar 

PO  Box  1518 

Bellevue,  WA  98009 

206-455-7400 

CEO:  Charles  M  Pigott 
Automobiles  and  trucks 

Penn  Central 

500  West  Putnam  Avenue 

Greenwich,  CT  06836 

203-629-5000 

CEO:  Alfred  W  Martinelli 

Diversified  companies-conglomerates/Petrol 

other  oil  and  gas/Aerospace  and  defense 

Occidental  Petroleum 
10389  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
213-879-1700 

CEO:  Armand  Hammer 
Petroleum-international  oils 
Food  processors-meatpacking 

Pacific  Gas  &  Electric 

77  Beale  Street 

San  Francisco,  CA  94106 

415-781-4211 

CEO:  Frederick  W  Mielke  Jr 
Electric  utilities-West 

JC  Penney 

1301  Avenue  of  the  Americas 

New  York,  NY  10019 

212-957-4321 

CEO:  William  R  Howell 

General  retailers-department  stores 

ii 
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Counterpoint 


Counterpoint  is  the  art  of  playing  more  than  one 
melody  at  one  time  —  independent  but  related 
themes. 

Which  sums  up  rather  neatly  our  business  strategy 
at  IU.  We  believe  in  diversifying  into  businesses 
that  harmonize  on  two  important  criteria:  (1)  the 
field  must  offer  growth  potential,  (2)  the  opportu- 
nity for  leadership  must  be  clear-cut. 

Following  that  strategy  has  made  IU 

□  the  nation's  largest  motor  carrier  organization; 

□  a  leader  in  environmental  services  for  steel  mills 
worldwide  and  for  utilities  in  the  U.S.; 

□  a  major  distributor  of  paper  and  food  products 
in  the  Southeast; 

□  one  of  the  largest  landowners  in  Hawaii,  a  rank- 
ing sugar  producer,  and  the  world's  largest 
producer  of  macadamia  nuts. 

Importantly,  it  has  created  a  $2.5  billion  diversified 
services  company  —  and  beautiful  music  for  our 
investors. 


m 

IU  INTERNATIONAL 

Transportation. 

Distribution. 

Environmental  Services. 

Agribusiness. 


for  further  information,  write  to  IU  Public  Affairs, 

icnn»i.i...ic„ ni.:i„^„i-u:„    da    i  n  i  a-) 


Where  to  find  The  Forbes  500s 

Pennsylvania  Power  &  Light 
Two  North  Ninth  Street 
Allentown,  PA  18101 
215-770-5151 

CEO:  Robert  K  Campbell 
Electric  utilities-Northeast 

Philip  Morris 
120  Park  Avenue 
New  York,  NY  10017 
212-880-5000 

CEO:  Hamish  Maxwell 
Tobacco 

Portland  General  Electric 
121  Southwest  Salmon  Street 
Portland,  OR  97204 
503-226-8333 

CEO:  Robert  H  Short 
Electric  utilities-West 

Pennzoil 

PO  Box  2967 

Houston,  TX  77252-8200 

713-546-4000 

CEO:  I  Hugh  Liedtke 
Petroleum-other  oil  and  gas 

Phillips  Petroleum 
Phillips  Building 
Bartlesville,  OK  74004 
918-661-6600 

CEO:  William  C  Douce 
Petroleum-international  oils 

Potomac  Elec  Power 

1900  Pennsylvania  Avenue  NW 

Washington,  DC  20068 

202-872-2000 

CEO:  W  Reid  Thompson 
Electric  utilities-Southeast 

Peoples  Bancorp 
PO  Box  720 
Seattle,  WA  98111 
206-344-2300 

CEO:  Joshua  Green  III 
Banks-West 

Piedmont  Aviation 
Smith  Reynolds  Airport 
Winston-Salem,  NC  27102 
919-767-5100 

CEO:  William  R  Howard 
Air  transport-passenger 

PPG  Industries 
One  PPG  Place 
Pittsburgh,  PA  15272 
412-434-3131 

CEO:  Vincent  A  Sarm 
Automotive  suppliers-parts  makers 
Building  materials-other  materials 

Peoples  Energy 

122  South  Michigan  Avenue 

Chicago,  IL  60603 

312-431-4000 

CEO:  Eugene  A  Tracy 

Natural  gas  utilities-distributors 

Pillsbury 
Pillsbury  Center 
Minneapolis,  MN  55402 
612-330-4966 

CEO:  William  H  Spoor 

Food  processors-branded  foods 

Services-fast  food  chains 

Price  Co 

PO  Box  85466 

San  Diego,  CA  92138 

619-581-4600 

CEO:  Robert  E  Price 

Specialty  retailers- miscellaneous 

PepsiCo 

700  Anderson  Hill  Road 

Purchase,  NY  10577 

914-253-2000 

CEO:  Donald  M  Kendall 

Beverages-soft  drinks 

Food  processors-branded  foods 

Pioneer 
PO  Box  511 
Amarillo,  TX  79163 
806-373-6054 

CEO:  C  David  Culver 

Natural  gas  utilities-producers  and  pipelines 

Primark 

8251  Greensboro  Drive 

Mclean,  VA  22102 

703-790-7600 

CEO:  Robert  W  Stewart 
Natural  gas  utilities-distributors 

Perkin-Elmer 
Main  Avenue 
Norwalk,  CT  06856 
203-762-1000 

CEO:  Horace  G  McDonell  Jr 
Electronics-equipment 
Aerospace  and  defense 

Pioneer  Hi-Bred  International 
400  Locust  Street 
Des  Moines,  LA  50309 
515-245-3500 

CEO:  Thomas  N  Urban 
Food  processors-commodities 

Prime  Computer 
Prime  Park 
Natick,  MA  01760 
617-655-8000 

CEO:  Joe  M  Henson 
Computers 

Petrie  Stores 

70  Enterprise  Avenue 

Seacaucus,  NJ  07094 

201-866-3600 

CEO:  Milton  J  Petrie 
Specialty  retailers-apparel 

Pitney  Bowes 

Walter  H  Wheeler  Jr  Drive 

Stamford,  CT  06926-0700 

203-356-5000 

CEO:  George  B  Harvey 
Office  equipment 

Procter  &  Gamble 
301  East  Sixth  Street 
Cincinnati,  OH  45202 
513-562-1100 

CEO:  John  G  Smale 

Consumer  products-personal  products 

Consumer  products-household  products 

Pfizer 

235  East  42nd  Street 

New  York,  NY  10017 

212-573-2323 

CEO:  Edmund  T  Pratt  Jr 
Health  care-drugs 

Pittston 
PO  Box  8900 
Greenwich,  CT  06836 
203-622-0900 

CEO:  Paul  W  Douglas 

Coal 

Air  transport-freight 

Provident  Life  &  Accident 
Fountain  Square 
Chattanooga,  TN  37402 
615-755-1011 

CEO:  H  Carey  Hanlin 
Insurance-life  and  health 

Phibro-Salomon 

1221  Avenue  of  the  Americas 

New  York,  NY  10020 

212-764-3700 

CEO:  John  H  Gutfreund 
Financial  services-trading 
Petroleum-other  oil  and  gas 

PNC  Financial 

Fifth  Avenue  &  Wood  Street 

Pittsburgh,  PA  15222 

412-355-2666 

CEO:  Thomas  H  O'Brien 
Banks-Northeast 

PSFS 

12  South  12th  Street 

Philadelphia,  PA  19107 

215-636-6000 

CEO:  M  Todd  Cooke 
Thrift  institutions 

Philadelphia  Electric 
PO  Box  8699 
Philadelphia,  PA  19101 
215-841-4000 

CEO:  James  L  Everett 
Electric  utilities-Northeast 

Polaroid 

549  Technology  Square 

Cambridge,  MA  02139 

617-577-2000 

CEO:  William  J  McCune  Jr 
Leisure  and  recreation-photography 

Public  Service  Co  of  Colorado 
PO  Box  840 
Denver,  CO  80201 
303-571-7511 

CEO:  Richard  F  Walker 
Electric  utilities-West 
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91984  The  Coca-Cola  Company 

Coca-Cola,' 

"Coke''  and 

'Coke  is  il 

"  are  registered  trade-marks  ot 

The  Coca-Cola  Company. 

Where  to  find  The  Forbes  500s 


Public  Service  Co  of  Indiana 
1000  East  Main  Street 
Plainfield,  IN  46168 
317-839-9611 

CEO:  Hugh  A  Barker 
Electric  ucilities-Midwest 

RCA 

30  Rockefeller  Plaza 

New  York,  NY  10020 

212-621-6000 

CEO:  Robert  R  Frederick 

Diversified  companies-multicompanies/ 

Broadcasting/Electronics-equipment 

RIHT  Financial 

One  Hospital  Trust  Plaza 

Providence,  RI  02903 

401-278-8000 

CEO:  Henry  S  Woodbridge  Jr 
Banks-Northeast 

Public  Service  Co  of  New  Hampshire 
1000  Elm  Street 
Manchester,  NH  03105 
603-669-4000 

CEO:  Robert  f  Harrison 
Electric  utilities-Northeast 

Republic  Airlines 
7500  Airline  Drive 
Minneapolis,  MN  55450 
612-726-7100 

CEO:  Daniel  F  May 
Air  transport-passenger 

Rite  Aid 
PO  Box  3165 
Harrisburg,  PA  17105 
717-761-2633 

CEO:  Alex  Grass 

Specialty  retailers-drug  chains 

Public  Service  Co  of  New  Mexico 
Alvarado  Square 
Albuquerque,  NM  87158 
505-848-2700 

CEO:  ferry  D  Geist 
Electric  utilities-Southwest 

Republic  New  York 
452  Fifth  Avenue 
New  York,  NY  10018 
212-221-6000 

CEO:  Walter  H  Werner 
Banks-Northeast 

Roadway  Services 
PO  Box  471 
Akron,  OH  44309 
216-384-1717 

CEO:  Charles  F  Zodrow 
Surface  transportation-truckers 

Public  Service  Electric  &  Gas 
80  Park  Plaza 
Newark,  NJ  07101 
201-430-7000 

CEO:  Harold  W  Sonn 
Electric  utilities-Northeast 

RepublicBank 
PO  Box  222105 
Dallas,  TX  75222 
214-922-5031 

CEO:  Gerald  W  Fronterhouse 
Banks-Southwest 

Rochester  Gas  &  Electric 
89  East  Avenue 
Rochester,  NY  14649 
716-546-2700 

CEO:  Paul  W  Briggs 
Electric  utilities-Northeast 

Puget  Sound  Power  &  Light 
10608  Northeast  4th  Street 
Bellevue,  WA  98009 
206-454-6363 

CEO:  John  W  Ellis 
Electric  utilities-West 

Revco  DS 

1925  Enterprise  Parkway 

Twinsburg,  OH  44087 

216-425-9811 

CEO:  Sidney  Dworkin 
Specialty  retailers-drug  chains 

Rockwell  International 
600  Grant  Street 
Pittsburgh,  PA  15219 
412-565-2000 

CEO:  Robert  Anderson 
Aerospace  and  defense 
Automotive  suppliers-parts  makers 

Quaker  Oats 

345  Merchandise  Mart  Plaza 

Chicago,  IL  60654 

312-222-7111 

CEO:  William  D  Smithburg 
Food  processors-branded  foods 

Revlon 

767  Fifth  Avenue 

New  York,  NY  10153 

212-572-2880 

CEO:  Michel  C  Bergerac 

Health  care-drugs 

Consumer  products-personal  products 

Rohm  &  Haas 
Independence  Mall  West 
Philadelphia,  PA  19105 
215-592-3000 

CEO:  Vincent  L  Gregory  Jr 
Diversified  chemicals 

Questar  (formerly  Mountain  Fuel  Supply) 

PO  Box  11150 

Salt  Lake  City,  UT  84147 

801-534-5555 

CEO:  R  D  Cash 

Natural  gas  utilities-integrated 

RJ  Reynolds  Industries 
Reynolds  Boulevard 
Winston-Salem,  NC  27102 
919-773-2000 

CEO:  |  Tylee  Wilson 

Tobacco 

Food  processors-branded  foods 

Rubbermaid 
1147  Akron  Road 
Wooster,  OH  44691 
216-264-6464 

CEO:  Stanley  C  Gault 

Consumer  products-household  products 

Rainier  Bancorporation 
PO  Box  3966 
Seattle,  WA  98124 
206-621-4111 

CEO:  G  Robert  Truex  Jr 
Banks-West 

Reynolds  Metals 
6601  Broad  Street  Road 
Richmond,  VA  23261 
804-281-2000 

CEO:  David  P  Reynolds 
Metals-nonferrous  metals 

Ryder  System 

3600  Northwest  82nd  Avenue 

Miami,  FL  33166 

305-593-3726 

CEO:  M  Anthony  Burns 
Surface  transportation-truckers 

Ralston  Purina 
Checkerboard  Square 
St  Louis,  MO  63164 
314-982-1000 

CEO:  William  P  Stiritz 
Food  processors-commodities 
Food  processors-branded  foods 

Richardson-  Vicks 
Ten  Westport  Road 
Wilton,  CT  06897 
203-834-5000 

CEO:  John  S  Scott 

Consumer  products-personal  products 

Safeco 
Safeco  Plaza 
Seattle,  WA  98185 
206-545-5000 

CEO:  Roland  M  Trafton 
Insurance-diversified 

Raytheon 

141  Spring  Street 

Lexington,  MA  02173 

617-862-6600 

CEO:  Thomas  L  Phillips 

Diversified  cos-conglomerates/Elecuonics- 

equipment/Aerospace  and  defense 

Riggs  National 

1503  Pennsylvania  Avenue  NW 

Washington,  DC  20005 

202-835-6000 

EO:  Joe  L  Allbritton 
Banks-multinational  banks 

Safeway  Stores 
201  Fourth  Street 
Oakland,  CA  94660 
415-891-3000 

CEO:  Peter  A  Magowan 
Supermarkets-major  chains 
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SHIP  OF  STATE. 


New  Jersey  has  become  a  major 
centerof  international  trade. 

Our  principal  seaport,  the  Port 
Newark,  Port  Elizabeth  complex, 
boasts  the  largest  container  facility 
in  the  United  States,  and  handles 
more  than  three  times  the  tonnage 
of  Los  Angeles  -  America's  second 
leading  container  port. 

Companies  that  locate  or  do 
business  in  New  )ersey  have  access  to 
the  greatest  concentration  of  banking 
and  financial  resources,  technology, 
retail,  wholesale  and  industrial 
markets  in  the  world. 

They  have  access  to  an  integrated 
transportation  system  that  can  put 
their  products  within  overnight  reach 
of  40%  of  the  nation's  population. 


And  they  have  access  to  a  state 
government  dedicated  to  helping 
business  establish  world  trade. 
Through  the  establishment  of  foreign 
trade  zones,  a  division  of  international 
trade,  the  Port  Authorities  and  various 
assistance  programs,  New  jersey  is 
helping  business  look  beyond 
domestic  markets. 

Combine  these  advantages  with 
a  quality  lifestyle  and  a  workforce 
that's  among  the  world's  finest 
and  mostdiversified.andyoucan 
understand  why  New  Jersey  ranks 
second  among  all  states  in  foreign 
investment. 

And  realize  why  more  nations  are 
represented  with  business  interests 
here  than  in  any  other  state  in  the  U.S. 


Including  such  international  giants 
as  Siemens,  Sony,  Unilever,  Alcan, 
Samsung,  Rhone-Poulenc,  Ciba-Geigy, 
and  Sharp. 

To  learn  more  about  New  Jersey, 
contact; 

Borden  R.  Putnam,  Commissioner, 
Department  of  Commerce  & 
Economic  Development, 
CN  820,  Trenton,  N.J.  08625. 
Phone  (609)  292-2444. 

Thomas  H.  Kean,  Governor 
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Where  to  find  The  Forbes  500s 

St  Paul  Cos 

385  Washington  Street 

St  Paul,  MN  55102 

612-221-7911 

CEO:  Robert  J  Haugh 
Insurance -property  and  casualty 

Sea-Land 

10  Parsonage  Road 

Edison,  NJ  08817 

201-632-2000 

CEO:  Joseph  F  Abely  Jr 
Surface  transportation-other 

Signal  Cos 

11255  North  Torrey  Pines  Road 

La  Folia,  CA  92037 

619-457-3555 

CEO:  Forrest  N  Shumway 

Diversified  companies-conglomerates/Aerospa 

and  defense/Builders-commercial 

San  Diego  Gas  &  Electric 

PO  Box  1831 

San  Diego,  CA  92112 

619-232-4252 

CEO:  Thomas  A  Page 
Electric  utilities-West 

GD  Searle 
PO  Box  1045 
Skokie,  IL  60076 
312-982-7000 

CEO:  Donald  H  Rumsfeld 
Health  care-drugs 

Singer 

PO  Box  10151 

Stamford,  CT  06904-2151 

203-356-4200 

CEO:  Joseph  B  Flavin 
Aerospace  and  defense 
Consumer  products-appliances 

Sanders  Associates 

Daniel  Webster  Highway  South 

Nashua,  NH  03061 

603-885-4321 

CEO:  Jack  L  Bowers 
Aerospace  and  defense 
Office  equipment 

Sears,  Roebuck 
Sears  Tower 
Chicago,  IL  60684 
312-875-2500 

CEO:  Edward  R  Telling 

General  retailers-department  stores 

Financial  services-lending,  leasing  and  insurance 

SmithKline  Beckman 
PO  Box  7929 
Philadelphia,  PA  19101 
215-751-5134 

CEO:  Henry  Wendt 
Health  care-drugs 
Health  care-products 

Santa  Fe  Southern  Pacific 
224  South  Michigan  Avenue 
Chicago,  IL  60604 
312-427-4900 

CEO:  John  J  Schmidt 

Surface  transportation-railroads 

Security  Pacific 
333  South  Hope  Street 
Los  Angeles,  CA  90071 
213-613-6211 

CEO:  Richard  J  Flamson  III 
Banks-West 

Snap-On  Tools 
2801  80th  Street 
Kenosha,  WI  53141-1410 
414-656-5200 

CEO:  William  B  Rayburn 
Automotive  suppliers-parts  makers 

Sara  Lee  (formerly  Consolidated  Foods) 
Three  First  National  Plaza 
Chicago,  IL  60602 
312-726-2600 

CEO:  John  H  Bryan  Jr 

Food  processors-branded  foods 

Consumer  products-personal  products 

Service  Merchandise 
PO  Box  24600 
Nashville,  TN  37202 
615-251-6666 

CEO:  Raymond  Zimmerman 
Specialty  retailers-catalog  showrooms 

Society 

127  Public  Square 

Cleveland,  OH  44114 

216-622-9000 

CEO:  Gordon  E  Heffern 
Banks-Midwest 

Scana  (formerly  South  Carolina  E&G) 
1426  Main  Street 
Columbia,  SC  29201 
803-748-3000 

CEO:  Virgil  C  Summer 
Electric  utilities-Southeast 

Shared  Medical  Systems 
51  Valley  Stream  Parkway 
Malvern,  PA  19355 
215-296-6300 

CEO:  R  James  Macaleer 

Health  care-hospital  management 

Sonat 

PO  Box  2563 

Birmingham,  AL  35202 

205-325-3800 

CEO:  Ronald  L  Kuehn  Jr 
Natural  gas  utilities-integrated 

Schering-Plough 
1  Giralda  Farms 
Madison,  NJ  07940-1000 
201-822-7000 

CEO:  Robert  P  Luciano 

Health  care-drugs 

Consumer  products-personal  products 

Shawmut 

One  Federal  Street 

Boston,  MA  02111 

617-292-2000 

CEO:  John  P  LaWare 
Banks-Northeast 

South  Carolina  National 
1426  Main  Street 
Columbia,  SC  29226-0001 
803-765-3000 

CEO:  James  G  Lindley 
Banks-Southeast 

SCM 

299  Park  Avenue 

New  York,  NY  10171-0161 

212-752-2700 

CEO:  Paul  H  Elicker 

Diversified  companies-multicompanies 

Building  materials-other  materials 

Shell  Oil 

One  Shell  Plaza 

Houston,  TX  77002 

713-241-6161 

CEO:  John  F  Bookout 
Petroleum-other  oil  and  gas 

Southeast  Banking 

One  Southeast  Financial  Center 

Miami,  FL  33131 

305-375-7500 

CEO:  Charles  J  Zwick 
Banks-Southeast 

SCOA  Industries 
33  North  High  Street 
Columbus,  OH  43215 
614-221-7262 

CEO:  Herbert  H  Schiff 

General  retailers-discount  and  variety 

Sherwin-Williams 

101  Prospect  Avenue  NW 

Cleveland,  OH  44115 

216-566-2000 

CEO:  John  G  Breen 

Specialty  retailers-miscellaneous/Specialty  retail- 
ers-drug chains/Building  materials-other  materials 

Southern  California  Edison 
PO  Box  800 
Rosemead,  CA  91770 
818-572-1212 

CEO:  Howard  P  Allen 
Electric  utilities-West 

Scott  Paper 
Scott  Plaza 

Philadelphia,  PA  19113 
215-522-5000 

CEO:  Philip  E  Lippincott 

Consumer  products-personal  products 

Paper 

Shoney's 

1727  Elm  Hill  Pike 

Nashville,  TN  37202 

615-361-5201 

CEO:  R  L  Danner 
Services-fast  food  chains 

Southern  Company 
64  Perimeter  Center  East 
Atlanta,  GA  30346 
404-393-0650 

CEO:  Edward  L  Addison 
Electric  utilities-Southeast 
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Position  available. 


©TRW  Inc..  1984 

TRW  is  the  name  and  mark  ot  TRW  Inc. 


Every  time  you  try  some- 
thing new,  you  go  out  on  a  limb. 
So  the  people  who  work  for 
TRW  spend  a  lot  of  time  there. 

TRW  has  grown  by  turning 
new  ideas  into  new  businesses. 
Transportation  electronics  is 
a  good  example.  When  TRW 
got  into  that  business,  there 
were  almost  no  electronic 
parts  on  cars  or  trucks. 

Over  the  past  five  years, 
electronic  parts  on  cars  have 
increased  from  less  than  $75 
to  over  $300  per  car.  As  for 
trucks,  TRW  engineers  have 
come  up  with  a  new  control 
system  that  is  cutting  fuel 


consumption,  in  some  cases 
over  12%. 

This  new  business  was  a  risk 
for  us,  but  a  calculated  one. 
After  all,  TRW  people  built 
the  electronics  systems  for 
Pioneer  spacecraft.  We  just 
branched  out  to  cars  and 
trucks. 

Tomorrow  is  taking  shape 
at  a  company  called  TRW. 


A  Company  Called  TRW 


.                                                 ' ' '■ 
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Southern  New  England  Telephone 
227  Church  Street 
New  Haven,  CT  06506 
203-771-5200 

CEO:  Walter  H  Monteith  Jr 
Telecommunications-carriers 

Squibb 

PO  Box  4000 

Princeton,  NJ  08540 

609-921-4000 

CEO:  Richard  M  Furlaud 
Health  care-drugs 

Student  Loan  Marketing  Association 
1050  Thomas  Jefferson  St  NW 
Washington,  DC  20007 
202-333-8000 

CEO:  Edward  A  Fox 

Financial  services-lending,  leasing  and  insura 

Southland 
PO  Box  719 
Dallas,  TX  75221 
214-828-7011 

CEO:  John  P  Thompson 
Supermarkets-convenience  stores 
Petroleum-other  oil  and  gas 

Staley  Continental  (formerly  AE  Staley  Mfg) 
PO  Box  151 
Decatur,  IL  62525 
217-423-4411 

CEO:  Donald  E  Nordlund 
Food  processors-commodities 

Subaru  of  America 
7040  Central  Highway 
Pennsauken,  NJ  08109 
609-488-8500 

CEO:  Harvey  H  Lamm 
Automobiles  and  trucks 

Southmark 

1601  LBJ  Freeway 

Dallas,  TX  75234 

214-241-8787 

CEO:  Gene  E  Phillips 

Financial  services-lending,  leasing  and  insurance 

Standard  Oil  Indiana 
200  East  Randolph  Drive 
Chicago,  IL  60601 
312-856-6111 

CEO:  Richard  M  Morrow 
Petroleum-other  oil  and  gas 

Suburban  Bancorp 
6610  Rockledge  Drive 
Bethesda,  MD  20817 
301-493-7079 

CEO:  Robert  F  Tardio 
Banks-Northeast 

SouthTrust 
PO  Box  2554 
Birmingham,  AL  35290 
205-254-5680 

CEO:  Wallace  D  Malone  Jr 
Banks-Southeast 

Standard  Oil  Ohio 
Midland  Building 
Cleveland,  OH  44115 
216-575-4141 

CEO:  Alton  W  Whitehouse  Jr 
Petroleum-other  oil  and  gas 

Sumitomo  Bank  of  California 
365  California  Street 
San  Francisco,  CA  94104 
415-445-8000 

CEO:  Teruhisa  Shimizu 
Banks-West 

Southwest  Airlines 
PO  Box  37611 
Dallas,  TX  75235 
214-353-6100 

CEO:  Herbert  D  Kelleher 
Air  transport-passenger 

Stanley  Works 
1000  Stanley  Drive 
New  Britain,  CT  06050 
203-225-5111 

CEO:  Donald  W  Davis 
Industrial  machinery 
Consumer  products-appliances 

Sun  Banks 
PO  Box  2848 
Orlando,  FL  32802 
305-237-4585 

CEO:  Joel  R  Wells  Jr 
Banks-Southeast 

Southwestern  Bell 
One  Bell  Center 
St  Louis,  MO  63101 
314-247-9800 

CEO:  Zane  E  Barnes 
Telecommunications-carriers 

State  Street  Boston 
225  Franklin  Street 
Boston,  MA  02110 
617-786-3000 

CEO:  William  S  Edgerly 
Banks-Northeast 

Sun  Company 
100  Matsonford  Road 
Radnor,  PA  19087 
215-293-6000 

CEO:  Theodore  A  Burtis 
Petroleum-other  oil  and  gas 

Southwestern  Public  Service 
PO  Box  1261 
Amarillo,  TX  79170 
806-378-2121 

CEO:  Berl  M  Springer 
Electric  utilities-Southwest 

Stauffer  Chemical 
Westport,  CT  06881 
203-222-3000 

CEO:  H  Barclay  Morley 
Diversified  chemicals 

Sundstrand 

PO  Box  7003 

Rockford,  IL  61125-7003 

815-226-6000 

CEO:  Evans  W  Erikson 
Aerospace  and  defense 
Industrial  machinery 

Sovran  Financial 
One  Commercial  Place 
Norfolk,  VA  23510 
804-441-4000 

CEO:  Clifford  A  Cutchins  III 
Banks-Southeast 

Sterling  Drug 
90  Park  Avenue 
New  York,  NY  10016 
212-907-2000 

CEO:  John  M  Pietruski 

Health  care-drugs 

Consumer  products-household  products 

Sunwest  Financial  Services 
PO  Box  1344 
Albuquerque,  NM  87103 
505-765-2403 

CEO:  George  S  Jenks 
Banks-Southwest 

Sperry 

1290  Avenue  of  the  Americas 

New  York,  NY  10104 

212-484-4444 

CEO:  Gerald  G  Probst 
Computers 
Aerospace  and  defense 

Stop  &  Shop  Cos 
PO  Box  369 
Boston,  MA  02101 
617-770-8000 

CEO:  Avram  J  Goldberg 

Supermarkets-major  chains 

General  retailers-discount  and  variety 

Super  Food  Services 
Kettering  Box  2323 
Dayton,  OH  45429 
513-294-1731 

CEO:  Jack  Twyman 
Services-food  distributors 

Square  D 
Executive  Plaza 
Palatine,  IL  60067 
312-397-2600 

CEO:  Dalton  L  Knauss 
Electrical  equipment 

Storer  Communications 
PO  Box  61-8000 
Miami,  FL  33161-8000 
305-899-1000 

CEO:  Peter  Storer 
Broadcasting 

Super  Valu  Stores 
11840  Valley  View  Road 
Eden  Prairie,  MN  55344 
612-828-4000 

CEO:  Michael  W  Wright 
Services-food  distributors 
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Let  John  Hancock  take 

the  weight  of  the  world 

offyour  business. 


When  business 
opportunities  here  or  abroad 
require  specialized  financial 
direction,  put  John  Hancock 
to  work  for  you.  Besides 
benefiting  from  our  products 
and  services,  we  think  you'll 
also  be  impressed  by  the 
John  Hancock  people  who 
offer  them. 

Our  expertise  has 
made  us  the  leading  provider  of  inter- 
national employee  benefits  programs 
in  the  world.  We  have  helped  to 
shape  plans  that  meet  worker  and 
management  demands  in  any  number 
of  countries. 

John  Hancock  is  actively 
engaged  in  creating  and  managing 
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specialty  investments,  among 
them  a  number  of  interesting  pension 
opportunities.  These  include  real 
estate,  agriculture,  timber  and  others. 

We  cunently  serve  leading 
American  companies  with  group  life 
and  health  plans,  capital  equipment 
leasing,  real  estate  financing  and 


investment  portfolio  management. 

In  short,  John  Hancock  is 
equipped  to  recognize  and  respond 
to  a  broad  range  of  corporate  needs. 
For  that  kind  of  specialized  assistance, 
contact  one  of  our  representatives. 
We  believe  you'll  be  impressed  with 
how  we  can  work  for  you. 


/  /  companies    ^^> 

We  can  help  you  here  and  now  Not  just  hereafter. 

John  Hancock  Mutual  Life  Insurance  Company,  John  Hancock  Financial  Services,  Inc. ,  John  Hancock  Realty  Services  Corp. , 
Independence  Investment  Associates  and  affiliated  companies,  all  of  Boston,  Massachusetts  021 17 


BUSINESS 
TRAVEL 


1985 

asr 

TRHUEL 

compnmon 


® 


Business  Travel  Tips  World-Wide 


THE  ONLY  GUIDE  TO 

TRAVELING  ON  BUSINESS 

IN  THE  USA,  CANADA  AND 

100  COUNTRIES  WORLDWIDE 

The  1985  Multinational  Executive  Travel 
Companion  (16th  annual  edition),  the  only 
business-travel  guide  of  its  kind  in  existence,  surveys 
over  1 47  major  business  cities  worldwide  (27  cities  in 
USA  alone).  Some  50,000  facts  and  figures  drawn 
from  500  sources  are  packed  into  its  620  pages 
(pocket-sized  4"  x  6",  10  oz.).  All  about  business 
hours,  trade  fairs,  public  holidays,  passport/visa 
requirements  and  health  regulations,  time  differ- 
ences, weather  conditions,  local  customs,  business 
etiquette  and  protocol.  Provides  essential  business 
data  and  latest  statistics  affecting  the  international 
business  community.  Key  market  indicators,  interna- 
tional transactions,  defense  expenditures,  etc.  Lists 
the  annual  performance  (activities,  sales,  profits)  of 
over  1 500  major  companies  worldwide.  Surveys  over 
1 60  countries  with  in-depth  coverage  of  1 47  business 
cities.  It  is  used  by  thousands  of  corporations  in  147 
countries  as  a  source  reference  for  doing  business 
throughout  the  world.  It  also  lists  carefully  selected 
addresses  and  telephone  numbers  covering  business 
and  trade,  government  offices  and  embassies,  com- 
munications, airlines,  car-rentals,  hotels,  restaur- 
ants, entertainment,  shopping,  and  provides  space 
for  recording  business  data.  It  contains  useful 
phrases  and  words  in  eight  languages;  lodging,  din- 
ing and  entertainment  expenses  worldwide  (to  help 
you  control  your  expense  account);  and  incorporates 
a  four-language  appointment  diary.  Considered  in- 
dispensable by  the  planners  and  doers  in  top  man- 
agement in  147  countries  who  subscribe  to  it  every 
year  It  will  render  your  business  trips  most  produc- 
tive and  enjoyable.  Limited  printing.  For  16  years, 
this  unique  and  only  business-travel  guide  has  been 
the  best  seller  throughout  the  world  and  is  regarded 
as  the  world's  most  preferred  business  gift.  To  find 
out  why,  send  your  business  card  or  company  let- 
terhead with  this  ad,  and  we  will  send  you  a  free 
4-page  descriptive  brochure  and  pricing  Multina- 
tional Executive  Inc.,  Dept.  FB-485,  P.O.  Box  92, 
Cambridge,  MA  02238,  USA. 


Name- 
Title  _ 


Company 

Address 

City 

Zip Country. 
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Supermarkets  General 
301  Blair  Road 
Woodbridge,  NJ  07095 
201-499-3000 

CEO:  Leonard  Lieberman 
Supermarkets-major  chains 

Teledyne 

1901  Avenue  of  the  Stars 

Los  Angeles,  CA  90067 

213-277-3311 

CEO:  Henry  E  Singleton 

Diversified  companies-conglomerates/Insurani 

diversified/Industrial  machinery 

Swift  Independent 

115  West  Jackson  Boulevard 

Chicago,  IL  60604 

312-431-3500 

CEO:  John  A  Copeland 
Food  processors-meatpacking 

Telerate 

One  World  Trade  Center 

New  York,  NY  10048 

212-938-5200 

CEO:  Neil  S  Hirsch 

Financial  services-lending,  leasing  and  insurar 

Sysco 

1177  West  Loop  South 

Houston,  TX  77027 

713-877-1122 

CEO:  John  F  Woodhouse 
Services-food  distributors 

Temple-Inland 
Drawer  N 
Diboll,  TX  75941 
409-829-2211 

CEO:  Clifford  J  Grum 

Packaging 

Building  materials-other  materials 

Tambrands  (formerly  Tampax) 
10  Delaware  Drive 
Lake  Success,  NY  11042 
516-437-8800 

CEO:  Edwin  H  Shutt 

Consumer  products-personal  products 

Tenneco 
PO  Box  2511 
Houston,  TX  77001 
713-757-2131 

CEO:  James  L  Ketelsen 

Petroleum-other  oil  and  gas 

Natural  gas  utilities-producers  and  pipelines 

Tandem  Computers 
19333  Vallco  Parkway 
Cupertino,  CA  95014-2599 
408-725-6000 

CEO:  James  G  Treybig 
Computers 

Tesoro  Petroleum 
8100  Tesoro  Drive 
San  Antonio,  TX  78286 
512-828-8484 

CEO:  Robert  V  West  Jr 
Petroleum-other  oil  and  gas 

Tandy 

PO  Box  17180 

Fort  Worth,  TX  76102 

817-390-3700 

CEO:  John  V  Roach 

Leisure  and  recreation-toys  and  electronics 

Texaco 

2000  Westchester  Avenue 

White  Plains,  NY  10650 

914-253-4000 

CEO:  John  K  McKinley 
Petroleum-international  oils 

TECO  Energy 
Box  111 

Tampa,  FL  33601 
813-228-4111 

CEO:  Hugh  L  Culbreath 
Electric  utilities-Southeast 

Texas  Air 
333  Clay  Street 
Houston,  TX  77002 
713-658-9588 

CEO:  Francisco  A  Lorenzo 
Air  transport-passenger 

Tecumseh  Products 
100  East  Patterson  Street 
Tecumseh,  MI  49286 
517-423-8411 

CEO:  Kenneth  G  Herrick 
Industrial  machinery 

Texas  American  Bancshares 

PO  Box  2050 

Fort  Worth,  TX  76113 

817-338-8671 

CEO:  Lewis  H  Bond 
Banks-Southwest 

Tektronix 
PO  Box  500 
Beaverton,  OR  97077 
503-627-7111 

CEO:  Earl  Wantland 
Electronics-equipment 

Texas  Commerce  Bancshares 
600  Travis  Street 
Houston,  TX  77002 
713-236-4865 

CEO:  Ben  F  Love 
Banks-Southwest 

Tele-Communications 
5455  South  Valentia  Way 
Englewood,  CO  80111 
303-771-8200 

CEO:  John  C  Malone 
Broadcasting 

Texas  Eastern 
PO  Box  2521 
Houston,  TX  77252 
713-759-3131 

CEO:  I  David  Bufkin 

Natural  gas  utilities-producers  and  pipelines 

„ 

exas  Instruments 
0  Box  225474 
alias,  TX  75265 
14-995-2011 

EO:  I  Fred  Bucy 
lectronics-semiconductors 
erospace  and  defense 


exas  Oil  &  Gas 
'00  Pacific  Avenue 
alias,  TX  75201 
[4-954-2000 

EO:  Forrest  E  Hoglund 
;troleum-other  oil  and  gas 


exas  Utilities 
101  Bryan  Tower 
alias,  TX  75201 
14-653-4600 

EO:  Perry  G  Brittain 
ectric  utilities-Southwest 


extron 

I  Westminster  Street 

ovidence,  RI  02903 

11-421-2800 

EO:  Beverly  F  Dolan 

iversified  cos-multicompanies/ Aerospace 

id  defense/Industrial  machinery 


tiird  National 

tiird  National  Bank  Building 

ashville,  TN  37244 

5-748-4891 

EO:  Charles  W  Cook  Jr 
inks-Southeast 


-irifty  Corp 

3  Box  92333 

>s  Angeles,  CA  90009 

3-251-6000 

EO:  Leonard  H  Straus 
lecialty  retailers-drug  chains 


me  Inc 

ickefeller  Center 
ew  York,  NY  10020 
2-586-1212 

EO:  J  Richard  Munro 

iblishing 

oadcasting 


mes  Mirror 

mes  Mirror  Square 

is  Angeles,  CA  90053 

3-972-3700 

EO:  Robert  F  Erburu 
iblishing 


)ledo  Edison 

10  Madison  Avenue 

)ledo,  OH  43652 

9-249-5000 

EO:  John  P  Williamson 
ectric  utilities-Midwest 


)ledo  Trustcorp 
iree  SeaGate 
Jledo,  OH  43603 
9-259-8598 

EO:  George  W  Haigh 
inks-Midwest 


Look  what's  been  growing  in  our  park. 


Some  of  the  country's  most  dynamic 
companies  have  discovered  the  ideal 
climate  for  growth.  Miami  Lakes 
Business  Park.  Close  to  100  companies 
have  moved  here. 

Our  Business  Park,  like  the  entire 
Miami  Lakes  community,  has  been 
carefully  planned  to  create  a  natural 
environment.  That's  why  it  has 
proven  so  successful. 


The  location  is  ideal.  Strategically 
located  on  the  Palmetto  Expressway 
where  1-75  will  soon  merge.  Giving  you 
easy  access  to  Dade  or  Broward  County. 
The  work  force  is  large,  skilled  and 
available.  A  beautiful  location  to  live 
and  work. 

Before  your  company  makes  a  move, 
i    .  come  see  Miami  Lakes  Business  Park. 
«Sw^~      Come  grow  with  us. 


Miami  I  Lakes 
Properties,  Inc. 

A  working  community  in  a  community  that  works. 

6843  Main  Street,  Miami  Lakes,  Florida  33014,  (305)  821-1130 
A  division  of  The  Sengra  Corporation.  Developers  of  Miami  Lakes. 


Twentieth 
Century 

is  not  like 
a  bank. 

Thank 
goodness. 


Bank  deposits  are  usually  insured.  Twen- 
tieth Century's  investments  are  not.  Banks 
generally  offer  accounts  that  pay  fixed  interest 
rates,  while  the  values  of  Twentieth  Century's 
shares  fluctuate  with  the  market.  So  why  con- 
sider a  Twentieth  Century  investment?  In 
a  word,  opportunity.  The  opportunity  for 
the  kind  of  return  Select  Investors  has  re- 
corded over  the  past  ten  years:  an  annual  com- 
pound rate  of  28%.*  Banks  are  fine  for  some  things. 
But  if  it's  opportunity  you're  looking  for,  bank  on 
Twentieth  Century. 

Want  to  know  more?  For  complete  information  about 
Twentieth  Century's  seven  funds,  write  or  call  for  a 
free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  prospectus  to: 


Name- 


City. 


State- 


.  Zip. 


fbs850429  P.O.  Box  200,  Kansas  City,  Missouri  64141  (816)  531-5575 

•Reflects  performance  of  Twentieth  Century's  Select  Investors  from  October  31 ,  1974  to  October  31 ,  1984.  Assumes 
reinvestment  of  capital  gains  and  investment  income  distributions.  These  figures  supplement  those  found  on  page 
7  of  the  Annual  Report.  Past  performance  is  not  a  guarantee  or  projection  for  future  results. 
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Torchmark 

2001  Third  Avenue  South 

Birmingham,  AL  35233 

205-325-4200 

CEO:  Ronald  K  Richey 
Insurance-life  and  health 

Trust  Co  of  Georgia 
PO  Drawer  4418 
Atlanta,  GA  30302 
404-588-7711 

CEO:  Robert  Strickland 
Banks-Southeast 

Union  Trust  Bancorp 
PO  Box  1077 
Baltimore,  MD  21203 
301-332-5000 

CEO:  J  Stevenson  Peck 
Banks-Northeast 

Tosco 

PO  Box  2401 

Santa  Monica,  CA  90506-2401 

213-207-6000 

CEO:  Matthew  J  Talbot 
Petroleum-other  oil  and  gas 

TRW 

23555  Euclid  Avenue 

Cleveland,  OH  44117 

216-383-2121 

CEO:  Ruben  F  Mettler 

Diversified  companies-conglomerates/Automotive 

suppliers-parts  makers/Electronics-equipment 

Uniroyal 

World  Headquarters 

Middlebury,  CT  06749 

203-573-2000 

CEO:  Joseph  P  Flannery 
Automotive  suppliers-tire  and  rubber 
Specialized  chemicals 

Toys  "R"  Us 

395  West  Passaic  Street 

Rochelle  Park,  NJ  07662 

201-845-5033 

CEO:  Charles  Lazarus 

Leisure  and  recreation-toys  and  electronics 

Tucson  Electric  Power 
PO  Box  711 
Tucson,  AZ  85702 
602-622-6661 

CEO:  Einar  Greve 
Electric  utilities-Southwest 

United  Banks  of  Colorado 
1700  Lincoln  Street 
Denver,  CO  80274 
303-861-4700 

CEO:  N  Berne  Hart 
Banks-West 

Trans  World  Airlines 
605  Third  Avenue 
New  York,  NY  10158 
212-692-3000 

CEO:  Carl  E  Meyer  Jr 
Air  transport-passenger 

Turner 

633  Third  Ave 

New  York,  NY  10017 

212-878-0300 

CEO:  Walter  B  Shaw 
Builders-commercial 

United  Brands 

1271  Avenue  of  the  Americas 

New  York,  NY  10020 

212-307-2000 

CEO:  Carl  H  Lindner 

Food  processors-meatpacking 

Food  processors-branded  foods 

Transamerica 

600  Montgomery  Street 

San  Francisco,  CA  94120 

415-983-4000 

CEO:  James  R  Harvey 

Financial  services-lending,  leasing  and  insurance 

Insurance-diversified 

UAL 

PO  Box  66919 

Chicago,  IL  60666 

312-952-4000 

CEO:  Richard  J  Ferris 
Air  transport-passenger 

United  Energy  Resources 
PO  Box  1478 
Houston,  TX  77251-1478 
713-229-4123 

CEO:  JHughRoff  Jr 

Natural  gas  utilities-producers  and  pipelines    1 

Transco  Energy 
PO  Box  1396 
Houston,  TX  77251 
713-439-2000 

CEO:  William  J  Bowen 

Natural  gas  utilities-producers  and  pipelines 

Union  Camp 
1600  Valley  Road 
Wayne,  NJ  07470 
201-628-2000 

CEO:  Peter  J  McLaughlin 

Paper 

Packaging 

United  Financial  Group 
10333  Harwin 
Houston,  TX  77036 
713-981-2300 

CEO:  Charles  E  Hurwitz 
Thrift  institutions 

Transohio  Financial 
One  Penton  Plaza 
Cleveland,  OH  44114 
216-579-7700 

CEO:  Myron  Filarski 
Thrift  institutions 

Union  Carbide 

39  Old  Ridgebury  Road 

Danbury,  CT  06817-0001 

203-794-2000 

CEO:  Warren  M  Anderson 
Diversified  companies-multicompanies 
Diversified  chemicals 

United  Illuminating 
80  Temple  Street 
New  Haven,  CT  06506 
203-787-7200 

CEO:  George  W  Edwards 
Electric  utilities-Northeast 

Transworld 

605  Third  Avenue 

New  York,  NY  10158 

212-972-4700 

CEO:  L  Edwin  Smart 

Services-food  distributors 

Leisure  and  recreation-hotels  and  gaming 

Union  Electric 

PO  Box  149 

St  Louis,  MO  63166 

314-621-3222 

CEO:  William  E  Cornelius 
Electric  utilities-Midwest 

United  Jersey  Banks 
PO  Box  2066 
Princeton,  NJ  08540 
609-987-3200 

CEO:  T  Joseph  Semrod 
Banks-Northeast 

Travelers 

One  Tower  Square 

Hartford,  CT  06183 

203-277-0111 

CEO:  Edward  H  Budd 
Insurance-diversified 

Union  National 
670  Washington  Road 
Mt  Lebanon,  PA  15228 
412-644-8111 

CEO:  George  F  Kesel 
Banks-Northeast 

United  Missouri  Bancshares 

PO  Box  1771 

Kansas  City,  MO  64141 

816-283-1100 

CEO:  R  Crosby  Kemper  Jr 
Banks-Midwest 

Tribune 

435  North  Michigan  Avenue 

Chicago,  IL  60611 

312-222-9100 

CEO:  Stanton  R  Cook 
Publishing 

Union  Pacific 
345  Park  Avenue 
New  York,  NY  10154 
212-418-7800 

CEO:  William  S  Cook 
Petroleum-other  oil  and  gas 
Surface  transportation-railroads 

US  Bancorp 
PO  Box  8837 
Portland,  OR  97208 
503-225-6111 

CEO:  John  A  Elornaga 
Banks-West 

360 


FORBES,  APRIL  29 


The  goose  that  lays  the  golden 
eggs  is  not  only  rare,  it's  reliable. 

And  it's  found  in  South 
Carolina,  where  the  eggs  are  solid 
gold  —  not  just  empty  promises. 

Our  unique  technical  training 
centers,  abundant  energy,  major 
market  access  and  good 
transportation  all  help  South 
Carolina  maintain  a  high  level  of 
productivity. 

Ours  are  also  among  the  lowest 


work  stoppage  and  business  failure 
rates  in  America. 

South  Carolina.  Where  the  rare 
bird  thrives.  And  keeps  its  promise. 


SfErTi 


Carolina 


l'JH^SCSDB 


Director,  South  Carolina  State  Development  Board, 
P.O.  Box 927,  Suite 300R,  Columbia,  S:C.  29202.  (803)  758-3145,  TWX 810-666-2628. 


Where  to  find  The  Forbes  500s 

United  States  Shoe 
One  Eastwood  Drive 
Cincinnati,  OH  45227 
513-527-7000 

CEO:  Philip  G  Barach 

Apparel-shoes 

Specialty  retailers-apparel 

USAir  Group 

1911  Jefferson  Davis  Highway 

Arlington,  VA  22202 

703-892-7000 

CEO:  Edwin  I  Colodny 
Air  transport-passenger 

Vulcan  Materials 
One  Metroplex  Drive 
Birmingham,  AL  35209 
205-877-3000 

CEO:  W  Houston  Blount 
Building  materials-other  materials 
Specialized  chemicals 

United  States  Steel 
600  Grant  Street 
Pittsburgh,  PA  15230 
412-433-1121 

CEO:  David  M  Roderick 
Petroleum-other  oil  and  gas 
Metals-steel 

USF&G 

100  Light  Street 

Baltimore,  MD  21202 

301-547-3000 

CEO:  Jack  Moseley 
Insurance-property  and  casualty 

Wachovia 

301  North  Main  Street 

Winston-Salem,  NC  27102 

919-748-5000 

CEO:  John  G  Medlin  Jr 
Banks-Southeast 

US  Tobacco 

100  West  Putnam  Avenue 

Greenwich,  CT  06830 

203-661-1100 

CEO:  Louis  F  Bantle 
Tobacco 

USG  (formerly  United  States  Gypsum) 
101  South  Wacker  Drive 
Chicago,  IL  60606 
312-321-4000 

CEO:  Edward  W  Duffy 

Building  materials-cement  and  gypsum 

Building  materials-other  materials 

Wal-Mart  Stores 
POBox  116 
Bentonville,  AR  72712 
501-273-4000 

CEO:  Sam  M  Walton 

General  retailers-discount  and  variety 

US  Trust 

45  Wall  Street 

New  York,  NY  10005 

212-806-4500 

CEO:  Daniel  P  Davison 
Banks-multinational  banks 

Uslife 

125  Maiden  Lane 

New  York,  NY  10038 

212-709-6000 

CEO:  Gordon  E  Crosby  Jr 
Insurance-life  and  health 

Waldbaum 

Hemlock  Street/Boulevard  Ave 

Central  Islip,  NY  11722 

516-582-9300 

CEO:  Ira  Waldbaum 
Supermarkets-regional  chains 

US  West 

7800  East  Orchard  Road 

Englewood,  CO  80111 

303-793-6500 

CEO:  Jack  A  MacAllister 
Telecommunications-carriers 

Utah  Power  &  Light 

PO  Box  899 

Salt  Lake  City,  UT  84110 

801-535-2000 

CEO:  James  C  Taylor 
Electric  utilities-West 

Walgreen 

200  Wilmot  Road 

Deerfield,  IL  60015 

312-940-2500 

CEO:  Charles  R  Walgreen  m 
Specialty  retailers-drug  chains 

United  Technologies 
One  Financial  Plaza 
Hartford,  CT  06101 
203-728-7000 

CEO:  Harry  J  Gray 

Diversified  companies-conglomerates/Aero- 

space  and  defense/Building  materials-equipment 

Valero  Energy 

PO  Box  500 

San  Antonio,  TX  78292 

512-246-2000 

CEO:  William  E  Greehey 

Natural  gas  utilities-producers  and  pipelines 

Wang  Laboratories 
One  Industrial  Avenue 
Lowell,  MA  01851 
617-459-5000 

CEO:  An  Wang 
Computers 

United  Telecommunications 

POBox  11315 

Kansas  City,  MO  64112 

913-676-3000 

CEO:  William  T  Esrey 
Telecommunications-carriers 

Valley  Federal  Savings  &  Loan  Association 
6842  Van  Nuys  Boulevard 
Van  Nuys,  CA  91405 
818-904-3000 

CEO:  Robert  E  Gibson 
Thrift  institutions 

Warner  Communications 
75  Rockefeller  Plaza 
New  York,  NY  10019 
212-484-8000 

CEO:  Steven  J  Ross 

Leisure  and  recreation-entertainment 

Electronics-equipment 

United  Virginia  Bankshares 
PO  Box  26665 
Richmond,  VA  23261 
804-782-5000 

CEO:  Joseph  A  Jennings 
Banks-Southeast 

Valley  National 
PO  Box  71 
Phoenix,  AZ  85001 
602-261-2099 

CEO:  Howard  C  McCrady 
Banks-West 

Warner-Lambert 
201  Tabor  Road 
Morris  Plains,  NI  07950 
201-540-2000 

CEO:  Joseph  D  Williams 
Health  care-drugs 
Health  care-products 

Unocal 

PO  Box  7600 

Los  Angeles,  CA  90017 

213-977-7600 

CEO:  Fred  L  Hartley 
Petroleum-other  oil  and  gas 

Varian  Associates 
61 1  Hansen  Way 
Palo  Alto,  CA  94303 
415-493-^»000 

CEO:  Thomas  D  Sege 
Electronics-equipment 

Washington  Mutual  Savings  Bank 
1101  2nd  Avenue 
Seattle,  WA  98101 
206-464-4400 

CEO:  Louis  H  Pepper 
Thrift  institutions 

Upjohn 

7000  Portage  Road 

Kalamazoo,  MI  49001 

616-323-4000 

CEO:  Ray  T  Parfet  Jr 
Health  care-drugs 

VF 

1047  North  Park  Road 

Wyomissing,  PA  19610 

215-378-1151 

CEO:  Lawrence  R  Pugh 
Apparel-clothing 

Washington  National 
1630  Chicago  Avenue 
Evanston,  IL  60201 
312-570-3200 

CEO:  Stanley  P  Hutchison 
Insurance-life  and  health 
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why  businessmen  in  ovex 
deal  with  Lucky-Goldstar, 


•  ucky-Goldstar  is  "becoming 
Jlknowri  as  a  name  to  be 
listed  in  some  of  today's 
ost    important    fields, 
ere  are  some  of  the  rea- 
ms why  more  and  more 
>ople  are  seeking  out  Lucky- 
Dldstar. 


Integrated  Action; 

Superb  coordination  among  member  companies 
working  in  a  broad  range  of  fields  enhances 
Lucky-Goldstar's  capabilities. 


i  Eye  to 


e  Future: 

iky-Goldstar's  aver- 
i  for  investment  in 
earch  is  4.5%  of 
as  and  going  up  all 
time.  In  some 
tJs,  the  figure  is  al- 
dy  as  high  as  7%. 


o  Snd  out  more,  contact 
iucky-Ooldstax  International 
brp.  's  Overseas  Planning  Dept, 
IPO  Box  1899,  Seoul  100,  Korea, 
tone  777-0097. 
WexLGINTLK27266. 
*x752-825a9 

■t—-.  — -.  —  -.-— J 


Healthy  Growth: 

Lucky-Goldstar  has  grown 
steadily  and  impressively  dur- 
ing the  38  years  since  its  estab- 
lishment-even in  times  of 
worldwide  recession 


Financial 
Soundness: 

ISTo    Korean    busi- 
ness conglomerate 
can  claim  greater 
reliability  in  its 
financial  dealings 
than  Lucky-Goldstar. 
And  we  can  back 
this  up  with  hard 
facts. 


Successful  Partnerships: 

A  dozen  of  Korea's  top  joint  ventures 
are  Lucky-Goldstar  companies,  and 
partners  include  such  well-known 
names  as  Caltex,  ATSFT  Technologies, 
Siemens,  and  Hitachi 


Hi  LUCKY  GOLDSTAR 


We've  got  it  together. 


nlatrjr  D  Lucky,  Ltd.  G  Lucky  Advanced  Materials  Electricity ,  Electronics  and  Telecommunication*  O  Goldstar  Co.,  Ltd.  O  Goldstar  Cable  □  Goldstar  Tele-Electric  Q  Goldstar 
rlc  D  Goldstar  Instrument  9  Electric  O  Goldstar  Precision  O  8hlnyeong  Electric  D  Goldstar  Semiconductor  G  Goldstar-Alps  Electronics  O  Goldstar-Honeywell  Bneigy  ana 
mrees  G  Honam  Oil  Refinery  D  Korea  Mining  It  Smelting  Construction  and  Engineering  G  Lucky  Development  G  Lucky  Engineering  Insurance,  Securities  and  Finance 
cky  Securities  Q  Pan  Korea  Insurance  G  Goldstar  Investment  W  Finance  Q  Pusan  Investment  of  Finance  Trade  and  Distribution  G  Lucky-Goldstar  International  Q  Hee  Sung 
lo  Service  G  The  Yonam  Foundation  G  The  Yonam  Educational  Institute  Sports  Q  Lucky-Goldstar  Sports 
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Washington  Post 
1150  15th  Street  NW 
Washington,  DC  20071 
202-334-6000 

CEO:  Katharine  Graham 
Publishing 

Westvaco 

299  Park  Avenue 

New  York,  NY  10171 

212-688-5000 

CEO:  David  L  Luke  HI 
Paper 

Wilson  Foods 

4545  Lincoln  Boulevard 

Oklahoma  City,  OK  73105 

405-525-4545 

CEO:  Kenneth  J  Griggy 
Food  processors-meatpacking 

Washington  Water  Power 
East  1411  Mission  Avenue 
Spokane,  WA  99202 
509-489-0500 

CEO:  Wendell  J  Satre 
Electric  utilities-West 

Wetterau 

8920  Pershall  Road 

Hazelwood,  MO  63042 

314-524-5000 

CEO:  Ted  C  Wetterau 
Services-food  distributors 

Winn-Dixie  Stores 
PO  Box  B 

Jacksonville,  FL  32203 
904-783-5000 

CEO:  A  Dano  Davis 
Supermarkets-major  chains 

Waste  Management 
3003  Butterfield  Road 
Oak  Brook,  IL  60521 
312-654-8800 

CEO:  Dean  L  Buntrock 
Services-industrial  services 

Weyerhaeuser 
Weyerhaeuser  Building 
Tacoma,  WA  98477 
206-924-2345 

CEO:  George  H  Weyerhaeuser 

Paper 

Building  materials-lumber 

Wisconsin  Electric  Power 
PO  Box  2046 
Milwaukee,  WI  53201 

414-277-2345 

CEO:  Charles  S  McNeer 
Electric  utilities-Midwest 

Weis  Markets 

1000  South  Second  Street 

Sunbury,  PA  17801 

717-286-4571 

CEO:  Sigfned  Weis 
Supermarkets-regional  chains 

Whirlpool 

Administrative  Center 
Benton  Harbor,  MI  49022 
616-926-5000 

CEO:  Jack  D  Sparks 
Consumer  products-appliances 

Witco  Chemical 
520  Madison  Avenue 
New  York,  NY  10022-4236 
212-605-3800 

CEO:  William  Wishnick 
Specialized  chemicals 

Wells  Fargo 

420  Montgomery  Street 

San  Francisco,  CA  94163 

415-396-0123 

CEO:  Carl  E  Reichardt  Jr 
Banks-West 

White  Consolidated 
11770  Berea  Road 
Cleveland,  OH  44111 
216-252-3700 

CEO:  Roy  H  Holdt 
Consumer  products-appliances 

FW  Woolworth 
233  Broadway 
New  York,  NY  10279 
212-553-2000 

CEO:  John  W  Lynn 

General  retailers-discount  and  variety 

Wendy's  International 
PO  Box  256 
Dublin,  OH  43017 
614-764-3100 

CEO:  Robert  L  Barney 
Services-fast  food  chains 

Whitney  Holding 
228  St  Charles  Avenue 
New  Orleans,  LA  70103 
504-586-7272 

CEO:  Patrick  A  Delaney 
Banks-Southeast 

Xerox 

PO  Box  1600 

Stamford,  CT  06904 

203-329-8700 

CEO:  David  T  Keams 
Office  equipment 

West  Point-Pepperell 

PO  Box  71 

West  Point,  GA  31833 

404-645-4000 

CEO:  Joseph  L  Lanier  Jr 

Consumer  products-home  furnishings 

Textiles 

Whittaker 

10880  Wilshire  Boulevard 

Los  Angeles,  CA  90024 

213-475-9411 

CEO:  Joseph  F  Alibrandi 
Diversified  companies-conglomerates 
Health  care-products 

Yellow  Freight  System 
10990  Roe  Avenue 
Overland  Park,  KS  66207 
913-345-3000 

CEO:  George  E  Powell  Jr 
Surface  transportation-truckers 

Western  Savings  &  Loan  Association 
3443  North  Central  Avenue 
Phoenix,  AZ  85012 
602-248-4600 

CEO:  Gary  H  Driggs 
Thrift  institutions 

Wickes  Cos 

3340  Ocean  Park  Boulevard 

Santa  Monica,  CA  90405 

213-452-0161 

CEO:  Sanford  C  Sigoloff 
Specialty  retailers-miscellaneous 

Zayre 

770  Cochituate  Road 

Framingham,  MA  01701 

617-620-5000 

CEO:  Maurice  Segall 

General  retailers-discount  and  variety 

Western  Union 

1  Lake  Street 

Upper  Saddle  River,  NJ  07458 

201-825-5000 

CEO:  Robert  S  Leventhal 
Telecommunications-carriers 

Willamette  Inds 
1300  SW  Fifth  Avenue 
Portland,  OR  97201 
503-227-5581 

CEO:  William  Swindells  Jr 

Paper 

Building  materials-lumber 

Zenith  Electronics 
1000  Milwaukee  Avenue 
Glenview,  IL  60025 
312-391-7000 

CEO:  Jerry  K  Pearlman 
Consumer  products-appliances 
Electronics-equipment 

Westinghouse  Electric 
Westinghouse  Building 
Pittsburgh,  PA  15222 
412-244-2000 

CEO:  Douglas  D  Danforth 

Diversified  cos-multicompanies/Electrical 

equipment/ Aerospace  and  defense 

Williams  Cos 
One  Williams  Center 
Tulsa,  OK  74172 
918-588-2000 

CEO:  Joseph  H  Williams 

Natural  gas  utilities-producers  and  pipelines 

Specialized  chemicals 

Zions  Utah  Bancorporation 
1190  Kennecott  Building 
Salt  Lake  City,  UT  84133 
801-524-4787 

CEO:  Roy  W  Simmons 
Banks-Southwest 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


Not  a  New  Issue  /  April  8, 1985 


199,311  Units 


International  Harvester  Company 

$199,311,000  1314%  Senior  Notes  due  1995 

With  Series  B  Warrants  to  Purchase  7,972,440  Shares  of  Common  Stock 


Each  Unit  offered  consists  of  one  131/4%  Senior  Note  due  1995  in  the  principal  amount  of  $1,000 

and  40  Series  B  Warrants  each  for  the  purchase  of  one  share  of  International  Harvester's 

Common  Stock  at  a  price  of  $9.00,  subject  to  adjustment.  The  Warrants  will  expire 

December  31, 1990.  The  Senior  Notes  and  Warrants  will  be  separately  transferable 

within  a  short  period  of  time  following  the  offering. 


Price  $1,000  Per  Unit 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


Shearson  Lehman  Brothers  Inc. 


Life  begins 

at5tt 


It's  not  just  that  life  expectancy  is  higher 
in  recent  years. 

It's  also  that  growing  numbers  of  men  and 
women  are  expecting  more  of  life  as  they 
pass  50— and  fulfilling  those 
expectations. 

TV,  magazines  and  newspapers  are  now 
spreading  the  word  that  mature 
Americans  are  a  very  vigorous  and  vital 
part  of  our  society. 

This  is  hardly  news  to  Modern  Maturity 
—  the  magazine  that  talks  directly  to 
22,400,000  active,  interested  readers. 

The  ones  that  other  media  only  talk 
about. 

Modern  Maturity 

America's  3rd  largest  magazine. 


"Of  course  I'm  sure,  I  read  it 
in  Business  Week  Internationa 

Marisa  Bellisario 
Chief  Executive 
Italtel  Societa 
Italiana  Telecomunicaa 

Marisa  Bellisario  is  the  chief  execui 
tive  of  Italy's  largest  telecommunica-  • 
tions  manufacturing  company.  And  n 
one  knows  better  than  she  that  no  matB 
what  a  company's  national  origin,  it  hi 
to  be  international  in  outlook  to  prosp; 

In  just  the  last  three  years,  she  has  i 
explored  partnerships  with  companies 
in  the  U.  S.,  Japan  and  France  as  welll 
as  her  native  Italy 

That's  why  she  and  thousands  of  oth 
top  executives  worldwide  use  Business 
Week  International  as  a  source  of  accu 
rate  information,  expert  interpretation 
and  unique  insight  on  the  fast-changii 
world  of  international  business. 

And  why  both  our  readers  and  oun 
advertisers  agree  that  one  authoritativ 
voice  stands  out  clearly  above  the  dim 
of  worldwide  business  news. 

Business  Week  International. 

■%INTERNATIONAL|>fl  ■ 

BusinessWeek; 

TOE  VOICE  OF  AUTHORIT 


©  1984.  McGr 


By  Ben  Weberman 


Capital  Markets 


You  can  drown  in  a  river  with  an  aver- 
age depth  of  one  foot.  What  does  that 
have  to  do  with  interest  rates?  Plenty. 

AVERAGES 
DON'T  COUNT 


tors  over  those  deep  holes. 

Few  analysts  and  economists 
comprehend  this.  They  look  at  the 
big  picture  and  conclude  that  things 
are  fine.  They  don't  look  at  the  com- 
panies verging  on  failure.  It  didn't 
take  much  of  a  loss  to  push  those 
Ohio  thrifts  into  illiquidity. 

There  are  other  reasons  the  Fed 
won't  tighten  up.  Take  the  dollar, 
for  example,  which  topped  out  in 
March.  Contrary  to  popular  opin- 
ion, I  don't  think  the  decline  in  the 
dollar  is  about  to  add  to  inflation. 
Worries  about  that  possibility  strike 
me  as  overblown. 

The  fact  is,  the  rising  dollar  did 
more  to  fill  the  pockets  of  foreign 
manufacturers  than  to  hold  down 
prices  in  the  U.S.  Raw  materials 
produced  offshore,  such  as  metals, 
might  have  cost  less.  But  Mercedes, 
say,  had  one  price  for  Germans  and 
Africans  and  a  much  higher  one  for 
foolish  Americans. 

That  means  a  declining  dollar 
won't  increase  the  price  of  a  Mer- 
cedes very  much — or  that  of  a  Bur- 
berry trench  coat  from  Britain,  or  a 
Sony  VCR.  It  will  simply  reduce  the 
profits  earned  in  the  U.S.  by  manu- 
facturers abroad. 

In  short,  both  the  positives  and 
the  negatives  are  working  to  push 
the  Fed  toward  a  more  accommoda- 
tive stance,  not  a  tougher  one.  Since 
the  declining  dollar  won't  cause 
substantial  inflation,  there  is  no 
need  to  tighten  up  and  cause  inter- 
est rates  to  rise  in  order  to  restrain 
credit  growth  merely  because  Ml 
and  M2  and  their  various  subcate- 
gories are  rising  rapidly.  On  the  con- 
trary, there's  every  reason  for  the 
Fed  not  to  do  this.  It  would  be  dan- 
gerous, given  the  weaknesses  and 
strains  evident  in  the  economy. 

Whether  the  Fed  eases,  or  merely 
allows  events  to  run  their  course  in 
the  credit  markets,  the  current  slow 


MONEY  &  INVESTMENTS 


The  current  economy  is  very  much 
like  a  river  that  has  an  average 
depth  of  one  foot  but  also  has  a  lot  of 
dangerous  deep  spots.  Overall, 
things  are  strong  and  profitable.  But 
hidden  deep  spots  are  everywhere. 
The  farmers  and  their  suppliers,  for 
example.  Or  oil  companies  and 
their  suppliers.  Or  capital  goods 
producers.  They're  all  up  to  their 
necks  or  in  over  their  heads. 

Then  there  are  the  thrifts.  The 
shaky  condition  of  the  Ohio  indus- 
try is  symptomatic  of  how  weak  the 
group  is  nationally.  Banks,  too,  are 
in  deep  trouble.  Barely  a  week  goes 
by  without  an  announcement  from 
the  Federal  Deposit  Insurance  Corp. 
about  another  bank  with  large 
amounts  of  brokered  deposits  that 
has  been  closed  down. 

What's  the  point?  Just  this:  The 
Federal  Reserve,  in  setting  mone- 
tary policy,  can't  afford  to  act  on  the 
overall  health  of  the  economy  in 
strictly  macro  terms,  as  strong  and 
healthy  as  the  big  picture  is.  The 
Fed  is  steering  a  tricky  course  to 
avoid  those  deep  spots  under  the 
tranquil  surface. 

That's  why  it  can't — and 
shouldn't — tighten  credit  just  be- 
cause most  people,  and  most  sectors 
of  the  economy,  are  doing  well.  In 
fact,  it  must  be  prepared  to  ease  up 
occasionally  to  help  troubled  sec- 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


economic  growth  should  bring  low- 
er interest  rates,  both  short  term 
and  long  term.  With  this  in  mind, 
how  should  you  approach  fixed-in- 
come investments? 

Certain  general  rules  stand  out. 
Go  at  least  to  the  point  in  maturity 
where  the  yield  curve  flattens  out. 
This  is  about  six  years  for  Trea- 
sury s.  The  curve  rises  from  10%  at 
one  year  to  11.5%  at  six  years  and 
then  moves  up  to  little  more  than 
11.75%  at  30  years. 

In  the  tax-exempt  market,  the 
yield  curve  goes  up  most  steeply 
from  5.5%  in  one  year  to  7.75%  in 
six  years,  continues  to  move  higher, 
to  9.75%  in  20  years,  and  only  then 
begins  to  flatten  out. 

If  taxable-interest  securities  fit 
your  budget,  buy  whatever  maturity 
beyond  six  years  best  fits  your  per- 
sonal financial  needs.  The  rate  of 
return  will  be  about  the  same.  The 
major  difference  is  that  the  longer 
the  maturity,  the  longer  today's 
yield  is  locked  in. 

However,  longer  bonds  move  fur- 
ther in  price  for  each  1  %  change  in 
prevailing  interest  rates.  Anyone 
who  plans  to  sell  out  prior  to  matu- 
rity should  keep  in  mind  the  poten- 
tial for  capital  gain  or  loss.  If  inter- 
est rates  move  down  1%  in  one 
year,  a  six-year  11  lA%  note  pur- 
chased today  at  100  would  trade  at 
103.81,  as  would  a  five-year  note 
yielding  10.5%.  A  30-year,  ll3/4% 
bond  trading  next  year  to  yield 
10.75%  would  sell  at  108.85. 

Bonds  trading  at  a  deep  discount 
move  the  most  in  price.  Take  the 
Treasury  77/ss  of  November  2007. 
They  trade  currently  around  70  to 
yield  11.65%  to  maturity  with  a 
current  yield  of  11.25%.  The  yield 
to  maturity  is  lower  than  for  current 
coupon  bonds  because  the  apprecia- 
tion to  redemption  at  par  will  have 
capital  gains  tax  treatment.  The 
price  would  rise  10%  on  a  1%  drop 
of  the  yield.  The  current  coupon 
long-term  bond  would  pick  up 
8.85%  in  price,  and  the  six-year  is- 
sue would  rise  3.8%. 

Because  of  the  shape  of  the  tax- 
free  yield  curve,  it  is  really  advisable 
to  go  out  to  the  20-year  maturity 
range  to  take  greatest  advantage  of 
today's  prevailing  yields.  There  is 
more  than  a  4%  improvement,  from 
5.5%  to  9.75%,  by  taking  advantage 
of  the  longest  issues. 

Buy  bonds.  Buy  long.  ■ 
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Whither  the  market?  Look  at  the  Sixties. 
History  may  not  always  repeat,  but  inves- 
tor psychology  usually  does. 

GENERATION  GAP 


By  David  Dreman 


Where  is  this  market  heading?  The 
answer,  seemingly  a  cinch  only  a 
month  or  two  back — new  high 
ground  daily — is  anything  but  obvi- 
ous now.  Today's  stock  action  ap- 
pears more  than  a  touch  schizoid,  as 
some  sectors  remain  within  strik- 
ing distance  of  alltime  highs,  while 
others  are  in  a  state  of  free-fall. 

Is  it  possible  to  make  sense  of  the 
confusion?  My  answer  is,  yes.  If  I 
am  right,  the  market  will  move 
higher  but  in  nothing  like  a  uniform 
manner.  The  closest  parallel  to  this 
market  was  back  in  the  early  Six- 
ties. While  nobody  says  history  al- 
ways repeats,  investor  psychology 
usually  does,  and  the  psychology  to- 
day is  remarkably  similar  to  that  of 
two  decades  ago. 

For  those  of  you  who  are  too 
young  to  remember — or  claim  to 
be — let's  look  back  briefly.  In  1962, 
just  as  in  1983-84,  the  high-tech, 
small-capitalization  bubble  had  just 
broken  badly,  washing  away  thou- 
sands of  players.  Just  like  those  of 
the  recent  past,  speculators  of  that 
generation  were  mesmerized  by 
payoffs  that  were  high  to  spectacu- 
lar, and  were  convinced  that  fast- 
track  stocks  were  the  sure  way  to 
coin  money.  Then,  as  now,  the 
more  esoteric  the  concept,  the  high- 
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er  the  P/E  ratio.  Companies  with 
even  the  remotest  association  to 
iconoscopes,  particle  accelerators, 
semiconductors  or  photoelectric 
cells  would  make  bundles  for  any- 
one smart  enough  to  catch  them 
early.  That  generation,  too,  assidu- 
ously avoided  blue-chip  stocks, 
"buggy-whip  companies,"  as  they 
were  at  times  contemptuously 
called.  One  money  manager  of  the 
time  summed  it  up  when  inter- 
viewed by  Forbes:  "Excitement, 
not  solidity,  is  what  makes  stock 
move  now." 

When  the  inevitable  crash  came 
in  1962,  over  $400  billion  in  today's 
purchasing  power  was  wiped  out  in 
months,  and  many  of  the  "new 
breed"  had  to  find  their  excitement 
driving  cabs,  tending  bar  or  selling 
shoes.  And  what  of  those  poor  bug- 
gy-whip companies?  The  "tired  old 
Dow"  went  on  to  new  highs,  nearly 
doubling  in  the  next  three  years. 

The  go-go  stocks  of  the  late  Sev- 
enties and  early  Eighties  also  be- 
came inanely  overpriced  after  an  al- 
most identical  period  of  wild  specu- 
lation. When  the  day  of  reckoning 
came,  the  declines  were  every  bit  as 
shattering  as  the  earlier  ones  had 
been.  Another  generation  had  spun 
out  on  the  fast  track. 

This,  then,  is  why  I  see  the  two 
eras  as  being  so  similar.  When  peo- 
ple are  badly  burned,  they  move 
away  from  the  table.  You  can  bet 
not  many  chips  will  be  placed  on 
fast-track  stocks  for  some  time;  in- 
vestor psychology  doesn't  change 
quickly.  Rather,  there's  a  good  pos- 
sibility that  increasing  attention 
will  focus  on  solid  big  caps  with 
growing  earnings  and  dividends. 

This  is  exactly  what's  been  hap- 
pening up  to  now.  Again,  today's 
buggy-whip  companies  in  the  S&P's 
^00  aren't  doing  half  badly.  This 
rage  has  doubled  (dividends  in- 


cluded) in  the  past  five  years,  beat- 
ing bonds,  T  bills,  art  deco  and  al- 
most everything  else  in  sight.  In  the 
first  quarter  it  was  up  another  10%, 
near  new  record  ground,  as  many  of 
the  smaller  caps  continue  to  flame 
out.  There's  also  a  good  chance  of 
more  of  the  same  ahead.  Earnings  of 
the  Forbes  and  S&P's  500s  are  likely 
to  continue  to  grow,  with  an  im- 
proving economy,  inflation  holding 
at  lower  rates  and  stocks  still  rea- 
sonably priced. 

So  what  to  buy?  One  of  my  first 
inclinations  would  be  to  look  at 
some  of  the  large  technology  com- 
panies. Inevitably  after  a  blowout, 
investor  psychology  carries  stocks 
from  levels  of  significant  overvalua- 
tion to  one  of  bargain  prices.  Here 
are  three  stocks  worth  considering: 

Honeywell  (58),  a  major  manufac- 
turer of  computer  and  control  sys- 
tems, took  a  one-time  loss  of  $  1 . 1 5  a 
share  in  1984,  closing  its  semicon- 
ductor division,  which  had  a  large 
stake  in  the  loss-leading  videogame 
market.  With  strong  operations  in 
its  highly  profitable  control  divi- 
sions and  improvements  in  aero- 
space and  defense,  earnings  should 
show  a  10%  gain  in  1985.  The  stock 
trades  at  a  P/E  of  9  and  yields  3.3%. 

International  Business  Machines 
(127),  the  classic  growth  company, 
is  approaching  a  buying  range.  Cur- 
rently trading  a  hair  above  the  mar- 
ket's P/E,  because  of  estimated  flat 
first-half  earnings  as  well  as  the  dis- 
continuation of  its  Peanut,  the  com- 
pany should  show  a  15% -plus  gain 
in  the  second  half.  When  viewed 
against  the  higher  P/Es  of  many  cy- 
clicals, the  stock  looks  cheap.  If  the 
panic  in  technology  continues,  it 
will  fall  to  bargain-basement  prices. 
IBM  has  a  P/E  of  12  and  yields  3.5%. 

Texas  Instruments  (111),  a  prime 
technology  company,  is  experienc- 
ing intense  competition  in  semi- 
conductors. With  better  inventory 
balance  in  the  second  half,  earnings 
should  begin  to  turn  up  and  show 
another  gain  next  year.  TI  trades  at 
9  times  earnings  and  yields  1.8%. 

Okay,  we  all  have  to  learn  from 
our  own  experience.  Why  should 
this  generation  of  fast-track  players 
be  any  different?  After  the  blowup 
of  the  last  go-go  market,  less-risky, 
low-P/E  stocks  with  good  prospects 
now  look  like  a  heck  of  a  lot  better 
way  to  make  money  for  many 
folks.  ■ 
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Why  Value  Line  Pinpoints  these... 

400  STOCKS  TO  AVOID 
OR  SELL  NOW! 

Plus  100  stocks  that  may  outperform  most  others  in  the  next  12  months 


In  view  of  current  stock  market  conditions,  right  now  is  the  time  to 
"clean"  your  portfolio  of  the  most  vulnerable  stocks  .  .  .  the  ones 
which— if  clung  to— might  have  a  devastating  effect  on  your  overall 
investment  results  in  the  months  directly  ahead. 

The  Value  Line  Investment  Survey  is  expressly  designed— perhaps 
more  effectively  than  any  other  advisory  service— to  help  you  deter- 
mine on  an  always-current  basis  .  .  . 

a)  which  of  the  1 700  leading  stocks  under  continuing  review  of- 
fer the  strongest  market-performance  prospects  relative  to 
all  the  others,  and  .  .  . 

b)  which  of  these  1700  stocks  have  the  weakest  market-per- 
formance prospects. 

More  Specifically: 

Among  the  1700  stocks  under  intensive  year-round  study  by  Value 
Line's  70  research  specialists,  400  are  now  ranked  Lowest  (5)  or 
Below  Average  (4)  for  relative  Probable  Market  Performance  in  the 
next  12  Months. 

These  low-ranked  stocks,  clearly  specified  in  each  weekly  edition  of  the 
Value  Line  Survey,  are  deemed  likely,  by  our  research,  to  go  up  less  or 
down  more  than  the  rest  of  the  1 700  stocks  in  the  1 2  months  immediately 
ahead— ^depending  on  the  general  trend  of  the  market.  The  400  stocks 
we  believe  should  be  avoided  or  sold  now  (although  a  number  of  them 
have  favorable  longer-term  prospects)  include  some  of  the  leading 
names  in  the  industry — such  as  Federal  Express,  Purolator  Courier,  and 
Western  Union  Corp.,  to  cite  a  few. 

At  the  upper  end  of  the  ranking  scale,  100  stocks  are  now  ranked 
Highest  (1)  for  relative  Probable  Market  Performance  in  the  next  12 
Months.  These  top-ranked  stocks— which  we  believe  merit  careful 
purchase  consideration  at  this  time— are  expected  to  give  the  best 
year-ahead  price  performance— to  go  up  more  or  down  less  than  the 
rest  of  the  1700  stocks. 

With  the  Value  Line  rankings — updated  every  week — you  can  im- 
mediately check  where  any  of  the  stocks  of  interest  or  concern  to  you 
now  stands  in  the  ranks  for  next-12-months  Probable  Market 
Performance,  as  follows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (Below  Average) 

100  stocks  are  ranked  5  (Lowest) 

Note:  Not  every  stock  will  always  perform  in  accordance  with  its  rank. 
But  it  is  a  fact  that  favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  remarkable  consistency 
since  the  ranking  system  was  introduced  in  1965. 
While  past  performance  can  never  guarantee  future  success,  this 
record  of  19  years  of  successful  discrimination  suggests  that  you  can 
tilt  the  investment  probabilities  in  your  favor  by  using  the  Value  Line 
ranks. 

Updated  Every  Week 

Every  week,  Value  Line's  regular  Summary  &  Index  presents  up- 
to-date  ratings  of  EACH  of  1700  stocks  relative  to  all  the  others,  as 
follows: 

a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5  (Lowest). 

b)  Ratings  for  Investment  Safety  (from  1  down  to  5). 
>c)     Estimated  Yield  in  the  Next  12  Months. 

;  d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  years— show- 
ing the  future  "target"  price  range  and  percentage  change  from 
current  price. 

P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and 
dividends  in  current  12  months.  Also  latest  quarterly  results 
against  a  year  age 


e) 


Special  Invitation 


You  can  receive  the  complete  Value  Line  Investment  Survey  (with  30-day 
money-back  guarantee)  for  the  next  1 0  weeks  for  only  $50 — about  HALF 

i  the  regular  rate — if  no  one  in  your  household  has  subscribed  in  the  past 

jtwo  years.  And  you  get  these  bonuses: 


BONUS  #1— Value  Line's  2000-page  Investors 
Reference  Service,  including  our  latest  full-page 
Reports  on  all  1 700  stocks  . . .  fully  indexed  and 
looseleaf-bound  for  easw  reference,  and  sys- 
tematically updated  by  new  full-page  reports  in  the 
weeks  ahead.  Filing  takes  but  a  minute  a  week. 


BONUS  #2— A  Subscriber's  Guide  by  Arnold 
Bernhard,  Value  Line's  founder  and  research  chief, 
revealing  methods  of  stock  evaluation  that  took  dec- 
ades to  develop.  You  KEEP  this  book  even  if  you 
return  the  other  material  for  your  money  back. 


The  Value  Line  Ranks  suggest  that  halt  of  these  stocks  may  well 
lag  the  market  in  the  next  12  months. 

No  fewer  than  half  the  stocks  listed  below  are  currently  rank- 
ed 4  (Below  Average)  or  5  (Lowest)  for  Probable  Price  Perform- 
ance in  the  Next  12  months— relative  to  all  1700  stocks  under 
review  by  The  Value  Line  Investment  Survey.  The  other  stocks 
are  ranked  highest.  (Value  Line  2/8/85.) 


Amer.  Greetings 
Anchor  Hocking 
Avery  Int'l.  Corp. 
Bally  Mfg.  Corp. 
Baiter  Travenol  Labs. 
Blair  (John)  I  Co. 
Castle  &  Cooke 
Chemical  New  York 
Delta  Air  Lines 
Denison  Mines  'A' 
Digital  Equipment 
Farmers  Group 


Federal  Express 

GAF  Corp. 

Gen'l  Refractories 

Global  Marine 

Hasbro-Bradley 

Helene  Curtis 

Int'l.  Business  Mach. 

Iroquois  Brands 

Kenai  Corp. 

Key  Pharmaceutical 

Lomas  &  Nettleton  Fin'l. 

Lynch  Communic. 


Merrill  Lynch  t  Co. 
MGM/UA  Entertainment 
Mitel  Corp. 
N.Y.  Times  Co. 
Nike,  Inc.  "B" 
Ogilvy  I  Mather  Int'l. 
Oneida  Ltd. 
Orion  Pictures  Corp. 
Paine  Webber  Group 
Purolator  Courier 
Rite  Aid  Corp. 
Rockwell  Int'l.  Corp. 


Standard-Pacific 
Subaru  of  America 
Telei  Corp. 
Tootsie  Roll  Ind. 
lorchmark  Corp. 
Union  Carbide 
United  Merchants 
Verbatim  Corp. 
Western  Union  Corp. 
Wyle  Labs. 
Zayte  Corp. 
Zimmer  Corp. 


As  you  can  see,  the  list  above  includes  the  stocks  of  many 
highly  successful  companies  that  are  leaders  in  their  fields.  This 
helps  to  point  up  an  important  principle:  Don't  confuse  the 
quality  of  a  company  with  the  timeliness  of  its  stock. 

The  performance  ranks  outlined  above  are  just  a  small  part- 
though  a  very  vital  part— of  what  you  receive  every  week  in  the 
Value  Line  Survey.  Here's  an  overview  of  this  extraordinary  in- 
vestment service  which  now  has  more  than  100,000  subscribers 
and  clearly  dominates  its  field  in  terms  of  number  of  subscribers 
and  total  subscription  revenues. 


CALL  TOLL-FREE: 

If  you  have  MasterCard,  American  Express  or  Visa, 

phone  1-80O-633-2252  (Ext.  281)  24  hrs  7  days  a  week. 


The  Value  Line  Investment  Survey 

711  Third  Ave.,  N.Y.,  N.Y.  10017  Department:  316M29 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $50  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 
O  Begin  my  1-Year  (52  issues)  subscription  lor  $395  and  send  me  the  two 
bonuses  listed  above.  There  are  no  restrictions  with  this  annual  subscrip- 

SPECIAL  EXTRA  BONUS  ■  . , 

A  pocket-size  CREDIT  CARD  LCD  CALCULATOR  given  |H»'""I™„?.' 
to  you  when  you  order  The  Value  Line  Investment  Sur-  i  o  =  ...>. 
vey  lor  one  year.  """"  555SIS 

□  My  payment  is  enclosed. 

D  Please  charge  to:  D  American  Exp.  D  Master  Card  □  Visa 

Expiration  Date 

Account  # 

This  subscription  is  tax-deductible  and  non-assignable. 

(N.Y.  residents  add  sales  lax.)  Allow  4  to  6  weeks  for  delivery. 


Signature 

Name 

Address 

Apt    No 

City 

State 

Zip 

By  Stanley  W.  Angrist 


Commodities 


According  to  the  data,  one  way  to  lower 
the  risk  of  an  investment  portfolio  is  to  in- 
clude a  managed  commodities  account. 

USING  RISK 
TO  HEDGE  RISK 


against  the  unmanaged  S&P's  500. 
In  Forbes'  most  recent  study  of  mu- 
tual funds,  the  Forbes  stock  fund 
composite  had  an  annual  return 
15%  higher  than  the  S&P's  500.) 

The  standard  deviation  of  the 
monthly  rate  of  return  is  a  measure 
of  the  risk  associated  with  an  in- 
vestment. The  ratio  of  the  monthly 
mean  return  to  the  standard  devi- 
ation yields  a  modified  version  of 
the  Sharpe  ratio,  a  widely  used  mea- 
sure of  reward  to  risk. 

As  you  might  expect,  futures 
alone  have  a  higher  return  and  a 
higher  risk  than  stocks  alone.  But 
combined  portfolios  have  much  bet- 
ter reward/risk  ratios  than  stocks  or 
futures  alone.  For  example,  the  40% 
futures/60%  stocks  allocation  be- 
tween futures  and  stocks  has  a  re- 
turn about  one-third  higher  than 
stocks  alone  but  with  lower  risk.  Its 
modified  Sharpe  ratio  is  0.38,  while 
stocks  alone  have  a  ratio  of  0.27, 
futures  alone  0.25. 

This  effect  is  attributable,  at  least 
in  part,  to  the  negative  correlation 
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Peter  F.  Matthews,  a  successful 
manager  of  several  publicly  offered 
commodity  funds,  makes  an  inter- 
esting case  for  including  a  managed 
futures  account  in  clients'  risk  fund 
portfolios.  He  updated  a  study  done 
by  the  late  John  Lintner  of  Harvard, 
who  several  years  ago  found  that 
inclusion  of  managed  futures  in  an 
investment  portfolio  could  raise  a 
portfolio's  rate  of  return  measurably 
with  no  increase  in  risk. 

Matthews  used  the  Leading  Man- 
agers Index  (LMI)  compiled  by  Man- 
aged Account  Reports,  a  newsletter 
that  tracks  commodity  money  man- 
agers. That  index,  which  is  used 
widely  as  a  benchmark  for  measur- 
ing the  performance  of  private  pools 
and  individual  managed  accounts, 
is  an  unweighted  arithmetic  aver- 
age of  the  performance  of  ten  pri- 
vate pools,  each  of  which  has  been 
trading  since  at  least  March  1979. 
Thus  it  can  serve  as  a  proxy  for  the 
returns  from  an  investment  in  a 
managed  futures  account. 

The  Standard  &  Poor's  500  Index 
adjusted  for  dividends  was  used  as  a 
measure  of  the  return  from  stocks. 
Using  the  LMI  and  the  S&P's,  it  was 
possible  to  compare  the  two  modes 
of  investment.  (The  study  can  be 
criticized  for  comparing  the  results 
of     managed     commodity     funds 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets 


between  stocks  and  futures.  The  fu- 
tures index  hit  its  interim  peak  in 
September  1982,  shortly  after  the 
stock  market  began  its  major  ad- 
vance. The  chart  shows  the  results 
of  investing  $1  in  the  S&P's  500,  vs. 
40  cents  in  the  LMI  and  60  cents  in 
the  S&P's  500  over  a  five-year  peri- 
od. Clearly  the  combined  portfolio 
shows  much  smoother  and  steadier 
growth  while  getting  higher  returns 
for  less  risk. 

Lumber  wholesalers  and  retailers 
seem  to  have  been  more  cautious 
than  a  year  ago  in  rebuilding  their 
inventories  for  spring  sales  to  build- 
ers. In  addition,  recently  the  Cana- 
dian dollar  plunged  about  6% 
against  the  U.S.  dollar,  which  trans- 
lates into  a  cut  of  about  $10  per 
thousand  board  feet  for  lumber. 
This  will  probably  mean  increased 
production  at  Canadian  mills  as 
they  try  to  maintain  dollar  volume. 
And  any  uptick  in  interest  rates 
would  also  tend  to  put  additional 
bearish  pressure  on  lumber  prices. 

For  these  reasons  I  would  consid- 
er trying  a  bear  spread  in  lumber  of 
buying  September  while  selling 
July,  with  September  at  no  more 
than  a  700-point  premium.  I  would 
look  for  a  700-point  profit  ($910  per 
spread)  while  risking  no  more  than 
350  points  ($455  per  spread).  Be- 
cause of  seasonal  tendencies  this 
spread  should  be  exited  no  later 
than  mid-June.  The  margin  on  this 
spread  is  $250,  while  the  round-turn 
commission  would  be  about  $50  at 
a  discounter.  ■ 


One  way  to  beat  the  averages? 


The  chart  shows  the  results  of  investing  $1  in  the  S&P's  500  versus  speculating 
in  the  commodities  market  via  a  managed  account  and  investing  in  the  S&P's 
500  over  the  past  six  years.  In  the  latter  case  40  cents  is  in  the  futures  market,  60 
cents  is  in  the  S&P's.  Dividends  are  included  in  the  S&P's  calculations. 
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2.00 
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Value  of  $1  investment 


40%  futures/60%  S&P's  500 
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NEEDS  OF  THE 

INVESTOR 


Each  month,  Wall  Street  Computer  Review 

provides  the  serious  investor  with  the 
latest  "hands-on"  information  about 
computer  hardware,  investment  software, 
computerized  trading  products  and 
on-line  data  bases. 
We  tell  you  in  an  informa- 
tive manner  what  products 
and  services  Wall  Street  pro- 
fessionals are  using  to  get  an 
edge.  We  cover  products 
designed  for  use  in  the  equi- 
ties, bond,  commodities,  futures 
and  government  securities  mar- 
kets. Nowhere  else  will  you  find 
the  type  of  information  contained 
in  the  Wall  Street  Computer 
Review. 
Whether  it's  using  a  personal  com- 
puter in  portfolio  management,  com- 
modities or  stock  trading;  tracking  the 
futures  market  or  option  spreads;  or 
doing  your  own  research  and  analysis, 
Wall  Street  Computer  Review  is 
the  monthly  magazine  that  can  give  you 
the  investment  and  trading  edge. 
Get  the  Wall  Street  Computer  Review 
advantage.  Simply  fill  out  the  order  form  and 
send  it  to  us  today  or  call  (212)  227-1200.  For 
only  $39  we  will  send  you  this  information  packed 
magazine  for  a  full  year.  This  is  a  limited  time  offer. 


ACT  NOW! 

MAIL  THIS  COUPON  TODAY! 

The  Wall  Street  Computer  Review  brings 
to  you  every  month  complete  information 
on  what's  new  in  personal  computers,  in- 
vestment and  trading  software  and  on-line 
data  bases.  It's  the  guide  to  hassle-free 
buying  and  the  easy  way  to  learn  how  to 
use  new  computer  products  and  services. 
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Psychology  &  Investing 


Retailers  are  getting  good  traffic,  but  they 
aren't  getting  the  orders.  Here's  why. 

GIVE  ME  NOVELTY 
—OR  ACAPULCO 


By  Srully  Blotnick 


Commerce  Department  statistics 
show  strong  retail  sales,  but  more 
than  two-thirds  of  the  retailing  ex- 
ecutives I  have  interviewed  recently 
say  they  are  not  feeling  the  good  of 
it  in  their  stores.  This,  in  essence,  is 
what  they  tell  me:  "Sure,  cars  and 
VCRs  are  selling  well — in  fact,  very 
well — but  soft  goods  of  all  kinds  are 
in  a  slump.  Everything,  from  men's 
and  women's  clothes  to  shoes  and 
handbags,  is  dying  on  the  rack.  The 
customers  look — we're  getting  the 
traffic — but  they  don't  buy." 

The  majority  of  retailing  execu- 
tives seem  content  with  a  simple 
explanation:  "Consumers  spent 
what  they  had  and  now,  having  tak- 
en on  substantial  new  debt,  they  are 
tapped  out."  With  furniture,  stereos 
and  other  big-ticket  consumer  dura- 
bles taking  so  large  a  portion  of  con- 
sumer dollars,  the  argument  goes, 
there  isn't  much  left  over  for  shirts, 
coats  and  other  basics. 

However  logical  that  argument, 
it's  only  part  of  the  story.  The  con- 
sumers I  have  been  monitoring  are 
not  tapped  out.  They  are  bored,  or 
confused,  by  what  the  soft-goods 
merchants  offer. 

"Everything  looks  the  same  to 
me,"  is  a  typical  comment  I  hear. 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The  Pri- 
vate Lives  of  Successful  Career  Women,  just 
published,  and 'The  Corporate  Steeplechase: 
I'redictable  Crises  in  a  Business  Career. 


"There's  so  much  of  it,  and  I  can't 
tell  one  designer's  line  from  an- 
other's anymore."  And,  surprising- 
ly, the  majority  griped  that  there  is 
too  much  merchandise  in  the  de- 
partment stores.  That  is  surprising 
because  American  consumers  had 
never  before  complained  to  me  of, 
say,  too  wide  a  selection  of  food  in 
the  supermarket.  Generally  speak- 
ing, they  love  being  able  to  choose 
and  have  repeatedly  demonstrated  a 
willingness  to  try  new  products. 

What's  going  on  here?  Apparel 
manufacturers  have  been  trying  so 
hard  to  "give  the  customer  what  she 
wants"  that  they  have  wound  up 
giving  her  last  season's  bestsellers — 
again.  She  looks  at  the  groaning 
racks,  has  a  sense  of  deja  vu  and 
spends  her  money  on  a  vacation  in 
Acapulco  or  London.  Harrods  winds 
up  with  her  dollars,  not  Saks. 

And  the  answer  to  boredom  is  not 
the  avant  garde.  The  stores  are 
showing  "outrageous  new  stuff,"  as 
one  veteran  shopper  told  me,  but 
those  offerings  are  more  of  a  draw- 
back than  a  plus.  One  comment: 
"It's  just  too  trendy  and  will  be  out 
of  style  before  I  finish  paying  for  it 
on  my  charge  card." 

The  retailers'  solution,  I  think, 
lies  in  a  return  to  service.  Manufac- 
turers and  retailers  make  an  egre- 
gious error  in  assuming  that  women 
(or,  as  we  shall  see,  men)  always 
know  what  they  want.  A  good  many 
do,  but  an  even  larger  number  say 
they  are  willing  to  take  good  ad- 
vice— have  retailers  "dress  them 
from  head  to  toe." 

Men,  too,  have  decreased  their 
soft-goods  purchases,  but  for  a  dif- 
ferent reason.  The  designer  jeans  fad 
has  come  and  gone,  but  it  has  al- 
tered the  clothes-purchasing  habits 
of  business  and  professional  men  to 
a  degree  not  yet  recognized  by  major 
retailers. 
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Designer  jeans  gave  men,  for  the 
first  time,  something  to  wear  that 
was  neither  a  suit  nor  a  pair  of  Le- 
vis. They  wanted  to  be  out  of  their 
suits  when  the  workday  was  done, 
yet  didn't  want  to  drop  all  the  way 
down  the  scale  to  a  pair  of  dunga- 
rees. Designer  jeans,  stylish  and 
prestigious  as  well,  afforded  them  a 
middle  ground.  Men  in  their  30s 
through  50s — prime  suit-buying 
years — wound  up  wearing  each  suit 
less  than  they  otherwise  would 
have,  especially  when  eating  out  on 
weekends  and  evenings  with 
friends.  The  designer  jeans  fad  has 
passed,  but  the  attitudes  it  helped 
foster  have  remained. 

That's  particularly  the  case  for  an 
important  retail  target,  the  frequent 
business  traveler.  "Taking  as  many 
plane  trips  as  I  do  has  really  changed 
the  way  I  dress — and  spend  money 
on  clothes,"  said  the  sales  manager 
of  an  NYSE  manufacturing  com- 
pany. "I  always  used  to  wear  the 
suit  that  I  wanted  to  be  seen  in 
when  I  arrived.  But  flights  are  often 
delayed — the  whole  trip  usually 
takes  longer  than  I  planned — and  I 
get  to  my  destination  looking  like  I 
just  walked  through  a  hedge  back- 
wards. So  now  I  pack  the  suits  that 
I'm  going  to  need.  I  travel  in  a  pair  of 
designer  jeans  or  plain  pants.  I  don't 
look  like  much  on  the  plane,  but  I 
make  a  fresh,  neat  appearance  at  the 
customer's." 

What  can  apparel  manufacturers 
do  to  combat  sluggish  sales?  Inno- 
vate, of  course,  but  that's  easier  said 
than  done.  Every  year  a  steadily  in- 
creasing proportion  of  apparel  is 
produced  offshore.  The  longer  lead 
time  involved  forces  manufacturers 
and  retailers  to  play  it  safe  and  go 
for  "the  sure  thing" — last  season's 
hot  number,  now  available  from  ev- 
ery manufacturer. 

An  industry  survives  now  only  to 
the  extent  that  it  innovates  and  cre- 
ates excitement.  Manufacturing  in 
the  Orient  or  Third  World  countries 
affords  garmentmakers  a  consider- 
able savings  in  labor  costs.  Howev- 
er, a  new  line  of  apparel  generates 
enthusiasm  only  if  it's  designed 
close  to  the  time  it's  to  be  worn. 
The  evidence  that  this  isn't  happen- 
ing can  be  seen  in  the  fact  that  suc- 
cessful new  designer  names  are  now 
rare.  In  short,  the  cost  savings  ap- 
proach may  end  up  jeopardizing  the 
industry's  very  existence.  ■ 
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Four  ways 

Dean  Witter 

can  help  you 

make  the  most  of 

yoursavings. 

It's  not  a  mistake  to  think  of  the  bank  as  a  good  place  to  save.  It's  safe, 
insured,  and  often  right  down  the  block. 

But  for  some  people  (maybe  you),  and  for  some  purposes  (maybe 
yours),  there  may  be  more  attractive  alternatives.  For  example: 

Zero  coupon  bonds.  Saving  for  a  college  education?  "Zeroes"  may 
be  just  the  thing.  They  come  in  a  wide  variety  of  maturities.  At 
current  rates,  they  make  your  money  grow  as  much  as  eight  times  in 
20  years.  And  their  principal  and  interest  are  guaranteed  by  Uncle  Sam. 

Tax-exempt  unit  trusts.  Are  you  in  a  high  tax  bracket?  Dean  Witter 
suggests  you  consider  a  tax-exempt  unit  trust.  None  of  the  interest  you 
earn  here  gets  taxed  by  the  IRS. 

Insured  CD's.  Do  you  prefer  the  insured  CD?  Dean  Witter  offers 
these,  too.  But  you  can  sell  ours  any  time  before  maturity— without  the 
normal  bank  penalty. 

Of  course,  like  most  investments,  if  you  sell  CD's,  unit  trust  shares  or 
"zeroes"  before  maturity,  you  may  get  more  or  less  than  you  paid  for 
them  —  depending  on  market  conditions. 

Money  marketfunds.  Are  you  looking  for  high  current  earnings? 
Then  look  into  the  money  market  funds  at  Dean  Witter.  You  can 
get  at  your  money  almost  instantly  and  with  no  penalties.  And  if  you 
choose,  you  can  get  a  check  for  your  dividends  every  month. 

Find  out  more  about  these  and  many  other  attractive  alternatives. 
Ask  an  Account  Executive  at  any  Dean  Witter  branch  or  any  one  of 
300  Sears  Financial  Network  Centers.  (Many  are  even  open  nights 
and  weekends.) 

Or  call  the  800  number  below  for  more  information.  Right  now. 


CALL  1-800-631-7268,  Ext.  713 
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An 
Advertising 


Stock  Trends 


That's 
Special 


CORPORATE  REPORT 


Special  because  publicly-held 
corporations  can  reach  Ameri- 
ca's most  important  investors  by 
using  Corporate  Report 
Updates  in  Forbes. 

Appearing  once  each  month, 
Corporate  Report  Updates  en- 
ables companies  to  announce 
important  developments  to  the 
astute  investors  who  read 
Forbes.  Moreover,  for  added 
impact,  this  Forbes  advertising 
service  is  positioned  in  the 
popular  "Money  and  Invest- 
ments" section  of  the  magazine. 

Forbes  has  720,000  sub- 
scribers and  a  total  readership 
of  almost  4  million.  92%  of 
Forbes'  subscribers  own  corp- 
orate stock,  with  average  hold- 
ings exceeding  $474,000.  Over 
half  are  involved  with  helping 
others  make  investments  deci- 
sions. Those  others  include  cor- 
porations, institutions,  pension 
funds,  trusts,  and  estates. 

Corporate  Report 
Updates    in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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Five  promising  companies  that  could 
make  your  future — provided  that  you 
dont  sell  too  soon. 

500  TO  1  SHOTS 


By  Ann  C.  Brown 


Wendy's.  Torchmark.  Toys  "R"  Us. 
Federal  Express.  Apple  Computer. 
Just  a  few  of  today's  household- 
name  companies  that  weren't  listed 
among  The  Forbes  500s  five  years 
ago.  Terrific  concepts.  Terrific  com- 
panies that  made  millions  for  their 
founders  and  early  investors  who 
stuck  with  them  during  the  good, 
the  better  and  the  best  of  times.  To 
my  mind,  hanging  in  there  with  a 
great  little  company  until  it  be- 
comes a  great  little  big  company  is 
the  hardest  part  of  investing.  The 
deck  is  stacked  against  you.  If  the 
company  doesn't  falter  or  fold  along 
the  way,  chances  are  you  will  nip 
your  own  prosperity  in  the  bud  with 
or  without  the  help  of  others. 

Most  of  the  big  money  made  from 
the  stock  market  is  the  result  of 
agonizing  patience.  Few  are  reward- 
ed by  "flit-itis" — the  chronic  dis- 
ease of  most  investors  who  jump 
from  stock  to  stock  in  search  of 
instant  riches.  Great  wealth  can 
come  in  several  ways,  but  seldom  is 
it  bestowed  upon  day  traders  and 
options  speculators.  Fortunes  are 
made  by  not  selling  that  quick  dou- 
ble or  triple  but  by  waiting  for  that 
five-star  stock  to  rise  50-fold. 

Why  don't  most  people  hold  on  to 
their  superstocks?  Nerves,  for  one 
reason.  The  fear  of  losing  is  a  formi- 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  managemetit 
firm  of  AC.  Brown  &  Associates. 


dable  one,  and  in  the  case  of  stock 
profits,  the  loss  of  any  counted-on 
gains  can  seriously  affect  retire- 
ment plans,  educational  programs, 
travel  and  other  very  real  and  im- 
portant things  that  cause  savings 
and  investment  in  the  first  place. 
Not  helping,  either,  are  brokers  who 
don't  get  commissions  on  stocks 
bought  and  held.  It  is  in  their  self- 
interest  to  encourage  already  anx- 
ious customers  to  trade  by  repeating 
such  true  but  occasionally  harmful 
statements  as  "You  never  go  broke 
taking  a  profit"  and  "Bears  get  rich, 
bulls  get  rich,  pigs  never  do." 

Death  and  taxes  are  two  other 
reasons  investors  and  their  families 
are  too  soon  parted  from  their  seri- 
ous gainers.  Many  men  and  women 
are  unable  to  put  major  money  into 
the  market  until  late  in  life.  Even  if 
they  buy  right  and  sit  tight,  the  op- 
tions on  their  lives  are  likely  to  ex- 
pire before  their  equity  winners  re- 
alize their  full  potential.  Frequently 
these  holdings  are  sold  for  taxes  or 
scattered  among  young  heirs  more 
interested  in  Maseratis  and  Malibu 
beach  houses  today  than  "maybe" 
fortunes  tomorrow. 

Finally,  there's  the  ego  involve- 
ment that  surrounds  picking  and 
sticking  with  stocks.  Some  people 
are  in  the  market  for  the  challenge. 
Others  want  action:  Something 
happening — anywhere — all  of  the 
time.  Stocks  to  brag  about.  Stocks 
to  gripe  about.  But,  above  all,  stocks 
to  talk  about.  Too  often  stocks  are 
used  as  uncontrolled  substances  to 
create  excitement  highs  in  many 
boring  and  lonely  lives.  Too  often 
stocks  are  asked  to  do  everything  for 
their  holders  except  what  they  are 
intended  to  do — namely,  provide 
the  greatest  return  after  taxes  con- 
sistent with  each  individual's  abili- 
ty to  assume  investment  risk. 

The  odds  against  buying  a  stock 
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in  a  relatively  new  company  and 
still  owning  it  when  the  company 
becomes  one  of  The  Forbes  500s  are 
long,  indeed.  However,  it  can  be 
done.  It  all  starts  with  lucky-with-a- 
capital-L  stock  selection.  lust  for 
fun,  let's  pick  five  companies  full  of 
promise  and  track  them  in  future 
Forbes  500s  Stock  Trends  columns 
to  see  if  and  when  one  or  more 
make  the  list.  All  of  the  companies  I 
have  chosen  are  in  very  different 
"now"  industries.  All  are  relatively 
new  companies,  and  each  enjoys 
major  brokerage  house  sponsorship. 
The  earnings  of  most  of  these  com- 
panies have  been  steadily  up,  and 
each  has  an  estimated  annual  earn- 
ings growth  rate  of  25%  to  30%  or 
more  over  the  next  several  years. 

The  first  candidate  is  Wherehoitse 
Entertainment  Inc.  (27),  recommend- 
ed here  a  couple  of  months  ago 
(Forbes,  Mar.  11)  at  22  a  share  and 
still  a  good  buy.  Fiscal  1986  earn- 
ings estimates  recently  have  been 
bumped  from  $1.65  per  share  to  a 
possible  $2. 

Environmental  Systems  Co.  (3 1  bid 
o-t-c)  has  a  number  of  things  going 
for  it  besides  being  in  the  glamor- 
ous/unglamorous  business  of  waste 
services.  For  one,  Esco  has  devel- 
oped a  mobile  incinerator,  which  is 
a  hot  idea  in  the  industry.  For  fiscal 
1984,  ended  last  October,  Esco 
earned  50  cents  a  share.  This  year 
$1.70  per  share  seems  possible,  as 
does  $2.25  in  fiscal  1986. 

Dionex  (32  bid  o-t-c)  is  number 
one  in  the  world  in  ion  chromatog- 
raphy— a  sophisticated  technique 
by  which  mixtures  are  separated 
into  their  constituents.  For  the  fis- 
cal year  ending  this  June,  the  com- 
pany is  expected  to  report  earnings 
of  $1.35  per  share.  Right  now  fiscal 
1986  looks  like  $1.65  to  $1.70. 

Cincinnati  Microwave  (16  bid  o-t-c) 
is  a  producer  of  automotive  radar- 
warning  devices.  From  1979  to  1984 
the  sales  of  the  company  went  from 
$2  million  to  over  $80  million.  Per- 
share  earnings  for  the  year  ended 
September  1984  were  $1.40,  and 
preliminary  estimates  for  fiscal 
1985  are  for  $1.85  per  share. 

HEI  Corp.  (14  bid  o-t-c)  operates 
acute  care  hospitals — very  profit- 
ably. For  the  year  just  ended,  HEI  is 
estimated  to  earn  $1.15  per  share. 
March  1986  could  see  the  company 
report  $1.40  per  share  or  more.  ■ 
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Add  impact  and  visibility 

to  your  financial 

advertising  campaign  with 

Forbes  Magazine's 

Financial  Special  Advertising 

Supplements 


"  Supplement 


Mini-magazines 
with  a  central 
theme 

Designed  to  highlight 
financial  topics  not  often 
covered  in  Forbes'  regu- 
lar editorial  and  directed 
to  Forbes  readers'  profes- 
sional and  personal  invest- 
ment information  needs, 
Financial  Supplements 
provide  a  valuable  promo- 
tional environment  for 
marketers  and  useful  edito- 
rial for  the  reader. 

By  combining  advertising     Wes^- 
with  support  text  and  graphics,  Supplements 
offer  effective  and  cost-efficient  market  tools 
to  help  you  reach  and  sell  Forbes'  unmatched 
executive  readership. 


Schedule  your  campaign  in  Forbes'  1985 
Financial  Supplements 

Supplement 

Issue  Date 

Ad  Closing 

IRAs  &  Tax  Planning 
Equipment  Leasing  & 
Financing 
Corporate  Finance 

March  11 
March  25 

April  29 
(special 
"500s"  issue) 

January  14 
January  28 
March  4 

Equities 

September  23 

July  29 

Insurance 
Public  Finance 
Employee  Benefits 
Mergers  &  Divestitures 

October  21 
November  4 
November  18 
December  2 

August  26 
September  9 
September  23 
October  7 

Maximize  your  financial 
advertising  investment  yield 

Take  advantage  of 
these  powerful  adve 
tising  vehicles  to 
maximize  your  im- 
pact on  an  audience 
of  nearly  4  million 
highly  affluent  and 
influential  Forbes 
readers. 

Supplement  adver 
tisers  receive  these  sp 
cial  benefits:  Each 
supplement  surround: 
your  message  with 
timely,  authoritative 
text  relevant  to  your  fi 
nancial  service  or  product  •  Reader  service  cai 
listing  helps  you  generate  quality  sales  inqui 
ries  •  Specialized  merchandising  and  marketi:  | 
support  extend  the  value  of  your  advertising 
investment. 

Send  for  your  free  Financial  Supplements  i 
formation  kit  today.  Contact  Arnold  J.  Prives. 
Director  of  Special  Projects,  Forbes  Magazine 
60  Fifth  Avenue,  New  York,  NY  10011.  Tel:  21: 
620-2224. 
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Flashbacks 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


Edited  by  Dero  A.  Saunders 


Forbes  complained  in  1925  that  this  Federal  Trade  Commission  building  housed  over 
300  employees  pestering  business.  By  the  1980s  the  FTC  employed  1,500 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  May  1,  1925) 

"On  the  railroads  and  in  a  number  of 
industries  the  seven-day  work  week 
and  the  365-day  work  year  still  linger. 
They  are  absolutely  indefensible.  Hu- 
man beings  do  not  exist  for  industry. 
Industry  exists  for  human  beings.  It  is 
important  that  we  make  things;  it  is 
infinitely  more  important  that  we 
make  men.  We  cannot  make  the  right 
kind  of  men,  we  cannot  make  the 
right  kind  of  parents,  we  cannot  make 
the  right  kind  of  citizens  under  the 
seven-day  work  week  and  the  365-day 
work  year." 

"As  an  aftermath  of  the  silk  strikers' 
disorders  in  Paterson  last  autumn, 
Roger  N.  Baldwin,  director  of  the 
American  Civil  Liberties  Union,  has 
been  sentenced  to  serve  six  months  in 
the  Passaic  County  jail,  and  seven  oth- 
er men,  all  silk  workers  in  Paterson, 
have  been  fined  $50  each.  It  is  charged 
an  unlawful  meeting  was  held;  the 
conviction  took  place  under  a  statute 
passed  in  1 796,  this  being  the  first  case 
ever  tried  under  that  law." 

"The  new  postal  rates  went  into  effect 
Apr.  15.  There  were  no  changes  on 
first  class  mail,  except  in  the  case  of 
private  mailing  cards,  including  sou- 
venir postal  cards,  on  which  the  rate 
was  increased  from  1  to  2  cents  each." 

Fifty  years  ago 

(From  the  issue  of  May  1,  1935) 

"By  defeating  the  Townsend  Plan  [to 
give  everyone  over  60  a  $200  monthly 
pension]  by  266  votes  to  56,  the  House 
exhibits  sanity.  It  emphatically 
turned  down  other  demagogic  amend- 
ments to  the  Administration's  Social 
Security  bill.  So  far,  so  good.  Con- 
gress, while  giving  full  opportunity 
for   discussion   of   this    momentous 


measure,  should  not  attempt  to  enact 
it  into  law  at  this  session.  The  prob- 
lem is  so  big,  so  vital,  so  many-sided, 
so  complicated,  so  uncharted,  that 
much  further  research,  study,  delib- 
eration and  discussion  should  be  exer- 
cised before  taking  action.  ..." 

"Leonor  F.  Loree,  railway  president, 
when  quizzed  by  stockholders  the 
other  day  as  to  why  he  wasn't  a  sub- 
stantial stockholder,  gave  the  excuse 
that  he  didn't  believe  in  executives 
owning  shares  because  such  owner- 
ship might  warp  their  judgment. 

"  'Tis  to  laugh!  This  is  the  same 
Leonor  F.  Loree  who,  after  appointing 
a  special  committee  to  consider  the 
purchase  by  his  own  road  of  an  inter- 
est in  another  railway,  bought  14,000 
shares  of  the  latter  and  cleaned  up  a 
profit  of  $144,707  after  his  road  began 
to  buy." 

Twenty-five  years  ago 

(From  the  issue  of  May  1,  I960) 


Real  estate  whiz  Lawrence  Tisch 


"On  Manhattan's  Lexington  Ave.  di- 
rectly opposite  the  General  Electric 
Co.'s  soaring  towers,  a  ramshackle 
board  structure  last  month  marked 
the  site  of  a  building  coming  down. 
Under  the  wreckers'  hammers  were 
the  familiar  marquee  and  baroque  in- 
terior of  Loew's  Theatres'  Lexington 
movie  theater.  The  'Lex,'  an  unprofit- 
able relic  of  the  days  when  that  part  of 
midtown  Manhattan  had  been  more 
of  a  dormitory  and  less  of  a  commer- 
cial district,  was  squatting  on  valu- 
able ground,  without  paying  its  way. 
In  the  movie  palace's  place  will  rise  a 
$20  million,  25-story  hotel. 

"If  real  estate  man  Lawrence  Tisch 
has  his  way,  the  Lex  will  by  no  means 
be  the  last  Loew's  movie  marquee  to 
be  forever  blacked  out." 

"  'Apartment  available'  signmakers 
should  be  doing  a  good  business  right 
now,  to  judge  from  recent  findings  of 
the  Census  Bureau.  They  came  up 
with  a  7.2%  figure  for  'rental  houses 
and  apartments'  vacancies  for  first- 
quarter  1960,  up  from  6.4%  in  the  last 
three  months  of  1959,  and  6.1%  in 
first  quarter  1959.  This  is  the  highest 
vacancy  rate  since  the  bureau  started 
this  line  of  enquiry  in  1956." 

Ten  years  ago 

(From  the  issue  of  May  1,  1975) 

"The  massive  U.S.  debt,  now  almost 
$500  billion,  has  grown  steadily 
shorter  in  average  maturity,  with  the 
marketable  portion  ($285  billion) 
averaging  around  two  years  nine 
months.  A  mere  decade  ago  it  aver- 
aged five  years  four  months.  The 
Treasury,  like  a  host  of  corporations 
and  municipalities,  has  relied  heavily 
for  years  on  short-term  borrowing. 
Now  it  can't  go  short  much  longer 
without  driving  short-term  rates  up. 
That  would  clobber  the  S&Ls  and 
send  the  prime  rate  soaring  again." 

"Today  you  couldn't  raise  a  nickel  to 
get  into  minicomputers.  In  fact,  the 
movement  is  in  the  other  direction: 
At  least  a  dozen  of  the  50  or  so  compa- 
nies that  barged  in  have  already 
dropped  out.  Motorola  is  the  most 
familiar  dropout.  Most  are  little 
guys — Omnicomp,  Redcor,  Unicomp, 
Scientific  Computer  Control.  Even 
big  Honeywell  is  having  trouble  hang- 
ing on  to  its  share  of  the  market.  The 
current  guess  is  that  only  10  or  15 
companies  will  survive  the  shakeout 
that  is  now  shaping  up." 
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Man  is  an  imitative  creature, 
and  whoever  is  foremost  leads 
the  herd. 
Johann  Schiller 


One  of  the  big  differences 
between  the  nonachiever  and 
the  achiever  is  that  the 
latter  has  mastered  the  art 
of  applying  the  obvious. 
Allan  Cox 


The  obvious  is  that  which  is 
never  seen  until  someone 
expresses  it  simply. 
Kahlil  Gibran 


A  fresh  mind  keeps  the 
body  fresh.  Take  in  the 
ideas  of  the  day,  drain  off 
those  of  yesterday. 
Edward  Bulwer-Lytton 


The  wise  only  possess  ideas; 
the  greater  part  of  mankind 
are  possessed  by  them. 
Samuel  Taylor  Coleridge 


I've  felt  that  dissatisfaction 
is  the  basis  of  progress.  When 
we  become  satisfied  in  business 
we  become  obsolete, 
f.  Willard  Marriott  Sr. 


Every  industry  as  well  as 

every  individual  needs  criticism. 

George  B.  Cortelyou 


The  greatest  happiness 
for  the  thinking  man  is 
to  have  fathomed  the 
fathomable,  and  to  quietly 
revere  the  unfathomable. 
Goethe 


Our  minds  are  finite,  and  yet 
even  in  these  circumstances 
of  finitude  we  are  surrounded 
by  possibilities  that  are 
infinite,  and  the  purpose  of 
human  life  is  to  grasp  as  much 
as  we  can  of  infinitude. 
Alfred  North  Whitehead 


Thoughts 

on  the  Business  of  Life 


America,  in  the  eyes  of  the 
world,  typifies  above  all 
else  the  quality  of  initiative. 
"Where  there  is  no  vision, 
the  people  perish, "  says  the 
Sacred  Book.  Ideas  are  the 
most  valuable  commodity  in 
the  world.  And  ideas  are  born 
of  initiative.  They  are  the 
childreti  of  men  and  women  of 
initiative.  Advancement  is 
applied  initiative.  Don't 
imitate.  Initiate. 
B.C.  Forbes 


The  United  States  has  become 
great  not  because  of  things 
but  because  of  ideas. 
James  Michener 


Every  new  idea  has  something 
of  the  pain  and  peril  of 
childbirth  about  it;  ideas 
are  just  as  mortal  and  just 
as  immortal  as  organized 
beings  are. 
Samuel  Butler 


To  do  exactly  the  opposite 
is  also  a  form  of  imitation. 
Georg  C.  Lichtenberg 


I  am  not  in  the  business  of 
defaming  America  nor  using 
as  a  doormat  the  things  that 
are  building  it  up:  I  believe 
in  big  business  and  more  of  it! 
Elbert  Hubbard 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60FifthAve.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Ideas  control  the  world. 
James  A.  Garfield 


Details  often  kill  initiative, 
but  there  have  been  few 
successful  men  who  weren't 
good  at  details.  Don't 
ignore  details.  Lick  them. 
William  B.  Given  Jr. 


Growing  thought  makes 
growing  revelation. 
George  Eliot 


That  should  be  considered 
long  which  can  be  decided 
but  once. 
Publilius  Syrus 


The  winds  are  always  on  the 
side  of  the  ablest  navigator. 
Edward  Gibbon 


A  Text . . . 

Call  unto  me,  and  I  will  answer 
thee,  and  shew  thee  great  and 
mighty     things,     which     thou 
knowest  not. 
Jeremiah  33:3 


Sent  in  by  Mrs.  Hazel  Ricker,  Hot  Springs, 
Ark.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Consider  nothing  as  impossible 
before  it  has  come  to  pass. 
Confucius 


There  is  no  limit  to  the 
sphere  of  ideas.  Your  thoughts 
and  feelings,  the  whole  world 
lies  open  to  them,  and  you 
have  the  right  to  send  them 
into  any  latitude,  and  to 
give  them  sweep  around  the 
earth,  to  the  mind  of  every 
human  being. 
Henry  Ward  Beecher 
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The  shape  of  excellence. 

The  Rado®  DiaStar®  Executive. 

The  distinctive  watch  that  makes  a  lasting  impression. 

The  scratchproof  sapphire  crystal  and  tungsten  carbide  case-top  are 

among  the  hardest  substances  on  earth.  So,  as  time  goes  by,  your  Rado  will 

continue  to  look  like  new. 

Style-setters  in  Europe  have  been  choosing  Rado  for  more  than  20  years.  In 

fact,  more  Swiss  buy  Rado  than  any  other  quality  Swiss  watch.  Now  you 

can  find  out  why  for  yourself. 
Available  in  a  variety  of  styles.  From  $850,  in  fine  jewelry  and  selected 

department  stores. 

For  a  free  color  brochure,  write  to:  Rado  Watch  Co.,  Inc., 

1 140  Avenue  of  the  Americas,  New  York  NY  10036. 

Phone:(212)575-0920. 


RADO 

The  watch  to  watch. 


iss  Made. 


"Information  about  money  is  becoming 
almost  as  important  as  money  itself. 
That's  why  we  developed  CitiBanking. 


From  The  Ciri  of  Tomorrow3."..  CitiBanking  today. 

How  much  to  invest?  Wliere  to  invest?  When  to 
invest?  The  right  information  at  the  right  time  can 
make  a  crucial  difference  to  your  company.  The 
difference  between  investment  success  and  failure, 
proht  and  loss. 

CitiBanking  gives  you  that  information.  Accurately, 
reliably,  electronically.  In  seconds,  you  can  get  current 
money  market  rates.  Up-to-the-minute  foreign  ex- 
change summaries  and  exposure  analyses,  ("ash  avail- 
ability analyses.  And  more.  All  with  remarkable  ease. 

Only  CitiBanking gives  you  real-time  access  to 
your  accounts  in  over  33  countries— for  information 
and  transactions. 

CitiBanking  gives  you  unmatched  security,  too. 
Because  you  communicate  with  Citibank  offices 
around  the  world  through  our  own  private  financial 
telecommunications  network. 

To  find  out  how  your  company  can  benefit  from 
the  worlds  most  advanced  electronically  delivered 
financial  services,  call  your  local  Citibank  Account 
Manager.  You'll  get  the  services  you  need  to  make  the 
most  of  your  company's  money,  day  after  day. 
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Whatever  si 


is  your 


Just  remember,  nobody 
sizes  up  your  business  as 
well  as  Dodge. 

Because  only  Dodge  offers 
you  a  choice  of  so  many 
different  sized  vans. 

Beginning  with  our 
revolutionary  more  efficiently 
sized  Dodge  Mini  Ram  Van. 
It's  the  key  to  the  city.  Front- 
wheel  driven.  Incredibly 
maneuverable.  With  133  cubic 
feet  of  cargo  space.  Almost 


we  ve  got  your  size,  too.  Our 
Dodge  Maxi  Van.  With  up  to 
4,635  pounds  of  available 


1  jUJElfi  H*m  1 1  •K«i  i  Sid  ^B  trc 


of  cargo  capacity.  And  the 
industry's  widest  standard 
side-door  opening. 

On  the  other  hand,  consider 
the  long  range  implications  of 
our  Long  Range  Ram  Van.  With 
a  sizeable  list  of  standard 
features,  including  a  35-gallon 
fuel  tank  that  can  take  your 


seven  feet  of  cargo  floor  length,    business  a  long,  long  way. 
And  1 ,7 1 0  pounds  of  And  while  you're  taking  the 

maximum  available  payload.        measure  of  our  Dodge  vans, 


mmmmmmm 


can  carry  a  really  big  load, 


warranty  at  the  same  time. 
Five  years  or  50,000  miles, 
whichever  comes  first. 
Covering  the  entire  powertrain 
and  outer  body  rust-through. 


Standard  equipment.  At  no 
extra  cost* 

Considering  what  all  Dodge 
has  to  offer,  one  thing  should 
be  perfectly  clear.  One  size  or 
another  fits  all. 

But  see  for  yourself  at  your 
local  Dodge  dealer.  After  all,  it's 
your  business. 

'Limited  warranty  on  new  '85s.  excludes 
imports  and  leases.  A  deductible  applies  Ask 
for  details. 

AMERICA'S  BEST  BACKED  TRUCKS 


DIVISION  OK  CHRYSLER  CORPORATION 
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1    RAM  J* 
TOUGH  3S" 

B250  Maxi  Van 


Long  Range  Ram  Van 


BUCKLE  UP  FOR  SAFETY. 
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'1  THOUGHT  I  WAS  TOO  SMALL 
FOR  DREXEL  BURHHAM!' 


ou  probably  know  how 
o  go  about  choosing 
n  investment  broker. 

What  you  may  not 
;now  is  how  a  large 
orporation  goes  about 
hoosing  one. 

Believe  it  or  not,  it's 
lot  all  that  different. 

For  one  thing,  they 
x>k  for  a  company 
hat's  big  enough  to 


offer  a  complete  range 
of  financial  services,  yet 
small  enough  to  give 
personal  attention. 

Like  us. 

Then,  they  look  for 
underwriting  success. 
That's  a  good  indication 
of  how  smart  a  com- 
pany is.  Drexel,  for  in- 
stance, is  second  only  to 
one  other  on  Wall  Street* 


Research  is  crucial. 
We're  in  the  top  ten 
every  year.**  And  of 
course,  it's  to  anyone's 
advantage  to  go  for 
stock  pickers  that  have 
a  better  track  record 
than  the  Standard  and 
Poor's  500. 

By  now,  you  must  see 
the  point. 

In  your  search  for 


personal  financial  ad- 
vice, if  you're  looking 
for  anything  less, 
you're  selling  yourself 
short. 

Because  in  the  in- 
vestment community, 


it's  not  how  big  you  are 
that  counts. 

It's  how  big  you  want 
to  be. 

Call  800-237-8000, 
ext.  34  and  ask  for  our 
Current  Purchase  List. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 


Securities  Data  Company,  Inc.  Full  Credit  to  Lead  Manager,  1984  *  'Institutional  Investor  All  America  Research  Poll 
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THERE'S  A  DIRECT  CONNEi 
PHONE  SYSTEM  AND  YOUR 


A  Telecom  Plus  International  Company. 


1  BETWEEN  YOUR 
WIS  SYSTEM. 


That's  because  a  phone  system  is 
the  nervous  system  for  most  busi- 
nesses. And  if  it  doesn't  work,  neither 
can  you. 

At  Tel  Plus  Communications,  we 
never  forget  that. 

Which  is  why  we  create  phone  sys- 
tems that  work,  the  way  you  want  them 
to:  Reliably,  and  according  to  your  needs. 

How  do  we  do  it?  By  supplying  your 
company  with  more  than  just  state  of 
the  art  equipment,  but  with  state  of  the 
art  people,  too.  Experienced,  skilled 
professionals  who  will  design,  install 
and  service  the  perfect  system  for  your 
business. 

People  who  will  analyze  your  needs, 
and  listen  to  your  wants.  And  recom- 
mend equipment  that  will  satisfy  both. 

And  our  people  don't  just  com- 
municate with  you.  They  communicate 
with  each  other.  Ensuring  that  our  engi- 
neers and  installers  work  together  to 
deliver  a  telephone  system  that  works, 
now  and  in  the  future. 

Tel  Plus  service  operates  efficiently, 
too.  Which  means  you'll  get  the  service 
you  need,  and  be  spared  the  aggrava- 
tion you  don't  need. 

How  do  you  know  we  can  keep 
these  promises?  Because  we've  been 
keeping  them  since  1972.  As  the  largest 
independent  telecommunications 
company  in  the  United  States,  with  over 
65  offices  nationwide,  we  have  over 
25,000  phone  systems  already  in  place. 

So,  if  you're  in  need  of  a  new  office 
phone  system,  or  adding  to  a  present 
one,  call  Tel  Plus  Communications.  Our 
phone  systems  are  easy  on  your  ner- 
vous system. 


COMMUNICATIONS.  INC. 

INTELLIGENT  COMMUNICATION 
BEGINS  WITH  INTELLIGENT  PEOPLE. 
CALL  1-800-TEL-PLUS 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  pages  144  and  145. 


Companies 


30  General  Motors 

General  Motors  has  lost  three  to  four  percentage  points 
of  its  market  share  since  last  fall.  Merely  an  aberration? 
Maybe  not. 

31  Caterpillar 

First  it  was  Rolexes  and  Baccarat.  Now  the  gray  market 
importers  are  bringing  in  130,000-pound  Cats. 

32  People  Express  Airlines 

A  legend  in  its  own  time,  of  course.  But  you  can't  meet 
payrolls  with  legends. 

33  TWA 

There's  a  patch  of  blue  off  there  somewhere.  But  a  big 
black  cloud  looms  directly  ahead. 

40    Hawkeye  Bancorp. 

"...  I  think  we  can  survive.  What  else  do  you  expect  me 
to  say?" 

80    The  Up  &  Comers 

Centocor;  Software  Publishing  Corp.;  Guest  Quarters. 

126    Nortek,  Inc. 

It's  tough  trying  to  be  a  little  Carl  Icahn,  much  less  a 
little  Henry  Singleton. 


Wall  Street 


102     Cover  Story:  The  Electronic  Edge 

The  personal  computer  can't  do  your  thinking  for  you. 
But  it  can  bring  you  even  on  the  starting  line. 

128    Numbers  Game:  The  Lesson  Of  E.S.M. 

It  has  revealed  the  surprising  weakness  of  internal  con- 
trols in  the  accounting  profession. 

130  Statistical  Spotlight:  No-Dividend  Stocks 

They're  not  all  winners.  But  if  you  ignore  them,  you  may 
be  missing  some  good  bets. 

131  The  Funds:  Low-Cap  Stocks 

Do  they  really  outperform  the  market,  and  if  so,  why? 
Stick  around  for  20  years  and  maybe  we'll  know. 

142    Streetwalker 

Merrill  Lynch;  Schering-Plough;  property  and  casualty 
insurers;  Montana  Power;  SPS  Technologies;  Pullman. 

Cities 

68    Monterey  Park,  Calif. 

"Little  Taipei"  they  call  it  in  Hong  Kong  and  Taiwan. 
This  eight-square-mile  dot  east  of  Rodeo  Drive  is  a  haven 
for  flight  capital  and  upwardly  mobile  immigrants. 

Profiles 

77    AbeH.  Feder 

For  57  years  he  has  been  lighting  up  the  world — or  parts 
of  it  here  and  there. 


Departments 

Money  &  Investments 

Columnists 

6    Side  Lines 

25     What's  Ahead  For 
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Ben  Weberman 

8    Trends 

Business 

134 

Susan  Lee 

10    Follow-Through 

26    The  Forbes  Index 

136 

Ann  C.  Brown 

12    Readers  Say 

123    The  Forbes/ Wilshire 

137 

Stanley  W.  Angrist 

17    Fact  and  Comment 

5000  Review 

138 

Ashby  Bladen 

20    Other  Comments 

140 

Srully  Blotnick 

23    Fact  and  Comment  II 

147    Flashbacks 

148    Thoughts 
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International 


46    Japan:  Letting  Go 

In  lieu  of  opening  their  merchandise  markets,  the  Japa- 
nese are  opening  their  financial  markets.  In  the  long  run, 
that  may  be  even  more  significant. 

48     West  Germany:  Short  Time 

Its  new  38Vi-hour  week  is  as  good  for  the  U.S.  as  it  is  bad 
for  German  productivity. 

54    Heinz  Nixdorf,  Germany's  Computer  King 

His  workers  are  his  pride  and  joy,  IBM  his  bogeyman. 

56    Sweden  After  Wallenberg 

Perhaps  nobody  will  ever  again  rule  Sweden's  industrial 
and  financial  landscape  like  the  late  Marcus  Wallenberg. 
Who's  filling  the  void? 

Industries 

35     Health  Care:  "Utilization  Review" 

Is  the  latest  cure  for  rising  medical  costs  as  painful  as  the 
disease? 

62    The  Fur  Business:  Make  Mine  Mink 

Booming  and  shrinking  at  the  same  time. 

Government 

86    Whither  Shelter  Seekers  Now? 

Never  underestimate  the  survival  instinct  of  tax  shelter 
syndicators,  no  matter  how  ominous  the  climate.  Here 
are  a  few  of  their  most  creative  waiting  games. 


Marketing 


72 


/  i.    Pizza  Playhouse 

Videotaping  softball  games,  kids' 
soccer  and  even  community  fash- 
ion shows  is  the  newest  wrinkle  for 
pizza  chains.  So  far  it's  a  big  hit. 


On  The  Docket 


90    The  $2  Billion  Slap  On  The  Wrist 

Exxon — and  a  lot  of  other  domestic  oil  companies — are 
praying  that  a  special  federal  appeals  court  will  overturn 
the  largest  single  cash  judgment  ever  assessed  in  a  court 
of  law. 


Technology 


94    Telephones:  Your  Three  Minutes  Are  Up 

Even  postwar  Italian  governments  have  lasted  longer 
than  the  consumer  telephone  boom  and  bust.  Who 
wound  up  on  top?  One  guess.  Also:  Radial  eye  surgery; 
"decision-modeling"  software. 


Careers 


110    Women  On  Wall  Street 

Do  you  have  to  be  "one  of  the  boys"  to  make  it  in  the 
world  of  finance?  No.  Do  you  need  the  killer  instinct? 
Who  doesn't? 


Faces  Behind  the  Figures 


118    Laurence  Farley,  Black  &  Decker 

118  Harry  Wellington,  asbestos  mediator 

119  Robert  Macauley,  Americares 
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A  Mitsubishi  Bank  advertisement 


Investing  by  computer 

Can  a  computer  make  you  a  smarter  investor?  No  way;  we're 
told  that  master  investor  Warren  Buffett  won't  even  have  one  in 
his  office.  In  this  issue's  cover  story  Forbes  talks  about  stock 
market  software  and  its  growing  use  by  amateur  investors. 
While  a  computer  won't  make  you  a  smarter  investor,  it  can 
certainly  broaden  the  base  of  information  upon  which  you 
ground  your  judgments.  After  that,  you  are  on  your  own.  Story 
by  Janet  Bamford  starts  on  page  102. 

Tight  little  island 

°  Sheila  Phalon 

All  that  mystifying  Ka- 
buki  about  the  U.S. -Ja- 
pan trade  confronta- 
tion. What's  really  go- 
ing on?  Can  we 
arm-twist  the  Japanese 
into  talking  to  one  an- 
other on  Bell  tele- 
phones, scooting 
around  in  Buicks  and 
gorging  themselves  on 
Florida  oranges?  Not 
likely.  Not  in  the  real 

world.  But,  surely,  the      

Japanese  must  do  something  about  that  mountainous  trade 
surplus.  What  then?  From  Tokyo,  Contributing  Editor  Richard 
Phalon  advises:  Never  mind  trade;  watch  what  goes  on  in  the 
capital  markets.  Like  that  other  tight  little  island  with  a  high 
savings  rate,  the  Britain  of  a  century  ago,  Japan  is  on  the  road  to 
becoming  a  massive  source  of  capital  for  the  rest  of  the  world, 
sending  out  VCRs,  Walkmans  and  Toyotas  and  taking  in  invest- 
ment paper  of  all  sorts.  Think  about  it:  We  like  to  spend,  the 
Japanese  like  to  save.  It's  an  arrangement  whereby  they  do  some 
of  our  saving  for  us  so  that  we  can  live  better.  Healthy?  We  leave 
that  judgment  to  history,  which  moves  in  ways  difficult  to 
fathom.  "Letting  go"  begins  on  page  46. 

What  now.  People? 

How  does  an  upstart  company  muscle  into  a  market  dominated 
by  giants?  By  getting  an  edge — in  marketing,  in  technology,  in  ] 
costs  or  whatever — and  exploiting  it  hard  and  fast.  But  edges  are 
quickly  emulated  in  our  competitive  society,  and  that  is  why  so  I 
many  growth  companies  peak  early;  either  they  come  up  with! 
something  new,  or  they  start  to  fade.  Is  People  Express  Airlines] 
losing  the  edge  that  made  it  such  a  sensation?  Our  Washington 
Bureau  Manager,  Howard  Banks,  says  yes  and  explains  why  in  ] 
"Now  everybody's  doing  it,"  which  starts  on  page  32. 

But  don't  shoot  the  messenger 

Spoilsport.  Just  when  we  were  pretty  well  convinced  that  infla- 
tion was  a  diminishing  threat,  along  comes  Alexander  Paris  and 
tells  our  Susan  Lee  that  the  inflationary  pressures  are  a-building 
and  that  gold  is  starting  to  look  attractive.  Ominous  tidings 
those,  but  when  Paris  talks,  we'd  all  better  listen.  A  lot  of  the 
smartest  people  in  the  world  do.  Lee's  column  is  on  page  134. 
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It's  worth  owning  even  if  you  never  use  it  as  awagon. 
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The  new  Volvo  760  Wagon  is 
ndeed  capable  of  carrying  33  bags 
if  groceries. 

But  if  you're  more  likely  to  eat 
»ut  than  in,  it's  suitable  transporta- 
ion  to  the  finest  restaurant.  En 
oute,  you'll  be  seated  on  glove 
rather  from  the  same  firm  that 
upplies  Rolls-Royce. 


If  youre  going  out  to  a  concert, 
you  can  enjoy  one  on  the  way  The 
audio  system  ;is  so  sophisticated,  it 
has  a  five-band  graphic  equalizer. 

Or  if  you're  out  for  sheer  thrills, 
the  turbo-Charged  engine  makes 
this  car  as  stimulating  as  any 
sports  sedan  in  its  price  class. 

The  \blvo760  Wagon.  Its  worth 


owning  not  just  because  it  has  the 
capacity  to  be  a  great  wagon. 

Its  worth  owning  because  it  has 
the  capacity  to  be  a  great  car. 

It's  also  worth  owning  because  it  comes  with  one  of  the 
lew  unlimited  mileage.  3-year  limited  warranties  in  the 
business.  See  your  Volvo  dealer  for  terms  and  conditions. 

The  700  Series  Wagon 
by\falva 


Edited  by  Jack  A.  Conway 


Trouble  on  the  tracks 

A  potential  strike  is  brewing  on  the 
,  railroads.  Labor  contracts  expired 
last  summer,  and  the  United  Trans- 
portation Union  and  the  Brotherhood 
of  Locomotive  Engineers  have  been 
bargaining  for  a  new  one  since  January 
1984.  (Meanwhile,  the  old  contract 
remains  in  effect.)  Talks  between  the 
two  operating  unions,  representing 
about  130,000  workers,  and  manage- 
ment's National  Railway  Labor  Con- 
ference went  so  poorly  that  the  two 
groups  went  under  mediation  late  last 
year.  Things  are  still  not  progressing. 
"It's  a  horrible  situation,"  says  John 
Sytsma,  president  of  the  Cleveland- 


Rail  right-of-way 

Will  the  unions  throw  the  switch? 

based  Engineers.  "The  railroads  are 
absolutely  intractable."  The  dispute 
centers  on  wages  and  work  rules.  The 
unions  want  a  30%  increase  over 
three  years,  while  management  wants 
two-tier  wages,  which  could  cut  start- 
ing salaries  by  up  to  50% .  The  unions 
oppose  that,  particularly  since  most 
railroads  are  enjoying  record  profits. 
The  ten  "nonoperating"  unions— dis- 
patchers, clerks,  signalmen,  etc. — 
also  went  into  mediation  in  March.  If 
talks  do  break  down,  the  Railway  La- 
bor Act  calls  for  a  30-day  cooling-off 
period,  and  the  National  Mediation 
Board  could  also  ask  for  a  Presidential 
Emergency  Board,  buying  at  least  an- 
other 60  days.  "We  certainly  don't 
want  a  strike,"  Sytsma  says,  "but 
when  you  exhaust  all  your  remedies, 
the  only  thing  you  can  do  is  strike." 


Place  your  bets 

Has  the  dollar  peaked  against 
world  currencies?  London's 
bookmakers  now  think  it  has.  This 
January,  Ladbroke  of  London  thought 
the  dollar  would  keep  rising  and  of- 


fered bettors  a  chance  to  pick  the 
month  when  it  would  buy  a  whole 
English  pound.  British  punters  wa- 
gered close  to  $50,000  that  the  pound 
and  the  dollar  would  be  at  parity  by 
April.  Then  Ladbroke  spotted  the  dol- 
lar's downswing  and  lengthened  the 
odds  on  parity  from  7-to-2  to  6-to-l. 
Now  the  big  betting  house  is  offering 
5-to-2  odds  that  the  pound  will  be 
worth  $1.35  in  May,  7-to-2  to  reach 
that  value  in  June,  9-to-2  for  July  and 
6-to-l  for  any  other  month  in  1985. 


Fairy-tale  economics 

Give  Nothing!  Get  Something! 
And  that's  how  it  was 
In  the  Kingdom  of  Mogof 
By  the  Gulf  of  Gaduz. 

That  bit  of  doggerel  opens  the  text 
of  a  special  children's  edition  of 
the  Signal  Cos.'  1984  annual  report. 
The  La  Jolla,  Calif,  conglomerate  got 
the  idea  from  Wheelabrator-Frye, 
which  had  been  doing  it  when  Signal 
acquired  Wheelabrator  two  years  ago. 
The  Signal  report  tells  the  tale  of  the 
once-thrifty  Mogofers  who  went  mad 
for  flowers  and  paid  for  them  first  by 
printing  more  money,  then  by  going 
on  a  borrowing  spree.  The  story 
(which  was  enclosed  with  the  conven- 


tional Signal  report)  ends  with  a  hom- 
ily on  the  perils  of  inflation  and  an 
animal-book-language  version  of  the 
company's  operating  statement. 
Wayne  Hopkins,  the  Signal  man  who 
composed  the  report-in-rhyme,  says 
the  company  has  long  been  a  strong 
supporter  of  economic  education  and 
that  the  response  from  schools  has 
been  "tremendous."  What's  more,  he 
adds,  "their  elders  get  something  out 
of  it,  too." 


Saving  on  surgery 

With  medical  bills  going  through 
the  hospital  roof,  the  Blue  Cross 
and  Blue  Shield  Association  wants  its 
member  plans  to  give  incentives  to 
cut  them.  Since  July  1983  Blue  Cross 
and  Blue  Shield  of  Michigan,  for  ex- 
ample, has  required  77  procedures — 
biopsies,  exploratory  knee  surgery, 
etc. — to  be  performed  on  an  outpa- 
tient basis.  It  has  also  given  surgeons 
in  nine  counties  an  extra  incentive  to 
treat  more  patients  on  this  basis  by 
paying  them  125%  of  the  usual  fee  for 
26  additional  procedures  if  the  sur- 
gery is  done  on  an  outpatient  basis 
and  only  75%  if  it  is  performed  in  a 
hospital.  The  program  saved  Blue 
Cross  and  Blue  Shield  of  Michigan 
more  than  $5  million  in  the  first  six 
months  alone,  according  to  John  C. 
McCabe,  that  plan's  chief  executive. 
If  continued,  it  is  expected  to  save  an 
average  of  $25  million  a  year. 


Farm  Belt  blues 

Like  farmers  everywhere,   Nebras- 
I  kans  have  long  feared  large  corpo- 
rations buying  up  their  land.  So  three 
years  ago  56,000  of  them  asked  for 
and  got  a  referendum  on  farm  owner- 
ship. The  result  was  a  law  making  it 
illegal  for  nonfamily  groups  to  own  or 
use  farms,  r^ow  Nebraskans  are  hav- 
ing second  thoughts.   "It's  a  horse- 
and-buggy  kind   of   thinking,"   says 
Glenn   LeDioyt   of   Omaha,    a  farm 
manager  and  broker.  The  state  has 
____^       lost  two  big  feedlot  oper- 
ations— and     with      them 
1,000  packing-plant  jobs — 
to  Wyoming  and  Colorado, 
says  State  Senator  Lee  Rupp, 
chairman  of  the  Constitu- 


Signal  tells  a  story 
Something  for  the  kiddies. 


tional  Revision  Committee.  Under 
the  law,  their  lawyers  decided,  they 
could  not  feed  another  farm's  cattle 
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Cattle  feeding 

Should  corporations  be  allowed  to  run  farms? 


without  proving  it  was  actually  a  fam- 
ily operation,  and,  technically,  they 
could  not  expand  business.  The  law 
may  also  affect  farms  growing  pop- 
corn and  sugar  beets  for  contract, 
Rupp  says.  It  has  already  lowered 
farmland  prices,  since  the  law  says 
buyers  must  run  the  farms  them- 
selves, broker  LeDioyt  adds.  Trouble 
is,  the  measure  must  be  repealed  by 
the  voters,  and  small  farmers  still 
want  it.  With  farm  prices  so  low,  they 
fear  repeal  would  stampede  more  con- 
glomerates than  ever  into  Nebraska. 
Livestock  feeders,  realtors,  bankers, 
corn  growers  and  the  state's  Farm  Bu- 
reau favor  repeal  or  modification. 
Rupp,  along  with  Senator  John  De- 
Camp,  hopes  to  get  a  new  vote  next 
year.  "Abraham  Lincoln  said  the  best 
way  to  get  rid  of  a  bad  law,"  DeCamp 
says,  "is  to  enforce  it."  He  also  plans 
to  ask  Nebraska's  courts  to  kill  it. 


Whither  the  M.B.A.? 

How  good  is  an  M.B.A.  degree?  Not 
much,  according  to  one  count  by 
Alan  Schonberg,  president  of  Cleve- 
land-based Management  Recruiters 
International.  After  checking  almost 
2,000  hiring  executives  in  20  indus- 
tries, he  found  only  6.1%  of  them  said 
the  degree  had  a  great  deal  of  influ- 
ence. Geographically,  an  M.B.A.  car- 
ried the  most  clout  in  the  Midwest, 
followed  by  the  South  Atlantic,  Pacif- 
ic and  Mountain  states.  Among  in- 
dustries, the  sheepskin  rated  highest 
in  lumber  and  wood,  construction, 
data  processing,  business  service,  fi- 
nance, insurance  and  real  estate.  A 
survey  by  the  Association  of  M.B.A. 
Executives  singled  out   the   big  ac- 


counting firms  as  the  most  fertile 
ground  for  the  M.B.A.  A  canvass  of 
114  business  graduate  schools  found 
Arthur  Andersen  &  Co.  the  most  ac- 
tive recruiter  of  M.B.A.s,  followed  by 
Peat  Marwick  and  Touche  Ross.  IBM 
and  Prudential  Insurance  placed  in 
the  top  five,  followed  by  four  more 
CPA  firms — Price  Waterhouse,  Ar- 
thur Young,  Ernst  &  Whinney  and 
Deloitte  Haskins  &  Sells.  The  rest  of 
the  top  15  were  Procter  &  Gamble, 
Metropolitan  Life,  AT&T,  Burroughs, 
Hewlett-Packard  and  Ford. 


The  energy  future 

Energy  prices  should  stay  low  for 
the  next  few  years,  says  a  report  in 
the  government-published  Monthly 
Energy  Review,  and  consumption  will 
rise  slightly.  Oil  prices  should  average 
$28  per  barrel  this  year,  drop  to  $27  in 
1986,  hold  steady  in  1987  and  rise 
slowly  to  $30  by  1990,  it  says.  By 
1995,  prices  should  move  to  $40.  As- 
suming a  rise  in  gross  national  prod- 
uct of  3.1%  a  year  from  1985  through 
1990,  the  report  says,  U.S.  energy  con- 
sumption should  grow  from  an  esti- 
mated 76  quadrillion  British  thermal 
units  this  year  to  84  quads  in  1990. 
Most  of  that  rise  should  come  from 
the  industrial  and  commercial  sec- 
tors, where  relatively  large  increases 
are  expected  in  both  manufacturing 
output  and  sales  space.  Residential 
energy  use,  however,  should  remain 
modest,  as  growth  in  the  housing 
stock  remains  slow.  The  use  of  energy 
in  transportation  should  stay  steady 
through  1990,  the  report  predicts,  as 
auto  efficiency  continues  to  improve. 
Oil  consumption  will  rise  from  15.8 


million  barrels  per  day  this  year  to 
16.7  million  barrels  a  day  in  1990, 
while  domestic  oil  production  will 
fall  from  11.1  million  barrels  per  day 
in  1985  to  10.3  million  in  1990,  and 
imports  will  rise  to  6.6  million  barrels 
per  day  in  1990,  the  report  concludes. 


The  frequent  flyer  vote 

Business  flyers  have  lost  much  of 
their  enthusiasm  for  airline  de- 
regulation in  the  past  three  years,  says 
the  International  Airline  Passengers 
Association,  after  surveying  10,000  of 
them.  The  travelers  still  liked  the 
lower  fares  and  fresh  competition 
brought  on  by  the  1978  law  freeing 
the  airlines  from  the  old  policing 
rules.  More  than  half,  however,  said 
service  had  deteriorated  and  com- 
plained of  fewer  flights,  crowded 
planes,  confusion  and  poor  service. 
"Deregulation  is  not  the  home  run  it 
was  a  few  years  ago,"  said  David  Sta- 
nley, senior  vice  president  of  the  Dal- 
las-based IAPA.  This  gripe  aside,  the 
survey  did  find  some  positive  think- 
ing. American  ranked  as  the  "most 
preferred"  line  for  inflight  and  ground 
service,  with  Delta  second  and  United 
third.  The  Boeing  727  was  rated  best 
for  short  flights,  the  747  for  anything 
over  two  hours;  Hertz  was  voted  tops 
for  overall  car  rental  service  (and,  by 
76%,  as  the  most  expensive); 
Hyatt/Hyatt  Regency  got  the  nod 
among  hotel  chains  and  Tampa  and 
Atlanta  for  the  best-liked  airports. 


Plans  for  disaster 

The  Union  Carbide  disaster  in  Bho- 
pal,  India,  where  chemical  leaks 
killed  2,000,  has  shaken  other  corpora- 
tions into  taking  a  second  look  at  their 
own  crisis  plans.  Two-thirds  of  94  big 
industrial  firms  checked  by  Hill  & 
Knowlton,  the  New  York  City  public 
relations  outfit,  said  they  either  had 
crisis  plans  or  were  now  working  on 
one,  and  47%  of  those  with  plans  were 
running  some  kind  of  crisis  drill  for 
their  employees.  Obviously,  crisis 
planning  was  not  a  top  priority.  One 
company  said  Bhopal  had  prompted  it 
to  dig  up  a  plan  that  had  been  gathering 
dust  for  15  years.  Loet  Velmans,  the 
Hill  &  Knowlton  chairman,  empha- 
sized that  33%  of  the  companies  had 
no  plans,  indicating  to  him  that  "they 
have  made  a  conscious  decision  to 
avoid  such  programs."  Those  without 
plans,  he  said,  told  his  pollers  that 
"they  believe  their  companies  to  be 
immune  from  crisis." 
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The  beast  from  the  East 

Five  years  ago  the  Formosan  ter- 
mite, a  ferocious  breed  that  made 
the  American  bug  seem  like  a  pet, 
began  devouring  condos  along  the  In- 
land Waterway  near  Miami,  its  first 
appearance  in  Florida  (Forbes,  Trends, 
Nov.  24,  1980).  Termites  were  no 
strangers,  but  this  Asian  breed  could 
eat  through  plaster,  mortar,  wood  pre- 
servatives, copper  and  lead.  Rife  in 
Hawaii  for  80  years,  the  bug  regularly 
causes  blackouts  by  gnawing  into 
power  lines.  In  its  mainland  U.S.  de- 
but in  New  Orleans,  it  devoured  one 
of  every  ten  trees  and  telephone  poles, 
and  there  didn't  seem  to  be  much  to 
be  done  about  it.  Said  a  University  of 
Florida  entomologist:  "The  only  thing 


Coptotermes  Formosanus 
Still  moving,  still  eating. 

you  can  do  is  wait  for  it  to  come." 

Coptotermes  Formosanus  is  still  go- 
ing strong  in  the  Sunshine  State.  From 
the  waterway  in  Miami  it  has  made 
its  way  into  neighboring  Broward  and 
Dade  Counties,  to  Orlando  in  central 
Florida  and  north  to  the  Panhandle 
near  Pensacola.  The  university  in 
Gainesville  has  dispatched  two  new 
scientists,  Nan-Yao  Su  (a  native  of 
Formosa)  and  Rudolf  Scheffrahn,  to 
Fort  Lauderdale  to  study  the  pest. 
They  point  out  that  this  termite's 
danger  comes  not  only  from  its  appe- 
tite. "Formosan  termite  colonies, 
about  ten  times  larger  than  those  of 
native  termites,  may  reach  2  million 
or  3  million  individuals,  and  they  will 
travel  as  far  as  300  feet  from  the  colo- 
ny in  search  of  food,"  Su  explains. 
Thus  the  bug  can  strike  whole  neigh- 
borhoods. It  can  even  attack  by  air. 
"In  one  13-story  building  in  south 
Florida,"  Su  says,  "an  infestation  was 
found  starting  from  the  roof  down- 
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ward."  This  sort  of  aerial  assault,  he 
adds,  is  common  in  Hawaiian  high- 
rises.  (And  Hawaii  spends  $50  million 
on  chemicals  alone  to  fight  the  bug.) 

Scheffrahn  and  Su  are  starting  from 
scratch.  Because  this  bug  swarms  at 
night,  they  want  to  try  light  traps. 
They  are  hunting  for  a  slow-acting 
pesticide  the  critters  could  bring 
home  to  infest  the  whole  swarm. 
They  are  looking  at  South  American 
woods  that  repel  the  bug.  They  want 
new  pesticides — the  Formosan  ter- 
mite shies  away  from  quick-killing 
types  and  is  warned  off  by  bodies  of 
first-wave  invaders.  They  may  also 
try  to  isolate  the  "trail"  hormone 
that,  like  ants,  the  termites  use  to  find 
their  way  back  to  the  colony. 

While  Su  and  Scheffrahn  tinker  in 
the  labs,  front-line  fighters  like  Brad 
Diehl,  who  runs  Stewart  Pest  Control 
in  North  Miami,  are  also  doing  their 
best.  It  isn't  easy.  "Dry  wood  ter- 
mites," he  says,  "are  simple  to  exter- 
minate. The  Formosan  may  take  up  to 
a  couple  of  months  to  control  in  one 
building." 


Tom  Brown's  body 

Three  years  ago  Tom  Brown,  Inc.,  a 
Midland,  Tex. -based  oil  explorer, 
was  an  out-of-sight  highflier  on  the 
over-the-counter  market.  Most  oil 
companies  were  selling  at  a  fraction  of 
asset  value;  Tom  Brown  was  selling  at 
three  times  asset  value.  In  1981  inves- 
tors had  paid  up  to  $50.50  per  share — 
89  times  earnings  and  18  times  book 
value.  Behind  it  all  was  wildcatter 
Thomas  C.  Brown,  founder,  chairman 
and  "a  born  entertainer"  (Forbes,  Jan. 
18,  1982).  From  fiscal  1980  to  1981 
earnings  rose  320%,  to  $21  million, 
and  TBI  held  exploration  rights  in  all 
the  hot  sites.  But  there  were  skeptics. 
"He's  the  Reverend  Moon  of  the  se- 
curities business,"  one  analyst  said. 

Time  has  Qaught  up  with  TBI.  Oper- 
ating revenues  fell  59%  in  fiscal  1984, 
to  $46  million,  and  in  the  first  nine 
months  of  fiscal  1985  (TBI's  year  ends 
in  March)  they  fell  another  13%,  to 
$30  million.  The  first  nine  months 
alone  showed  a  $17.4  million  loss. 

"Tom  is  a  wildcatter  at  heart  and 
has  been  more  interested  in  finding  a 
big  discovery  than  running  an  every- 
day, run-of-the-mill  business,"  says 
John  Olson  of  Drexel  Burnham  Lam- 
bert in  Houston.  Brown  spent  an  aver- 
age of  $29.04  per  barrel  of  oil  equiv- 
alents found  in  fiscal    1984,   Olson 
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says,  while  oil  sold  for  $28  per  barrel. 

So  TBI  sold  its  interest  in  the  An- 
schutz  field  in  Utah  and  Wyoming  to 
PanCanadian  Petroleum  Ltd.  of  Cal- 
gary for  $45  million  in  February.  That 
cut  debt  nearly  40%,  to  $64  million, 
but  it  also  cut  shareholders'  equity  by 
$15.8  million,  to  $80.3  million.  The 
company  has  been  disposing  of  other 
properties,  too.  Last  September  TBI 
spun  off  TMBR  Drilling,  Inc.  to  share- 
holders, and  in  January  it  swapped 
Oncor  Corp.,  its  oil  tools  subsidiary, 
to  Hughes  Tool  for  $22  million  in 
goods  and  services.  All  of  this  has 
taken  its  toll  on  the  stock,  down  from 
its  high  of  $55.50  per  share  in  1981  to 
just  $2.50  recently. 

Despite  all  that,  Drexel's  Olson 
says  he  fully  expects  TBI  to  rise  again: 
"Tom  Brown  lives  a  charmed  life." 


Helping  taxpayers  save 

Two  years  ago  the  401  (K)  savings 
plan  allowing  employees  to  tuck 
away  some  of  their  pretax  income  was 
just  starting  to  roll.  Philadelphia's 
Hay  Group  had  checked  446  major 
companies  at  the  end  of  1982  and 
found  that  20%  had  such  plans  (usual- 
ly sweetened  by  a  50-cents-on-the- 
dollar  contribution  from  the  employ- 
er), up  from  8%  six  months  before.  "In 
the  next  two  or  three  years,"  said  Hay 
partner  Kenneth  P.  Shapiro,  "more 
than  50%  of  the  major  companies  will 
have  401  (K)  plans."  He  also  disagreed 
with  th©  Treasury  Department's  pre- 
diction that  the  losses  in  tax  revenue 
would  be  "negligible"  (Forbes,  May  9, 
1983)-  He  was  right  on  the  money  on 
both  counts. 

Last  winter  Hay  checked  546  big 
companies  during  its  14-city  round  of 
compensation  conferences  and  found 
that  57%  of  them  had  401  (K)  plans, 
compared  with  37%  in  1983;  another 
28%  were  considering  such  plans.  As 
for  revenue  losses,  the  Treasury  now 
'  considers  them  so  large  that  it  is  look- 
ing at  whether  the  plans  should  be 
I  scrapped. 

Shapiro  doesn't  think  Congress  will 
go  that  far,  but  he  would  not  be  sur- 
prised if  the  liberal  rules  about  with- 
drawals from  401  (K)  plans  were  tight- 
ened. (Although  401  (K)  has  been  in 
(the  IRS  code  since  1981,  the  Service 
has  yet  to  write  final  regulations  for 
jit.)  And,  in  any  case,  no  one  in  Con- 
igress  or  the  Administration  is  think- 
'■  ing  about  making  changes  retroactive. 
("Most  savings  now  go  into  IRAs  or 
i 401  (K),"  Shapiro  says,  "and  if  you 
jwant  people  to  save,  401  (K)  is  a  per- 
'fect  vehicle." 
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a  double  washbasin,  extra  deep 
tub,  and  separate  stall  shower. 

To  assure  privacy, 

our  guest  rooms  are 

limited  to  fourteen 

Westin 


per  floor.  Or,  as  your  needs  require, 
we  offer  three  floors  of  excep- 
tionally spacious  suites. 

Further  conveniences  include 
gourmet  dining  at  La  Chaumtere. 
Our  International  Business  Centre 
is  staffed  with  multi-lingual  per- 
sonnel and  available  seven  days  a 
week.  We  offer  complimentary 
Town  Car  service  to  Westside 
shopping.  And  easy  access  to  the 
main  building  is  provided  via  our 
gallery  concourse. 

Discover  the  superb 

European-style  hotel  awaiting  you 

on  Los  Angeles'  fashionable 

Westside.  We  invite  you  to  call  your 

travel  agent  or  telephone  us  at 

800-228-3000  or  in 

Los  Angeles 

213-277-2000. 
Hotels 
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ADVERTISEMENT 


FOOT  NOTES 


TWO  WRIGHT  FEET 

SlR:  While  visiting  my  son  in  New  York 
recently,  I  noticed  that  he  was  wearing  the 
same  shoes  I  have  on  right  now— yours.  I 
know  for  a  fact  that  he  only  cares  about 
looks,  and  I  care  more  about  comfort  and 
quality.  It's  no  coincidence  that  we  both 
standby  E.T.  Wright. 
—Dr.  William  Witt 
Shaker Hts.,  OH 


EYE-FOOT 
COORDINATION 

Sir:  Reference  my  new  Wright  Shoes,  I 
bought  a  pair  for  looks  alone  and  got  a  big 
surprise.  1  never  expected  them  to  be  so 
comfortable!  They  turned  out  to  be  the  finest 
hand-sewn  shoes  I've  ever  owned.  1  was 
especially  pleased  to  see  that  they're  Ameri- 
can made.  The  eyes  have  it,  and  the  feet  are 
happy  to  go  along. 
—Michael  Kaplan 
Portola  Valley,  CA 

For  a  free  color  catalogue  and  store  loca- 
tions, write:  E.T.  Wright 
&  Co.,  Rockland, 
MA  02370.  Or 
call  toll-free: 
800-343-1080. 
Style  100  top; 
style  M46 
bottom. 


Readers  Say 


Wright  Shoes® 


We've  been  Wright  for  m  jre  than  100  years. 

*  ■ 


Loud  cries 

Sir:  The  loudest  cries  for  increased 
legislated  government  intervention  in 
the  railroad  industry  ("Profits  over 
principle,"  Mar  25)  come  from  those 
who  would  seek  to  lower  their  operat- 
ing expenses  by  cannibalizing  the 
1980  Staggers  Act,  a  measure  that  ac- 
tually saved  many  railroads  from 
bankruptcy. 

The  Illinois  Central  Gulf  Railroad 
also  has  noted  the  hypocrisy  of 
mouthing  free-market  principles  for 
their  own  firms  or  industries  while 
advocating  government  regulation  of 
a  business  partner. 
— l)D.  Hagestad 
Senior  Vice  Preside) it. 

Marketing, 
Illinois  Central  Gulf  Railroad 
Chicago,  III 

Sir:  You  did  not  cite  cases  of  the  im- 
portation of  foreign  coal  to  U.S.  utili- 
ties due  to  high  transportation  costs. 
You  don't  mention  how  "revenue  in- 
adequate" railroads  continue  to  buy 
energy  companies  and  other  rail  lines 
out  of  cash  accumulations. 

You  justify  railroad  mergers  and  the 
elimination  of  duplicate  facilities. 
Obviously  you  haven't  seen  your  ex- 
port market  for  flour,  grain  products 
and  wheat  disappear  with  the  elimi- 
nation of  the  rails. 

When  it  comes  to  utility  bashing, 
the  environmentalists  can't  hold  a 
candle  to  you. 
— Shane  Woolbright 
Executive  Director, 

Municipal  Electric  Systems  of  Oklahoma 
Oklahoma  City,  Okla 

Sir:  Your  article  made  no  mention  of 
coal  slurry  pipeline  economies  in 
moving  coal,  which  was  beaten  back 
by  Congress  under  pressure  from  the 
railroads. 
— Jim  Rice 
Aurora,  Colo 


Burdensome  Mother 

Sir:  Malcolm  Forbes  (Fact  and  Com- 
ment, Apr.  8)  jokes  that  with  longer  life 
expectancy  we  may  have  to  pay  some 
of  the  deficit  we  thought  we  were 
piling  on  our  kids.  My  reaction  was 
different.  I  saw  more  unhappy  people 
and  strained  families. 

At  92,  Mother  requires  constant 
nursing  care,  cannot  stand  or  walk, 
has   lost   her    sight    and    short-term 


memory  and  soon  may  not  recognize 
me.  Yet  her  body  continues  to  be 
sound.  I  often  think  of  euthanasia.  I 
could  not  tell  you  when  the  right  time 
was  but  I  can  tell  you  that  it  has 
passed.  Each  day  I  hope  that  I  will 
receive  a  phone  call  to  tell  me  she  did 
not  wake  up  that  morning. 

Mother  receives  excellent  care,  has 
a  loving  son  and  daughter,  and  is  vis- 
ited by  me  or  my  wife  five  or  six  days 
a  week.  But  long  life  has  not  been  a 
joy — or  a  joke. 

Please  do  not  use  my  name  or  even 
my  town. 

Understandably. — Ed. 


Veg  heads  unite! 

Sir:  The  real  eye-catcher  in  your  arti- 
cle on  Green  Bay's  Larsen  Co.  (Apr  8) 
was  the  photograph  of  Larsen  Co. 
President  Quentin  Willems.  Mr.  Wil- 
lems  looks  fine,  but  the  position  of 
the  can  in  relation  to  the  worker  pic- 
tured in  the  background  merits  a 
neck-wrenching  double-take. 

Mr.  Willems  is  heading  for  union 
trouble  if  word  gets  out  that  condi- 
tions at  his  plant  are  turning  workers 
into  Veg- All-headed  mutants. 
— Matthew  T  Smith 
Manchester,  Mo 
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Quentin  Willems  of  Larsen  Co. 


Useless  reserve? 

Sir:  The  Strategic  Petroleum  Reserve 
was  never  a  good  idea  (Fact  and  Com- 
ment. Jan.  28).  In  case  of  an  emergen- 
cy, it  would  all  be  settled  before  any  of 
the  product  could  be  refined.  We  don't 
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HOW  TO  STOP  PLAYING 

THE  STOCK  MARKET  LIKE 

A  SMALL  INVESTOR. 


What  you  are  about  to  read  may 
seem  incredible  but  it's  the  absolute 
truth  and  your  own  documentation 
will  prove  it.  But  to  explain  our  con- 
cept I  must  first  relate  a  story  which 
has  nothing  to  do  with  my  plan  but 
is  very  relevant.  Please  read  on. 

By  Joseph  Sugarman,  President 

I  was  approached  recently  by  a 
gentleman  with  an  unusual  product— a 
Black  Jack  computer.  Using  the  com- 
puter you  could  earn  thousands  of 
dollars  playing  Black  Jack  in  Atlantic 
City  or  Las  Vegas.  But  there  was  a 
gimmick. 

CLEVER  SYSTEM 

No  casino  operator  would  allow  you 
to  use  a  computer  like  the  one  I've 
described.  So  the  inventor  devised  a 
clever  system  of  impulses  whereby  you 
"wear"  the  computer  hidden  on  your 
body  and  you  signal  it  and  it  signals 
you  without  anybody  else  knowing. 

He  has  sold  a  dozen  (of  them  and  has 
evidence  of  its  effectiveness.  It's  one  of 
those  few  products  that  pays  for  itself 
so  handsomely  that  any  gambler  would 
be  a  fool  not  to  buy  one.  But  there's  a 
catch. 

Only  a  handful  of  people  can  own 
one.  If  too  many  people  owned  one, 
casino  operators  would  find  out  and 
devise  counter  measures  to  stop  its  use. 

So  the  inventor  put  a  very  steep  price 
on  the  unit.  For  $10,000  he'll  sell  you 
the  item,  train  you  and  guarantee  its 
success.  A  neat  product?  I  rejected  it. 

BATTERED  INVESTORS 

I  relate  this  experience  because  it 
reminds  me  of  the  battered  American 
investor.  As  a  small  investor  you're 
competing  against  powerful  institutions 
with  their  thousands  of  analysts,  com- 
pany insiders  with  their  knowledge  of 
future  performance  and  market  makers 
with  their  ability  to  make  or  break  a 
stock.  And  it  has  often  been  said  that 
the  stock  page  and  a  few  darts  would 
get  you  the  same  results  as  from  the 
so-called  experts.  It's  no  wonder  that 
the  small  investor  feels  helpless,  groping 
for  some  new  theory  to  hang  a  hat  on, 
or  some  astute  advisor  who  is  more 
often  right  than  wrong  or  even  a  com- 
puter program  that  selects  only  winners. 

A  well-known  professional  trader  has 
often  said,  "If  there  was  a  computer 
program  that  was  completely  automatic, 
that  made  all  the  decisions  (and  was 
accurate),  somebody  would  own  the 
Exchange!' 


As  incredible  as  it  may  seem,  a  com- 
puter scientist  has  discovered  a  concept 
that  literally  brings  a  formula  to  the 
chaotic  gyrations  of  the  stock  market. 
But  unlike  other  present-day  concepts, 
this  one  is  so  complex  that  it  requires 
the  power  of  a  computer  and  the  use  of 
artificial  intelligence— a  new  generation 
of  software— to  perform  its  intended 
functions. 

The  program,  called  HalographixjM 
depends  on  three  factors:  historical 
data,  current  data  and  the  information 
available  from  the  Dow  Jones  News 
Retrieval®  service  and  it  will  work  only 
on  the  1 500  stocks  on  the  New  York 
Stock  Exchange.  It  will  help  you  com- 
pete against  professionals  and  will  do 
the  following: 

1 .  Select  a  small  group  of  stocks  from 
the  1500  listed  on  the  New  York  Stock 
Exchange. 

2.  Focus  your  attention  on  a  small 
number  of  stocks  in  that  group. 

3.  Determine  potential  future  price 
levels  of  those  stocks. 

4.  Help  you  analyze  current  trading 
activity  in  those  stocks  to  decide  when 
to  include  or  eliminate  them  from  the 
portfolio  provided  by  the  program 
(where  you  can  keep  an  accurate 
record  of  the  performance  of  those 
stocks). 

GROUP  OF  STOCKS 

No  matter  what  market  cycle  we  are 
in  there  is  always  a  group  of  stocks  that 
outperform  the  market.  Halographix  will 
help  you  select  stocks  which  have  that 
potential  and  then  suggest  to  you  what 
actions  to  take. 

In  all  my  years  of  struggling  through 
"easy-to-learn"  programs,  this  one  is  a 
snap.  My  11 -year-old  daughter  uses  it 
like  a  game.  To  use  Halographix  you 
need  only  an  IBM  (or  IBM  compatible) 
PC  with  at  least  128Kb  memory,  and  a 
telephone  modem.  We'll  provide  you 
with  initial  access  to  the  Dow  Jones 
News  Retrieval®  service  if  you're  not 
already  a  subscriber. 

Unlike  the  Black  Jack  computer  we 
can't  tell  you  about  the  fortune  you'll 
make  or  the  accuracy  of  this  program. 
In  fact,  we  really  want  to  warn  you.  It 
should  not  be  assumed  that  any  graph, 
chart,  formula  or  device,  including  the 
past  success  of  the  program,  can 
guarantee  profits  in  the  stock  market. 
But  like  the  Black  Jack  computer,  we 
will  only  sell  a  limited  number.  But  we're 
not  greedy,  so  here's  our  plan. 

Normally  a  program  like  ours  could 
easily  sell  for  several  thousand  dollars. 


We  realize  that.  But  Halographix  has 
one  other  feature  that  makes  it  pro- 
fitable for  us  to  sell  for  only  $199.  Each 
program  disk  that  we  send  you  is  only 
valid  for  a  three  to  four-month  period. 
At  the  end  of  this  period,  the  informa- 
tion then  "self  destructs"  primarily 
because  the  program  requires  ongoing 
statistical  updating. 

We  also  know  that  if  our  program 
does  indeed  pay  for  itself  handsomely, 
you'd  be  foolish  not  to  continue  order- 
ing the  updates  for  $199.  But  we  will  at 
first  limit  our  customers.  Here's  the  ar- 
rangement we  will  accept  if  you  are 
interested. 

SELECT  GROUP 

We  will  allow  a  select  group  of  private 
investors  to  purchase  the  limited  license 
for  the  program  (institutions  and  broker- 
age firms  are  not  eligible).  Since  we  will 
limit  the  number  of  program  licenses, 
we  reserve  the  right  to  reject  any  ap- 
plication. All  recipients  will  be  determin- 
ed through  random  selection  by  our 
computer. 

To  qualify,  we  only  ask  that  you  mail 
us  $199  plus  $6.00  postage  and  handl- 
ing (credit  card  buyers  please  call  800 
228-5000  and  ask  for  operator  33). 
When  placing  your  order,  give  us  your 
daytime  phone  number  so  I  may  con- 
tact you  personally  if  you  are  selected. 
Any  unfilled  orders  will  be  returned 
promptly.  And,  if  you  aren't  pleased  for 
any  reason,  you  may  return  your  pro- 
gram package  for  a  full  refund  anytime 
during  the  first  three  months.  The  dead- 
line for  orders  is  May  30,  1985  so  act 
promptly. 

If  for  any  reason,  you  are  not  select- 
ed, we  will  mail  you  a  free  3-month  trial 
subscription  to  my  JS&A  Advisory 
Newsletter  which  will  highlight  a  few  of 
the  Halographix  selections  and  I  will  put 
you  on  my  standby  list  should  we 
decide  to  enlarge  the  group  eligible  for 
the  program. 

Please  remember  that  ownership  of 
the  program  does  not  necessarily  mean 
that  you  will  be  successful  in  your 
trading  activity.  In  fact,  it  is  conceivable 
that  this  program  may  not  work  for  you 
at  all.  But  what  if  it  does? 


PRODUCTS 
THAT 
THINK- 

One  JS&A  Plaza,  Dept.FB 
Northbrook,  Illinois  60062 

ILresidents  add  7%  sales  tax   ©JS&A  Group,  Inc  .1985 


BEFORE  WE  PUT  IT  WHERE  IT  BELONG! 
WED  LIKE  TO  PUT  IT  IN  PERSPECTIVE. 


This  is  our  new  corporate  signature.  And,  as  you 
might  expect,  we  think  it  looks  terrific. 

But  what  it  looks  like  isn't  nearly  as  important 
as  what  it  stands  for.  And  what  our  new  signature 
stands  for  is  a  Scripps  Howard  you  may  know 
little  about. 

Sure,  we're  a  newspaper  company.  And  a  good 
one.  But,  beyond  our  14  daily  and  21  non-daily  news- 
papers, we're  a  broadcast  company  A  cable  com- 
pany And  a  publishing  company. 

We're  the  Scripps  Howard  News  Service.  Feature 
Syndicates.  The  World  Almanac®  And  eleven  other 


service  companies.  In  a  word,  Scripps  Howard 
is  communications.  In  total. , 

News.  Information.  Entertainment.  All  from  a 
company  committed  to  excellence  and  responsi- 
ble service  in  everything  and  anything  we  do. 

So,  to  us,  it  seems  only  right  that  our  new  corpo- 
rate signature  should  get  top  billing.  Just  this 
once.  Just  to  put  everything  in  perspective. 

From  now  on,  you'll  be  seeing  it  where  it  belongs. 
Right  here.  And  you'll  be  SCRIPPS 

seeing  Scripps  Howard  XJOWAPn 

mst  about  everywhere.  XlwVVr\Jt\J-/ 

TOTAL  COMMUNICATIONS 


know  what  will  happen  to  the  quality 
of  the  oil  once  it  is  pumped  into  the 
reserve.  It  may  wind  up  out  in  the 
Gulf  of  Mexico.  We  finally  got  a  pump 
installed,  but  it  cannot  go  back  into 
the  deep  recesses  of  all  the  caverns  in 
an  old  salt  mine.  The  reserve  certainly 
could  not  be  used  in  the  event  of  a 
major  war  because  somebody  would 
bomb  it. 

What  we  will  need  is  refined  prod- 
uct. The  way  to  do  it  is  to  utilize 
storage  tanks  that  are  already  in  place 
all  over  the  country.  Many  refineries 
have  closed  down  but  still  have  good 
storage.  Many  distributors  have  good 
storage. 
—John  R.  Habn 
Executive  Director, 
Missouri  Oil  Jobbers  Association 
Jefferson  City,  Mo. 


No  free  ride 

Sir:  In  response  to  "Score  one  for  the 
gray  market"  (Feb.  25),  we  would  like 
to  point  out  that,  like  many  of  the 
hundreds  of  other  U.S.  trademark 
owners,  we  are  engaged  in  interna- 
tional business  and  are  strong  propo- 
nents of  free  trade.  In  the  case  of  gray 
market  goods,  however,  consumers 
are  often  unaware  that  the  merchan- 
dise was  not  authorized  for  sale  in  the 
U.S.,  frequently  does  not  have  a  U.S. 
warranty  and  does  not  meet  U.S.  safe- 
ty or  labeling  requirements.  If  such  a 
product  is  defective,  the  consumer 
must  bear  the  expense  of  repair  or 
replacement. 

Free  market,  yes.  Free  ride,  no. 
— Robert  Miller,  President, 

Charles  of  the  Group  Ltd. 
Robert  Pliskin,  President, 

Seiko  Time  Corp. 
Christian  Hausmann,  General  Counsel, 

Michelin  Tire  Corp. 
Michael  Stern,  President, 

Parfums  Stern  Inc. 
Roland  Polhem,  President, 

Victor  Hasselblad  Inc. 
Herbert  Sax,  Executive  Director, 

Coalition  To  Preserve  TJje  Integrity  of 

American  Trademarks 
Washington,  DC. 


Can't  both  run  and  read 

Sir:  Re  your  recommendation  that  we 
urge  our  congressional  representa- 
tives to  read  The  Pentagon  and  the  Art 
of  War  (Fact  and  Comment  II,  Apr.  8). 
They  can't.  They  are  too  busy  getting 
ready  to  run  in  1986  or  1988. 
— S.R.  Mautner 
Boothbay  Harbor,  Me. 
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CPF 


Corporate 

Preferred  Fund  asks: 

Did  your  Corporation 

earn  these  rates 

on  its  cash? 

19.3% 

Taxable  equivalent  income  based 
on  current  distribution  rate*  of 

11.2% 


carefully  selected  and  actively 
managed  in  order  to  protect 
against  volatility  and  erosion  of 
capital  investment. 
Daily  Liquidity.  Investors  can  re- 
deem their  shares,  at  any  time,  at 
their  then  current  net  asset  value 
— without  charge. 
The  CPF  Focus.  CPF  managers 
apply  longer-term  credit  analysis 
to  the  portfolio  selection  process. 

For  further  information  on  CPF 
Corporate  Preferred  Fund,  includ- 
ing management  fees,  charges 
and  expenses,  call  or  send  for  a 
prospectus.  Read  it  carefully  be- 
fore you  make  an  investment. 


CPF's  investors  did. 
Because  CPF  let  them 
capitalize  on  the  invest- 
ment and  tax  benefits  of 
adjustable-rate  preferred 
stocks.  CPF  offers: 

High  Yield.  CPF  is  designed  to 
produce  a  higher  after-tax  return. 

6.9%  Tax  Rate.  Corporate  in- 
vestors benefit  from  the  85% 
dividends-received  deduction. 
The  result:  a  maximum  6.9% 
tax  rate  on  qualifying  dividends 
for  corporations. 

Stability  of  Principal.  CPF's  diver- 
sified portfolio  of  securities  is 

•Calculated  by  dividing  distributions  for  the  30  days  ending  3/31/85  by  the  opening  share  price  of  S49.86. 
Taxable  equivalent  rate  assumes  a  maximum  federal  corporate  tax  rate  and  that  all  CPF  distributions 
qualify  for  the  85%  dividends  received  deduction. 


I  want  to  learn  more  aboutCPF  Corporate  Preferred  Fund. 

Call  Corporate  Preferred  Fund  at  (212)  319-6647. 

Or  complete  coupon  and  send  to  Corporate  Preferred  Fund, 

One  East  54th  Street,  New  York,  N.Y.  10022 


CPF 


Name . 


.title  . 


Company . 


Address . 
State  


.City. 


Zip. 


.  Telephone  ( 


If  You  Look  Hard  Enough,  You  Just 
Might  Find  Some  Place  Where  First 
Boston's  Ability  lb  Raise  Equity 
Capital  Isn't  Powerful. 

If  there's  capital  to  be  raised,  even  in  a 
place  as  remote  as  Antarctica,  you  can  be 
sure  First  Boston  will  be  there.  If  you're 
wondering  how  First  Boston  can  make 
this  claim,  there's  a  very  good  reason.  In 
1984,  First  Boston  and  its  international 
partner,  Credit  Suisse  First  Boston 
(CSFB),  raised  more  equity  and  equity- 
linked  capital  for  issuers  worldwide  than 
any  other  firm. 

Unlike  any  other  U.S. -based  invest- 
ment bank,  First  Boston,  with  London- 
based  CSFB,  provides  a  truly  global 
equity  perspective:  a  sales  and  trading 
network  with  a  world  view  on  investor 
preferences,  yet  without  bias  toward  any 
one  capital  market.  This  unique  capability 
is  particularly  important  today,  as  the 
1980s  are  experiencing  the  rapid  evolu- 
tion to  a  global  equity  market. 

This  means  a  world  of  opportunity 
for  equity  issuers.  For  example,  when 
Texaco  Inc.  sought  an  important  refinanc- 
ing, CSFB  globally  syndicated  $1.5  billion 
of  convertible  securities.  And  when  NEC 
Corporation,  a  leading  Japanese  technol- 
ogy company,  needed  $150  million,  they 
chose  CSFB  to  lead  an  international  dis- 
tribution of  convertible  securities. 

In  1984,  Esselte  AB  of  Sweden  was 
looking  for  a  creative  plan  to  launch  the 
initial  public  offering  (IPO)  of  its  subsidi- 
ary. First  Boston  and  CSFB  were  called 
in  to  help.  The  result:  a  3.3  million  share 
IPO  syndicated  in  the  U.S.,  Europe  and 
Japan.  And,  in  a  landmark  transaction, 
Bowater  pic  chose  First  Boston  to 
manage  the  IPO  of  its  North  American 
subsidiary— the  important  first  step  in  a 
complex  demerger  strategy. 

The  international  market  is  a  vital  source 
of  equity  capital.  To  get  First  Boston's 
international  equity  experts  working  for 
you,  call  Theodore  V.  Fowler,  Managing 
Director,  at  headquarters  in  New  York  City, 
(212)  909-2501. 

International  Equity. 
Another  Reason  Why  First  Boston  Is 
Getting  The  Call  In  1985. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


NO  MATTER  HOW  YOU  SLICE  IT,  EVERYONE'S  GONNA  FEEL  IT 


Federal  spending  cuts  will  vary  vastly  from  what  the 
President  first  proposed.  Virtually  all  will  be  less  and  many 
not  at  all.  As  far  as  the  budget  goes,  the  loaf  finally  baked 
by  the  Treasury  Secretary  will  be  more  than  half,  and  it 
will  be  passable  and  signable.  Baker's  able. 

Sweeping  tax  reforms? 

The  Jack  Kemp/Bill  Bradley  approach  will  get  lots  of  lip 
lift,  but,  in  the  end,  way  too  few  votes  to  make  it  through 
the  pass.  The  easiest  out,  and  the  one  most  likely  to  be 
taken,  will  be  a  no-end-playing  minimum  tax.  Every- 
body'll  pay,  on  a  sliding  scale,  something — no  matter  that 
the  most  meritorious  deductions  might  entitle  him  to  pay 
nothing.  So,  too,  corporations.  Sure,  there  are  such  provi- 


sions on  the  books  now.  But  they've  been — and  often  are — 
duckable  in  present  form. 

A  minimal  tax  on  certain  income  levels,  and  a  no- 
matter-what  minimal  tax  on  corporate  profits,  isn't  all 
that  bad  an  idea — quite  aside  from  the  fact  that  it's  politi- 
cally palatable. 

It  avoids  the  horrendous  wrangling  over  eliminating 
deductions  that  affect  one  or  more  of  every  person's  and 
business'  tax  nerves. 

With  loopholeless  minimum  tax  rates,  many  present 
deductions  can  remain. 

But  no  body,  profitable  corporate  or  decently  incomed 
human,  will  or  should  get  away  with  paying  nothing. 


OUR  FRONT  LINE  TROOPS  AT  HIGHEST  RISK 


and  with  a  shocking  rate  of  bloody  wounds  and  battlefield 
deaths  are  not  in  the  Department  of  Defense.  They  are  in 
the  Department  of  State.  Our  foreign  embassies,  consul- 
ates, missions.  Terrorists  stalk  them,  hunt  and  haunt  their 
families. 

A  U.S.  bodily  presence  at  posts  all  over  the  globe  is  a 
must — and  usually  vital  at  the  posts  of  greatest  tension 

A  FORWARD  MOVE— MOVING  U.S. 

Greece's  Socialist  Prime  Minister  Papandreou's  anti- 
U.S.  phobia  is  getting  more  and  more  bilesome. 

His  overnight  political  beheading  of  President  Karaman- 
lis  and  his  fulsome  courting  visitations  to  Moscow  make 
clear  that  the  U.S.  (NATO)  presence  in  Greece  is  likely  to 
be  bounced  sooner  than  anticipated.  Papandreou  is  deter- 
mined to  "nonalign"  in  the  Cuban  sense. 

This  is  one  of  those  rare  instances  where  the  put-out 


and  peril.  Americans  manning  these  posts  are  not  trained 
for  military  combat,  but  they  are  the  first  targets  of  fanat- 
ical, hostile  militants. 

Wouldn't  you  agree  that,  more  often  and  with  more 
visibility,  the  Congress  as  well  as  the  President  should — 
literally — award  their  valor? 

There's  compelling  call  for  it. 

UNITS  FROM  GREECE  TO  TURKEY 

could  turn  out  to  be  for  the  best.  Relocating  U.S. 
capabilities  in  Turkey  will  give  'em  a  footing  more  firm 
than  ever  in  a  rugged  country  whose  anti-Redness  perme- 
ates its  very  core.  When  Turkish  brigades  battled  beside 
Americans  in  Korea,  they'd  give  an  inch  only  over  their 
dead  bodies — even  in  the  face  of  orders  for  tactical 
retreat. 
As  I  wrote  here  just  20  years  ago,  "In  200  years  the 
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Turks  have  literally  been  at  war  13  times  with  Russia.  If  all 
the  rest  of  the  world  were  Red,  the  Turks  would  bite  that  paw 
if  it  tried  to  hug  them.  Of  all  the  countries  in  all  the  world, 
they  will  be  the  last  to  participate  in  a  marriage  in  Moscow. 
"Turkey  is  and  remains  a  virile,   vigilant  American 


friend  in  a  part  of  the  world  where  resolution  and  reliance 
are  not  widespread  national  virtues." 

Relocating  units  in  Turkey  is  not  taking  a  fallback 
position.  It  would  be  a  first-rate  forward  move,  a  great 
strengthening  of  NATO's  anchor  position. 


IF  LOS  ANGELES'  MAYOR  BRADLEY  WASN'T  67 

for  sure  he'd  be  a  luminous  light  on  the  national  politi- 
cal   scene,    an    impressive    contrast    to    Jesse    Jackson. 

THE  MOST  BRILLIANT  ADS  SINCE  VOLKSWAGEN  BEETLE 

For  years  no  single  advertising  campaign  equaled 
Doyle  Dane  Bernbach's  for  Volkswagen.  Soaring 
sales,  awards  beyond  count.  A  total,  classic  advertis- 
ing $ucce$$. 

Now  there  is  one  on  a  par,  coincidentally  also  having 
to  do  with  transportation.  In  a  field  as  jammed  as  the 
New  York 
Marathon  is 
with  Brand 
competition, 
Nike  is  miles 
ahead  of  the 
pack,  every 
foot  covered 
along  the  way. 
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lESSi  SIS 

RESTAURANTS— GO 

•  Le  Regence— 37  East  64th  St.  (Tel:  734-9100).  Quite 
unlike  the  rest  of  the  world,  top-notch  hotel-run  restau- 
rants are  virtually  nonexistent  in  this  country.  New  York 
has  one  that's  most  good,  Maurice,  at  the  Parker-Meridien; 
now  it  has  a  second — Le  Regence  at  the  newly  unveiled 
New  York  Plaza  Athenee.  Britain's  luminous  Lord  Charles 
Forte  and  son  Rocco  run  the  two  best  hotels  in  Paris  and 
now  one  of  the  two  best  hotel  restaurants  in  New  York. 

Gordon's— 38  MacDougal  St.  (Tel:  475-7500).  Good 
taste  is  more  oft  associated  with  British  aristocracy  than 
practiced  by  it,  and  this  delightful  restaurant,  owned  by  a 
third  cousin  to  Princess  Di,  is  the  same— there's  warmth, 
cheerfulness,  space  and  grace.  The  only  thing  lacking  taste 
is  sometimes  the  food. 

©  Cafe  Mortimer— 155  East  75th  St.  (Tel:  861-2481). 
This  round-the-corner  wee  offspring  of  flourishing  Mor- 
timer's is  a  cheery  delight.  At  eight  tables  you  can  have 
unpretentiously  delicious  sandwiches,  eggs  benedict, 
chicken  hash,  hamburgers,  soups,  pizzas  or  omelettes  and 
other  accoutrements  of  a  light  lunch.  Or  a  perfect  hot  biscuit, 
toast  and  tart-y  tea.  Or  a  yummy  pre-  or  post-theater  supper. 
Jerry's  Bar  and  Mesquite  Grill— 565  West  23rd  St. 
(Tel:  807-6261).  At  this  cavernous  location  near  to  no- 
where (23rd  Street  and  11th  Avenue),  the  previous  restau- 
rateur had  a  trendy-lively  and  tasty  success  that  faded 


,  STOP 

away  before  the  initial  cost  did,  I'm  sure.  Now  Jerry 
Brandt,  former  rock-punk-new-wave  power  of  the  Ritz, 
Electric  Circus,  et  al.,  is  "out  of  music  and  into  food."  If 
you're  bitten  by  the  mesquite  bug,  it's  well  done  here.  But 
if  raw  fish  is  not  your  dish,  neither  is  this. 

•  Finalmente,  nee  L'Arco  di  San  Calisto — 575  Hud- 
son St.  (Tel:  243-3524).  This  luxuriously  decored,  newest 
Italian  restaurant  is  midtown-uptown  in  its  style  and 
quality,  but  it's  a  pioneering  class  act  in  Greenwich  Vil- 
lage. Let's  hope  it  makes  it. 

•  Manhattan  Ocean  Club— 57  West  58th  St.  (Tel: 
371-7777).  This  place  is  new,  bright,  big  and  white.  But  the 
catch  is  the  Catch.  Clams  are  up  to  the  challenge  of  the 
sharpest  knife  and  maximum  molar  pressure.  Lobsters 
often  successfully  stand  off  the  s^eam.  Here's  a  club  where 
you  needn't  pay  the  dues. 

Les  Delices  Guy  Pascal — 1231  Madison  Ave.  (Tel: 
289-5300);  939  First  Ave.  (Tel:  371-4144).  A  patisserie 
eatery  whose  pastries  are  good,  but  the  sandwich/quiche 
snacks  are  much  less  so. 

•  Quatorze  240  West  14th  St.  (Tel:  206-7006).  A  hap- 
py tone  note  on  a  street  with  almost  none.  Good  Taste  in 
every  respect — food,  decor,  service  and  prices.  The  two-star 
raves  of  both  Marian  Burros  in  the  New  York  Times  and 
Seymour  Britchky  in  his  Restaurant  Letter  are  warranted. 
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TIME  99    BUSINESS  WEEK  51     FORBES  45 

We  promised  you  an  honest  cover  count  (Mai.  25) — I'm  sorry  to  say.  And  even  sorrier  to  do. 
But  there's  a  redeeming  side — as  these  readers'  responses  (carefully  chosen!)  point  out: 


Forget  the  covers — what 
counts  is  that  your  informa- 
tion was  many  times  better 
than  the  others'.  Yours  gave 
us  facts  and  analysis  about 
what  is  going  on. 

— Ron  Waldron 
Sonoma,  Calif. 

I  have  to  vote  for  Time's 
cover,  but  I  read  your  fea- 
ture story.  Does  this  prove 
you  can't  judge  a  book  by  its 
cover? 

— Paul  Taylor 
Houston,  Tex. 

For  once,  Business  Week 
had  the  best  cover.  You  still 
have  the  best  magazine. 

— Denis  Seger 
Westminster,  Calif. 

Once  again  Forbes  illus- 
trates its  commitment  to 
style  and  "connoisseur-ship" 


with  the  Munchian  cover.  I 
did  laugh  when  I  picked  up 
that  issue;  it  was  just  like  our 
company  that  day!  Don't 
ever  change. 

— Mary  Rife 
Miami,  Fla. 

Time.  But,  in  this  case,  it's 
not  "what's  up  front  that 
counts."  I'll  still  take  Forbes 
for  the  information. 

— L.H.  Church 
Portland,  Ore. 

Business  Week.  But  your 
story  proves,  never  judge  a 
magazine  by  its  cover! 
Forbes  is  not  #1,  but  the  1. 
There  isn't  a  #2. 

— Eric  F.  Voelz 
Smyrna,  Ga. 

Only  Forbes  exposed  as 
blatantly  self-serving  the 
clever     position     corporate 


predators  are  assuming  to 
gain  respectability —  "cham- 
pions of  the  shareholder." 

— Caroline  Walker 
Seattle,  Wash. 

Time's,     but     don't     lose 
heart.  I  haven't  missed  an  is- 
sue of  Forbes  in  20  years. 
— Vernon  H.A.  Hartmann 
St.  Louis,  Mo. 

The  cover  illustration  is 
one  of  the  finest  examples  of 
the  depth  of  thought  and 
breadth  of  experience  which 
Forbes  brings  to  its  readers. 
— Andrew  E.  Moysenko 
Lowell,  Mass. 

I  thought  Forbes'  cover 
was  the  second  installment 
to  "Nuclear  Follies."  Hands 
up  for  Business  Week! 

— Kerilma  V.  Greene 
Mahbu,  Calif. 


BusinessWeek 
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SINCE  WE  HAVE  TO  STOMACH 

so  much,  at  least  include  good  food  once  in  a  while. 


GRIPING  SHOULD  BE 

confined  to  the  stomach. 


BOOKS 


Pleasures  and  Regrets — by  Marcel 
Proust  (The  Ecco  Press,  $7.50).  Read- 
ing this  makes  it  hard  to  understand 
why  Remembrance  of  Things  Past  is 
considered  by  so  many  as  the  classic 
novel.  Did  swooning  ever  hold  such 
full  sway?  Mr.  Proust  revels  in  de- 
tailing life  as  it  never  was  except  in  a 
cocoon  of  his  own  weaving. 
Excerpts:  [Alexis]  had  grown  used  to  his  uncle's  mortal 
illness,  as  we  get  used  to  everything  that  continues 
around  us  unchanged.  Alexis  behaved  toward  him  as  we 
behave  toward  the  dead:  he  began  to  forget  him.  .  .  . 
Jacques'  mouth,  avid  under  his  mustache,  appeared 
against  my  cheek.  Shaken  to  the  depths  of  my  being,  I 
leaned  my  head  closer  to  his,  when  1  saw,  yes,  1  tell  it 
just  as  it  happened,  listen  to  me  since  I  am  able  to  tell 
you,  on  the  balcony  outside  the  window,  I  saw  my 
mother  looking  at  me  aghast.  I  do  not  know  whether 
she  cried  out.  I  heard  nothing,  but  she  fell  backwards 
and  lay  there  with  her  head  caught  betvseen  two  bars  of 
the  railing.  ...  7  almost  missed  myself,  and  yet  I  had 
aimed  carefully  but  I  fired  badly.  However,  they  could 
not  extract  the  bullet,  and  heart  complications  set 
in.  .  .  .  Her  eyes  shone  with  imbecility.  Her  smiling  face 
was  noble,  her  gesticulations  excessive  and  insignifi- 
cant. Trusting  in  God,  she  displayed  the  same  flurry  of 


optimistic  excitement  on  the  eve  of  a  garden  party  or  a 
revolution,  apparently  conjuring  radicalism  or  bad 
weather  with  the  same  gestures. 


#  The  Follower — by  Henry  Bromell 
(G.P.  Putnam's  Sons,  $15.95).  The 
hero  literally  follows  people  because 
he  feels  alone  and  "connects"  thusly. 
I  got  40  pages  into  this  223-page  book, 
but  that's  only  because  it  cost  $15.95. 
Don't  follow  my  example. 


PAUL 
BOWLES 

POINTS  IN 
TIME 


©  Points  in  Time — by  Paul  Bowles 
(Ecco  Press,  $12.50).  Paul  Bowles  is 
our  expatriate  author  nonpareil.  For 
the  past  three  decades  he's  lived  in 
Morocco,  and,  in  this  quite  small 
work,  he  conveys  the  feel  and  sense 
and  history  and  culture  of  Moroccan 
centuries. 

Excerpt:  They  say  he  had  a  walled- 
in  garden  where  he  walked  at  sun- 
set. It  could  have  been  his  prison,  save  that  he  was  free, 
and  with  the  leisure  to  invent  the  perils  that  beset  him 
from  within. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Any  Kind  Is  Bad 

[I  remember]  the  1930s  story  about 
a  policeman  in  New  York's  Union 
Square  wielding  a  billy  club  to  break 
up  a  Communist  rally.  "But  I'm  an 
anti-Communist,"  one  demonstrator 
protested,  to  which  the  policeman — 
stepping  up  his  blows — replied,  "I 
don't  care  what  kind  of  a  communist 
you  are!" 

— Allen  Weinstein, 
New  York  Times  Book  Review 

Disaster  Recipe 

There  have  been  more  than  50  con- 
stitutions promulgated  by  the  British 
on  the  independence  of  their  various 
colonies.  Very  few  have  worked.  Ours 
has.  Why?  Because  we  have  a  practical 
people  whose  cultures  tell  them  that 
contention  for  the  sake  of  contention 
leads  to  disaster. 

— Singapore's  Prime  Minister  Lee, 
New  York  Times 

Mc  to  Meet  Mack 

Travelers  who  believe  that  the  best 
fast  food  is  found  where  the  truckers 
go  may  soon  be  following  the  big  rigs 
to  McDonald's.  The  hamburger  giant 
will  begin  work  this  fall  on  its  first 
facility  designed  especially  for  the 
drivers  who  push  the  Macks,  Harvest- 
ers and  other  large  vehicles.  Called — 


what  else? — McStop,  the  Lakeville, 
Minn.,  complex  will  feature  a 
McDonald's  restaurant  plus  a  gas  sta- 
tion, motel,  convenience  store  and  a 
small  shopping  center.  Included  will 
be  double-width  lanes  and  extra-large 
parking  spaces  for  semitrailers  and 
recreational  vehicles. 

If  enough  of  them  pull  over,  the 
Minnesota  McStop  could  become  the 
basis  for  a  whole  new  chain. 

— Time 

Next  to  Godliness 

I  loathe  housekeeping.  I  like  the 
story  Joan  Rivers  told  at  Nancy  Rea- 
gan's lunch  during  the  inauguration. 
Somebody  asked  her  if  she  does  any 
housekeeping,  and  she  said  no,  that 
when  her  house  is  dirty,  she  calls  the 
Beverly  Hills  police  to  report  a  rob- 
bery, and  they  come  over  to  dust  for 
fingerprints.  But  I'd  do  it  if  I  had  to, 
polish  silver  and  all  that,  because  I'm 
a  stickler  for  cleanth. 

—Pat  Buckley,  W 

Forward! 

[There  is]  a  need  for  a  better  per- 
spective on  all  the  concerns  we've 
been  hearing  about  the  damage  for- 
eign competition  and  the  strong  dol- 
lar have  supposedly  been  doing  to 
American  manufacturing.  That  dam- 
age is  certainly  not  being  reflected  in 


"Tonight  s  specials  arc  a  kind  of  hamburger  thing  with  a  weird 

sauce;  some  sort  of  strange  fish;  a  real — /  think  it  is — stuffed  with 

God  knows  what,  and. . ." 


employment;  the  U.S.  has  added  8 
million  jobs  since  1981  and  the 
number  is  still  rising. 

The  IMF  estimated  last  week  that 
the  U.S.  economy  would  grow  3.6% 
this  year,  vs.  2.3%  in  Europe.  De- 
spite occasional  bad  news  and  the 
still-looming  problem  of  world  debt, 
something  profoundly  healthy  has 
been  taking  place.  The  U.S.  econo- 
my has  started  to  lead  the  world 
economy  into  a  new  era  of  declining 
rather  than  accelerating  inflation 
and  declining  rather  than  accelerat- 
ing taxation. 

— Wall  Street  Journal  editorial 


"How  did  you  go  bank- 
rupt?" Bill  asked. 
"Two  ways,"  Mike  said. 
"Gradually  and 
then  suddenly." 

Ernest  Hemingway, 
The  Sun  Also  Rises 


Bright  and  Shiny 

Justin  is  three  years  old  now.  An- 
other generation  marches  onstage, 
blue  eyes  wondrously  alive,  bright  as 
a  dime.  I  say  to  him,  conversationally: 
"Hey,  Justin.  What's  new?" 

And  he  grins  and  replies,  with  per- 
fect accuracy,  for  him,  "Everything!" 
— The  Chief, 
by  Lance  Morrow 

Men  without  Women 

The  macho  image  in  advertising  is 
making  a  comeback.  At  least  that's 
what  Advertising  Age  says.  Apparent- 
ly, he-men  were  displaced  in  the  last 
decade  by  women,  but  now  they've 
been  rediscovered.  (They  were  prob- 
ably just  Out  There  shampooing  and 
splashing  on  after-shave  all  this  time.) 
"That  tough-guy,  dominant-male  im- 
age is  about  to  re-emerge.  We're  going 
to  put  the  sensitive  man  on  the  back 
burner."  [An]  executive  said  that  the 
Eighties  would  probably  be  a  time  of 
"guys  together." 

— Outside 

Quiet,  Please 

Three  years  ago,  a  cartoon  in  the 
satirical  magazine  Private  Eye 
showed  two  men  slumped  in  the  arm- 
chairs of  a  London  club.  One  of  them, 
perusing  the  Times's  obituary  col- 
umn, says  to  the  other,  "Good  Lord, 
Fenton,  I  had  no  idea  you  had  died!" 
— Craig  Brown,  New  York 
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The  turbocharged  Chrysler  LeBaron  Convertibles. 
Thrill  to  the  power  of  the  ultimate  luxury. 


These  are  the  ultimate  convertibles,  i ; 

:  result  of  the  new  science  of  luxury. 

>mpare  them  to  other  convertibles.  The 

?Baron  Mark  Cross  Edition  features  rich 

gathers  and  advanced  electronic  instru- 

'  mutation.  And  its  graphic  message  cen- 

:r  keeps  you  in  control  with  computer 

ige  intelligence.  I  ' __ 

Power  brakes,  power  steeri ng,  power  rea r  q ua rter  wi ndow 
nd  power  top  are  standard.  And  front-wheel  drive  gives  you 
incanny  traction  and  control. 

You  have  never  been  moved  like  this  before.  LeBaron's 
jptional  turbocharger  spins  extra  power  out  of  thin  air  and 


delivers  all  the  power  you  want  for  acceler- 
ation, for  passing,  for  effortless  cruising  in 
comfort  and  luxury.  And  because  this  is 
Chrysler  engineering  at  its  finest,  you 
enjoy  the  reassurance  of  protection.  Your 
'/  engine,  drivetrain  and  even  your  turbo  are 
backed  by  a  5-year  or  50,000-mile  Protec- 

I   tion  Plan;  while  outer  body  rust-through  is 

covered  for  the  same  period.  ^ 

The  turbocharged  Chrysler  LeBaron  Series      & 
moves  you— like  no  other  cars  in  America,  Europe      Y 


or  Japan.  Buy  or  lease  at  your  Chrysler-Plymouth 
dealer.  Buckle  up  for  safety. 


'     J  Chrysler  | 

Division  of. 
Chrysler  Corporation 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels .  rifF**  III  [ 

Plus,  you  get  Guest  Quarters'  answer  to  room        ^IL=ltlL 
service:  Suite  Service.  We  can  serve 
you  a  gourmet  dinner,  cater  your  party 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 
/7±i=TPj    have  never  stayed  at  Guest 
Quarters  before,  will  never 
stay  anyplace 
else  again. 


THE  ALL  SUITE  HOTELS 


Call  toll  free 


800  424-2900 

In  Washington.  DC.  call  861-6610 
or  call  your  travel  consultant 


tiSk 


WASHINGTON,  DC 


HOUSTON,  TX        ATLANTA,  GA 


801  NewHampshire  Ave.  N  W.         5353  Westheimer  Rd  111  Perimeter  Center  West 

2  500  Pennsylvania  Ave.  N.W.  7000  Roswell  Rd. 

\LEXANDRIA,  VA      GREENSBORO,  NC      TAMPA,  FL  CHARLOTTE,  I 

'OS.  Reynolds  St.  59Z9  W.  Friendly  Ave.  555  N.  Westshore  Blvd.         6300  Morrison  Blw 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


WE  SHOULD  DO  MORE 


The  House  Foreign  Affairs  Committee  has  authorized 
$5  million  of  aid  for  two  noncommunist  Cambodian  guer- 
rilla groups  fighting  the  Vietnamese  occupation  of  their 
country.  The  Administration  is  reportedly  dropping  its 
opposition  to  such  assistance. 

It's  about  time.  Congress,  in  fact,  should  substantially 
increase  this  authorization. 

The  U.S.  has  been  surprisingly  tardy  in  providing  help  to 
anticommunist  insurgents  around  the  world.  Afghan  free- 
dom fighters  are  hurt  by  our  refusal  to  give  them  antiheli- 
copter  weapons.  We  provide  nothing  to  guerrillas  led  by 
Jonas  Savimbi  in  Angola,  where  only  the  presence  of 
Cuban  troops  saves  the  Communist  government  from 
collapse.  We  are,  perversely,  giving  money  to  Marxist 
Mozambique,  whose  government  is  tottering  under  attack 
from  guerrilla  forces. 

Only  in  Nicaragua  has  the  Administration  taken  force- 
ful steps,  but  it  has  yet  to  make  a  persuasive  case  to  the 
public  about  the  true  stakes  here. 

The  aid  for  the  Cambodians  would  be  funnelled 
through  Thailand  and  would  involve  no  American  per- 
sonnel. One  of  these  organizations  is  headed  by  Prince 
Sihanouk,  the  other  and  larger  one  by  Son  Sann,  a  former 


Cambodian  prime  minister.  Helping  these  Cambodian 
groups  will  put  particular  pressure  on  an  overextended 
Soviet  Union.  Russia  is  spending  several  billion  dollars  a 
year  financing  the  Vietnamese  army,  now  the  world's 
third-largest,  with  1.1  million  men  (the  U.S.  Army 
numbers  700,000). 

There  is  a  moral  issue  as  well.  These  groups  provide  an 
alternative  to  the  Khmer  Rouge  guerrillas,  which  by  de- 
fault are  the  largest  anti-Vietnamese  force  (the  Chinese 
provide  them  with  lavish  aid).  When  in  power,  the  Khmer 
Rouge  murdered  2  million  to  3  million  of  their  country- 
men. The  Vietnamese  justify  their  occupation  on  the 
grounds  of  preventing  this  genocidal  group  from  regaining 
power.  That's  why  the  recent,  ferocious  Vietnamese  at- 
tacks against  Cambodian  refugee  camps  along  the  Thai 
border  were  concentrated  on  the  Son  Sann  and  Sihanouk 
partisans  and  were  light  on  the  Khmer  Rouge.  Hanoi 
doesn't  want  to  remove  its  pretext. 

Soviet  satellites  are  on  the  defensive.  The  U.S.  would  be 
foolish,  strategically  and  morally,  not  to  take  this  opportu- 
nity to  increase  the  pressure  on  Moscow. 

The  Russkies  haven't  hesitated  to  do  the  same  to  us  in 
the  past — as  in  Vietnam. 


THE  LAFFER  CURVE  MAY  GO  TO  WASHINGTON 

Californians  are  in  for  some  lively  politicking  next     revenue  than  higher  ones.  By  letting  people  keep  more  of 
year.  Ebullient  economist  Art  Laffer  is  going  to  run  for     what  they  produce,  Laffer  argues,  people  will  produce 


the  U.S.  Senate  seat  now  occupied  by  Demo- 
crat Alan  Cranston. 

Most  pols  roll  their  eyes  at  the  notion. 
They  and  a  number  of  economists  doubt 
whether  the  former  U.S.C.  professor  has  the 
temperament  to  withstand  the  intense  pres- 
sures of  the  political  scene  today. 

Laffer  may  prove  them  wrong.  His  bubbling 
personality,  his  engaging  television  style,  his 
ability  to  make  economics  comprehensible  to  the  public 
should  make  him  a  force  to  reckon  with  in  a  media  state 
like  California. 

Laffer,  of  course,  achieved  fame  for  his  Laffer  Curve, 
which  illustrated  that  lower  tax  rates  often  generate  more 


more  and  the  economy  will  grow.  Ronald  Rea- 
gan liked  what  he  heard  from  Laffer  and  a 
handful  of  others,  and  he  persuaded  Congress 
to  enact  a  substantial  tax  cut  in  1981. 

Now  Laffer  figures  that  it  is  time  to  take  a 
plunge  into  the  political  maelstrom  to  pro- 
mote such  ideas  as  tax  reform  that  would 
knock  the  top  rate  from  50%  to  30%  or  less, 
and  monetary  reform  that  would  reduce  in- 
terest rates  by  tying  the  dollar  to  gold. 

Laffer  faces   tough  opposition,   but,   even  if  he  isn't 
successful,    his   presence    should    elevate    and    sharpen 
debate  on  key  issues. 
This  will  be  a  fun  race  to  follow 
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Toshiba's  ChromaTxicft  Copier  changes  color 

at  a  touch. 

With  most  copiers,  in  order  to  change  colors,  you  have  to  pu-u-ull  out  the  black  cartridge  and 
sho-o-ove  in  the  color  cartridge.  But  Toshiba's  new  ChromaTouch  Copier  makes  life  simpler. 

CHANGE  COLORS  AT  A  TOUCH.    Just  one  touch  lets  you  go  from  black  to  a  second  color.  Presto. 
Chango  Or  back  to  black.  Presto.  Chango  Color  copies  have  never  been  easier.  Or  looked  better. 

THE  MOST  FEATURED  COPIER  FOR  THE  MONEY    Toshiba's  BD-4121  ChromaTouch  Copier  isn't  just  tj 
a  great  color  copier.  It's  a  great  copier  that  makes  crisp,  clear  edge-to-edge  copies.  With  all  the  features 
you  need.  Including  zoom  enlargement  and  reduction.  Optional  10-bin  sorter,  document  feeder  and  stack 
feed  bypass. 


RED.  BLUE.  BROWN.  PICK  A  COLOR.   What  color  do 
you  want  your  copies?  ChromaTouch  lets  you  choose  red,  blue 
or  brown  for  your  second  color.  And  you  get  it  with  just  a 
touch.  If  you  want  another  color,  changing  colors  with  your 
ChromaTouch  Copier  takes  just  seconds.  And  it's  as  easy  as 
changing  a  typewriter  ribbon. 

FOR  MORE  INFORMATION.    Toshiba  means  quality  in. 
Quality  out.  To  find  out  more  about  the  copier  that  changes 
colors  presto,  chango,  send  your  business  card  to  Copier 
Products  Division,  Toshiba  America,  Inc.,  2441  Michelle  Drive, 
Tustin,  CA  92680.  Or  call  1-800-457-7777. 


^buch  with  Tomorrow 


Toshiba 
ChromaTouch  Copier 


TOSHIBA 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


America's  on 
a  borrowing 
binge  again 


"I  want  it  all, 

and  I  want 

it  now" 


Financial  markets 

are  unmoved 

. . .  thus  far 


GREAT  EXPECTATIONS  =  BORROWING 

Total  outstanding  domestic  credit  in  February  rose  by  $10.4 
billion  compared  with  a  year  earlier — a  27.1%  annual  increase.  That 
was  beaten  only  by  the  27.3%  annual  jump  in  May  last  year. 

No  one-month  credit  figure  is  decisive,  but  the  trend  for  installment 
credit — for  automobiles  and  credit  card  balances — is  clearly  upward. 

Auto  loans  in  February  were  up  "only"  20%  over  a  year  earlier,  but  the 
February  total  of  $3.8  billion  (seasonally  adjusted)  was  up  sharply  from 
January's  $2.9  billion.  Those  8.8%  loans,  after  allowing  for  inflation 
and  average  tax  rates,  carry  a  seductive  adjusted  interest  rate  of  3.2%. 

Revolving  credit  in  February  was  up  26.5%  compared  with  a  year 
earlier,  with  a  sharp  42.5%  rise  in  that  held  by  commercial  banks.  And 
the  catchall  "other"  (things  like  holidays,  education,  maybe  IRAs)  was 
up  20%.  Figures  for  March  and  April  should  contain  more  of  those. 

Mortgage  borrowing,  an  even  larger  slice  of  domestic  credit,  has 
been  more  moderate. 

Perhaps  that's  because  delinquencies  are  rising.  Maybe  those  adjust- 
able rate  mortgages  are  beginning  to  bite.  The  delinquency  rate,  in  any 
case,  rose  from  around  2%  in  the  first  half  of  1984  to  2.3%  in  December 
and  now  to  2.6%. 

The  differences  since  the  last  U.S.  borrowing  binge,  in  1979,  may  help 
explain  what's  going  on. 

In  1979  inflation  was  high  and  rising,  and  interest  rates  were  low.  It 
really  was  cheaper  to  borrow  to  "buy  now  and  pay  later." 

The  current  credit  binge  has  more  to  do  with  the  modest  rises  in  pay. 
The  slow  growth  of  real  wages  helps  create  new  jobs  and  get  the 
unemployed  back  to  work,  but  the  other  side  of  the  coin  is  that  many 
do  not  have  all  the  spending  money  they  think  the  economic  good 
news  implies. 
Logical  conclusion:  They  are  borrowing  to  fill  their  pocketbooks. 

This  time  last  year,  concerned  that  the  rise  in  domestic  credit  as 

well  as  in  the  money  supply  might  regenerate  inflation,  the  Fed  raised 

its  interest  rates  (in  February-March  and  again  in  May)  in  all  by  two 

points. 

Growth  faltered,  and  the  Fed  then  eased  its  purse  strings,  discovering 

that  credit  continued  to  grow  but  that  inflation  did  not  reappear. 

It  seems  that,  within  reason,  credit  growth  is  less  important  than 
theorists  suggest.  Certainly  financial  markets  are  thus  far  unmoved  by 
news  about  credit  growth  (or,  at  other  times,  the  lack  of  it). 

So  this  borrowing  binge  should  not  of  itself  lead  the  Fed  to  impose 
higher  interest  rates. 

But  what  will  happen  when  credit  runs  short?  The  cost  of  credit  will 
rise.  The  unhappy  implication  of  that,  of  course,  is  slowing  domestic 
demand. 
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The  Forbes  Index 


Forbes  Index 


12-month  close  up 


180 


100 


A  sharp  drop.  The  Forbes  Index,  which  has  been  on  the 
decline  since  February,  fell  0.4%  in  the  latest  reporting 
period.  This  is  the  sharpest  drop  since  last  October.  The 
principal  culprit  for  the  latest  setback  is  a  1 .9%  month-to- 
month  decline  in  retail  sales.  The  reduced  sales  figure 
may  not  be  as  bad  as  it  seems,  however,  because  month- 
earlier  figures  showed  a  fairly  healthy  1.6%  gain. 


There  were  a  few  bits  of  good  news.  Manufacturers' 
inventories  were  up  0.1%  from  month-earlier  figures. 
With  such  modest  growth,  inventories  are  likely  to  be  less 
dangerously  high  when  the  economy  slows  down  than 
they  have  been  in  past  cycles.  And  new  unemployment 
claims  fell  3.5%  from  the  previous  month.  This  was  the 
first  month-to-month  decline  since  the  start  of  the  year. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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ESCORT 


RADAR  WARNING  RECEIVER 


n  Japan,  where  high-tech  electronics 

are  a  way  of  life,  they  pay  $714.93 

for  an  American-made  radar  detector 

(You  can  get  the  same  one  for  considerably  less) 


!ven  we  were  a  little  surprised.  All  we  did 
A/as  build  the  best  radar  detector  we  knew 
,-iow.  We  shipped  our  first  ESCORT  in  1978, 
ind  since  then  we've  shipped  over  600,000. 
Mong  the  way  the  ESCORT  has  earned  quite 
a  reputation— among  its  owners,  and  also  in 
everal  automotive  magazines. 

Credentials 

Over  the  past  five  years,  Car  and  Driver 
nagazine  has  performed  four  radar  detector 
:omparison  tests.  Escort  has  been  rated 
[lumber  one  in  each.  Their  most  recent  test 
included  "The  Escort  radar  detector  is 
Nearly  the  leader  in  the  field  in  value,  cus- 
omer  service,  and  performance . . ."  We  think 
hats  quite  an  endorsement. 

Our  Responsibility 

One  of  the  reasons  for  our  reputation  is 
3ur  attention  to  detail.  If  we  don't  feel  we  can 
jo  something  very  well,  we  simply  won't  do  it. 
That's  why  we  sell  Escorts  direct  from  the 
actory  to  you.  Not  only  can  we  assure  the 
quality  of  the  ESCORT,  but  we  can  also  make 
sure  that  the  salesperson  you  speak  to  is 
knowledgeable.  And  if  an  ESCORT  ever 
needs  service,  it  will  be  done  quickly.  And 
t  will  be  done  right. 

50  States  Only 

And  that's  the  reason  we  don't  presently 
iell  ESCORTS  outside  of  the  United  States. 
Even  in  the  countries  that  use  identical  radar 
Japan  and  Australia,  to  name  two)  we  know 
:hat  we  couldn't  provide  the  kind  of  customer 
service  that  ESCORT  owners  expect.  So  we 
aass  up  the  additional  sales  rather  than  risk 
3ur  reputation. 


"Dear  Sir..:' 

So  we'll  admit  we  were  surprised  when  a 
letter  from  one  of  our  customers  included  an 
advertisement  from  a  Japanese  automotive 
magazine.  The  ad  pictured  an  ESCORT,  and 
the  price  was  1 58,000  yen .  Our  customer  was 
kind  enough  to  convert  that  to  U.S.  dollars. 
Using  that  day's  rate  of  exchange,  an  American- 
made  ESCORT  was  worth  $714.93  in  Japan. 
Further  translation  revealed  the  phrase  "The 
real  thing  is  here!"  and  warned  against 
imitations. 


This  !4  page  ad  was  a  total  surprise. 


Econ  101 

Needless  to  say,  we  were  flattered.  We 
knew  that  ESCORT  had  an  impressive  repu- 
tation, but  we  never  expected  to  see  it  "boot- 
legged" into  other  countries  and  sold  at  such 
a  premium.  But  the  laws  of  supply  and  demand 
are  not  so  easy  to  ignore.  When  there  is  a 
strong  need  for  a  product,  there  is  an  equally 
strong  incentive  for  an  enterprising  capitalist 
to  fill  that  need.  And  apparently,  that's  just 
what  happened. 


Easy  Access 

Of  course,  it's  easy  for  you  to  get  an 
ESCORT— just  call  us  toll-free  or  write  us  at 
the  address  below.  The  price  is  the  same  as 
it's  been  for  the  last  five  years:  $245.  Quite 
a  deal  for  what  the  Japanese  must  think  is 
the  best  radar  detector  in  the  world. 

Try  ESCORT  at  no  risk 

Take  the  first  30  days  with  ESCORT  as  a 
test.  If  you're  not  completely  satisfied 
return  it  for  a  full  refund.  You  can't  lose. 

ESCORT  is  also  backed  with  a  one 
year  warranty  on  both  parts  and  labor. 
ESCORT  $245  (Ohio  res.  add  $13.48  tax) 

TOLL  FREE 800-543-1608 

IN  OHIO 800-582-2696 


VISA 


By  mail  send  to  address  below.  Credit" 
cards,  money  orders,  bank  checks,  cer- 
tified checks,  wire  transfers  processed 
immediately.  Personal  or  company 
checks  require  18  days. 

ESCORT 

RADAR  WARNING  RECEIVER 


Cincinnati  Microwave 
Department  100-O44-A19 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


Tune  in  Talkback  with  Jerry  Galvm   America  s  new  weekly  satellite  call-in  comedy  talk  show.  Sunday  evenings  on  public  radio  stations  Check  local  listings 

c  1984  Cincinnati  Microwave.  Inc 
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There  are  lots  of  ways  to  get  ahead 
.  i  the  business  world. 

You  can  aim  a  little  higher  than  the 
competition,  work  a  lot  harder. 

Even  call  on  more  of  the  top  100 
business  centers  than  anyone  else. 

Or,  better  yet,  just  have  lunch  with 
the  right  people. 


Forbes 


GM  has  lost  a  big  chunk  of  market  share  to  Chrysler  and  Ford 
with  its  1985  cars.  Temporary  setback  or  permanent  loss? 


Even  giants 
stumble 


By  Barry  Stavro 


General  Motors  has  lost  three 
to  four  percentage  points  of 
market  share  (depending  on 
how  it  is  counted)  since  the  1985 
model  year  began  last  October,  while 
Ford  and  Chrysler  have  been  on  the 
climb.  Counting  imports,  GM's  mar- 
ket share  of  all  car  sales  has  run  41% 
to  43%  monthly  since  the  1985  model 
year  began,  against  45%  to  46%  the 
year  before. 

In  half  the  model  year,  October 
through  March,  GM  reported 
2,142,000  retail  car  sales,  down  5% 
from  the  year  before.  Ford  reported 
1,024,000,  a  12%  gain.  Chrysler  re- 
ported 549,000  car  sales,  up  24%,  and 
that's  without  its  popular  minivans. 

Why?  There  are  all  sorts  of  excuses. 
GM  had  a  strike  last  fall.  It  then  had 
the  smallest  car  inventory  of  the  Big 
Three.  With  inventories  lower,  it 
didn't  quickly  follow  Chrysler  and 
Ford  with  8.8%  financing  for  the 
slower-selling  cars.  They  are  good  ex- 
cuses, but  just  for  a  week  or  two.  The 
strike  was  short,  and  Ford  and 
Chrysler  inventories  aren't  much  dif- 
ferent from  GM's  now.  Is  GM's  loss  of 
market  share  just  a  temporary  dip  on 
the  charts?  Maybe  not.  GM  sales 
haven't  shown  much  of  a  spurt  since 
it  went  to  the  financing  bargain  a  few 
weeks  ago.  Chrysler  and  Ford  are  still 
picking  up  market  share  on  the  indus- 
try leader. 


What's  the  problem?  Says  one  Big 
Three  executive  (not  a  GM  man):  "If 
you  take  a  look  at  their  numbers  ver- 
sus a  year  ago,  their  deterioration  is 
basically  at  the  top  end,  in  Oldsmo- 
bile  and  Cadillac."  The  mid-  and  up- 
per-priced European-made  autos — 
Volvo,  BMW,  Audi,  Mercedes — are 
selling  at  the  rate  of  27,000  a  month, 
and  those  customers  used  to  be  GM's. 
"At  one  time  70%  to  75%  of  that 
market  was  GM's,"  says  this  execu- 
tive. "If  you  didn't  like  the  Cadillac, 
you  bought  a  Lincoln.  And  you 
bought  about  one  Lincoln  to  about 
five  Cadillacs.  But  there  are  one  hell 
of  a  lot  of  alternatives  out  there  now." 
A  Ford  market  analyst  thinks 
Chrysler  has  a  sales  advantage  with 
its  five-year  car  warranty,  while  his 
own  company  is  winning  sales  with 
its  innovative  styling. 

What  says  GM?  James  Vorhes,  GM's 
vice  president  for  sales  and  service, 
argues  that  the  dip  in  market  share  is 
merely  cyclical.  He  notes,  over  20 
years,  GM's  market  share  was  between 
43%  and  47%,  so  being  at  the  bottom 
happens  sometimes.  "We  don't  like  to 
lose  any  market  share  ever,  but  we 
recognize  that  one  year  ago  we  were 
running  particularly  strong." 

Vorhes  is  right:  GM's  market  share 
has  dipped  before  and  then  rolled 
back.  Will  things  be  different  this 
time?  This  much  is  certain:  Never  in 
recent  history  has  the  competition 
been  so  formidable.  ■ 
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GM  slips 


Auto  companies  judge  them- 
selves against  competitors  by 
measuring  market  share. 
Chrysler  and  Ford  are  moving 
up  at  GM's  expense. 


Cat  market  share,  including  imports 
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Among  its  other  problems,  Caterpillar  now 
finds  itself  competing  with  itself  Solution: 
Move  more  production  abroad. 


See  the  nice, 
gray  Cat 


By  Roger  Neal 


F|  irst  it  was  Rolexes  and  Bac- 
carat. Then  Porsches.  What 
products  are  the  gray  market  im- 
porters arbitraging  now?  Caterpillars. 
And  not  only  the  little  Cat  910  rub- 
ber-tired loader,  but  everything  up  to 
and  including  the  giant  Cat  245  exca- 
vator, which  weighs  some  130,000 
pounds  and  lists  at  U.S.  dealers  for 
$450,000. 

Myron  (Marshall)  Shyshlak  of  Seat- 
tle is  just  one  of  dozens  of  indepen- 
dent equipment  brokers  who  have 
been  importing  foreign-built  Cats 
since  the  dollar  climbed  in  1983.  For 
most  of  the  1970s  Shyshlak,  55,  ex- 
ported U.S. -made  Caterpillar  excava- 
tors to  developing  nations.  Now,  with 
the  dollar  at  3.03  deutsche  marks  and 
at  250  yen,  he  is  busy  importing 
equipment  into  the  U.S.,  where  orders 
are  strong.  He  imports  Cats,  not  only 
because  he  thinks  they  are  the  best, 
but  also — thanks  to  gray  marketers — 
because  they  are  the  cheapest. 

Shyshlak  buys  new  Caterpillar  ex- 
cavators and  loaders  manufactured  at 
Cat  plants  in  Glasgow,  Scotland,  in 
Gosselies,  Belgium  and  in  Sagami- 
hara,  Japan  and  ships  them  to  Hous- 
ton. Even  after  shipping  and  insur- 
ance, Shyshlak  can  sell  them  to  a  Cat 
dealer  for  up  to  15%  less  than  Cater- 
pillar charges  its  U.S.  dealers  for  the 
same  machine  made  in  Peoria.  If  15% 
doesn't  sound  like  much  of  a  dis- 
count, remember  that  even  a  little 
Cat,  a  936  rubber-tired  loader,  lists  at 
$100,000. 

According  to  Los  Altos,  Calif  .-based 
market  researchers  at  Manfredi  &  As- 
sociates, the  gray  market  for  con- 
struction equipment  was  worth 
around  $600  million  last  year,  a  not 
inconsiderable  chunk  of  the  $5.1  bil- 


construction    equipment 


lion    new 
business. 

Some  analysts,  Wertheim  &  Co.'s 
Mitchell  Quain,  for  one,  think  Cater- 
pillar brought  this  situation  on  itself, 
by  keeping  its  prices  in  the  U.S.  20% 
to  25%  above  its  prices  in  Europe 
even  in  years  when  the  dollar  was 
stable.  U.S.  contractors  who  had  an 
aversion  to  foreign-built 
Cats  didn't  mind  paying 
the  price.  Anyway,  there 
wasn't  much  competi- 
tion here.  But  after  the 
surging  dollar  boosted 
the  price  difference  to  as 
much  as  30%  and  40%, 
middlemen  like  Shysh- 
lak nimbly  stuck  their 
feet  in  contractors' 
doors. 

It's  a  classic  example 
of  arbitrage's  keeping 
the  market  efficient.  A 
U.S.-built  Caterpillar 
215B  hydraulic  excava- 
tor lists  in  the  U.S.  for 
$120,000.  A  gray  mar- 
keter can  import  an  al- 
most identical  Belgian- 
made  version  for  $74,000  and  sell  it 
directly  to  a  contractor  for  around 
$95,000— a  22%  discount.  Or,  more 
likely,  he  will  sell  it  to  a  Cat  dealer  for 
about  $85,000.  That  is  around  15% 
less  than  Cat  charges  its  dealers  for 
equipment  made  in  Peoria. 

Gray  marketers  work  on  slim  mar- 
gins. One  broker  who  claims  to  have 
done  $20  million  in  sales  last  year 
says  he  has  only  34  people  abroad  and 
only  4  in  the  U.S.  This  makes  it  hard 
for  established  dealers  to  compete 
with  them.  Says  Larry  Wallace,  ex- 
ecutive vice  president  of  Foley  Ma- 
chinery Co.  in  Piscataway,  N.J.,  "It's 
difficult  to  compete  with  someone 


whose  only  expense  is  a  phone  bill." 
So  Wallace  sometimes  buys  a  new 
European  Caterpillar  or  two — direct 
from  the  gray  marketers.  It's  no  won- 
der that,  despite  a  depressed  market 
abroad,  Caterpillar's  sales  last  quarter 
increased  11%  there,  vs.  just  3%  in 
the  U.S. 

Gray  marketers  don't — can't — offer 
much  in  the  way  of  service  to  contrac- 
tors. Gray  Cats  come  with  no  warran- 
ty, no  service  agreements,  no  guaran- 
tee of  parts  availability  and  often  no 
financing.  But  the  savings  can  buy  a 
lot  of  parts  and  service.  Besides,  any 
sizable  contractor  probably  already 
has  mechanics  on  the  payroll  to  ser- 
vice the  equipment. 

Can  Caterpillar  stop  the  flood  of 
gray  Cats?  A  better  question:  Does  it 
want  to?  Caterpillar  lost  $160  million 
on  sales  of  $6.5  billion  last  year  and 
$70  million  more  in  this  year's  first 
quarter.  Those  results  would  have 
been  even  worse  had  Cat  cut  prices  on 
its  Peoria-made  machines  to  battle 
the  gray  marketers.  Instead,  Cat  has 
kept  prices  high  in  the  U.S.,  where 
contractors  have,  until  recently,  been 
willing  to  pay  for  Cat  quality,  and  low 


Shirley  Kaneda 


outside  the  U.S.,  where  Cat  wants  to 
hold  market  share.  "Even  in  good 
years  they  have  never  shown  an  ac- 
ceptable return  on  European  produc- 
tion," says  Wertheim  analyst  Quain. 
In  1981,  which  was  a  typical  year, 
according  to  Quain,  Caterpillar's  op- 
erating margin  abroad  was  just  7%, 
vs.  20%  in  the  U.S. 

Rather  than  cut  domestic  prices, 
Cat  management  has  said  it  plans  to 
shift  more  production  overseas  to 
take  advantage  of  the  strong  dollar.  A 
Cat  spokesman  tells  Forbes:  "We 
don't  recognize  the  term  gray  market. 
From  our  standpoint  it's  a  supply  and 
demand  problem."  ■ 
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Is  People  Express  Airlines  a  burned-out 
case?  What's  certain  is  that  they  bought 
more  planes  than  they  have  sold  tickets. 


Now  everybody's 
doing  it 


By  Howard  Banks 


Donald  Burr,  43,  founder  and  chief  executive  of  People  Express 
He  predicts  10%  to  20%  growth  a  year. 


Peter  Tatlner 


Donald  Burr,  the  43-year-old 
founder,  chairman  and,  since 
January,  president,  too,  of  Peo- 
ple Express,  lectures  at  the  best  busi- 
ness schools  about  the  airline's  coun- 
terculture success.  There  is  the  par- 
ticipative management,  the  stock 
incentives  that  created  employee- 
owners,  the  clerks  who  take  their 
turns  in  the  air.  It's  a  legend,  but  you 
can't  meet  payrolls  with  legends. 
Now  People  is  facing  its  most  serious 
test  finding  enough  passengers  to  fill 
all  the  planes  the  airline  has  bought. 

The  major  airlines,  now  mostly  in 
the  black  again,  are  taking  People's 
cheap  fares  head-on,  and  People  has 
been  running  in  the  red:  a  net  loss  in 
the  fourth  quarter  of  1984  of  $1 1  mil- 
lion— even  after  a  gain  of  $14  million 
from  selling  a  plane — and  an  operat- 
ing loss  of  about  $25  million  in  Janu- 
ary and  February.  The  stock  is  about  8 
over-the-counter,  down  from  26  a 
couple  of  years  ago. 

Burr  remains  cocky.  In  a  week-long 
swing  at  the  end  of  March,  he  helped 
persuade  investors  to  oversubscribe  a 
$25  convertible  preferred  offering, 
raising  $33  million  at  10%  yield. 

He  can  point  to  major  improvement 
in  March:  The  load  factor  (percentage 
of  seats  filled)  that  month  was  62.6%, 
enough  to  break  even,  he  says,  against 
56%  load  factors  earlier  this  year.  But 
the  competition  is  doing  even  better. 
American  and  Eastern  set  any-month 
traffic  records  in  March,  and  USAir 
and  Delta  reported  20%  -plus  gains  in 
March  load  factors. 

What  happened  was  that  when  the 
competition  met  People's  fares,  or 
came  close,  more  passengers  chose 
the  full-service  airline  than  chose  no- 
frills  People,  where  food  and  checking 
bags  cost  extra.  People's  home  termi- 
nal in  Newark  is  a  zoo,  and  the  airline 
has  been  difficult  to  phone.  Who 
needs  that  when  full-service  competi- 
tors equal  or  nearly  equal  People's 
fares?  People  went  into  the  New 
York-to-Minneapolis  market  last 
summer  with  seven  flights  a  day. 
Northwest  and  Republic  then  slashed 
their  fares.  People  is  now  down  to  four 
flights  a  day  and  with  smaller  planes. 

It  has  had  similar  experiences  try- 
ing to  break  into  Chicago,  Denver  and 
Detroit.  American  challenged  Peo- 
ple's fares  in  January  with  what  it 
called  the  Ultimate  Super  Saver, 
which  filled  otherwise  empty  seats. 

On  the  key  transcontinental  routes, 
New  York  to  Los  Angeles  and  San 
Francisco,  People's  low  $99  one-way 
fare  is  filling  its  two  daily  flights.  The 
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majors  have  cut  their  booking  condi- 
tions to  a  three-day  advance  purchase 
fare  of  $129  one-way  Monday  through 
Thursday  and  $169  Friday  through 
Sunday.  The  majors  lose  money,  but 
they  maintain  a  squeeze  on  People. 

Faced  with  losses  on  his  own  low 
fares  last  year,  Burr  substantially  in- 
creased many  ticket  prices  25%  to 
60%  but  now  is  cutting  them  again 
where  competition  is  hottest. 

Finding  profitable  new  routes  also 
grows  harder  because  they  are  already 
well  served  or  could  cannibalize  Peo- 
ple's existing  business.  For  example, 
People's  London  route  is  highly  prof- 


itable, but  the  airline  needs  to  add 
international  routes  to  use  additional 
Boeing  747s  coming  this  year.  Flying 
into  Amsterdam  could  hurt  its  own 
London  traffic,  so  People  would  like 
to  fly  to  Switzerland,  but  the  Swiss 
don't  care  for  low-priced  competitors. 
None  of  this  denies  Burr's  achieve- 
ment. By  year-end,  People  will  have 
enough  seats  to  be  the  ninth-largest 
carrier  in  the  U.S.,  after  only  four 
years  of  full  operation.  Last  year  ca- 
pacity more  than  doubled,  with  70% 
more  gain  seen  this  year.  That  growth 
is  behind  the  troubles  at  the  Newark 
terminal,  but  a  new  terminal  is  being 


readied.  Break-even  also  has  been 
lowered  from  the  75%  load  factor 
needed  at  the  end  of  last  year. 

An  unruffled  Burr  has  taken  three 
weeks'  vacation  since  Christmas — his 
first  extended  time  off  since  founding 
the  airline;  he  intends  to  take  more. 
"We're  building  a  house  at  Martha's 
Vineyard,"  he  says.  He  claims  he  has 
the  future  figured.  "The  vast  expan- 
sion is  over  for  a  year  or  two.  When 
we're  sure  everything  works  nicely, 
we'll  go  into  a  manageable  growth 
curve  of  10%  to  20%  a  year."  Maybe 
so,  but  the  advantages  that  gave  Peo- 
ple its  start  are  fast  eroding.    ■ 


TWA  could  finally  make  a  lot  of  money. 
But  first,  just  a  little  turbulence. 


Daylight 
ahead? 


By  Harold  Seneker 


T|  o  be  successful  in  a  confron- 
tation, management  has  to  be 
credible,"  says  C.E.  (Ed)  Meyer 
Jr.  earnestly  from  behind  horn-rims. 
Confrontation?  The  term  seems  too 
strong  for  this  tall,  slender,  balding 
man  with  a  mildly  bookish  manner, 
who  rose  from  controller  at  Eastern  to 
CEO  at  TWA.  He  has  a  certain  hyper- 
energy,  but  he  certainly  does  not 
come  on  like  a  gut  fighter. 

Yet  today  he  is  talking  confronta- 
tion with  the  International  Associ- 
ation of  Machinists  &  Aerospace 
Workers,  no  babies.  He  is  making  ap- 
parent preparations  to  take  a  strike 
this  spring  or  summer.  Without  labor 
concessions  TWA  will  have  a  hard 
time  surviving  in  an  era  of  deregula- 
tion and  competition. 

Why  is  Meyer  doing  this?  Because 
the  machinists  beat  hell  out  of  him 
last  time  around,  when  they  struck  in 
1982  and  TWA  caved  in.  And  because 
TWA  has  found  itself  at  a  disadvan- 
tage in  wages  and  work  rules  against 
key  competitors.  Its  labor  costs  were 
actually  below  Pan  Am's  and  Ameri- 


can's in  1981,  before  the  strike.  But  by 
1983  they  ran  substantially  higher: 
38.9%    of    revenues,    vs.    35.3%    at 
American  and  31%  at  Pan  Am. 
If  the  labor  situation  can  be  im- 


proved, a  major  break  in  the  clouds  is 
appearing  for  TWA,  along  with  the 
entire  airline  industry.  Fuel  costs  are 
headed  down.  Inflation  is  way  down. 
The  big  airlines  are  even  learning  to 
cope  with  unregulated  competition. 
With  Braniff  broke  and  Continental  in 
Chapter  11,  the  airline  unions  have 
seen  the  handwriting  on  the  wall. 
Wage  freezes,  two-tier  pay  scales, 
wage  and  fringe  cuts  and  work-rule 
revisions  are  proliferating  at  other 
major  airlines. 

The  pilots  and  nonunion  employ- 
ees, from  Meyer  down  to  the  secre- 
taries, endured  temporary  givebacks 
in  1983  and  1984.  That  gave  the  air- 
line some  relief.  But  Meyer's  nemesis 
is  the  machinists  (though  the  flight 
attendants  are  negotiating,  too).  In 
June,  Meyer  will  also  start  talking 
with  the  pilots  again.  If  he  can't  beat 
the  machinists,  he  will  be  hard  put  to 
persuade  the  others  to  make  further 
concessions.  Archrival  Pan  Am  has 
already  said  it  intends  to  get  its  labor 


Trans  World  Airlines  President  and  Chief  Executive  C.E.  Meyer  Jr. 

Is  spinning  off  from  the  parent  company  credibility  enough? 
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costs  down — after  it  has  just  beaten  a 
strike.  It  has  already  held  labor  costs 
to  as  little  as  31%  of  revenues,  and 
last  year  kept  them  at  34% .  Even  with 
givebacks,  layoffs  and  attrition,  1984 
payroll  costs  at  TWA  dropped  from 
38.9%  of  TWA  revenues  to  35.3%, 
still  a  point  higher  than  Pan  Am's. 

TWA  has  a  lot  of  potential.  Each 
point  of  improvement  in  labor  costs 
would  add  over  a  dollar  to  per-share 
earnings,  pretax.  The  stock  sells  at 
around  13  and  made  all  of  17  cents 
last  year,  when  it  had  its  first  operat- 
ing profit  since  1978. 

Since  so  much  depends  on  competi- 
tive labor  contracts,  management  has 
been  downright  obsessive  preparing 
for  this  year's  confrontations.  So  ob- 
sessive that  the  airline  was  spun  off  to 
the  parent  company's  stockholders  in 
1984,  making  the  airline  and  the  for- 
mer parent  legally  independent  com- 
panies (see  box,  below).  Explains  Mey- 


er: "The  spinoff  clearly  puts  the  issue 
to  the  airline  to  survive  alone."  Trans- 
lation: no  more  outside  businesses 
with  positive  cash  flows  for  the  air- 
line unions  to  milk. 

Meyer  has  put  together  a  war  chest 
of  $400  million  through  stock  sales, 
borrowing,  equipment  sales  and  every 
other  source  he  can  find.  He  has  been 
on  the  offensive  since  November,  tell- 
ing the  union  members  what  a  great 
deal  he  offers — it's  roughly  in  line 
with  what  unions  are  getting  at  other 
airlines,  and  it  throws  in  job  security. 
He  knows  there  is  skilled  airline  labor 
on  the  street  looking  for  work.  Stay, 
and  keep  your  job  for  life.  Walk  out, 
and  maybe  somebody  else  will  get 
your  job  for  his  life. 

Suppose  Meyer  gets  what  he  wants. 
Then  what? 

With  lower  costs  he  can  add  flights. 
His  domestic  hub  operation,  at  St. 
Louis,  built  at  tremendous  cost  in 


time,  money  and  service  disruption, 
can  handle  a  lot  more  traffic  at  rela- 
tively little  cost.  Losses  at  St.  Louis 
have  shrunk  $100  million  in  the  past 
year,  which  had  a  lot  to  do  with  put- 
ting TWA  modestly  in  the  black  for 
1984.  Already,  he's  inaugurating  di- 
rect flights  from  St.  Louis  to  Paris, 
Frankfurt  and  London,  relieving  his 
crowded  international  hub  at  JFK  in 
New  York  City. 

He  has  grand  plans  down  the  road 
for  an  assault  from  both  hubs  on  the 
lucrative  winter  market  in  the  Carib- 
bean, with  the  long-haul  planes  from 
TWA's  summer  transatlantic  traffic. 
That  would  help  operating  margins  a 
lot,  too. 

Meyer  is  girded  as  if  for  the  battle  of 
his  life.  He  smiles  blandly  from  be- 
hind his  horn-rims.  Go  ahead,  that 
smile  seems  to  say  to  the  machinists 
and  the  others.  I'm  prepared  this  time. 
Make  my  day.  ■ 


No  plans  to  buy  an  airline  . . .  now 


Ed  Smart  still  works  in  the  same 
Manhattan  tower,  but  these 
days  he  gets  off  at  the  41st  floor 
instead  of  the  42nd.  Now  he's 
chairman  and  chief  executive,  not 
of  a  company  with  a  struggling  air- 
line, as  he  was  a  little  over  a  year 
ago,  but  of  Transworld  Corp.,  a 
growing  food  and  lodging  conglom- 
erate with  $2  billion  in  sales  and 
net  of  $115  million,  or  $3  a  share, 
last  year.  Transworld  was  the  par- 
ent of  TWA  but  spun  the  airline  off 
last  year,  and  Smart,  who  joined 
TWA  in  1967  and  worked  on  diver- 
sification, held  on  to  the  smaller 
but  safer  end  of  the  stick. 

"Our  goal  is  15%  growth  in  earn- 
ings per  share  per  year,"  he  says. 
"One  way  to  do  that  is  to  seek  good 
acquisitions  that  play  to  our 
strengths.  We  focus  on  consumer 
services.  We're  rather  heavily  mar- 
keting-oriented. And  we  think  we 
know  how  to  manage  labor-inten- 
sive businesses." 

The  businesses  are  run  day  to 
day  by  Charlie  Bradshaw,  the 
Transworld  president  who  arrived 
in  1979  with  the  star  acquisition, 
Spartan  Food  Systems.  "Hilton  In- 
lational,  il  you  calculate  using 
•oca!  currencies,  grew  about 
16%  last  year,  which  you  lose  sight 
of  when  you  convert  into  strong 
U.S  dollars.  Century  21,  the  realty 
franchises?  They're  growing  great 
guns,"  says  Bradshaw.  "With  Can- 
teen Corp.  we're  shifting  our  food 


service  and  our  vending  machines  out 
of  the  smokestack  sector  and  into 
white-collar  and  service-type  ac- 
counts, and  cutting  costs. 

"And  there's  also  the  low-budget 
restaurants  that  Spartan  has  all  over 
the  Southeast.  We've  got  Hardee's 
fast-food  franchises,  but  our  own 
Quincy's  steak  houses  are  the  real 
growth  opportunity. 

"We  could  afford  a  big  acquisition," 
Bradshaw  says.  But  no  turnarounds. 
"We're  not  interested  in  taking  some- 
body's sick  horse  and  whipping  it 
back  into  shape." 

Which  brings  up  a  certain  large  con- 


sumer service  company  that  needs 
marketing,  has  big  labor  costs,  ties 
into  the  Hilton  hotels  worldwide 
and  could  use  Canteen's  food  ser- 
vice operation.  Suppose  the  former 
airline  subsidiary  gets  its  union 
problems  under  control.  It  has  the 
same  chairman  as  Transworld,  al- 
most the  same  name  and  15  of  its 
19  board  members  in  common. 
And  it  occupies  the  floors  above 
and  below  Ed  Smart's  corner 
office. 

"We  have  no  plans  to  acquire  an 
airline  now,"  says  Bradshaw.  But 
he  laughs  when  he  says  it. — H.S. 


Transworld  Corp.  President  and  Chief  Operating  Officer  Charles  J.  Bradshaw 
Minding  the  stores  in  the  house  that  Smart  built. 
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Controlling  medical  costs  is  a  great  idea. 
But  does  the  suddenly  popular  utilization 
review  method  cost  more  than  it  saves? 


Hold  that  scalpel? 


By  Ellen  Paris 


Thanks  largely  to  abuses 
by  a  venal  few,  looking  over 
doctors'  shoulders  is  be- 
coming big  business.  Ac- 
cording to  the  American 
Medical  Peer  Review  Associ- 
ation, up  to  30%  of  U.S. 
businesses  providing  medi- 
cal benefits  to  employees 
now  use  a  review  service. 


How's  this  for  a  businessman's 
nightmare?  You  want  to  buy 
some  new  computers  to  boost 
productivity  at  a  troubled  division. 
Simple,  routine  business  decision. 
Ah,  but  not  so  fast.  Your  board  has 
hired  a  committee  of  outside  consul- 
tants that  must  approve  your  every 
move.  You  begin  to  empathize  with 
the  plight  of  Soviet  factory  managers. 

Something  very  like  this  is  begin- 
ning to  hit  the  country's  doctors — and 
with  a  vengeance.  It  is  a  process  called 
"utilization  review."  It  is  the  latest 
wrinkle  in  trying  to  hold  the  line  on 
the  nearly  $400  billion  Americans 
spend  annually  on  medical  care.  It 
works  like  this: 

A  patient  visits  his  doctor  for,  say, 
abdominal  pains.  The  doctor  orders 
the  patient  into  the  hospital  for  tests, 
maybe  an  operation,  plus  five  days  of 
hospital  recovery  (at  an  average,  in 
California,  of  $850  per  day). 

Hold  it  right  there,  doc.  The  pa- 
tient's health  insurance  policy  re- 
quires that  you  call  a  utilization  re- 
view organization.  The  reviewer  in  all 
likelihood  will  be  a  registered  nurse. 
Maybe  you're  used  to  telling  nurses 
what  to  do,  but  this  one  will  be  in  a 
position  to  tell  you  what  to  do,  so  be 
nice.  The  nurse  will  demand  to  know 
the  diagnosis  and  if  hospitalization  is 
necessary.  He  or  she  will  ask  if  four 
days  is  adequate  for  recovery,  and  ex- 
plore such  alternatives  as  outpatient 
treatment,  admission  on  the  day  of 
surgery,  and  surgical  centers.  U.S.  Cor- 
porate Health  Management  of  Santa 
Monica,  a  utilization  review  organiza- 
tion, urges  clients  to  use  alternative 
methods  instead  of  expensive  in-hos- 
pital  care.  Last  year  40%  of  its  clients' 
210,000  covered  employees  and  their 


dependents  did. 

Unless  a  physician  is  obviously 
overtreating,  the  reviewer  will  prob- 
ably okay  his  treatment,  perhaps  with 
slight  modifications.  Then  again,  the 
reviewer  might  not.  If  not,  the  pa- 
tient's insurance  may  cover  only  the 
treatment  that  the  reviewer  thinks 
fit.  If  the  patient  requires  additional 
care  after  admission,  the  doctor 
should  clear  that,  too,  with  the  re- 
viewer before  proceeding. 

And  if  the  doctor  or  patient  simply 
doesn't  call  the  reviewers?  Then  in- 
surance coverage  will  be  reduced  or 
eliminated.  (The  only  exception  is  an 
emergency  admission,  where  the  pa- 
tient, his  physician  or  the  hospital  has 
up  to  48  hours  to  call  the  reviewers.) 

Many  doctors  and  hospitals  are,  un- 
derstandably, outraged.  "An  extra 
burden  and  an  unnecessary  layer  in 
practicing  medicine,"  fumes  Dr. 
Leonard  Shlain,  a  San  Francisco  sur- 
geon. Agrees  Jim  Norris,  associate 
CEO  of  Mountain  View,  Calif. 's  El 
Camino  Hospital:  "It's  a  tremendous 
hassle."  Norris  adds:  "But  that's  how 
it  is.  You  can't  fight  the  weather." 

Indeed  you  can't.  Thanks  in  large 
measure  to  abuses  by  a  venal  few 
within  the  medical  establishment, 
looking  over  doctors'  shoulders  is  be- 
coming big  business.  According  to  the 
American  Medical  Peer  Review  Asso- 
ciation, a  trade  association,  as  many 
as  30%  of  U.S.  businesses  providing 
medical  benefits  to  their  employees 
and  dependents  now  use  some  type  of 
utilization  review  service. 

Physicians,  hit  with  a  new  layer  of 
paperwork  and  the  trauma  of  having 
to  answer  to  nurses,  are  clear  losers 
from  the  spread  of  utilization  review. 
So  are  the  hospitals.  Hospitalization 
is  where  the  reviewers  stand  to  make 
their  biggest  savings.  In  1983,  the  lat- 
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"The  hidden 
benefit,"  says 
Barbara 
Zone,  benefits 
manager  at 
Intel,  "is  that 
doctors  tend 
to  be  more  care- 
ful about 
what  they  do 
when  they  re- 
alize they're 
being 
scrutinized." 


est  year  for  which  figures  have  been 
compiled,  $155  billion  of  the  nation's 
$362  billion  medical  expenditure 
went  to  hospitals.  Of  that,  around  half 
came  from  government  and  half  from 
the  private  sector:  insurance  compa- 
nies, employers  and  employees.  Many 
companies  now  find  that  health  in- 
surance premiums  eat  up  nearly  10% 
of  total  payroll. 

Its  supporters  maintain  that  utiliza- 
tion review  cuts  medical  bills  by  any- 
where from  13%  to  22%.  Motorola, 
for  example,  hired  a  review  company 
to  start  its  preadmission  review  pro- 
gram in  January.  Bruce  Mueller,  Di- 
rector of  Benefits  Administration  at 
Motorola,  reports  that  already  one  out 
of  seven  proposed  surgeries  was  avert- 
ed through  second  opinions  and  alter- 
native treatment — bed  rest  and  phys- 
ical therapy  instead  of  back  surgery, 
for  example — and  that  three  out  of  ten 
surgical  procedures  are  done  on  an 
outpatient  basis. 

"We  started  preadmission  review  in 
1983,  and  it's  worked  well  for  us," 
says  Barbara  Zane,  corporate  benefits 
manager  for  semiconductor  maker  In- 
tel Corp.,  which  self-insures  its 
13,000  employees'  medical  costs. 
Zane  says  utilization  review  knocked 
13%  off  the  number  of  days  Intel  em- 
ployees and  their  covered  dependents 
occupied  hospital  beds.  She  isn't  sure 
how  much  she  saved  on  doctors'  bills. 
"The  hidden  benefit  is  that  doctors 
tend  to  be  more  careful  about  what 


they  do  when  they  realize  they're  be- 
ing scrutinized." 

But  review  services  don't  come  free. 
Most  reviewers  charge  between  $1 
and  $2  per  employee  per  month.  Some 
of  that  cost  is  offset  by  premium  re- 
ductions the  insurance  companies  of- 
fer employers  who  agree  to  write  utili- 
zation review  requirements  into  their 
policies,  or  by  direct  savings  to  self- 
insured  employers. 

Employees,  of  course,  don't  neces- 
sarily appreciate  the  hassles  utiliza- 
tion review  can  entail.  So  to  make 
certain  that  employees  use  the  review 
process,  employers  and  insurers  use  a 
variety  of  carrots  and  sticks.  At 
Southland  Corp.,  for  example,  em- 
ployees' benefits  are  increased  by 
10%  for  room  and  board  and  the  $150 
deductible  is  waived  if  they  use  re- 
viewers. Mass  Mutual's  policyholders 
who  have  utilization  review  suffer 
benefit  cuts  ranging  from  10%  to  50% 
if  they  bypass  the  reviewers. 

Review  companies  offer  other  prod- 
ucts. One  good  seller  is  retrospective 
review,  which  is  auditing  hospital 
bills  for  accuracy.  "Around  80%  of  all 
hospital  bills  have  some  types  of  er- 
rors, and  if  we  can  reduce  the  bills, 
that's  a  hard-cash  savings,"  says  Ken- 
lyn  Boyd,  the  registered  nurse  who 
directs  review  services  for  Irvine,  Ca- 
lif.'s  Beech  Street,  a  large  health  care 
cost  management  company.  Review- 
ing one  recent  invoice,  Boyd's  staff 
discovered  that  surgery  billed  at 
$5,896  should  have  been  billed  at 
$1,037  and  recommended  to  her  cli- 
ent, an  insurance  company,  to  pay 
only  the  lower  amount. 

Still,  for  all  its  apparent  benefits, 
utilization  review  is  at  best  a  Band- 
Aid,  not  a  panacea.  As  if  wading 
through  insurance  forms  isn't  time- 
consuming  enough,  utilization  re- 
view loads  yet  another  layer  of  tele- 
phone calls  and  paperwork  onto  phy- 
sicians and  their  patients.  The  former 
will  no  doubt  figure  out  some  way  to 
shift  the  compliance  costs  to  some- 
one else. 

Security  Pacific  Corp.,  the  big  Los 
Angeles  bank  holding  company,  im- 
plemented a  utilization  review  pro- 
cess in  1983  and  dropped  it  last  Janu- 
ary. "Frankly,"  explains  Alan  Jeffery, 
Security  Pacific's  vice  president  of 
employee  benefits,  "the  review  com- 
pany couldn't  prove  how  much  we 
were  saving."  In  fact,  he  adds,  "it  was 
difficult  for  us  to  determine  if  we 
were  saving  any  money." 

No  one  wants  to  treat  a  cold  with 
pneumonia.  But,  given  the  severity  of 
medical  care's  exploding  costs,  utili- 
zation review  is  probably  an  idea 
whose  time  has  come.  ■ 
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PanAms 
Million  Dollar 

Baby. 

>an  Am's  Putting  A  Million  Dollars  Into  Every  747  We  Fly 
To  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


The  money's  going  for  spacious  six-across 
seating,  with  wide  new  seats  and  more 
legroom  than  many  airlines  offer  in  First  Class. 

For  huge  new  overhead  bins  five  times 
larger  than  before,  with  room  for  190  pounds 
of  luggage  or  several  garment  bags  laid  out  flat. 

For  a  new  state-of-the-art  video  system 
that  provides  bigger,  brighter,  clearer  movies. 
For  comfortable  new  electronic  stereo  headsets 
specially  designed  for  high  altitude  hi-fidelity. 

For  a  gracious  new  international  meal 
service  created  by  12  famous  chefs,  and  much, 
much  more. 

It's  Pan  Am's  new  Clipper®  Class.  And  a 
million  dollars  says  it's  the  ousiness  class  to  beat. 

^  Pan  Am's  New  Clipper  Class* 

You  Cant  Beat  The  Experiencef 


c 


■aptainand 
crew  arrive  in 
their  Peugeot 


The  Captain,  at  6'/2  years  old,  was 
the  veteran  of  many  a  day  sail, 
but  this  was  to  be  his  first  extended 
voyage— a  solid  week  at  sea. 

His  crew  numbered  exactly  three 
and,  at  the  moment,  they  were  all 
busy  transferring  provisions  from  car 
to  boat.  Everyone,  of  course,  had 
brought  far  more  gear  than  needed, 
but  thanks  to  the  extra  size  of  the 
Peugeot  wagon,  it  was  accomplished 
with  no  fuss.  (There  were  questions 
as  to  whether  the  First  Mate  really 
needed  an  inflatable  giraffe,  but  in 
time,  this  issue  was  settled. ) 

The  important  thing  was  that 
the  entire  crew  felt  relaxed  and  ready 
to  sail.  And  no  wonder— they  had 
arrived  by  Peugeot. 

Peugeots  station  wagons  are  also 
admired  by  land-bound  critics.  When 
the  editors  of  Motor  Trend  compared 
imported  wagons,  they  decided  "The 
Peugeot  [505S]  won  the  comfort 
category  hands  down."  (March  1984) 

Among  the  comforts  they  liked 
best  were  Peugeots  unique  orthope- 
dically  inspired  seats. 

But  then,  much  about  this 


The  Peugeot  wagon  surrounds  you  with  sedan- 
Uke  comforts.  Soft,  supple  all-leather  seats 
are  available  at  extra  cost  on  the  505  S. 


Peugeot  is  unique.  Because  it's  one  of 
the  few  wagons  designed  as  a  wagon. 
This  is  not  a  sedan  with  new  features 
welded-on,  tacked-on,  glued-on. 
Rather,  everything — its  special  sus- 
pension, its  steering,  even  its  shock 
absorbers  —  works  together  to  provide 
its  "supple  handling  and  sumptuous 


ride."  (Car  and  Driver,  May  1984) 

Nor  does  Peugeot  shirk  on  styv  In 
ing.  A  group  of  renowned  designe  Ji 
recently  selected  a  Peugeot  wagor 
one  of  the  worlds  best-looking  call  tii 

Besides  all  this,  Peugeot  wago 
have  yet  another  capacity:  with  rbi 
rear  seat  up,  they  offer  a  larger  car  m, 


ea  than  any  other  wagon  sold  in 
merica.  Which  can  be  a  decided 
Ivantage  when  you  have  to  trans- 
it a  boatload  of  duffle  bags,  grips, 
lysails,  wind  scoops— and  maybe 
i  inflatable  giraffe. 
Peugeot  wagons  are  available  in 
>o  models,  with  gasoline  or  turbo- 


diesel  engines  and  are  priced  from 
$12,440  to  $17,965.  *  Call  1-800-447- 
2882  in  the  continental  U.S.  tor  the 
name  of  your  nearest  Peugeot  dealer 
and  a  fact-filled  brochure  on  the 
remarkable  Peugeot  wagons. 

♦Based  on  RO.E.  manufacturer's  suggested  retail  prices. 
Actual  prices  may  vary  by  dealer.  Destination  charges, 
taxes,  dealer  preparation,  if  any,  and  license  fees  are  extra. 


©  1985,  Peugeot  Motors  of  America,  Inc. 


Bankers  have  resisted  takeovers  by  out-of- 
state  cousins  for  years.  But  the  founder  of 
the  biggest  Iowa-based  bank  holding  com- 
pany says  the  banks  need  help — now. 

When  backbone 

meets 

belly  button 


By  Jay  McCormick 


ATTENTION,  BANKERS.  Are  yOU 
bracing  for  the  arrival  of  inter- 
k  state  banking?  Would  you  be 
interested  in  one  of  the  biggest  bank 
groups  in  one  of  the  nation's  most 
important  states?  Do  you  think  that 
corn  will  get  back  to  $4  a  bushel,  or — 
if  not — do  you  have  the  stomach  to 
dispossess  farmers?  If  so,  maybe  Paul 
Dunlap  has  a  deal  for  you. 

Dunlap  is  chairman,  president  and 
founder  of  $1.9  billion  (assets)  Hawk- 
eye  Bancorp.,  the  largest  Iowa-based 
bank  holding  company. 
Three  of  Iowa's  banks 
went  under  last  year,  and 
four  more  have  fallen  so 
far  this  year.  None  of 
those  was  a  Hawkeye 
bank,  but  Dunlap  is  a  wor- 
ried man  all  the  same. 
Hawkeye  has  36  county- 
seat  member  banks  with 
assets  ranging  from  $15 
million  to  $109  million. 
Six  of  those  Hawkeye 
banks  had  a  negative  re- 
turn on  assets  last  year, 
which  means  the  parent 
company  had  to  send 
money  back  to  keep  them 
afloat.  Dunlap  can't  afford 
to  do  that  much  longer. 

Dunlap,  54,  would  like 
some  out-of-state  country 
cousin — hell,  even  a  city 
slicker — to  buy  a  piece  of 
his  action.  And  if  that 
doesn't  happen?  "I  think 
we  can  survive.  What  else 
do  you  expect  me  to  say? 
It  may  entail  tightening 
our  belt  almost  to  the 
point  where  the  backbone 
touches  the  belly  button, 
but  we've  got  contingency 


plans,  so  we  can  survive." 

What  hurts  so  terribly  is  that  Dun- 
lap is  a  born-and-bred  farm  banker. 
His  86-year-old  father  and  two  broth- 
ers are  all  active  in  banking  in  Nebras- 
ka. In  1961  he  bought  the  Houghton 
State  Bank  in  Red  Oak,  Iowa  so  he 
wouldn't  have  to  obey  a  parent  com- 
pany order  to  foreclose  on  three  farm- 
ers he  believed  in.  He  doesn't  call 
himself  good-hearted;  he  says  he's  a 
good  banker. 

Dunlap  founded  Hawkeye  holding 
company  in  1966,  and  for  its  first  17 
years  its  loan  loss  rate  was  half  the 


Hawkeye  Bancorp.  Chairman  Paul  Dunlap 
Thinking  a  lot  at  4  in  the  morning. 


national  average.  That  plus  acquisi- 
tions helped  earnings  grow  at  an  aver- 
age rate  of  23.3%  a  year,  to  $14.5 
million,  or  $1.69  a  share,  by  1983. 

And  today?  With  60%  of  Hawk- 
eye's  $1.1  billion  loan  portfolio  tied 
up  in  agriculture,  net  income  last  year 
fell  to  $917,000,  or  10  cents  a  share.  In 
the  first  quarter  of  1985  he  wrote  off 
$10  million  in  bad  loans,  resulting  in 
a  $6  million  net  loss.  He  has  fore- 
closed on  50  farmers  in  the  last  18 
months.  He  says  he'll  kill  the  divi- 
dend (already  cut  from  $1.03  a  year  to 
28  cents)  if  things  don't  improve.  "Je- 
sus Christ  Himself  couldn't  live  on  $2 
corn,"  he  says. 

Seven  of  the  36  bank  presidents  at 
Hawkeye  have  left  in  the  last  two 
years  because  they  couldn't  take  the 
pressure  of  foreclosing.  Dunlap  affects 
a  hardened  heart  about  that.  "Most  of 
our  bankers  realize  that  in  stressful 
times  there  are  a  lot  of  dangers  in  a  lot 
of  different  directions,  and  they  have 
to  be  willing  to  accept  it." 

In  the  past  Dunlap  wanted  to  build 
up  his  company's  asset  base  to  make 
it  more  difficult  for  some  out-of-state 
bank  to  swallow  Hawkeye — this, 
against  the  day  that  regional  barriers 
would  crumble.  But  last  year  he 
ditched  a  deal  for  United  Central 
Bancshares,  another  Des  Moines- 
based  holding  company  with  13 
banks.  That  would  have  created  just  a 
sieve  Leonard     bigger  weak  bank. 

Now  Hawkeye  is  for 
sale.  Expansion-minded 
out-of-state  banks  have 
bought  "stakeouts,"  a  foot 
in  the  door.  The  24.9% 
stake  (the  maximum  al- 
lowed by  the  Federal  Re- 
serve) serves  as  a  down- 
payment  and  may  oblige 
the  out-of-state  purchaser 
to  acquire  the  rest  of  its 
target  when  interstate 
banking  goes  into  effect. 
But  the  stakeout  doesn't 
bind  the  target  bank, 
which  can  sell  to  a  higher 
bidder  if  one  comes  along. 
.In  1982  Minneapolis- 
based  First  Bank  System, 
Inc.,  a  $22  billion  (assets) 
holding  company  with  big 
ambitions,  bought  a 
stakeout  in  the  second- 
biggest  Iowa-based  bank, 
$1.9  billion  (assets)  Banks 
of  Iowa,  Inc.  First  System 
will  pay  a  minimum  of  1.5 
times  book  value  for 
Banks  of  Iowa.  If  Dunlap 
could  land  the  same  deal 
with  somebody  else,  it 
would  mean  $23  a  share 
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PLAY  YOUR  CARDS  RIGHT  AND 
GET  A  LINCOLN  FROM  BUDGET  FOR 


Show  us  any  of  the  above  cards  and  you'll  drive  away  in  a  full-size  Lincoln  for  just  $39.95  a  day. 

Budget  has  more  Lincolns  than  Hertz,  Avis  and  National  combined.  So  it's  easy  for 
you  to  get  a  Lincoln  for  the  same  low  price  our  own  corporate 
customers  pay. 

For  reservations  and  information,  see  the  Yellow  Pages, 
call  your  travel  consultant,  or  call  Budget  toll-free: 

800-527-0700 

Offer  available  at  most  major  airports  except  the  following:  Little 
Rock.  AR;  Phoenix,  AZ;  Ft.  Wayne,  IN;  JFK,  La  Guardia,  Syra- 
cuse, NY;  Corpus  Christi,  TX;  Richmond,  VA  Car  must  be  returned 
to  renting  location.  Refueling  services,  taxes  and  optional  coverages 
additional.  Rate  includes  unlimited  mileage.  Offer  not  available  with 
any  other  discount  or  promotion.  Normal  rental  requirements  apply. 
Rate  at  Newark  airport  and  non-airport  New  York  City  locations  is 
$49.95. 


Sears 


Use  your  Sears  credit  card  at  autno 
rued  Oislnoulion  centers  located  In 
most  Budget  ottices  For  reservations 
call  toll  Iree  800  527  07  70 


You  get  more  than  just  a  car  at  Budget. 


Canada's  Maple  Leal 

THERE  IS  NO  SUBSTITUTE  FOR  PURITY 

Call  800-331-1750  for  the  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  Operator  #  970 

Canada   A  K,Canaa,an  sssss"" 


to  Hawkeye.  (In  fact,  the  biggest  bank 
chain  in  Iowa  is  the  Minneapolis- 
based  Norwest  Corp.  group.) 

But  the  bad  news  coming  out  of  the 
Farm  Belt  is  scaring  off  buyers.  Today, 
1.5  times  book  value  is  what  a  holding 
company  will  pay  for  a  stakeout  in 
high-rolling  Florida,  not  in  Iowa. 
What's  more,  Iowans  are  not  enchant- 
ed by  the  prospect  of  Citicorp  or  some 
such  buying  in.  A  city  slicker,  so  the 
old  fear  goes,  would  siphon  off  farm 
savings  to  finance  Fifth  Avenue  con- 
dos  while  the  farmers  couldn't  get 
loans.  Iowa's  State  Senate  narrowly 
turned  down  even  a  limited  (regional) 
interstate  banking  bill  last  year  by 
two  votes. 

Dunlap  figures  it's  too  dangerous  to 
wait  any  longer.  Absent  any  evidence 
that  the  farm  credit  squeeze  is  over, 
he  wants  to  allow  any  out-of-state 


"J  think  we  can  survive. 
What  else  do  you  expect  me 
to  say?"  Paul  Dunlap 
says.  But  if  the  weather's 
bad  or  farm  subsidies  are 
cut,  100  Iowa  banks  could 
fail.  "Jesus  Christ  Himself 
couldn't  live  on  $2  corn." 


bank  to  buy  an  Iowa  bank  now.  Even 
the  dreaded  Citicorp?  "There's  no 
hope  that  Citicorp  is  going  to  come  in 
here  and  buy  our  Iowa  banking  indus- 
try," says  Dunlap.  But  he  thinks  more 
agriculture-minded  holding  compa- 
nies, including  midsize  banks  in  St. 
Louis  or  Wisconsin,  might  be  tempt- 
ed. Dunlap  figures  the  legislature 
won't  let  it  happen.  "The  indepen- 
dent banker  and  the  Iowa  farmer  have 
the  same  damn  attitude  in  not  allow- 
ing corporate  ownership." 

Hawkeye's  shares  (Dunlap  holds 
nearly  1.6%  of  the  9  million  shares, 
fully  diluted)  trade  at  8 Vi  over-the- 
counter,  down  from  a  1983  high  of 
19V2,  or  just  over  half  of  book  value. 

Even  if  everything  goes  just  right 
with  crops  this  year,  a  farm  recovery 
won't  be  sure  or  fast  in  Iowa.  And  if 
agriculture  supports  should  be  cut 
and  the  crop  isn't  good,  Dunlap  thinks 
another  100  independent  Iowa  banks 
could  go  under.  "I  think  about  things 
at  4  in  the  morning  a  lot  more  than  I 
used  to,"  he  says. 

Hanging  in  the  Hawkeye  board- 
room is  a  painting  that  looks  like  an 
old  Saturday  Evening  Post  cover.  It's 
the  big  harvest  feast.  When  Forbes 
asks  what  he  could  have  done  differ- 
ently, Dunlap  glances  at  the  painting 
and  laughs.  "I  wish  I'd  started  the 
company  in  Fort  Lauderdale,  Fla."  ■ 
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ome  things  in  life  demand  total  expertise. 


real  estate  appraisal  is  one  of  them. 

ousands  or  often  millions  of  dollars  can  ride  on  a  single  appraisal, 
expert  knowledge,  experience,  ethics  and  professionalism  are  a  must. 
it's  why,  for  over  fifty  years,  government  agencies,  courts,  financial 
titutions,  real  estate  investors,  developers  and  brokers  have  all  relied  on 
>raisals  by  an  MAI  or  RM— certified  members  of  The  Appraisal  Institute, 
ly  3%  of  all  appraisers  in  the  U.S.  have  qualified.  Next  time  you  need  a 
I  estate  appraisal,  demand  an  MAI  or  RM.  You'll  get  total  expertise. 


AMERICAN  INSTITUTE  OF 
REAL  ESTATE  APPRAISERS 

of  the  NATIONAL  ASSOCIATION  OF  REALTORS® 
430  N.  Michigan  Ave.,  Chicago,  IL60611-40S8  (3121  329 
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INTRODUCING  OUR  1985  KIT. 


a  four-part,  total  learning  program  on  how 

n  more,  keep  more  and  pay  less  through 

Ivantaged  investing. 

free. 

d  it  comes  without  any  obligation  on  your  part. 

tour  free  copy  of  "Personal  Tax  Survival." 

he  first  half  of  Personal  Tax  Survival, 
learn  about  investments  that  can: 
rease  current  tax  deductions,  b)  provide 
?e  income,  c)  provide  tax-deferred 
le,  d)  provide  tax-free  cash  in  the 
:  to  meet  preplanned  expenses 
ollege  tuition),  and  e) 
ie  more  money  at  retirement. 
>  brochure  unfolds  like  a 
nap.  That  way  you  can  study 
vestments  side  by  side, 
in  see  how  they're  alike 
ow  they're  different. 
;n,  to  show  how  you  might 
ie  investments  to  meet  your  own  situation, 
>rochure  will  present  six  case  histories. 

our  free  copy  of  "The  Tax  Laws  And  Your 
jrvival." 

s  part  of  your  Kit  was  prepared  with  the 
>f  Coopers  &  Lybrand,  one  of  America's  top 
rtting  firms. 

'  brochure  takes  the  existing  tax  laws,  trans- 
hem  into  plain  English  and  then  focuses 
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them  as  they  relate  to  securities  transactions, 
small  businesses,  people  considering  retirement, 
and  people  who  are  retired. 

But  how  can  you  start  preparing  for  the  new 
tax  laws  that  are  being  proposed? 
That's  where  part  3  comes  in. 

3.  Your  free,  ongoing 
subscription  to  the  "Tax  Alert." 

Each  Alert  is  a  two-  to  four- 
page  bulletin. 

And  a  new  one  will  be  mailed 
to  you  every  time  there's  a  major 
new  development  in  the  growing  tax  debate. 

In  each  bulletin,  you'll  receive  the  facts  to  date, 
their  probable  trend  in  the  future,  their  probable 
impact  on  you,  and  recommendations  on  what 
to  do  (or  not  to  do). 

4.  Informed  and  forewarned 
is  forearmed. 

This  is  your  Kit's  most  important  part. 
Without  any  obligation  on  your  part,  you'll  get 
a  direct  line  to  one  of  our  Financial  Consultants, 
and  he  or  she  will  have  a  direct  line  to  every  de- 
partment in  our  firm.  You'll  get  someone  to  help 
make  everything  meaningful  to  you.  So  as  you 
learn,  you  can  act. 

Send  for  your  free  1985  TAX  SURVIVAL  KIT 
today.  (More  than  a  few  tax  accountants  will,  too.) 

And  together,  let's  put  minds  over  money. 


Call: 


1-800-524-6200  Ext  5765  £ 


9040070042 


-  Call  between  8  a.m.— 10  p.m.  EST,  Monday— Sunday. 

-I2fJ**uwsj       □  You're  right.  Informed  and  forewarned  is  forearmed. 
^  X   ,WJ  Send  me  my  free  1985  TAX  SURVIVAL  KIT  today. 
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Will  the  Japanese  open  their  trade  to  the 
U.S.? More  likely  they  will  continue  to  open 
their  capital  and  financial  markets — and 
this  may  be  even  more  significant. 

Letting  go 


By  Richard  A.  Phalon 


What  will  come  of  the  super- 
heated rhetoric  over  the  U.S. 
trade  balance  with  Japan? 
Not  much.  Will  the  U.S  trade  deficit, 
then,  go  on  mushrooming?  Not  neces- 
sarily. Japanese  self-interest  may  do 
more  to  even  the  score  for  American 
business. 

Until  now  Japan's  tight  little  island 
strategy  has  kept  the  yen  and  export 
prices  low  against  the  dollar.  For  rea- 
sons that  have  more  to  do  with  Japa- 
nese ambitions  than  with  Washing- 
ton's nattering,  this  strategy  is  being 
changed.  Rather  than  open  their  mar- 
kets wide  to  U.S.  merchandise,  the 


Japanese  are  opening  their  capital 
markets  to  foreigners.  This  is  going  to 
result  in  a  stronger  yen  and  a  conse- 
quent erosion  of  Japan's  cost  advan- 
tages in  exports.  In  a  series  of  sweep- 
ing liberalization  and  deregulation 
measures,  the  Japanese  in  recent 
months  have: 

•  opened  a  highly  restricted  Euro- 
yen  bond  market  to  unsecured  for- 
eign corporate  issues,  given  foreign 
investment  bankers  the  right  to  man- 
age such  issues,  eased  the  limits  on 
Japanese  corporations'  entry  into  the 
market,  and  dropped  the  withholding 
tax  on  outsiders  who  buy  Japanese 
offerings; 

•  moved  to  permit  foreign  banks, 


Pressure 


Japan's  debt  burden  is  getting  harder  to  bear.  The  total  debt  grows 
higher — last  year's  deficit  was,  proportionately,  almost  as  high  as  the 
U.S.  deficit — and  much  of  it  must  be  refinanced  at  higher  interest  rates. 


Outstanding  national  debt  (trillion  yen) 
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either  on  their  own  or  in  concert 
with  Japanese  partners,  to  get  into 
Tokyo's  fast-growing  pension  fund 
management  business.  Foreign  bank- 
ers have  also  been  given  the  go-ahead 
to  deal  in  previously  sacrosanct  sec- 
ondary government  bond  markets; 

•  authorized  Japanese  banks  to  sell 
Euroyen  CDs  in  foreign  markets, 
freed  Japanese  banks  and  securities 
houses  to  move  into  much  of  each 
other's  traditional  territories,  and  re- 
inforced domestic  short-term  markets 
with  a  flurry  of  lower-denomination, 
floating-rate  money  market  certifi- 
cates and  CDs; 

•  been  seriously  considering  an  off- 
shore banking  setup  that  would 
exempt  nonresidents  from  the  with- 
holding tax  on  interest  payments  and 
would  drop  reserve  requirements  on 
deposits. 

The  end  result  of  these  moves  will 
be  to  generate  more  demand  for  the 
yen  by  making  it  a  more  truly  interna- 
tional currency,  and  thus  strengthen 
it  against  the  dollar.  Many  of  the 
changes  and  the  speed  at  which  they 
were  made  have  left  some  of  Japan's 
more  conservative  bureaucrats 
clutching  the  short  end  of  a  consen- 
sus. "The  Ministry  of  Finance  obvi- 
ously thinks  it  is  easier  to  open  the 
financial  sector  than  the  industrial 
sector,"  says  George  Hutchinson, 
managing  director  of  Salomon  Broth- 
ers Asia,  Ltd. 

Seigo  Nozaki,  senior  deputy  direc- 
tor-general of  the  MOF  International 
Finance  Bureau,  is  the  first  to  concede 
that  "pressures  from  the  U.S."  helped 
to  catalyze  the  new  financial  look. 
Gaiatsu,  in  fact,  "foreign  pressure,"  is 
very  much  part  of  the  game.  Judi- 
ciously applied,  it  can  help  to 
strengthen  the  hand  of  internation- 
alists like  Nozaki  in  their  dealing 
with  more  conservative  colleagues. 

Most  of  the  changes  he  is  talking 
about  spring  from  the  yen-dollar 
agreement  that  was  hammered  out 
just  about  a  year  ago.  The  pact  carried 
a  timetable  to  which  the  Japanese 
have  scrupulously  adhered  in  what 
may  well  in. part  have  been  a  carefully 
orchestrated  counterpoint  to  the  ris- 
ing chorus  of  protectionism  on  Cap- 
itol Hill. 

Are  the  financial  changes  already  in 
the  works  meaningful  or  merely  cos- 
metic? Will  they  really  get  the  yen 
moving,  or  is  this  just  one  more  exam- 
ple of  the  bamboo  surviving  by  bow- 
ing before  the  wind? 

So  far,  not  much  has  happened. 
When  the  agreement  was  announced 
last  May,  both  sides  congratulated 
themselves  on  "significant,  far-reach- 
ing action  which  will  have  a  lasting, 


46 


positive  effect  on  the  yen-dollar  rate." 
The  yen  was  around  230  at  the  time, 
moved  to  a  low  point  of  about  260, 
and  is  currently  around  250  to  the 
dollar;  the  yen  has  actually  become 
cheaper  rather  than  dearer  against  the 
dollar.  But  the  betting  is  that  the  yen 
will  soon  climb  again. 

The  Japanese  are  not  opening  finan- 
cial markets  just  to  be  nice  fellows. 
They  want  to  make  Tokyo  a  financial 
center  on  a  par  with  New  York  and 
London.  In  effect,  that  means  outrun- 
ning Hong  Kong  and  Singapore  to  be- 
come the  financial  hub  of  Asia. 

Why  not  move  faster?  Because  the 
Japanese,  like  the  Americans,  have 


domestic  considerations.  They  must 
finance  a  chronic  budget  deficit — now 
5%  of  GNP,  vs.  5.2%  for  the  U.S.  By 
restricting  foreign  access  to  Japanese 
capital  markets,  the  Japanese  have 
held  domestic  interest  rates  down  and 
made  financing  the  sizable  deficits 
cheaper. 

Japan's  cost  of  debt  service  in  the 
1984  budget  was  up  11.7%  and  ac- 
counted for  a  chunk  of  total  spending 
(18.1%)  about  even  with  their  social 
security  program.  That  makes  the 
debt  load  a  politically  painful  line 
item,  indeed.  The  government  has 
tried  to  ease  the  pain  by  keeping  a 
tight  rein  on  interest  rates  and  isolat- 


ing them  from  the  world  at  large. 

The  thrifty  Japanese  are  still  among 
the  world's  great  savers  (see  box,  be- 
low), but  they  are  becoming  less  doc- 
ile about  accepting  low  interest  rates 
on  those  savings.  Commercial  banks 
have  begun  to  balk  at  the  kind  of 
"administrative  guidance"  that  in  the 
past  forced  them  to  swallow  govern- 
ments at  below-market  rates:  around 
6.8%  when  the  outside  world — U.S. 
Treasurys — is  offering  11.5%. 

Chasing  higher  yields  abroad,  the 
Japanese  have  been  buying  dollars, 
thus  weakening  the  yen.  Even  the  na- 
tion's traditionally  risk-averse  life  in- 
surance companies  have  been  loading 


Supersavers 


Paul  Volcker  thinks  the  world  would  be  a  lot  better  off 
if  the  Japanese  people  saved  less  and  spent  more,  but 
that  Keynesian  argument  cuts  no  ice  with  Misao  Fuku- 
shima  and  the  dozen  other  gaimuin  who  work  out  of  the 
Meguro  Post  Office,  a  half-hour's  subway  ride  from 
downtown  Tokyo. 

Six  mornings  a  week,  promptly  at  8:30,  Misao  and 
his  12  mates  stride  their  spanking  red  50cc  Yamahas 
and  buzz  out  the  side  gate  in  quest  of  postal  savings 
deposits.  By  the  end  of  an  eight-hour  workday,  each  of 
the  gaimuin  (literally,  "outside  workers")  will  have 
picked  up  a  minimum  of  1,000  yen  (about  $4)  in  depos- 
its at  each  of  50  to  70  households,  offices  and  shops. 
Multiply  those  numbers  by  gaimuin  crews  operating 
out  of  20,000-plus  other  post  office  branches  and  you 
can  see  why  Japan's  postal  savings  system  has  deposits 
of  almost  $370  billion. 

The  Ministry  of  Posts  &  Telecommunications 
doesn't  have  a  monopoly  on  the  personal  touch.  Train- 
ees in  many  of  Tokyo's  big  commercial  banks  learn 
early  that  they  have  to  put  the  arm  on  family  and 
friends  to  bring  in  deposits.  It's  the  same  out  in  the 
country. 

"You  sell  a  little  piece  of  land  in  the  suburbs  and 
every  banker  in  town  knows  about  it,"  says  Yoshiharu 
Watanabe,  head  of  the  Bank  of  Japan's  savings  promo- 
tion section.  "They  come  to  your  house  at  night.  They 
bring  cake  and  they  ask  you  to  give  them  your  money." 

It  would  seem  that  the  Japanese  do  not  need  too 
much  urging.  Thrift  and  hard  work  are  deep  in  the 
ethos.  A  spartan  social  security  system  and  hard-line 
mortgage  rules  that  demand  big  downpayments  from 
home  buyers  are  two  of  the  reasons  the  Japanese  sav- 
ings rate  ranks  among  the  highest  in  the  world.  For 
years  those  savings  powered  a  growth  in  GNP  that 
ranked  among  the  highest  in  the  world. 

Lately,  though,  Japan's  savings  rate — despite  the  dai- 
ly harvest  that  Misao  Fukushima  and  his  colleagues 
reap — has  been  declining.  Since  1976  individual  sav- 
ings have  fallen  from  22.4%  to  17.3%  of  disposable 
income.  (The  comparable  U.S.  rates  are  7.1%  and  5%.) 
The  Bank  of  Japan's  Watanabe  thinks  the  pattern  in 
part  reflects  a  slowdown  in  income  growth. 

He  also  detects,  however,  a  "change  in  attitude 
among  the  young  toward  savings.  They  are  much  more 
attuned  to  a  credit  card  style  of  life."  Some  Japanese 


Sheila  Phalon 


The  gaimuin  set  off  on  their  daily  rounds 
Rounding  up  deposits  with  a  personal  touch. 

economists  think  the  trend  is  just  ducky.  A  noticeable 
softness  in  consumer  spending  is  one  of  the  reasons 
business  is  bumping  along  at  less  than  optimum  speed. 

Certainly  the  tax  incentives  to  save  are  still  there. 
The  interest  on  all  small  savings  (up  to  3  million  yen  in 
deposits)  is  tax-exempt.  A  really  diligent  saver  can 
parlay  that  ceiling  up  to  14  million  yen  (about  $56,000) 
by  tucking  additional  chunks  into  such  other  exempt 
pockets  as  government  bonds  or  a  wage  earners'  payroll 
savings  account.  There  are  good  reasons  for  thinking 
that  many  of  the  postal  accounts  belong  to  double-  and 
triple-dippers — individuals  running  accounts  under  as- 
sumed names.  One  of  those  accounts,  in  a  celebrated 
case  dug  up  by  the  tax  people,  turned  out  to  be  in  the 
name  of  somebody's  pet  poodle. 

At  the  moment,  postal  officials  have  more  to  be 
huffy  about  than  a  running  quarrel  with  the  tax  offi- 
cials. The  postal  savings  growth  rate  has  flattened. 
Postal  savings  and  commercial  bank  interest  rates  are 
hard  to  compare,  because  maturities  differ.  Commer- 
cial banks  offer  only  3.5%  on  three-month  deposits, 
while  the  post  office  pays  4%  on  deposits  of  one  year  or 
less.  Even  so,  it  is  worried  about  competition  from  new 
floating  rate  instruments  the  Finance  Ministry  is  intro- 
ducing. The  postal  department  is  fighting  for  the  right 
to  issue  its  own  small  savers  certificates,  and  has  quite 
a  lot  of  plitical  muscle  on  it's  side.  But  deregulation, 
once  started,  is  hard  to  stop. — R.P. 
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their  portfolios  up  close  to  the  legal 
maximum  with  U.S.  Treasurys.  They 
are  taking  some  currency  risks,  but  at 
current  yield  spreads  Salomon  Broth- 
ers figures  the  yen  would  have  to 
strengthen  to  at  least  1 70  to  the  dollar 
by  1995  for  Japanese  bonds  to  become 
more  attractive  than  Treasurys. 

Does  that  mean  spreads  between 
the  U.S.  and  Japan  will  narrow  to  the 
point  where  the  yen  will  get  a  signifi- 
cant boost? 

Don't  expect  anything  dramatic  to 
happen  over  the  short  term,  given  the 
trajectory  of  the  U.S.'  own  budget 
deficits  at  the  moment.  But  it's  clear 
from  the  speed  with  which  the  Japa- 
nese have  injected  a  new  competitive 
ethic  into  their  short-term  markets, 
even  while  stressing  the  inevitable 
"step-by-step"  gradualism,  that  they 
are  dead  serious  about  taking  the 
wraps  off  the  yen. 

Bigger  demand  for  the  currency  will 
take  some  heat  off  the  dollar,  and  at 
the  same  time  create  new  business 
opportunities  for  the  American  banks 
and  underwriters  that  have  been  beef- 
ing up  their  Tokyo  offices  in  anticipa- 
tion of  the  thaw.  But  American  under- 
writers will  have  to  fight  tooth  and 
nail  against  the  Nomuras  and  Daiwas 
to  win  the  lead  on  such  issues. 


Between  late  November  of  last  year 
and  Jan.  30  of  this  year,  for  example, 
according  to  David  Phillips,  managing 
director  of  Morgan  Stanley  &.  Co., 
Euroyen  valued  at  about  $1.7  billion 
came  to  market.  Among  them  were 
such  top  credits  as  McDonald's,  Gen- 


Don't  expect  anything 
dramatic  soon.  But  it's 
clear  from,  the  speed  with 
which  the  Japanese  have 
injected  a  competitive 
ethic  into  their  short-term 
markets  that  they  are 
dead  serious  about  taking 
the  wraps  off  the  yen. 


eral  Motors  Acceptance  Corp.  and  J.C. 
Penney.  Japanese  underwriters  ran 
the  books  on  every  one  of  the  issues, 
and  American  firms  popped  up  among 
the  lead  managers  in  only  ten  of  them. 
"The  pricing,"  says  David  Phillips, 
was  "very,  very  aggressive." 

That  was  great  for  the  issuers, 
which  get  away  with  coupons  as  low 
as  6.5% .  The  underwriting  spreads  for 
the  most  part,  however,  appear  to 
have  been  loss  leaders,  the  result  of 
hard-nosed      Japanese       investment 


bankers'  teaching  the  new  kids  on  the 
block  a  thing  or  two.  It  is  one  more 
example  of  how  tough  it  can  be  to 
beat  the  locals  on  their  own  turf. 

Much  the  same  competitive  free- 
for-all  seems  likely  to  materialize  in 
the  pension  fund  management  busi- 
ness that  is  being  opened  to  outsiders 
for  the  first  time.  The  $60  billion  or  so 
stashed  in  private  pension  funds  has 
up  to  now  been  the  management  pre- 
serve of  Japan's  exclusively  licensed  8 
trust  banks  and  21  life  insurance  com- 
panies. Looking  ahead  to  the  graying 
of  Japan,  growing  retirement  liabili- 
ties and  the  comparatively  low  re- 
turns they've  been  getting  from  the 
trust  banks,  corporate  managers  are 
eager  to  see  what  some  new  faces  can 
do  for  their  portfolio  performance. 
The  establishment  trust  banks  have 
already  responded  by  cutting  their 
management  fees. 

All  this  suggests  that  the  Japanese 
do  not  intend  to  let  foreigners  reap  too 
many  benefits  from  the  international- 
ization of  their  capital  markets.  Nev- 
ertheless, the  handwriting  is  on  the 
wall:  The  pressure  is  on  to  strengthen 
the  yen  against  the  dollar — and  this  in 
the  long  run  will  do  more  to  redress 
the  trade  balance  than  all  the  current 
table-pounding  from  Congress.  ■ 


The  38.5-hour  week  that  West  German 
metalworkers  won  a  year  ago  is  finally 
going  into  effect.  German  managers  figure 
it  is  good  news . .  .for  their  competitors. 


Short  time 


By  Rosemary  Brady 


WALTER  SCHLOTFELDT  slumps 
in  his  chair,  takes  off  his 
wire-rimmed  glasses  and  rubs 
his  tired  eyes.  "I  am  afraid  the  union 
is  not  really  aware  of  what  it  is  doing 
to  German  industry,"  sighs  Schlot- 
feldt,  the  board  member  in  charge  of 
labor  relations  for  Opel,  General  Mo- 
tors' subsidiary  in  West  Germany. 
"We  already  had  the  shortest  working 
time  in  the  world  and  one  of  the  high- 
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est  wage  and  labor  costs." 

Starting  last  month  some  8,000  oth- 
er metalworking  firms  began  paying 
their  employees  2%  more  for  working 
Wi  hours  less  each  week.  It's  the  re- 
sult of  last  year's  settlement  with  IG 
Metall,  the  country's  largest  union, 
which  struck  seven  weeks  for  a  35- 
hour  week  and  won  38.5  hours,  hop- 
ing to  lower  unemployment. 

Dresdner  Bank  reports  that  unit  la- 
bor costs  in  West  Germany  last  year — 
before   the    shorter   week — were   al- 


ready 17%  higher  than  in  the  U.S., 
18%  above  Japan's  and  roughly  equal 
to  labor  costs  in  Belgium,  Britain  and 
Spam  (but  lower  than  in  Italy  and 
Sweden).  This  year  West  German 
metalworkers  will  work  1,703  hours, 
against  1,904  in  the  U.S.  and  2,096  in 
Japan,  say  industry  estimates. 

"We  are  pessimistic,"  says  Rudiger 
Soltwedel,  an  economist  at  the  re- 
spected Institut  fur  Weltwirtschaft 
(Institute  of  World  Economics)  at  the 
University  of  Kiel.  "The  agreement 
between  the  employers  and  union  al- 
lows the  employers  to  introduce  some 
flexibility  in  their  enterprises.  But  we 
do  not  see  enough  flexibility  to  com- 
pensate for  increased  costs." 

Companies  can  still  run  their 
plants  40  hours  a  week  instead  of  38.5 
hours,  but  they  must  give  workers 
makeup  days  off  in  addition  to  the 
usual  six-week  vacation.  Employers 
also  can  keep  some  workers  40  hours, 
so  long  as  an  equal  number  work  only 
37  hours.  Also,  the  40-hour  workers 
receive  a  special  3.9%  pay  raise,  and 
the  37-hour  workers  get  paid  for  38.5 
hours.  Then  there  was  a  2%  pay  raise 
last  month  for  all  workers  in  the  in- 
dustry. Last  year  there  was  a  3.3% 
raise  after  the  strike  ended. 

"We  consider  it  a  fantastic  achieve- 
ment that  we  can  still  keep  running 
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Want  to  see  the  Father  of  our  country 
around  for  your  grandchildren? 


Borg-Warner  air  conditioning  systems  keep  the  temperature  and  humidity  constant  to 
help  preserve  the  historic  paintings  at  the  National  Gallery'  of  Art.  That's  today's  Borg-Warner. 
Diversified  for  financial  stability.  A  company  worth  watching. 
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our  facility  40  hours  a  week,"  says 
Opel's  Schlotfeldt,  although  he  says 
the  shorter  time  will  add  5%  to  6%  to 
costs  and  substantially  reduce  profits. 
With  revenues  in  Europe  down  $1  bil- 
lion, largely  because  of  the  strike,  GM 
lost  $291  million  there  last  year. 

At  union  headquarters  in  Frankfurt, 
talks  with  officials  make  clear  that 
the  35-hour  week  will  be  back  on  the 
table  when  contracts  expire  in  late 
1986.  Meanwhile,  other  unions  in 
printing,  furniture  making,  railways 
and  the  civil  service  have  followed  the 
metalworkers  in  winning  shorter 
work  time,  although  the  powerful 
chemical  workers  took  a  less  costly 
early  retirement  scheme  instead. 

The  short  workweek  may  be  just 
the  beginning  of  trouble  in  German 
factories.  "There  is  a  new  climate  [in 
labor  relations]  in  Germany,"  says 
Heinz  Steinmeyer,  assistant  professor 
of  law  at  the  University  of  Bonn  and 
an  expert  on  unions.  "There  has  been 
a  change  of  generation  of  union  lead- 
ers. The  old  generation  was  made  up 
of  workers  who  climbed  to  the  top 
and  helped  rebuild  the  economy  [after 
World  War  II]."  He  says  the  new  gen- 
eration includes  more  intellectuals 
and  technocrats  who  want  more  con- 
frontation and  greater  say  in  the  run- 
ning of  German  companies. 
Klaus  Troster,  a  board  member  for 


VToodfin  Camp 


Rallying  for  a  short  workweek  last  year 

Is  the  next  target  "job-killing"  technology? 


Alfred  Teves  GmbH,  an  ITT  subsid- 
iary, predicts  the  more  militant  metal 
and  printing  unions  will  seek  an  even 
shorter  workweek  and  demand  ap- 
proval by  worker-management  fac- 
tory councils  before  new  technology 
can  be  installed.  "The  next  focus 
must  be  technology,  what  they  call 
job-killing  technology,"  he  says. 

Today  unemployment  in  West  Ger- 
many is  still  high,  10%,  but  workers 
have  been  added  at  many  industries, 
such  as  autos,  where  export  sales  are 


jumping  because  of  the  strong  dollar. 
But  Opel's  Schlotfeldt  glumly  says: 
"The  moment  the  dollar  goes  down  to 
the  level  everyone  thinks  it  should  be 
[as  low  as  2.8  DM,  compared  with 
3.03  recently],  our  cost  situation  will 
be  revealed  more  clearly,  and  we  will 
see  we're  not  very  competitive." 

This  is  all  good  news  in  the  U.S.,  of 
course.  The  nation  must  sell  more 
abroad  to  curb  its  huge  trade  deficit. 
And  if  the  Germans  want  to  work  less 
hard,  so  much  the  better.  ■ 


Move  your  plant  to 
where  distribution's  a 
breeze . . .  and  energy's 
inexpensive. 

Manufacturing  is  easy  in  Niagara 
Mohawk's  24,000-square-mile  ser- 
vice territory  which  is  completely 
within  New  York  State.  We've  got 
the  labor  and  low-cost  energy  you 
need  to  produce  practically 
anything. 

It's  also  easy  to  distribute  your 
goods  here,  for  we've  got  the 
waterways,  railroads,  roadways 
and  airways  you  need  to  reach 
America's  richest  market— the 
northeast. 

Write  Edward  J.  Kearney  Jr. ,  our 
Economic  Development  Director, 
at  Niagara  Mohawk  Power  Corpo- 
ration. Dept.  FBI,  300  Erie  Blvd 
W.,  Syracuse,  NY  13202.  Or  call 
315-428-6008. 

We'll  help  you  move. 


All  the  power 
ofNewVork 
...for  less! 


Niagara  Mohawk 


Can  you  find  Uw 


TT  computer? 


You  probably  went  straight  to  the  ITT 
XTRA™  Personal  Computer. 

The  picture  that  looks  like  a  computer. 

But  actually,  there's  a  computer  in  each 
of  these  pictures. 

The  car,  for  example.  It's  equipped  with 
our  recently  introduced  anti-lock  braking 
system.  Which  is  controlled  by  an  ITT 
computer. 

Our  System  12®  telephone  exchange  and 
our  3100  business  communications  system 
are  basically  computers. 

Even  the  //intelligent,/  ITT  pump,  which 
automatically  regulates  the  temperature  of 
the  water  that  goes  through  it,  couldn't  func- 
tion without  a  computer. 

The  point  is,  ITT  computer  technology 
exists  in  much  that  we  do  these  days. 

We've  identified  a  select  number  of  grow- 
ing businesses  that  we're  concentrating  on. 
And  many  of  them  involve  high  technology. 

You  may  not  be  able  to  see  all  the  changes 
we've  made  in  ITT  yet. 

But  the  results  will  be  easy  to  spot. 

Want  to  know  more  about  ITT  Corpora- 
tion? Phone  toll  free  1-800-DIAL-ITT  for  con- 
tinuously updated  news. 

ITT 

It's  a  different  world  today. 

©  1985  ITT  Corporation,  320  Park  Avenue,  New  York,  NY  10022 


Heinz  Nixdorf,  Germany  s  computer  king, 
loves  his  workers,  thinks  IBM  should  be 
penalized  for  bigness  and  says  he  will 
work  until  the  day  he  drops. 


Nixdorf  s  way 


By  Rosemary  Brady 


T|  he  best  thing  about  German 
industry  is  that  we  train  our 
workers  well.  It's  the  big  differ- 
ence between  Germany  on  the  one 
side  and  the  U.S.  and  Britain  on  the 
other,"  says  Heinz  Nixdorf,  West  Ger- 
many's best-known  entrepreneur  and 
computer  king.  Each  year  he  hires  at 
least  500  new  apprentices 
for  three  years  of  training 
that  costs  about  $20,000 
per  trainee.  Unlike  other 
German  industrialists,  he 
has  no  objection  to  the 
new  38.5-hour  workweek 
here  (see  p.  48),  and  his 
trainees — being  treated 
like  college  students — 
even  get  to  spend  2  of 
those  paid  hours  in  the 
company  sports  center. 

Indeed,  Nixdorf  loves  to 
show  the  amenities  of  his 
empire,  Nixdorf  Comput- 
er A.G.  (1984  sales,  3.3 
billion  deutsche  marks,  or 
better  than  $1  billion). 
The  agile  and  voluble 
chairman  rushes  around 
his  new  sports  center  ex- 
plaining how  he  pays  peo- 
ple to  use  it  if  they  come 
in  teams  of  16.  He  points 
out  the  spot  where  he  will  soon  build 
a  day-care  center,  and  then  hops  in  his 
Audi  to  show  off  the  company  head- 
quarters in  his  hometown  of  Pader- 
bom,  about  60  miles  south  of  Han- 
nover. All  the  Nixdorf  offices  are  built 
in  the  glass-and-steel  style  of  his  fa- 
vorite architect,  Mies  van  der  Rohe, 
another  Paderborn  native. 

"As  an  industrialist,  I  feel  responsi- 
ble to  educate  my  employees,  to  make 
them  skilled  workers  and  to  give 
them  a  chance  for  sport/'  says  Nix- 


dorf, finally  settling  at  a  Nixdorf-built 
table  in  the  Nixdorf-built  office.  Nix- 
dorf figures  his  own  workers  can 
make  better  furniture  and  buildings 
than  anyone  else,  and  he  hates  status 
symbols,  so  everyone  gets  the  same 
furniture,  too. 

His  talk  on  social  obligation  is  not 
so  different  from  the  sounds  coming 
from  the  younger  entrepreneurs  in 


Heinz  Nixdorf  of  Nixdorf  Computer  AG. 

Profit  proves  you're  doing  something  right. 


U.S.  technology-driven  businesses.  "I 
like  profit  because  it's  the  best  mea- 
surement that  you  are  on  the  right 
way  with  the  customer,  but  I  made  all 
the  money  I  need  20  years  ago.  My 
basic  obligation  now  is  to  make  new 
jobs,"  says  Nixdorf.  He  adds:  "I  know 
our  way,  and  only  9%  of  the  workers 
are  union.  If  the  workers  see  that  the 
company  does  as  much  as  it  can  do, 
they  bring  stability  to  the  company 
and  make  a  good  relationship  with  the 
customers." 


Thirty-four  years  ago,  when  Nix- 
dorf was  a  26-year-old  physics  stu- 
dent, he  opened  a  small  lab.  Today  it 
is  West  Germany's  largest  computer 
maker,  with  20,000  employees  world- 
wide, including  plants  in  Berlin,  Dub- 
lin and  Singapore  and  Burlington,  Vt. 
Its  products  range  from  small  busi- 
ness computers  to  IBM-compatible 
mainframes,  bank  cash  machines  and 
private  digital  phone  exchanges.  In 
the  next  four  years  he  predicts  that 
the  company  will  double  its  sales  and 
eventually  become  Europe's  leader  in 
computers,  outpointing  such  com- 
petitors as  Olivetti,  Siemens  and 
France's  Bull.  Among  European  man- 
ufacturers, Nixdorf  is  second  on  the 
continent  but  fourth  among  the  four 
in  worldwide  sales,  and  IBM,  of 
course,  tops  them  all.  He  predicts  that 
within  ten  years  Nixdorf  will  employ 
70,000,  even  100,000  if  it  merges. 

Nixdorf's  success,  of  course,  will 
depend  on  its  ability  to  withstand 
IBM's  assault  on  the  European  mar- 
ket, but  the  chairman  is  proud  of  the 
results  so  far:  "I  know  we  did  find  the 
way,  not  only  our  way,  but  the  way." 
He  says  that  while  most  of  the  world 
followed  IBM  and  produced  central- 
ized computer  systems  in 
the  1960s  and  1970s,  he 
pushed  decentralized  sys- 
tems and  custom-made 
solutions  to  problems 
from  his  company's  early 
days. 

Nixdorf's  first  job  was 
designing  a  calculator 
based  on  electron  tubes 
for  a  German  utility,  and 
he  went  on  to  develop  the 
first  electronic  desktop 
calculator  with  built-in 
printer  and  an  early  com- 
puter for  the  German 
Wanderer  business  ma- 
chines group.  "In  the  first 
20  years  of  the  company, 
we  had  an  average  annual 
growth  rate  of  60%.  In 
many  years  a  third  of  that 
was  profit.  That's  the  rea- 
son I  was  not  forced  to  sell 

shares,"  he  recalls. 

In  1968  he  bought  out  Wanderer  to 
get  its  sales  and  service  organization. 
Today  workers  in  his  sprawling  home 
plant  at  Paderborn  build  boards  that 
become  modules,  which  slide  like 
thick  files  into  cabinets  to  make  com- 
puters of  varying  capacity.  In  another 
building,  they  write  software  to  turn 
these  machines  into  complex  systems 
for  the  banking,  insurance  and  retail 
trades.  The  company  makes  most  of 
its  own  components  and  uses  its  own 
fleet  of  trucks  for  delivery,  but  more 
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than  half  the  work  force  is  for  sales 
and  service. 

IBM  is  always  the  bogey,  and  Nix- 
dorf  says  it  should  pay  extra  tax  for 
controlling  more  than  30%  of  the 
world  computer  market.  He  also  says 
that  the  the  U.S.  government  or  Euro- 
pean Economic  Commission  should 
launch  another  antitrust  suit.  "[But  in 
the  meantime)  it's  enough  for  me  to 
know  IBM  is  growing  15%  a  year  and 
we  are  growing  25%." 

He  figures  he  has  one  edge  because 
IBM  had  to  buy  Rolm  to  get  into  the 
communications  business,  while 
Nixdorf  launched  West  Germany's 
first  digital  private  telephone  ex- 
change in  1982  and  now  is  pushing 
terminals  for  two-way  voice  and  data 
communications. 

"Country  by  country  we  get  ap- 
proval to  sell  our  PABX  [private  ex- 
change]. IBM  doesn't  have  the  right  to 
sell  a  Rolm  machine  in  Germany. 
And  if  you  see  a  system  made  with  an 
IBM  machine  and  a  Rolm  machine, 
you  have  two  different  machines.  You 
can't  see  a  difference  between  a  Nix- 
dorf computer  and  Nixdorf  communi- 
cations. It's  all  one — in  the  basic  de- 
sign, production  and  maintenance." 

His  business  continues  strong.  Prof- 
its in  deutsche  marks  rose  29%,  to 
DM121    million    ($40    million),    in 

1984.  German  accounting  understates 
reported  profits,  and  much  of  it  is 
reinvested.  Sales  are  up  29%  so  far  in 

1985,  and  after  years  of  trouble,  Nix- 
dorf says,  his  U.S.  unit  is  making 
money  on  about  $150  million. 

The  next  phase  in  the  rapidly  evolv- 
ing market,  Nixdorf  muses,  might  be 
home  printers  to  click  out  computer- 
ized newspapers  and  other  informa- 
tion. "It  could  be  that  we  will  be  the 
company  in  Germany  installing  10 
million  press  printing  machines." 

Nixdorf,  who  is  60,  says  he  always 
is  receiving  offers  for  a  5% -to- 10% 
stake  in  his  company.  Last  year,  to 
help  pay  for  added  capacity,  20%  of 
the  equity  was  put  on  the  market  at 
DM380  a  share.  The  stock  is  trading 
lately  around  DM550  on  the  German 
stock  exchange,  and  the  Nixdorf  fam- 
ily holdings  are  worth  $1  billion.  "I 
think  ten  years  from  now  there  will 
have  been  a  merger.  This  would  be 
wise,  it  is  true,"  he  says. 

But  that's  ten  years  away,  and  he 
has  no  intention  of  retiring,  although 
he  has  already  appointed  Vice  Chair- 
man Klaus  Luft  as  his  successor.  "I 
am  so  in  the  company  now.  I  cannot 
tell  you  when  it  [retirement]  will  be," 
says  Nixdorf.  And  when  it  happens? 
"I  will  not  be  an  artist.  I  will  not  be  a 
politician.  I  think  perhaps  I  will  be 
dead."  ■ 
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After  meeting,  after  golf,  after  sunset . . . 
this  Arizona  resort  still  sizzles! 

A  special  cookout  with  New  York  steaks  sizzling  over  gleaming  coals  of  mesquite  is  a 
favorite  activity  at  Arizona's  Country  Club  Resort.  It  is  renowned  for  combining  outstanding 
meeting  facilities  with  superlative  recreational  features  only  fifteen  miles  from  Phoenix. 

Accommodations  with  private  patios  for  400  •  20  meeting 
rooms  with  complete  audio  visual  facilities  •  3  championship 
golf  courses  (one  included  in  Golf  Digest's  Top  1 00) 
•  Complete  Tennis  Centre  with  8  lighted  courts  •  Western 
activities  including  riding,  trap  &  skeet  shooting  •  Excellent 
references  including  the  Mobil  Five  Star,  AAA  Five  Diamond,       '.rf  \ 
Gold  Key,  and  McRand  Conference  Awards. 


THE  WIGWAM 


Litchfield.Park  (Phoenix),  AZ  85340 
Telephone:  (602)  935-3811 
Clark  Corbett,  Vice  President 


Contact:  John  Jamison,  Dir.  of  Sales/Man'  Mahoney,  Sales  Mgr.  Represented  by  Tetley/Green 


firm 


"I  started  my  business  not  far  from  this 

harbor,  and  it  will  always  seem  like  home 

to  me.  But  now  my  personal  finances 

are  sufficiently  complex  to  require  the  discreet 

attention  and  finesse  of  my  New  York  bank." 

New  England 
Marine  Outfitters 


Truly  private  banking.  Cash  management.  Credit 
services.  If  excellent  handling  of  such  affairs  concerns 
you,  please  contact  Mr.  Rodney  I.  Woods.  Senior  Vice 
President,  United  States  Trust  Company  of  New  York, 
45  Wall  Street,  New  York,  NY  10005.  (212)  806-4444. 

US/Irust 

When  you  do  something  very  well 
you  simply  cannot  do  it  for  everyone. 


Takeover  madness  has  broken  out  in  Swe- 
den, thanks  to  bulging  corporate  wallets,  a 
surging  stock  market,  a  power  vacuum 
and  a  new  breed  of  investor. 

When  Wallenberg 
sells 


By  Harcia  Berss 


Until  his  death  2'/2  years  ago, 
Dr.  Marcus  Wallenberg  ruled 
Sweden's  industrial  and  finan- 
cial landscape.  Directly  and  indirect- 
ly, through  a  web  of  holding  compa- 
nies, he  controlled  about 
25%  of  the  nation's  gross 
domestic  product,  includ- 
ing the  biggest  bank,  ma- 
jor airline,  leading  tele- 
communications group, 
dominant  household  ap- 
pliance outfit,  number 
two  car-  and  truckmaker, 
largest  manufacturer  of 
power  generating  equip- 
ment and  a  major  forest 
products  company.  Even 
when  he  held  minority 
stakes,  Wallenberg  ap- 
pointed the  chief  execu- 
tives. No  decision  was 
made  without  consulting 
the  good  doctor. 

Now  heading  the  Wal- 
lenberg "group"  is  Mar- 
cus' son,  Peter,  59.  While 
few  expected  Peter  to 
wield  the  influence  of  his 
father,  even  group  insiders 
are  surprised  at  how 
quickly  the  Wallenberg 
grip  has  loosened.  Compa- 
nies once  solidly  in  the 
Wallenberg  camp  have  be- 
come acquisition  targets. 
Peter  Wallenberg  has 
made  the  unheard-of 
move  of  actually  selling 
ownership  stakes,  using 
the  cash  to  consolidate  his 
positions  elsewhere. 

As  for  the  Wallenberg 
CEOs,  "people  were  care- 
ful not  to  speak  out.  Now, 
with  [Marcus]  gone,   it's 


not  so  dangerous,"  says  Staff  an  Gadd, 
a  Swedish  financier  who  once  ran 
Wallenberg's  Scandinavian  Bank  in 
London. 

Stepping  into  this  vacuum  is  a  new 
breed  of  Swede — young  entrepreneurs 
challenging    the    establishment    and 


Erik  Peaser,  owner  of  Nobel  Industries 
Others  waited/or  the  phone  to  ring. 


building  their  own  corporate 
"groups"  through  a  record  number  of 
changes  in  ownership  blocks. 

Where's  the  cash  coming  from? 
Thanks  to  an  October  1982  krona  de- 
valuation, and  bolstered  by  the  strong 
dollar,  Swedish  exports  are  booming. 
Profit  margins  on  average  have  dou- 
bled since  1982.  More  of  cash  flow  is 
available;  capital  investment  remains 
low  because  there  still  is  excess  ca- 
pacity. And  while  personal  income 
taxes  are  confiscatory  (79%  on  in- 
come above  $22,200),  the  country  is  a 
tax  haven  for  corporations,  with  an 
effective  rate  of  only  20%  to  30%, 
thanks  to  generous  depreciation 
schedules.  Corporate  balance  sheets, 
in  short,  bubble  with  liquidity. 

Then  there's  the  Swedish  stock 
market.  Foreign  exchange  controls 
make  it  virtually  impossible  to  invest 
kronor  outside  Sweden,  so  the  spare 
cash  pours  into  the  market.  This  is 
making  the  new  breed  rich.  In  1982 
and  1983  the  Swedish  equity  market 
led  all  world  stock  exchanges  in  re- 
turns, with  annual  gains  of  64% .  Last 
year  the  total  market  val- 
ue of  231  billion  kronor 
was  nearly  double  that  of 
two  years  earlier.  Block 
trading,  where  the  big 
ownership  stakes  have 
changed  hands,  was  al- 
most nonexistent  five 
years  ago.  Now,  off-ex- 
change block  trades  ac- 
count for  nearly  40%  of 
total  market  volume. 

Even  better  for  the  new 
breed,  against  expecta- 
tions in  this  heavily  regu- 
lated welfare  state,  regula- 
Ition  has  been  lax.  Insider 
trading  on  undisclosed  in- 
formation, for  example,  is 
just  becoming  illegal. 
Here  is  a  look  at  two  of 
the  new  Swedish  high- 
fliers who  are  taking  ad- 
vantage of  this  free-for-all 
and  the  surging  market, 
the  corporate  cash  bulge 
and  the  weakness  in  the 
old  power  structure. 

The  optimist 

Erik  Penser  was  a  31-year- 
old  stockbroker  in  Stock- 
holm in  1973.  "Brokers 
just  waited  for  the  phone 
to  ring,"  he  recalls.  "As  I 
knew  very  few  people,  I 
had  to  phone  them." 
Penser  hustled  hard  to  be- 
come a  star  broker,  then 
quit  to  buy  for  himself, 
borrowing  to  the  hilt:  "I 
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.Id.  The  mark  of  a  man.  Symbol  of 
his  worth.  This  engraved  signet  ring 
of  14  karat  gold  becomes  a  prized 
possession  to  be  handed  down 
from  generation  to  generation. 
Nothing  else  feels  like  real  gold. 


I  redrik  Lundberg,  head  of  Lundbergfortagen  coftstruction 
"He  was  too  young  and  moving  too  fast." 


was  one  of  the  few  optimists  when 
interest  in  Swedish  shares  was  at  a 
low  ebb." 

He  concentrated  on  armament 
maker  Bofors  and  then  bought  into 
KemaNobel,  a  Wallenberg-controlled 
chemical  company.  By  1982  he  con- 
trolled Bofors  and  owned  20%  of  Ke- 
maNobel, profiting  as  the  stock  mar- 
ket took  off.  Last  September,  in  Swe- 
den's second-largest-ever  acquisition, 
he  bought  KemaNobel  from  Wallen- 
berg. The  combined  Bofors-KemaNo- 
bel  is  now  the  $1  billion  (sales)  Nobel 
Industries.  Penser  also  owns  a  big 
Swedish  retailer  as  well  as  the  coun- 
try's biggest  brokerage  house,  Carne- 
gie, where  he  started  in  1973.  Estimat- 
ed market  value  of  holdings:  $200 
million. 

Penser  also  may  have  been  part  of 
what  the  Swedes  call  the  "unholy  alli- 
ance" with  Peter  Wallenberg  and 
Volvo  Vice  Chairman  Anders  Wall, 
who  together  tried  to  take  over  Volvo, 
Sweden's  biggest  manufacturer.  Pehr 
Gyllenhammar,     Volvo's     chairman 


and  the  country's  best-known  busi- 
nessman, whipped  them  thoroughly. 
That  defeat  emphasized  Wallenberg's 
new  vulnerability.  Penser  says  he  was 
no  part  of  such  an  alliance  and  that  he 
loves  Volvo.  What  else  does  Penser 
like?  "Electrolux  [the  $4  billion  Wal- 
lenberg household  appliance  com- 
pany). It's  dead  cheap." 

The  ex-broker  has  no  secretary  and 
answers  his  own  phone.  He  doesn't 
fancy  himself  an  industrialist  a  la 
Marcus  Wallenberg:  "I  leave  [running 
companies)  to  professionals."  But  he 
loses  respect  in  Sweden  for  living  in 
Britain  to  escape  Swedish  taxes,  and 
his  bank  loans — he  is  leveraged 
50% — make  him  a  gambler  in  Swed- 
ish eyes. 

Says  Penser:  "I  don't  mind  living  at 
that  [level]  as  long  as  I'm  involved 
with  good  companies."  And  what  if 
the  market  should  fall?  "Well,  maybe 
the  value  of  my  shares  will  go  down. 
The  assets  will  always  be  there.  Noth- 
ing will  be  worthless  as  long  as  it 
makes  money." 


Bad  blood 

No  visitor  to  Stockholm 
can  miss  Vasa  Termina- 
len,  a  big  real  estate  devel- 
opment above  the  down- 
town train  station.  The 
$85  million  building  proj- 
ect is  being  done  by  a  con- 
sortium led  by  L.E.  Lund- 
bergforetagen,  a  family- 
run  construction  firm, 
which  outbid  Sweden's 
number  one  builder,  $1.3 
billion  Skanska,  for  the 
prestigious  job.  That 
who's  -  king  -  of  -  the  -castle 
quarrel  was  seen  again 
last  November  in  a  strug- 
gle for  the  big  investment 
holding  firm  Custos. 

The  challenger  was  Fre- 
drik  Lundberg,  34,  head  of 
$97  million  Lundbergfore- 
tagen.  Since  1982  he  has 
tripled  his  company's  in- 
vestment portfolio,  now 
valued  at  $150  million. 
He  owned  29%  of  Custos, 
and  Skanska,  a  10%  hold- 
er in  Custos,  maneuvered 
him  out.  "Many  of  these 
old  guys  were  afraid  of 
Lundberg.  He  was  too 
young  and  moving  too 
fast,"  says  a  Swedish  se- 
curities analyst. 

But  in  the  Custos  settle- 
ment Lundberg  got  a  $25 
million  profit  and  his  pick 
of  the  Custos  portfolio. 
He  took  a  slice  of  Alfa- 
saiiyFear/impaa  Laval,  the  $1  billion  farm 
equipment  company,  and  now  owns 
21%,  second  only  to  the  Wallenberg 
23%  holding,  and  he  is  buying.  He's 
also  sold  most  of  his  30-odd  stocks, 
concentrating  on  six  companies  to 
take  a  hands-on  management  role. 
Among  the  six:  builder  Siab,  now  44% 
owned  by  Lundberg,  and  Incentive,  an 
engineering  outfit  29%  owned,  which 
was  founded  by  Marcus  Wallenberg. 

Then  there's  his  own  company, 
Lundbergforetagen,  which  was  found- 
ed by  his  father  in  1944.  Riding  the 
stock  market  boom,  Lundberg  took 
the  company  public  in  1983.  His  60% 
now  has  a  paper  value  of  $  1 85  million. 
He  also  says  that  the  company's  real 
estate  collection — office  buildings 
and  apartments — is  on  the  books  at 
$165  million,  but  is  probably  worth 
twice  that  much. 

With  the  bad  blood  between  Lund- 
berg and  Skanska,  Wallenberg  is  a  use- 
ful ally.  "We  work  well  together.  Wal- 
lenberg has  good  industrial  experi- 
ence. That's  what  I  need,  because  I'm 
new."  ■ 
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"Can  you  tell  me 
where  it  hurts?" 


When  a  Kodak  service  representative  visits  a 
Kodak  copier,  the  copier's  powerful  micropro- 
cessor does  tell  where  it  hurts.  And  where  it's  hurt 
in  the  past— a  complete  service  history.  And 
then  it  aids  in  diagnosis,  correction  and  testing. 
All  of  which  tends  to  keep  service  calls  for 
Kodak  copiers  uniquely  brief. 

Indeed,  many  service  calls  don't  even  hap- 
pen, because  the  computer's  made  an  adjust- 
ment all  by  itself.  Or  told  an  operator  how  to  do  it. 
Now  you  know  why  Kodak  copiers  consis- 
tently outrank  all  others  in  surveys  of  copier  ser- 
vice satisfaction.  And  why  you  should  see  a 
Kodak  copier  demonstration.  Call, 
or  send  the  coupon.  1  800  44KODAK 
(1800445-6325)  Ext.  324. 


Kodakcopiers 


cam 


Eastman  Kodak  Company,  CD  5401,  Rochester,  NY  14650 
D  Please  send  me  details  on  the  latest  Kodak  copier- 
duplicators. 
□  Please  have  a  representative  call  for  an  appointment. 
Our  approximate  monthly  copy  volume 


Name_ 


Title- 


Company.. 


Address^ 


City- 


.State- 


.Zip_ 


TelephoneJ- 


©  Eastman  Kodak  Company,  1984 
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THE-TOTALEXPRESS  NETWORK 


e  banking  world  has 
changed.  Ask  New  York, 
London,  Zurich,  Tokyo. 

A  New  York  analyst's  report  on  a 
Japanese  company  is  'somewhere   in 
the  pipeline1. 

A  contract  can't  be  signed  until  the 
securities  arrive,  or  a  letter  of  credit  is 
taking  days  to  get  around  the  world. 

When  time-sensitive  items  fail  to 
reach  the  right  place  at  the  right  time, 
massive  losses  can  occur. 

In  developing  the  Total  Express 
Network  to  meet  the  needs  of  global 
business,  DHL  changed  all  that. 

The  fact  is,  no  other  company  has  our 
expertise  in  delivering  vital  documents 
and  parcels  to  businesses  worldwide. 

That's  one  reason  DHL  is  now  the 
fastest  growing  express  network  in  the 
United  States.  By  providing  such  a  fast 
and  reliable  service,  DHL  has  gained  the 
confidence  of  scores  of  banks  and 
financial  institutions. 

They've  come  to  appreciate  the 
difference  our  efficiency  can  make. 
You  could  say  they  bank  on  us. 


I  XPf.RII.NCF.  MORF  OFFICES  IN  146  COUNT  RIF. 


KI.DWIDI 


WORLDW/DE 

Chang/ngthe 
way  the  wor/d  works. 


The  fur  business  is  bigger,  but  its  not  the 
same.  The  coats  come  from  Hong  Kong 
and  Korea,  the  union  is  dying,  women  buy 
their  own,  and  Greeks  are  replacing  fews. 


Make  mine  mink 


By  Jeffrey  A.  Trachteoberg 

T|he  fur  business  is  more  than 
skinning  a  mink.  Charlie 
Reich,  for  example,  bought  $3.8 
million  worth  of  Scandinavian  mink 
pelts  in  early  March.  When  he  got 
ready  to  pay  the  bill  three  weeks  later, 
it  was  $4.1  million  because  of  the 
weaker  dollar. 

"Three  hundred  thousand  dollars 


extra  is  a  lot  of  money  in  anybody's 
business,  but  if  you  want  to  do  busi- 
ness internationally,  you've  got  to  be 
prepared,"  says  Reich,  61,  peering 
through  his  tinted  aviator  glasses.  His 
company,  Scheflin-Reich,  the  largest 
skin  dealer  in  the  world,  handled  1.2 
million  mink  pelts  last  year  worth 
$37  million.  "We  planned  ahead  and 
bought  currency  futures;  this  means 
we  can  pay  our  bills  with  [Danish] 


kroner,  which  cost  less  than  the  going 
exchange  rate.  If  you  do  business  in- 
ternationally, you've  got  to  be  pre- 
pared for  dollars  to  go  up  or  down." 

Once  it  was  enough  to  buy  smart, 
match  skins  and  run  a  sewing  ma- 
chine. No  longer.  The  fur  business  is 
booming,  $1.5  billion  retail  in  1984, 
or  twice  the  sales  of  six  years  ago.  But 
the  industry  is  shrinking,  with  per- 
haps 20%  fewer  manufacturers  than 
five  years  ago.  The  number  of  union 
workers  is  down  by  almost  half  in  the 
same  period.  Today  it's  a  fast-paced 
game  based  on  foreign  currencies  and 
cheap  overseas  labor.  The  big  shrewd 
firms  get  bigger,  while  the  old-fash- 
ioned mom-and-pop  furriers  that  put 
together  the  low-priced  fur  coats  are 
disappearing. 

The  retail  market  has  changed,  too. 
Women  are  buying  their  own  furs 
rather  than  depending  on  rich  hus- 
bands or  very  good  friends.  It's  no 
longer  a  Jewish  business,  although  the 
Fur  Synagogue  still  holds  morning 
services  daily.  Today  Greeks  domi- 
nate the  union,  the  Furriers  Joint 
Council.  Greeks  dominate  the  manu- 
facturers as  well,  like  onetime  floor 
sweeper  Peter  Dion  and  former  IBM 
engineer  Ted  Leakas,  both  now  indus- 


loe  NkNalkW  heeler  Pklur. 


Charlie  Reich  surrounded  by  mink  skins  hi  his  New  York  City  showroom 
Hedging  currencies  is  as  important  as  buying  pelts. 
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try  leaders.  The  first  joint  American- 
Korean  company,  Korny  Trading 
Corp.,  has  opened,  emphasizing  the 
international  shift. 

"We're  opening  a  factory  in  Greece 
to  employ  200.  We  also  buy  in  Korea, 
where  they  make  time-consuming 
furs  like  simulated  lynx-belly  coats — 
made  from  white  fox  and  raccoon — I 
can't  get. here,"  says  Ken  Wagner,  a 
former  heavyweight  boxer  in  the  Air 
Force  whose  fur  company  is  known 
for  its  Oscar  de  la  Renta  collection. 
"In  Hong  Kong  I  buy  reversible  mink 
jackets,  with  leather  shells  imported 
from  China.  And  I  expect  to  be  sign- 
ing a  deal  to  manufacture  in  Brazil. 
Everybody  travels." 

The  fur  market,  centered  in  Man- 
hattan between  Sixth  and  Eighth  ave- 
nues, from  26th  to  30th  streets,  al- 
ways had  its  international  aspects — 
auctions  in  Scandinavia  and  Lenin- 
grad, fashion  shows  in  Milan  and  Par- 
is— but  not  like  this. 

Consider  Evans,  Inc.,  a  Chicago- 
based  company  with  offices  in  New 
York.  In  June,  Evans  will  open  a 
branch  in  Hong  Kong  to  inspect  the 
$25  million  (before  shipping  costs  and 
duty)  worth  of  furs  it  will  buy  in  the 
Far  East  this  year.  Evans,  the  biggest 
retail  furrier  in  the  world,  operating  in 
major  department  stores  as  well  as  its 
own  shops,  had  sales  of  $149  million 
and  profits  of  $5  million  for  the  Mar.  1 
fiscal  year.  Evans  has  even  begun  im- 
porting fur  coats  from  China. 

"The  workmanship  on  mink  isn't 
up  to  American  standards  yet,  but 
we're  buymg  Mongolian  lamb  jackets 
[$499  retail]  and  tanuki  [Asiatic  rac- 
coon] jackets  [$2,000  retail],"  says  Da- 
vid Meltzer,  Evans'  chief  executive. 
"Last  January  the  Chinese  sent  14 
people  to  our  offices  in  Chicago  and 
New  York  to  see  how  we  run  our 
operation.  Eventually  we'll  do  a  lot  of 
business  with  them." 

Imports  of  fur  coats,  valued  at  $336 
million  in  1984,  were  largely  from 
Korea,  Hong  Kong  (low  Asian  wages 
mean  labor  costs  per  coat  are  about 
one-third  the  U.S.  cost),  Canada  and 
Greece;  this  is  quadruple  the  1979 
figure.  But  exports  dropped  to  $33 
million,  down  47%  from  1979. 

The  number  of  workers,  about 
5,000,  with  many  working  for  them- 
selves, is  unchanged  in  recent  years. 
The  Furriers  Joint  Council's  problem 
is  that  it  led  disastrous  strikes  and  can 
no  longer  prevent  union  manufactur- 
ers from  using  nonunion  contractors. 
Result:  Union  membership  is  down  to 
1,200,  from  2,000  five  years  ago,  and 
more  draw  pensions  than  work. 

Ironically,  New  York  is  still  a 
center  for  the  creation  of  high-priced 
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If  you'd  like  to  know  the  secret  of  burning  wood  into  charcoal,  drop  Mr.  Bateman  a  line  at  our  distillery. 


25  YEARS  AGO,  Jack  Bateman  learned  a  skill 
only  a  handful  of  others  know. 

As  an  apprentice  ricker,  Jack 
was  taught  the  knack  of 
burning  hard  maple  wood 
into  charcoal.  We  need  this 
charcoal  because  nothing 

does  a  better  job  of  smoothing  out  our  whiskey. 

Of  course,  Mr.  Bateman 

has  changed  a  bit  since  his 

early  days  in  the  rickyard. 

But  thanks  to  25  years  of 

his  hard  maple  charcoal, 

Jack  Daniel's  Whiskey  has 

stayed  exactly  the  same. 

CHARCOAL  MELLOWED  DROP  BY  DROP 
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WHISKEY 

90  Proof  Distilled  &  Bottled 

By  Jack  Daniel  Distillery 

Lem  Motlow,  Prop.  Inc., 

Lynchburgjennessee 

s     (Pop.  361)  37352      „ 


DON'T  CHANGE  TO  FIT 


WE'LL  CHANGE  TO  FIT  YOU. 


Don't  let  them  back  you  into  a  corner. 

Motorola  Information  Systems  Group  has  the  hard- 
ware you  want,  the  software  you  need,  and  the  customer- 
first  attitude  you  thought  was  a  thing  of  the  past. 

And  the  systems  grow  with  you.  Now  users  of  our  4000 
and  5000  Series  computers  can  employ  five  of  the  most 
advanced  software  packages  in  the  industry.  There's  a  new 
electronic  spreadsheet,  an  electronic  mail  system,  a 
graphics  program  that  allows  you  to  mix  graph  types  in  the 
same  chart,  an  asynchronous  information  link  to  outside 
data  services,  as  well  as  a  new  program  to  help  you  search 
your  data  to  find  what  you  need,  almost  instantly.  The 
MFE/IV  operating  system  integrates  each  program  into  a 
total  of&ce  system. 

There's  a  lot  of  excellent  technology  around  today,  but 
some  people  sell  it  as  if  it  were  "one-size-fits-alT  We  think  you 
can  do  better. 

Motorola's  commitment  to  customer  satisfaction  can 
deliver  an  information  system      ><->, 
that  really  fits  your  needs.  Call     (M)  MOTOROLA 


US  at  1-800-528-6050,  Ext.  1789.  Information  Systems 


MOTOROLA'S  COMPUTERS.  PROBLEM-SOLVING 
SOFTWARE  AND  CODEX  NETWORKING  SYSTEMS 
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Alixandre  produces  de- 
signer fur  coats  with 
labels  from  Perry  Ellis,  Jef- 
frey Banks  and  Yves  St. 
Laurent.  Here's  how  the 
pricing  works:  A  mink 
coat  uses  about  46  skins 
costing  $50  each,  or 
$2,300.  Labor  costs  aver- 
age $1,200,  for  a  total  of 
$3,500.  If  Alixandre 
wbolesales  the  coat  to  a 
retailer,  it  gets  $5,500,  or  a 
$2,000  profit.  But  if  Alix- 
andre sells  the  coat  to  an 
ordinary  shopper  the  price 
probably  will  be  80%  of 
the  coat's  $12,000  retail 
tag,  or  $9,600.  Now  that's 
as  good  a  coat  as  you  will 
find  in  the  market  today, 
cheap  coats  will  disappear 
makers  of  the  top  coats 


Edwin  Scbulman  of  Alixandre 
The  Japanese  buy  American 


'The  manufacturers  of  the 
—that's  inevitable.  But  the 
will  survive.  Otherwise  I 

wouldn't  invite  my  kids  into  the  business,"  says  Edwin 

Schulman  of  Alixandre. 
Compare  this  with  a  coat  from  Hong  Kong,  noting  the 

quality  and  price  differences.  "On  a  dollar-per-dollar 

basis,  the  coats  made  in  this  country  aren't  that  much 


more  expensive,  says 
Steve  Milona  of  Louis  Mi- 
lona  &  Sons.  He  figures  a 
good  Hong  Kong  mink 
coat  uses  only  40  skins  at 
$50  each,  or  $2,000,  plus 
$280  for  labor— $7  per 
skin— or  $2,280.  Add  the 
6.9%  U.S.  duty,  or  $157, 
plus  $30  for  shipping. 
That's  $2,467. 

"Fur  imports  have  ex- 
panded the  business  but 
fine  coats  will  still  be 
made  here,"  says  Milona. 
He  then  sells  that  coat  to 
big  stores  like  Bullock's  in 
Los  Angeles  and  Bam- 
berger's in  New  Jersey  at 
$3,500.  Steve  doesn't  ad- 
vertise to  the  public,  but  a  woman  buying  his  furs 
would  pay  around  80%  of  the  retail  price,  or  about 
$6,000. 

If  Steve  Milona  wanted  to  make  that  coat  in  the  U.S., 
the  40  skins  would  still  cost  $2,000,  but  his  labor  costs 
would  run  about  $800  instead  of  $280.  Even  after  the 
shipping  and  duty  charges,  he  is  $333  better  off  with  the 
Hong  Kong  coat. — J.A.T. 


MiNjIIv  Winder  Pmurcs 


fur  coats  because  American  work- 
manship is  considered  superior.  Says 
Edwin  Schulman,  whose  family- 
owned  company  produces  the  Alix- 
andre fur  label  and  who  is  also  presi- 
dent of  the  Associated  Fur  Manufac- 
turers, a  trade  group:  "We  make 
everything  in  this  country  because 
the  quality  of  the  product  is  so  much 
better.  We  sell  our  furs  to  the  Far  East; 
we  don't  make  coats  there.  The  work- 
manship is  passable  on  a  commercial 
level  [the  lower-priced  coats],  but  it's 
not  up  to  the  standards  of  the  better 
stores." 

Fur  coat  prices  average 
about  $12,000  to  $18,000  for 
top  quality  mink  these  days. 
Russian  lynx  coats  run 
$90,000;  natural  Russian  sa- 
ble, $50,000;  silver  fox, 
$15,000;  raccoon,  $6,000. 
These  expensive  furs,  from 
the  U.S.  and  Europe  but  not 
Asia,  are  sold  at  stores  like 
Bergdorf  Goodman  in  New 
York  and  I.  Magnin  in  Chica- 
go. Neiman-Marcus  in  Dal- 
las is  the  most  successful  of 
the  fancy  retailers  selling 
furs,  with  sales  of  maybe  $35 
million  this  year. 

"The  more  expensive  the 
coat,  the  better,"  boasts  Da- 
vid Wolfe,  senior  vice  presi- 
dent    of     Neiman-Marcus. 


"From  the  start  of  the  season  in  Sep- 
tember, through  February,  we  sell  at 
least  one  Russian  sable  every  week, 
priced  at  a  minimum  of  $40,000.  In 
the  last  couple  of  years  I've  sold  a 
Russian  sable  coat  for  $225,000  and 
two  Russian  lynx  coats  at  $175,000. 
Who  bought  the  $225,000  coat?  A 
woman  whose  family  used  to  own  a 
city  and  still  controls  a  famous  finan- 
cial empire.  In  this  business  you  have 
personal  relationships  with  your  cus- 
tomers who  spend  $100,000  a  year  on 
furs.  You  eat  with  them,  you  travel 


Fur  auc 
Pay  in 


/ion  in  Leningrad 
dollars,  please. 


with  them,  you  understand  what  they 
want.  You  also  provide  it  for  them." 
But  a  broader  market  is  developing. 
Well-paid  working  women  buy  furs 
for  themselves,  and  there  are  $3,000 
minks,  too.  "We  took  furs  off  their 
high  horse  and  put  them  on  women's 
backs  by  personalizing  the  advertising 
and  making  it  easy  to  buy  a  fur,"  says 
Fred  Schwartz,  better  known  in  New 
York  as  Fred  the  Furrier.  He  sells  furs 
in  Bloomingdale's,  and  analysts  ex- 
pect him  to  do  $50  million  in  sales 
this  fiscal  year  ending  May  31. 

The  ethnic  change  began 
two  decades  ago.  The  sons  of 
the  Jewish  furriers,  simply 
enough,  didn't  want  to  fol- 
low in  their  fathers'  foot- 
steps. Why  the  Greeks?  Be- 
cause the  city  of  Kastoria  in 
northern  Greece  has  for  cen- 
turies been  a  center  for  the 
fur  trade.  Kastorian  Greeks 
gradually  emigrated,  and 
their  skills  were  vital  in 
keeping  the  industry  alive. 
You  can  see  it  at  lunchtime. 
Years  ago  the  furriers  shared 
lox  and  bagels  at  Traders  and 
swapped  tales  of  having  sold 
mink  and  sable  coats  to  the 
likes  of  Elizabeth  Taylor  and 
Jacqueline  Onassis.  Now  it's 
lamb  and  spinach  pie,  and 
they  talk  politics.  ■ 


APN  Cimma-Liaison 
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THE  AUTOMATIC  CHOKE. 


With  50  copies  a  minute, 

automatic  2-sided  copying,  magnification  and  paper  selection, 

Canon's  NP-7000  Series  makes  the  choosing  easy. 


There's  never  been  a  copying  system 
quite  like  Canon's  NP-7000  Series.  The  choice 
of  performance  oriented  companies  with  a  need 
for  a  high-performance  copying  system.  A 
system  never  before  available  in  this  price  class. 

First  in  the  NP-7000  Series  is  the 
NP-7550  A  system  of  sophisticated,  automatic 
features  that  is  fully  integrated  into  the  basic 
design  of  the  copier. 

An  integral  part  of  this  system  is  Canon's 
Recirculating  Document  Feeder.  It  feeds  up  to 
50  originals,  and  stands  ready  to  command  the 
copier  to  perform  a  multitude  of  copying  tasks. 

The  NP-7550  copier  system  makes 
two-sided  copies.  Selects  the  proper  paper 


size.  Chooses  reduction  and  enlargement  ratios. 
Makes  50  copies  a  minute.  All  automatically 

What's  more,  there's  a  2,000  sheet 
paper  deck  for  virtually  interruption-free  copy 
runs.  Plus  an  optional  50-bin  sorting  system  to 
complete  even  the  largest  copying  jobs. 

And  to  keep  the  flow  of  business  going, 
Canon  has  developed  an  exclusive  Amor- 


phous Silicon  Drum.  Not  only  does  it  last 

5  times  longer  than  conventional  copier  drums, 

it  also  delivers  optimum  image  quality. 

All  of  which  makes  the  NP-7550  stand 
out  as  a  truly  integrated  copying  system. 
Answering  the  need  for  speed,  quality  and 
automated  convenience. 

For  those  offices  that  don't  need  auto- 
duplexing  or  the  paper  deck,  there's  an  eco- 
nomical NP-7000  Series  desktop  copier— the 
NP-7050 

Together,  the  NP-7000  Series  copying 
systems  offer  a  breakthrough  in  high-volume 
performance.  Performance  that  even 
makes  your  choice— automatic. 
The  copier  shown  is  the  NP-7550.  •"U'    - 
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Cities/Monterey  Park 


By  Andrew  Tanzer 


To  the  Hong  Kong  and  Taiwanese  Chinese, 
Monterey  Park,  Calif,  is  where  the  streets 
are  paved  with  gold,  and  the  place  to  run 
to  with  your  money  when  shadows  fall. 


Little  Taipei 


Photos  by  Paul  Fusco/Magnui 


An  immigrant  may  be  the  person 
who  wades  across  the  Rio  Grande  to 
pick  vegetables  or  run  a  sewing  ma- 
chine. He  may  be  a  Russian  few  driv- 
ing a  taxi  in  Manhattan.  If  he's  Chi- 
nese, he's  in  a  kitchen  12  hours  a  day 
until  enough  is  saved  for  a  restaurant. 
But  this  stereotype  doesn't  fit  in 
Monterey  Park,  Calif.,  an  8-square- 
mile  dot  surrounded  on  three  sides  by 
thundering  ten-lane  freeways  (that's 
prime  property  around  Los  Angeles), 
about  15  miles  east  of  Rodeo  Drive 
and  on  the  western  edge  of  the  San 
Gabriel  Valley.  The  city  of  59,000  is 
40%  Asian,  and  about  three-fourths  of 
those  are  Chinese.  "Little  Taipei" 
they  call  it  in  Hong  Kong  and  Taiwan. 
Over  there,  Monterey  Park  is  the 
place  to  go  to,  a  mini-international 
financial  and  commercial  center,  a 
haven  for  flight  capital.  Combined  de- 
posits at  the  city's  banks  (38  at  last 
count),   mostly  small  and  Chinese- 


Looking  west  from  Monterey  Park  to  Los  Angeles  at  sunset 

First  the  professionals  came,  then  the  businessmen,  then  the  traders. 
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run,  are  at  least  $1.5  billion,  which 
works  out  to  $25,000  for  every  man, 
woman  and  child  in  Little  Taipei.  But 
then  Chinese  are  big  savers,  and  even 
a  modestly  well-off  immigrant  brings 
in  $50,000.  Deposits  also  flow  in  from 
Chinese  throughout  southern  Califor- 
nia who  consider  Monterey  Park  their 
financial  center. 

"At  first,  the  Chinese  that  settled  in 
Monterey  Park  were  not  business- 
men," recalls  Wesley  Ru,  a  prosper- 


ous auto  parts  manufacturer  and  im- 
porter. "They  were  mostly  Ph.D.s  and 
engineer  types  who  emigrated  from 
Taiwan  or  Hong  Kong,  professionals, 
good  neighbors  who  keep  to  them- 
selves, high  achievers. 

"Then,  in  the  last  five,  seven  years, 
Taiwan  and  Hong  Kong  businessmen 
start  to  come.  First  it  was  the  real 
estate  people,  and  then  trading  com- 
panies, heavy  investors,  people  that 
come  with  hundreds  of  thousands  of 
dollars  in  cash,  and  their  first  stop 
would  be  the  Mercedes  dealer  and  the 
second  stop  would  be  the  real  estate 
broker.  This  group  of  businessmen — 
entrepreneurs — were  bolder,  more 
boisterous,  more  demanding  and 
sometimes  even  cunning." 

Transferring  money  from  Hong 
Kong  is  easy,  but  spiriting  hard  cur- 
rency out  of  Taiwan,  which  has  draco- 
nian  foreign-exchange  restrictions,  re- 
quires some  sleight  of  hand.  Some- 
times money  is  funneled  through 
business  fronts  in  Taiwan  (often  jew- 


Signs  over  Monterey  Park 

"The  mecca  of  Chinese  businesses 

in  southern  California." 
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The  Golden  Shark  restaurant  on  Atlantic  Boulevard  by  night 

A  preference  for  restaurants  that  are  brightly  lit  and  noisy. 


The  restaurants 


Naturally,  where  there  are  Chinese,  there  will  be 
Chinese  restaurants.  But  don't  judge  the  food  in 
Monterey  Park  by  the  service,  decor  or  ambience. 
Restaurants  that  the  Chinese  eat  in  are  likely  to  be 
brightly  lit  and  noisy,  because  Chinese  are  happy  and 
noisy  when  eating.  But  a  big  difference  between  res- 
taurants in  Little  Taipei  and  Big  Taipei  (in  Taiwan)  is 
the  standard  of  hygiene.  Monterey  Park  restaurants 
match  American  standards,  while  a  glimpse  into  most 
kitchens  in  Big  Taipei  restaurants  is  enough  to  turn  a 
big  eater  into  an  anorexic. 

The  food  in  Monterey  Park  is  generally  inexpensive- 
ly to  moderately  priced.  Dinner  for  two,  with  Tsingtao 
beer,  runs  about  $30  in  most  restaurants,  and  many 
take  credit  cards. 

For  Cantonese-style  dim  sum,  try  the  Golden  Shark, 
404- A  South  Atlantic  Boulevard  (818-289-6036),  or  the 
smaller  and  quieter  Champagne  Restaurant,  755  West 
Garvey  Avenue  (818-289-9299). 


Three  superb  Cantonese  seafood  restaurants  are  Sea 
Dragon,  715  West  Garvey  Avenue  (818-281-5844),  the 
newly  opened  Yuan  Ten  Seafood  Restaurant,  128 
North  Garfield  Avenue  (818-572-7208)  and  Sea  Palace, 
416-D  South  Atlantic  Boulevard  (818-282-9106), 
which  also  offers  music  and  dancing  at  night. 

For  excellent  hot,  spicy  food  try  Szechwan  Restau- 
rant, 694  West  Garvey  Avenue  (818-576-1144),  but  be 
prepared  for  inept  service;  or  Peng  Yuan  Restaurant, 

700  South  Atlantic  Boulevard  (818-576-2661),  which 
features  Hunan  cuisine  and  more  attentive  service. 

For  simpler  fare,  eat  at  Mandarin  Noodle  House, 

701  West  Garvey  Avenue  (818-570-9795),  or  Pearl's 
Oriental  Restaurant,  644  West  Garvey  Avenue  (818- 
284-2761),  both  good  noodle  and  dumpling  houses.  Or 
try  Vegi  Food  Kitchen,  108  North  Garfield  Avenue 
(818-280-4215),  which  offers  most  delicious  vegetar- 
ian dishes  such  as  mock  chicken,  duck,  fish  and 
pork. — Andrew  Tanzer 


elry  stores)  to  banks  in  Hong  Kong 
and  then  wired  to  the  U.S.  Another 
route  is  through  a  U.S.  subsidiary. 

"Let's  say  I'm  a  manufacturer  in 
Taiwan  who  exports  $1  million  of 
merchandise,"  hypothesizes  Gregory 
Tse,  president  of  Wing  On  Realty  Co. 
(no  relation  to  Hong  Kong's  big  Wing 
On  Group)  and  president  of  the  local 
chamber  of  commerce.  "I  should  get 
$1  million  back  to  Taiwan,  but  in- 
stead I  say:  'I'm  the  manager  here 
[U.S.  branch].  I'd  like  to  pay  myself  a 
salary  of  $100,000  here,  my  wife 
$50,000  and  my  oldest  son,  he's  got  a 
business  degree,  $50,000.'  So  I  send 
$800,000   back   to   Taiwan.    There's 


nothing  illegal." 

Opening  an  American  branch  office 
also  gains  a  U.S.  visa  for  the  family  to 
reside  in  the  U.S.  and  leads  to  perma- 
nent residence  status.  For  maybe 
$30,000,  a  subsidiary  is  set  up  in  the 
U.S.,  then  the  owner  transfers  himself 
and  perhaps  some  other  relatives  to 
run  the  U.S.  operation.  After  the  busi- 
ness grows,  he  can  apply  for  a  green 
card,  or  permanent  residence. 

The  Chinese  immigrants  of  the  last 
century  were  mostly  men  who  left 
their  wives  behind.  Today,  in  a  rever- 
sal, many  send  their  wives  and  chil- 
dren to  live  in  Monterey  Park  while 
they  commute  between  Big  Taipei 


and  Los  Angeles. 

Remember,  they  aren't  coolies  here 
to  lay  tracks;  they  are  businessmen 
wanting  to  preserve  and  expand  their 
fortunes.  The  factory  in  Taiwan  or 
trading  company  in  Hong  Kong  is  just 
too  lucrative  to  abandon,  though 
much  of  the  profit  is  creamed  off  and 
poured  into  property — condos  or 
pieces  of  shopping  centers — and  sav- 
ings accounts  in  the  U.S.  Sometimes 
three  or  four  families  will  pool  re- 
sources, buy  a  house  or  a  couple  of 
condominiums  in  Monterey  Park  and 
send  all  the  children  to  live  there  to- 
gether, with  mothers  rotating  to  and 
from  Taiwan  every  two  months  to 
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Condos  under  construction 

Hills  reminiscent  of  Hong  Kong. 

look  after  the  commune. 

Hundreds  of  millions  of  dollars, 
fleeing  political  uncertainty  in  Asia, 
have  flowed  into  Monterey  Park  real 
estate,  driving  up  the  cost  of  prime 
commercial  space  fifteenfold  and 
houses  three  to  four  times  over  the 
past  decade.  A  typical  house  sells  for 
$140,000  to  $150,000.  That  is  the 
stuff  of  which  fortunes  are  made. 

Frederic  Hsieh,  a  baby-faced  devout 
Christian,  made  one.  He  had  a  vision 
a  decade  ago.  "I  stood  up  at  a  chamber 
of  commerce  meeting  and  said, 
'Whether  you  know  it  or  not,  Monte- 
rey Park  is  going  to  be  the  mecca  of 
Chinese  businesses  in  southern  Cali- 
fornia.' I  saw  it  coming."  The  hills 
reminded  him  of  his  native  Hong 
Kong,  and  Los  Angeles'  cramped  and 
touristy  downtown  Chinatown 
wouldn't  do  for  the  new,  affluent  im- 
migrants. He  snapped  up  empty  lots 
on  Atlantic  Boulevard  and  Garvey 
Avenue  for  about  $5  a  square  foot  and 
promoted  the  city  in  Hong  Kong  as 
the  "Chinese  Beverly  Hills."  The  land 
is  now  worth  $65  a  foot,  and  Hsieh 
talks  of  building  a  hotel  chain  in 
mainland  China. 

Fortunes  have  been  made  in  the 
food  business,  too.  The  importance  of 
food  in  Chinese  culture  cannot  be 
overstated,  and  there  are  43  restau- 
rants in  Monterey  Park  (see  box,  p.  70). 
And  Wu  Jin  Shen,  a  tall,  handsome 
Taiwan  immigrant,  opened  Diho 
Market  here  in  1978  and  prospered 
because  he  gave  the  immigrants  a 
place  to  buy  their  pidan  (preserved 
eggs)  and  Chang  Sbou  Van  (Long  Life 
cigarettes),  Taiwan's  leading  brand. 

These  immigrants  are  winners:  Un- 
employment in  Monterey  Park  was 
5.9%  last  year,  against  7.8%  for  the 
state.  The  1980  census  put  the  mean 
family  income  of  Monterey  Park's 
Asian  population  at  $30,119,  vs. 
$24,765  for  whites.  Some  22%  of  the 
Asian  adults  own  a  college  degree. 

But  the  Chinese  also  brought  their 
own  types  of  old-country  criminals, 
successors  to  the  ancient  tongs,  spe- 
cializing  in    the   protection    racket. 


Chinese-style  lobby  of  Cathay  Bank,  one  of  38  banks  in  Monterey!  Park 
An  immigrant  comes  with  $50,000. 


Wesley  Ru,  auto  parts  maker  and  importer 

First  stop,  the  Mercedes  dealer;  second  stop,  the  real  estate  broker. 


And,  as  might  be  expected,  there  are 
some  tensions.  The  schools  are  over- 
crowded, traffic  is  snarled,  and  some 
Americans  complain  that  they  feel 
like  foreigners  in  their  own  country. 

Monterey  Park  showed  its  feeling 
with  a  law  in  1982  that  limits  new 
residential  construction  to  100  units  a 
year.  Antigrowth  advocates  also 
thwarted  developers'  attempts  to  wid- 
en the  main  avenues  and  to  build  high 
rises  and  more  condominiums.  Prime 
commercial  space,  as  expensive  as  in 
downtown  Los  Angeles,  is  still  appre- 
ciating in  value.  Instead  of  building 
up,  commercial  property  owners  slice 
lots  into  tiny  parcels  and  lease  them. 


An  old  Alpha  Beta  supermarket  on 
Atlantic,  for  instance,  has  been  divid- 
ed into  shops,  restaurants  and  offices. 

But  house  prices  are  so  high  that  the 
community  is  spilling  north  to  Al- 
hambra,  east  to  South  San  Gabriel  and 
south  to  Montebello,  and  Chinese  res- 
taurants and  bar;,  bookstores  and 
movie  theaters  ai  e  sprouting  there. 

Meanwhile,  I  here's  still  work  to  be 
done  for  the  aggressive  Chinese. 
"From  where  I  came  from,  Monterey 
Park  is  st;  way  underdeveloped,"  in- 
sists the  combative  Hong  Kong-bred 
developer  Gregory  Tse.  "We  don't 
have  high  rises  here.  Look  at 
Westwood!  Look  at  Century  City!"  ■ 
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Marketing 


Edited  by  Stephen  Kindel 


The  newest  marketing  wrinkle  in  pizza 
parlors  has  nothing  to  do  with  extra  cheese 
but  does  have  a  lot  to  do  with  ego. 

You  oughta  be 
in  pictures 


By  Roger  Neal 


After  the  game,  teams  in  Santa 
Monica's  adult  Softball  league 
i  head  to  the  local  Shakey's  piz- 
za parlor.  A  dozen  watering  holes  near 
the  playing  fields  offer  food,  drink  and 
a  place  to  relive  the  game,  but  at  their 
local  Shakey's  the  players  can  catch 
an  instant  replay  of  themselves  on 
videotape,  just  like  in  the  big  leagues. 
Thus  has  the  culture  of  narcissism 
come  to  the  $9.8  billion  pizza  busi- 
ness. Videotaping  local  events  like 


softball  games,  kids'  soccer  games  and 
even  community  fashion  shows  is  the 
newest  wrinkle  for  pizza  chains, 
which  over  the  years  have  resorted  to 
such  gimmicks  as  big-screen  TVs, 
videogame  machines,  large  pipe  or- 
gans and  singing  robots  to  bring  the 
customers  through  the  doors. 

According  to  Dave  Heiss,  western 
marketing  manager  at  Shakey's,  some 
25  of  the  company's  180  western 
franchisees  have  invested  in  videotap- 
ing of  events,  with  "more  franchise 
holders  jumping  off  the  fence." 


Aguilera-Hellweg 


Harold  \  n  Sunnymead,  Calif . 

Make  the  kids  look.  good,  or  the  parents  will  nix  the  pizza. 


How  big  an  investment?  Mary  Sun- 
derlage  spent  close  to  $4,000  for  cam- 
eras and  editing  machines  to  launch  a 
video  program.  She  considered  it  nec- 
essary to  overcome  a  poor  location. 
Her  Shakey's  franchise  is  hidden  in  an 
industrial  complex  3  Vi  miles  from  the 
nearest  residential  area  in  San  Diego, 
where  brisk  business  during  the  lunch 
hour  faded  to  a  trickle  at  night.  The 
cost  of  the  equipment  was  high,  but 
Sunderlage  kept  her  total  costs  in  line 
by  hiring  six  telecommunications 
students  from  the  University  of  San 
Diego  as  her  videotape  crew.  Eager  for 
experience,  they  work  for  $5  an  hour. 
In  addition,  the  students  were  put  in 
charge  of  promoting  the  service  to 
schools  and  coaches,  so  Sunderlage 
deducts  their  wages  from  her  taxes  as 
an  advertising  expense.  Did  it  work? 
Videos  gave  residents  in  the  commu- 
nity a  reason  to  drive  the  3  Vi  miles, 
and  the  dinner  business  doubled. 
Now  Sunderlage  wants  to  pay  a  sub- 
contractor to  do  the  videos  so  she  can 
concentrate  again  on  pizza  making. 

Harold  Veum,  a  Shakey's  franchise 
owner  in  fast-growing  Sunnymead, 
Calif.,  attributes  30%  of  his  business 
to  videotaping  everything  from  bas- 
ketball games  at  a  nearby  Army  base 
to  weddings.  Veum  calculates  that  an 
average  videotape  party  brings  in  $200 
in  sales  and  costs  less  than  $50  to 
produce  (after  initial  equipment 
costs).  Veum's  crew  will  also  edit 
tapes,  adding  special  effects  such  as 
slow  motion  and  music — the  themes 
from  Chariots  of  Fire  and  Rock)1  are  pop- 
ular. Veum,  who  started  as  a  dish- 
washer with  Shakey's  in  1969,  sells 
duplicate  copies  of  edited  tapes  for  a 
break-even  $20.  But  watch  quality 
control,  advises  Veum:  "If  you  do  a 
bad  job  of  photographing  little  John- 
ny, your  pizza's  no  good  as  far  as  the 
parent  is  concerned." 

Los  Angeles-based  Jackmar  Co. 
owns  15  Shakey's  and  is  using  video 
in  8,  including  the  Shakey's  in  Santa 
Monica.  Randy  Hill,  vice  president  of 
operations,  doesn't  see  huge  revenue 
gains  from  local  video:  "It's  worth- 
while only  as  a  long-term  investment 
in  your  community,"  he  says.  But  he 
confesses  that  he  would  have  to  spend 
$1,000  to  get  similar  results  from  an- 
other form  of  advertising,  such  as  a 
four-color  coupon  ad  in  the  Los  Angeles 
Times.  Jackmar  Co.  is  planning  to  buy 
equipment  for  four  more  stores. 

Will  video  have  the  short  life  of 
other  pizza  parlor  gimmicks?  Perhaps. 
"Maybe  when  every  household  has 
video  equipment,"  says  Hill,  "the  fun 
of  watching  yourself  on  a  big  screen 
with  your  buddies  will  wear  off." 
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LOOK  WHO'S 

FLYING  THE  NEWEST, 

STATE-OF-THE-ART 

AIRCRAFT 


USAir  was  the  first  airline 
to  welcome  the  Boeing  737-300  into 
its  fleet.  It's  the  latest  achievement 
in  the  science  of  aviation.  And  its 
advantages  are  worth  considering. 

This  twin-jet  is  amazingly 
fuel-efficient.  Its  quiet  engines 
make  it  a  very  good  neighbor.  For 
smoother  flights,  it  possesses  a 
new-technology  navigation  system. 
For  extra  big  garment  bags,  there 
are  extra  big  overhead  compartments. 

To  make  this  state-of-the- 
art  aircraft  perform  at  its  optimum, 
we  back  it  up  with  more  than  12,000 
enthusiastic  and  dedicated 
employees.  Each  one  is  committed 
to  making  every  USAir  flight  as 
comfortable  and  efficient  as  our 
newest  aircraft. 

Professionalism.  Enthusi- 
asm. And  the  newest  plane  in  the 
sky.  It's  a  winning  combination. 
And  you'll  see  why  when  you  look 
at  us  now. 


H 


«>  1985  Toyota  Motor  Sales,  USA.  Inc. 

Pack  it  full.  Fuller.  Pile  it  high.  Higher. 
Whether  it's  a  Cargo  Van,  a  Standard  Bed 
Truck,  or  a  One-Ton  Truck  you  need  to  get  your 
work  done  best,  chances  are  you'll  find  Toyota 
has  the  best  selection  for  the  job. 
MORE  CAPACITY.  The  1985  Toyota  Cargo  Van 

gives  you  the  most 
cargo  capacity  of 
any  small  van. 
No  discussion. 
The  doors 
open  wide  for  easy 
loading  and  unloading  of 
over  155  cubic  feet.  So  you  can  carry  more  pack- 
ages, pipes,  plants  or  parts  without  going  back  to 


the  store  for  more. 

With  the  highest  miles  per  gallon,  25  Highway 
MPG,@City  MPG  *  and  the  best  service  interval 
of  any  van  in  its  class,  you  get  even  more  on-the- 
road,  on-the-job  time,  too.  When  it  comes  to 
exclusive  features,  it  never  quits  either. 

Consider:  This  is  also  the  only  van  with 
platinum-tipped  spark  plugs  designed  to  go  60,000 
stop&go,  grueling  miles — without  changing. 
And  its  2.0  liter  engine  with  Electronic  Fuel 
Injection,  like  every  Toyota  engine,  is  built 
with  dedication  to  avoid  repairs  like  the  plague. 
MORE  VALUE.  For  the    *-*_  —  -     ## 
money,  $5,998,**  Toyota's 
1985  Standard  Bed  Truck 
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THE  mORE  YOU  GET  II1T0  YOUR  Mil  OR  TRUCK 
THEmOREYOUGETOUTOFYOURRUSinESS.    j 
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gives  you  more  than  just  a  1,400  ib.  payload,* 
rugged  full-box  frame  construction,  space  in  the 
cab  for  three  without  skimping  on  head  or  leg  room, 
31  Highway  MPG,@City  MPG*  and  a  powerful  2.4  ' 
liter  engine  that  works  overtime  without 
complaints. 

Like  all  Toyota  Trucks,  Toyotas  Standard  Bed 
also  gives  you  more  confidence.  Ask  around. 
Toyota  owners  reported  the  lowest  incidence  of 
repairs  for  any  small  truck— imported  or  domestic** 

That's  one  big  reason  why  more  than  95%  of 
all  Toyota  Trucks  ever  sold  are  still  on  the  road,f 
still  working  and  still  carrying  spectacular  resale 
i/alue. 

Maybe  that's  why  nobody  sells  more  small 
trucks  than  Toyota.  Nobody. 
MORE  PAYLOAD.  If  you 
need  the  highest  payload  of 
any  small  truck,  you  need  the 
1985  Toyota  One-Ton  Truck. 

This  heavyweight  has  double-wall  construction, 
leavy-duty  rear  suspension  and  8-ply,  steel-belted 
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OH  WHAT  A  FEELING 


radial  tires  to  keep  doing  business  even  when 
you're  hauling  2,500  lbs*** 

Want  more?  Toyota's  One-Ton  can  tow  up  to 
5,000  lbs***  with  its  optional  towing  package. 
MORE  INFORMATION.  Find  out  how  the  wide 
selection  of  Toyota  Trucks  and  Vans  can  help  you 
get  more  out  of  your  business  by  calling  the 
National  Fleet  Department,  Toyota  Motor  Sales 
USA,  Inc.  at  (213)  618-4592 
In  Canada  call  (416)  438-6320. 

*  With  Standard  Transmission.  Remember:  Compare  this  estimate  to  the  "EPA  Estimated  MPG"  of 
other  vans  or  trucks.  You  may  get  different  mileage,  depending  on  how  fast  you  drive  weather 
conditions  and  trip  length. 

"Manufacturer's  suggested  retail  price.  Dealer's  actual  retail  price  may  vary  Price  does  not  include 
tax^,  license,  transportation,  optional  or  regionally  required  equipment. 

Including  occupants,  equipment  and  cargo  On  One-Ton,  max  CGVWR  not  to  exceed  8  500  lbs  for 
vehicle  and  trailer  combined 
****  1984  JO.  Power  Compact  Pickup  Truck  Survey 
*R.L  Polk  registrations. 
*■  Calendar  year  1984,  Ward's  Automotive  Reports. 

*1  SELLING  SMALLTRUCK  IN  AMERICA." 
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ACTIVE  TREASURIES 


Issue  riatg 
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5612  85:18P  Kessler    sees  FOMC  holding  to  a  relatively  accommodative  »ode 
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AT&T 


ONCE  KNIGHT-RIDDER  CHOSE  AT&T 
THE  FINANCIAL  PICTURE 
LOOKED  BRIGHTER. 


In  the  demanding  world  of  financial  markets, 
everything  depends  on  getting  the  right 
information.  Fast. 

For  over  30  years,  America's  leading 
futures  dealers  have  relied  on  Knight- 
Ridder's  Commodity  News  Services.  Now, 
Knight-Ridder  is  introducing  a  new  service 
and  they're  relying  on  AT&T. 

Only  AT&T  could  provide  the  complete 
system  Knight-Ridder  needed  for  Money- 
Center,  one  of  the  most  comprehensive  finan- 
cial market  information  systems  ever 
developed.  The  system  features  personal 
computers,  printers,  local  area  networks,  and 
custom-tailored  modems.  All  supported  by 
an  unparalleled  national  service  organization. 


For  traders,  just  a  few  seconds  can  mean 
millions  of  dollars  in  either  profit  or  loss. 
Knight-Ridder  chose  the  AT&T  PC  6300 
because  of  its  incredible  speed.  And  also 
because  its  high  resolution  screen  is  easy  on 
the  eyes. 

As  Knight-Ridder's  services  expand,  their 
AT&T  system  can  too.  Our  unique  open  archi- 
tecture assures  that  any  AT&T  system  is 
flexible  enough  to  meet  changing  needs  and 
permits  our  products  to  work  with  other 
vendors'  products  as  well. 

To  find  out  why  an  AT&T  system  is  the 
right  choice  for  your  business,  call  AT&T 
Information  Systems  at  1-800-247-1212, 
Ext.  535. 


AT&T 

The  right  choice 


Meet  the  genius  who  gave  you  the  lighting 
at  Rockefeller  Center,  My  Fair  Lady  and  the 
corset  department  ofGimbels. 

Seeing  the  light, 

courtesy  of 

Abe  Feder 


By  Martin  Mayer 


Lighting  designer  Abe  Feder 

Ten  different  new  light  bulbs,  but  nobody  sends  him  flowers. 


T\  he  New  York  skyline  at  night 
is  now  dominated  by  a  building 
that  had  been  there  for  more 
than  50  years  without  calling  much 
attention  to  itself:  the  70-story  RCA 
Building  at  the  heart  of  Rockefeller 
Center.  A  great  monument  of  sky- 
scraper architecture  with  its  intricate- 
ly patterned  setbacks  and  strong  verti- 
cal lines,  the  RCA  Building  has  grown 
gray  and  almost  mousy  with  time, 
surrounded  as  it  is  by  the  giant  fea- 
tureless boxes  of  a  later  era.  Now,  all 
the  way  to  the  top  of  the  building,  the 
walls  at  night  are  washed  to  a  brilliant 
bridal  white  by  50  million  lumens 
from  342  tightly  focused  lamps  placed 
on  the  roofs  of  9  buildings  (50  million 
lumens  is  roughly  the  light  output  of 
42,000  75-watt  bulbs).  The  ultimate 
magic  of  the  new  lighting  is  that  it 
casts  no  shadows,  for  wherever  a  set- 
back blocks  a  beam  another  lamp 
bores  in,  keeping  every  edge  sharp  and 
clean  and  every  surface  brilliant. 

This  re-created  jewel  in  New  York's 
crown  was  made  possible  by  a 
stumpy,  almost  bald,  gravel-voiced, 
cigar-smoking  artist/engineer  named 
Abe  H.  Feder.  He  has  passed  his  75th 
birthday  without  the  slightest  loss  in 
his  enthusiasm  for  light,  his  ingenu- 
ity in  plotting  its  use  or  his  belief  that 
the  world  ain't  seen  nothin'  yet. 
"Made  possible"  is  the  term,  too:  In 
essence,  Feder  told  Rockefeller 
Center  management  what  it  wanted, 
then  invented  a  system  that  would 
achieve  results.  "We  talked  to  him," 
says  Rockefeller  Center  Management 
Corp.  President  George  Lillie,  "and 
gave  him  some  parameters  in  money 
as  a  target,  and  he  took  it  from  there." 
When  Feder  plotted  his  design, 
lamps  to  throw  that  much  light  that 
far  that  precisely  had  never  been 
made.  Feder  called  General  Electric, 
told  it  how  much  light  each  lamp  had 
to  put  out,  how  large  and  heavy  it 
could  be  and  still  fit  on  the  steel 
frames  he  planned  to  build  on  the 
rooftops,  which  chemicals  he  wanted 
in  the  vapor  and  the  thickness  of  the 
glass  that  would  be  required.  The  GE 
lamp  division  has  been  through  this 
process  before  with  Feder  ("I  have 
been  responsible,"  Feder  says,  "for  ten 
different  new  types  of  light  bulbs,  but 
nobody  sends  me  flowers  for  my 
birthday").  After  a  few  months  of  re- 
search, they  called  Feder  to  tell  him 
they  could  make  his  bulb,  and  he 
placed  his  order.  "I  learned  a  long 
time  ago,"  Feder  says  cheerfully, 
"that  the  whole  world  breaks  into  two 
kinds  of  people:  buyers  and  sellers.  I 
get  on  well  with  the  big  companies 
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Part.of  Feder-designed  lighting  installation  for  the  RCA  Building 

"We  gave  him  some  parameters  in  money  as  a  target,  and  he  took  it  from  there. 


because  I've  always  been  a  buyer." 

Feder,  who  dropped  out  of  Carnegie 
Tech  in  1928  to  earn  his  living  light- 
ing shows  in  theaters,  has  been  mak- 
ing great  splashes  of  light  in  the  world 
since  1937,  when  he  invented  and  ex- 
ecuted the  "black  magic"  techniques 
that  permitted  Orson  Welles  to  set 
Marlowe's  Dr.  Faustus  in  the  void  of 
outer  space,  with  characters  appear- 
ing and  disappearing  rather  than  en- 
tering and  exiting.  Among  the  aston- 
ished admirers  of  this  performance 
was  Eleanor  LeMaire,  an  interior  de- 
signer— "an  Irishwoman  with  red 
hair,"  Feder  recalls  affectionately, 
"with  the  biggest  goo-goo  eyes  you 
ever  saw" — who  was  redesigning  sell- 
ing floors  for  the  Federated  Depart- 
ment Stores  chain,  starting  with  Bur- 
dine's  in  Miami.  Soon  Feder  started 
flying  around  the  country  to  create 
lighting  environments  that  would 
make  people  want  to  buy.  The  list  of 
stores  for  which  he  has  created  light- 
ing runs  from  Bergdorf-Goodman, 
Saks  Fifth  Avenue  and  Neiman-Mar- 
cus  to  Ohrbach's,  Gimbels  (the  corset 
department)  and  Wickes  Furniture. 

In  the  Air  Force  during  World  War 
II,  Feder  traveled  to  dozens  of  cities 
with  the  morale-boosting  musical 
show  Winged  Victory,  lighting  it  for 


theaters  all  over  the  country.  In  Cin- 
cinnati he  met  a  developer  who  knew 
that  when  the  war  ended  he  was  going 
to  build  the  mixed-use  department- 
store-cum-hotel  called  the  Terrace 
Plaza,  and  that  this  peculiar  amalgam 
would  need  all  the  help  it  could  get. 
As  a  special  consultant  to  the  archi- 
tectural firm  Skidmore,  Owings  & 
Merrill,  Feder  in  1948  did  the  internal 
and  external  lighting  of  both  parts  of 
this  instant  landmark,  which  led  to 
assignments  to  light  a  great  range  of 
commercial,  industrial  and  cultural 
projects — Kennedy  Airport  in  New 
York  and  Kennedy  Center  in  Wash- 
ington, the  addition  to  the  Beverly 
Wilshire  in  Beverly  Hills,  the  United 
Nations  complex,  the  El  Paso  Muse- 
um of  Art,  the  Tulsa  Civic  Center,  the 
Gateway  complex  in  Pittsburgh  and 
much  else. 

Along  the  way,  Feder  found  time  to 
light  scores  of  Broadway  shows  (in- 
cluding My  Fair  Lady  and  Camelot),  the 
giant  geodesic  dome  that  Buckmin- 
ster  Fuller  designed  for  the  Union 
Tank  Car  Co  in  Baton  Rouge  and  a 
number  of  restaurants  ("People  who 
run  restaurants  have  to  be  educated  to 
understand  that  you  light  the  custom- 
ers, not  the  food").  He  did  much  spe- 
cial-effects   lighting,    including    the 


sculptures  and  paintings  in  the  lob- 
bies of  New  York's  Pan  Am  Building. 
There  his  help  was  solicited  especial- 
ly by  Walter  Gropius,  chairman  of  the 
Harvard  School  of  Architecture  and 
founder  of  the  Bauhaus  school,  whom 
Feder  always  refers  to  as  "Grope." 

Apart  from  his  own  considerable 
theatricality  (he  has  designed  and  pro- 
duced shows  as  well  as  lighted  them), 
what  sets  Feder  off  from  other  "illu- 
mination consultants"  is  his  exper- 
tise in  the  invention  and  manufacture 
of  bulbs  themselves.  Though  he  had 
taken  some  electrical  engineering 
courses  at  Carnegie  Tech,  he  gives 
credit  for  this  expertise  to  a  Tennes- 
see senator  of  the  1930s  named  Ken- 
neth McKellar,  who  was  a  bitter  an- 
tagonist of  the  Federal  Theatre  Proj- 
ect, where  Feder  was  working. 
McKellar  accused  the  project  of  wast- 
ing government  funds  by  buying  ar- 
chaic and  nonfunctional  lighting 
equipment  all  over  the  country.  Hal- 
lie  Flanagan,  the  project's  director, 
sent  Feder  out  to  see  if  the  charges 
were  true.  They  were.  To  remedy  the 
matter  before  Congress  lowered  the 
boom,  Flanagan  rented  for  Feder  a 
50,000-square-foot  warehouse  in 
Manhattan,  where  local  theater 
groups  sent  their  worthless  lighting 
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equipment  to  be  adapted  and  modern- 
ized. "You  could  hire  great  craftsmen 
in  those  days  for  $21.50  a  week," 
Feder  recalls.  "Scientists,  too.  Every- 
body was  unemployed." 

Among  those  who  heard  about 
Feder's  repair  shop  was  Clarence 
Birdseye,  who  had  just  sold  his  frozen 
food  business  to  General  Foods.  He 
had  the  traditional  American  bee  in 
his  bonnet  about  light  bulb  manufac- 
turers ripping  off  the  consumer  by 
making  bulbs  that  burned  out  much 
faster  than  necessary.  Birdseye  had 
built  a  lab  in  Gloucester,  Mass.  and 
invited  Feder  to  visit  and  comment  on 
a  reflector  bulb  his  scientists  had  in- 
vented— the  first  time  a  bulb  had  been 
made  with  a  silvered  interior.  (Up  to 
then,  lighting  for  the  stage  had  been 
done  by  building  a  reflector 
around  the  bulb,  to  concentrate 
the  light.)  Feder  advised  Birds- 
eye's  researchers  on  how  to  make 
the  light  stronger,  then  helped 
the  frozen  food  magnate  fend  off 
GE  and  Westinghouse  experts 
who,  by  saying  the  bulb  would 
explode,  tried  to  prevent  its  man- 
ufacture. Eventually  GE  itself  be- 
gan to  make  such  bulbs,  substi- 
tuting aluminum  for  silver  be- 
cause it  was  cheaper.  Aluminum, 
however,  made  the  light  gray,  and 
Feder  advised  on  techniques  to 
whiten  it  again. 

In  his  studio  on  the  top  floor  of 
a  modest  office  building  near 
New  York's  garment  district, 
Feder  keeps  a  giant  collection  of 
bulbs  of  all  sizes  and  shapes  on  a  Ugh 
table  beside  his  drafting  board.     An 

Each  has  a  number  that  is  a  name     

to  him,  expressive  of  a  kind  of 
character,  and  each  has  a  history  he 
delights  in  telling,  with  appropriate 
digressions.  He  pulls  a  miniature  off 
the  table:  "Have  you  ever  seen  this?" 
No.  "Sure  you  have,"  he  says.  "It's  the 
bulb  that's  been  in  every  slide  projec- 
tor since  the  1960s,  it  used  to  hold  up 
for  20,  maybe  100  hours.  I  said,  'Why 
not  run  it  at  12  volts  instead  of  120?' 
Now  it  lasts  2,000  hours." 

Each  bulb  has  its  uses.  Many  Feder 
projects  mix  the  usual  incandescent 
bulbs  and  fluorescent,  and  (for  outside 
use)  multivapor  and  high-pressure  so- 
dium. The  problem  with  the  incan- 
descent is,  of  course,  heat:  Of  the  elec- 
trical energy  expended  in  the  bulb, 
90%  goes  for  heat  rather  than  light. 
As  long  ago  as  the  1960s,  Feder  told 
the  Johnson  Administration  that  the 
government  should  start  "retrofit- 
ting" its  buildings  to  use  incandes- 
cent sockets  for  fluorescent  or  vapor 
lamps,  to  save  money  on  light  itself 
and  on  air-conditioning.  He  can  bare- 


ly express  his  contempt  for  the  man- 
agement systems  that  lead  the  insur- 
ance companies  to  keep  replacing 
bulbs  in  the  many  large  buildings  they 
control.  "If  you  replace  a  bulb,"  he 
explains,  "that's  maintenance.  If  you 
retrofit  with  new  fixtures,  you  need  a 
capital  appropriation.  The  Adminis- 
tration doesn't  want  to  go  for  a  vote  of 
Congress,  and  the  real  estate  manag- 
ers for  the  insurance  companies  don't 
want  to  go  to  the  board. 

"The  bulb  of  the  future,  it's  coming 
soon — Philips  is  beginning  to  make 
it — is  the  indoor  multivapor  bulb 
with  a  wire  filament  to  start  it,  a 
humanized  light  that  will  last  a  long 
time.  But  the  government  and  the  in- 
surance companies  won't  be  ready  to 
use  it."  Still,  Feder  has  a  weakness  for 


ititig  by  Feder  at  the  U.N.  Assembly 
awareness  of  frames  and  of  people. 

the  old-fashioned  incandescent  be- 
cause, uniquely,  "it  sparkles.  Those 
movie  moguls  knew  what  they  were 
doing  when  they  surrounded  the  mar- 
quees with  bulbs." 

The  biggest  job  on  Feder's  current 
schedule  is  Venetia,  an  enormous 
boutiques-cum-hotel,  suites-cum- 
apartments  building  in  the  Omni 
complex  just  north  of  downtown  Mi- 
ami— 42  floors  of  57,000  square  feet 
each.  Feder  is  a  great  admirer  of  Tibor 
Hollo,  the  developer.  But  he  is  not  a 
great  admirer  of  some  aspects  of  the 
design  for  Venetia.  The  810  apart- 
ments are  to  be  entered  through  one 
of  a  pair  of  very  high  (32-story),  but 
rather  narrow,  atriums  that  rise  from 
a  reflecting  pool,  lined  with  palm 
trees,  at  the  bottom  to  a  domed  sky- 
light up  top.  "Mail  chutes,"  Feder  said 
scornfully  when  he  looked  at  the  de- 
sign. He  went  to  Atlanta  to  consult 
with  the  architects  and  reports  that  he 
told  them  people  coming  out  of  the 
elevators  into  the  walkways  around 


those  atriums  would  feel  as  if  they 
were  in  cell  blocks.  "I  said,  'Where's 
the  magic?  Where's  the  excitement? 
Big  business  spends  billions  to  create 
magic  to  sell  toilet  paper.  You've  got 
to  find  a  way  to  take  32  consecutive 
floors  and  make  them  grow  magically 
to  the  skylight.'  " 

Feder's  solution,  which  can't  be 
judged  until  Venetia  opens  in  the  fall, 
is  a  giant  proliferation  of  tiny  clear 
bulbs  on  a  string,  each  1.8  watts  in 
power,  940  of  them  encircling  the  slab 
of  the  walkway  on  every  floor  of  the 
atrium.  Because  they  run  on  a 
stepped-down  12-volt  circuit,  and  be- 
cause, Feder  says,  "there's  iodine  in 
the  bulb,  to  chase  the  tungsten  back 
into  the  filament,"  he  estimates  that 
each  bulb  should  be  good  for  15,000 
hours.  This  means  they  would 
have  to  be  changed  only  once  ev- 
ery two  years,  even  though  they 
burn  incessantly. 

The  atriums  will  sparkle.  Dur- 
ing the  day  the  light  from  the  tiny 
bulbs  will  be  supplemented  by 
light  from  the  skylight  and  from  a 
single  row  of  windows  indented 
into  the  south  side  of  the  build- 
ing. At  night  the  domes  will  be 
penetrated  by  giant  floodlights, 
32  of  them  all  together  at  465 
watts  each,  creating  the  brightest 
light  on  the  Miami  skyline.  "It's 
going  to  make  Rockefeller  Center 
look  like  a  dark  alley,"  says  Bruce 
Anderson,  the  construction  su- 
pervisor at  Venetia,  a  retired 
Army  colonel  with  a  gray  goatee 
whom  Feder  has  made  into  a 
lighting  fanatic.  "You'll  see  it 
_  from  Bimini" — the  nearest  island 
in  the  Bahamas,  some  50  miles  away. 
"There  are  246,000  lights  on  this  job," 
he  adds,  "nearly  all  of  them  custom- 
made.  You're  talking  about  an  elec- 
tricity bill  of  $1  million  a  year." 

Feder  feels  in  his  heart  that  lighting 
is  too  important  a  design  material — 
"the  only  one  that  can  fill  space  with- 
out blocking  it" — to  be  the  victim  of 
budgetary  cheeseparing:  As  he  puts  it, 
you  save  money  on  lighting  only 
when  you  can  get  the  same  results  for 
less.  And  he  keeps  coming  back  to  the 
theater  as  the  source  of  inspiration. 
"It  taught  me  the  awareness  of  frames 
and  of  people  in  the  frames,"  he  says. 
"You  learn  about  where  people  look 
from  and  what  they  look  at  not  in  a 
classroom  but  in  the  theater.  And  you 
learn  a  philosophy  of  history,  because 
there's  something  ephemeral  about 
the  theater.  You  write,  and  you  put  it 
on  paper.  You  paint,  you  put  it  on  the 
wall.  But  you  put  it  on  stage,  when 
that  curtain  goes  up,  it's  a  puff  of 
smoke.  It's  a  hit .  .  .  but  it's  gone."  ■ 
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The  Up  &  Comers 


Centocor  combs  university  labs  for  tech- 
nology instead  of  developing  its  own.  Its 
risky,  but  so  far  it's  working. 

Searching  for 
serendipity 


By  Robert  Teitelman 


alvern,  Pa. -based  Centocor 
is  an  odd  strain  of  biotech- 
nology company — it  actual- 
ly has  some  products  in  the  market. 
Its  major  products  right  now  are  test 
kits  used  to  diagnose  cancer.  Last  year 


product  sales  accounted  for  $3.2  mil- 
lion, 25%  of  total  revenues  of  $12.8 
million.  The  rest  came  from  research 
contracts  ($7.6  million)  and  interest 
income  ($2  million).  Also,  unlike  oth- 
er biotech  outfits,  Centocor  is  in  the 
black.  It  earned  its  very  first  profit  last 
year — $703,000,  or  10  cents  a  share — 


thanks  to  that  interest  earned  on  the 
mite  of  cash  the  company  has  been 
sitting  on  (it  still  has  $18  million  of 
the  $21  million  it  raised  in  a  public 
offering  in  December  1982).  At  $12  a 
share,  Centocor  stock  is  trading  at 
about  120  times  earnings,  but  at  least 
the  multiple  is  finite. 

Probably  the  most  striking  differ- 
ence between  Centocor  and,  say,  Gen- 
entech  is  that  Centocor  doesn't  try  to 
support  original  in-house  research 
with  its  limited  cash.  Instead,  its 
founder  and  chairman,  Michael  Wall, 
stalks  promising  projects  and  poten- 
tial bargains  at  universities  and  pri- 
vate research  institutes.  His  25  Ph.D.s 
take  it  from  there,  doing  the  develop- 
ment work  in  Malvern.  "I  really  be- 
lieve in  serendipity,"  says  Wall. 
"Without  it  we'd  be  cooked." 

Wall,  56,  a  contrarian-minded  man, 
doesn't  spend  his  time  buttonholing 
Nobel  laureates  on  his  campus  visits. 
"You  can  have  a  garage  full  of  Ph.D.s 
working  on  a  project,"  he  explains, 
"and  nine  times  out  of  ten  some  guy 
across  the  street  is  going  to  come  up 


Centocor's  Michael  Wall  with  a  test  kit  for  cancer  diagnosis 

"Nine  times  out  often  some  guy  across  the  street  is  going  to  come  up  with  the  discovery. 
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with  the  discovery  that  beats  them 
all."  Instead,  he  scouts  the  minor 
leaguers.  Letting  universities,  govern- 
ment and  private  labs  fund  pure  re- 
search, Centocor  hopes  to  skim  any 
cream  that  surfaces.  Last  year  the 
company  spent  just  $2.2  million  or  so 
supporting  some  20  research  projects. 
That  money  goes  only  for  technology 
Wall  sees  a  market  for.  "We  won't 
give  money  to  anyone  if  they  don't 
have  an  antibody  or  a  genetic  clone 
we  can  use  in  a  product,"  he  says. 

That  strategy  has  allowed  Centocor 
to  reduce  the  time  it  usually  takes  to 
move  products  from  laboratory  to 
marketplace.  In  1981,  for  example, 
Wall  knew  that  researchers  at  Dana- 
Farber  Cancer  Institute  in  Boston  had 
isolated  antibodies  that  recognized 
ovarian  cancer  cells.  Only  then  did 
Centocor  fund  the  researchers.  Two 
years  later  it  employed  the  antibody 
in  a  test  kit  used  to  recognize  cancer 
cells.  Today,  even  though  the  Food  & 
Drug  Administration  hasn't  yet  ap- 
proved it  for  clinical  use  in  the  U.S., 
the  test  represents  33%  of  sales — 
largely  to  overseas  markets,  which  ac- 
count for  about  80%  of  Centocor's 
total  product  sales. 

If  Wall  seems  unconventional,  it's 
because  his  background  is  in  busi- 
ness, not  biotech.  A  graduate  of  Mas- 
sachusetts Institute  of  Technology 
with  a  degree  in  electrical  engineer- 
ing, Wall  started  out  at  several  elec- 
tronics startups  in  the  1950s.  Switch- 
ing to  biology  in  the  mid-1960s,  he  set 
up  Flow  Laboratories,  which  he  and 
his  partners  sold  in  1969  to  General 
Research  Corp.,  a  McLean,  Va.  bio- 
medical company,  for  over  $3  million. 
In  1979  Wall  left  the  resulting  com- 
pany, Flow  General,  to  start  Cento- 
cor. His  idea  was  to  use  biotechnology 
to  develop  diagnostic  tests. 

Centocor  promised  to  be  an  expen- 
sive proposition,  and  Wall  had  limited 
funds.  First  of  all,  the  market  was 
dominated  by  major  diagnostics  com- 
panies, Abbott  Laboratories  and 
Warner-Lambert  among  them,  which 
produced  tests  to  run  on  their  own 
analyzers.  These  they  sold  to  clinical 
labs,  blood  banks  and  hospitals. 

But  Wall  saw  opportunity  in  that 
arrangement.  Because  the  tests  pro- 
duced by  the  big  diagnostic  compa- 
nies ran  only  on  their  brands  of  ana- 
lyzers, the  systems  were  incompati- 
ble with  one  another.  Wall  saw  no 
sense  trying  to  make  his  own  analyz- 
er. Better,  he  thought,  to  produce  tests 
no  one  else  had  developed.  He  kept 
marketing  costs  down  by  selling  the 
tests  to  distributors — usually  compa- 
nies selling  analyzers. 

Abbott,    for    example,    picked    up 


Centocor's  tests  for  gastrointestinal 
and  ovarian  cancer  in  order  to  fill  out 
the  array  of  tests  on  its  Quantum  ana- 
lyzer. Over  the  next  year  Centocor 
plans  to  offer  tests  for  breast,  liver  and 
lung  cancer.  "Companies  like  Abbott 
treat  us  well  now,  because  they  know 
we  might  have  something  they  need 
in  the  future,"  says  Wall. 

The  game  Centocor  is  playing  is  not 
without  risks.  Other  companies  could 
start  poaching  on  his  research  pre- 
serves in  universities  and  institutes. 
More  important,  as  hospitals  cut 
costs  and  a  strong  dollar  eats  into 
overseas  sales,  the  diagnostics  busi- 


ness has  begun  to  consolidate  after 
years  of  furious  growth.  Many  predict 
a  shakeout  as  the  400  or  so  diagnos- 
tics companies  now  in  business  in  the 
U.S.  get  squeezed  by  big  players  like 
Abbott.  Centocor  has  already  felt  the 
pressure:  Its  hepatitis  B  test  sold  to 
Warner-Lambert  a  year  ago  fared  poor- 
ly against  entrenched  Abbott. 

Wall  knows  well  the  risks.  The  life 
cycle  of  a  diagnostic  can  be  brutally 
short.  A  few  dry  years  and  the  game 
could  be  over.  "The  only  way  we'll 
make  it  is  if  we  keep  banging  out 
home-run  products,"  he  says.  And 
praying  for  serendipity. 


The  Up  &  Comers 


Stars 


There  s  nothing  flashy  about  Software  Publishing  Corp. 
except  its  results.  In  an  industry  that  thinks  short  term, 
this  company  takes  the  long  view. 

After  the  gold  rush 


If  you  use  a  personal  computer,  you 
have  surely  heard  about  Lotus  De- 
velopment, Ashton-Tate  and  Micro- 
soft, the  stars  of  the  software  busi- 
ness. But  how  about  an  outfit  called 
Software  Publishing  Corp.?  Almost 
nobody  sells  more  programs  than  this 
little  (1984  sales,  $23.5  million)  com- 
pany with  headquarters  in  Mountain 
View,  Calif. 

As  1985  began,  Software  Publishing 
had  sold  some  900,000  copies  of  its 
pfs:  series  of  programs  for  Apple,  IBM 
and  other  microcomputers.  That's 
about  200,000  more  than  bestseller  1- 
2-3  from  Lotus,  according  to  industry 
analysts  at  Future  Computing.  More- 
over, of  the  7  programs  in  the  pfs: 
series,  5  are  among  the  30  top-selling 
business  programs.  Harvard  Business 
School  has  used  the  company  as  a  case 
study,  but  almost  no  one  else  seems 
to  know  the  name. 

Why  isn't  Software  Publishing  fa- 
mous, too?  Probably  because  it  keeps 
its  nose  to  the  grindstone,  turning  out 
useful,  if  less  than  awesomely  sophis- 
ticated, application  programs  for  busi- 
ness personal  computer  users. 

Some  software  entrepreneurs 
achieve  celebrity.  You  may  have  seen 
Lotus'  Mitchell   Kapor  on  ABC-TV 


chatting  with  Ted  Koppel,  or  Micro- 
soft cofounder  William  Gates  on  the 
cover  of  Time.  Janelle  Bedke,  the  no- 
nonsense  general  manager  and  one  of 
three  cofounders  of  Software  Publish- 
ing, sounds  like  a  schoolmarm.  "This 
is  not  a  hit  business,"  she  lectures. 
"You  don't  depend  on  some  creative 
genius  to  come  up  with  your  next  1-2- 
3.  And  it  isn't  magic.  There  is  a  for- 
mula. If  you  set  strategies  and  oper- 
ation plans  and  execute  them,  you  can 
be  a  successful,  profitable  long-term 
software  company,  as  long  as  you 
have  a  good,  focused  but  broad-based 
strategy." 

Dull  stuff,  perhaps,  but  Software 
Publishing  is  outperforming  the  in- 
dustry by  most  measures.  On  sales  of 
$23.5  million,  the  firm  earned  $3.6 
million  last  fiscal  year  (ended  Sept. 
30,  1984).  That  made  for  a  15%  mar- 
gin and  an  88%  return  on  equity. 

They  can't  keep  up  that  extraordi- 
nary return  on  equity.  The  public  of- 
fering last  November  added  $12  mil- 
lion to  the  equity  base,  and  the  com- 
pany has  no  debt.  But  Software 
Publishing's  cautious  management 
style,  a  reflection  of  the  three 
founders'  backgrounds,  should  be  a 
help.  President  and  CEO  Fred  Gib- 
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BOUT  TO 
MAKE  A 
MAJOR 
MOVE? 

SEE  FOR  YOURSELF 

WITH  A  FREE  GOLD 

PERFORMANCE  CHART. 


1 


Give  us  a  call  at  the  Krugerrand  Infor- 
mation Service,  1-800-356-4653,  and 
we'll  send  you  our  Gold  Performance 
Chart,  which  graphically  illustrates  how 
gold  has  performed  since  1975. 

You'll  see  how  the  price  of  gold  has 
followed  the  inflation  rate— how  it  moves 
independently  of  paper  investments. . . 
and  why  a  10  to  15%  investment  in  gold 
may  be  the  best  inflation-,  recession-, 
depression-insurance  you  could  possi- 
bly put  in  your  portfolio. 

Toll-free,  pressure-free 
gold  information. 

And  when  you  call,  ask  to  speak  to 
one  of  our  Gold  Advisors.  He'll  be  happy 
to  give  you  some  straightforward 
answers  about  when  to  buy,  when  to 
sell,  where  to  find  a  dealer— or  anything 
else  you'd  like  to  know  about  investing 
in  gold.  Without  pressure.  Call  today, 
or  if  you  prefer,  mail  the  coupon. 

1-800-356-4653 
Ext.  611 

In  Wisconsin,  call  1-800-362-4653  Ext.  611. 
STRAIGHTTALK,  NOT  SALES  TALK. 


Krugerrand  Information  Service 

P.O.  Box  645,  Madison,  Wl  53701 

Please  send  me  a  free 
Gold  Performance  Chart 

Name 


Address. 
City 


State- 


Zip- 


Bus.  Phone- 


Home  Phone. 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


Software  Publishing  s  Fred  Gibbons 
At  first,  stiff-arming  underwriters. 


George  Meinmel7 


bons,  Janelle  Bedke  and  John  Page, 
vice  president,  all  are  veterans  of  the 
minicomputer  systems  division  of 
Hewlett-Packard,  which  itself  is  a 
classic  case  study  in  prudent  high- 
tech  management. 

When  they  started  Software  Pub- 
lishing in  1980,  to  provide  software 
for  first-time  business  users  of  person- 
al computers,  Gibbons  was  29,  Bedke 
30  and  Page  35 — old-timers  for  the 
software  business.  Gibbons  put  up  the 
$50,000  it  took  to  launch  the  com- 
pany. Page  designed  the  first  program. 
Both  worked  during  their  spare  time. 
Bedke,  the  first  to  leave  H-P,  wrote 
the  user  manual.  Working  at  home  at 
no  salary,  she  also  handled  packaging 
and  promotion  and  got  authorized  Ap- 
ple dealers  to  distribute  the  program, 
pfs:  file.  The  company  was  profitable 
after  one  year. 

Plenty  of  companies  go  public  at 
that  point.  Not  Software  Publishing. 
Says  Gibbons:  "Money  had  been  pour- 
ing into  venture  capital  funds  as  op- 
posed to  the  stock  market.  So  venture 
capitalists,  under  pressure  to  spend  it, 
invested  in  a  lot  of  me-too  marginal 
deals.  But  in  1982  and  1983  a  lot  of  the 
senior  venture  capitalists  started 
dropping  out.  They  had  seen  prices  go 
into  the  stratosphere.  I  remember  a 
software  company  with  $3  million  in 
sales,  a  loss  and  a  $70  million  valu- 
ation. And  here  I  was  showing  a  profit 
and  asking  for  a  $10  million  valu- 
ation." Rather  than  go  public  at  the 
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height  of  the  new-issues  fever,  Gib- 
bons decided  to  wait. 

When  Software  Publishing  finally 
did  float  an  offering  last  November,  it 
was  valued  at  over  $40  million.  At  $7 
a  share,  that  was  a  modest  10  times 
earnings,  which  suited  the  conserva- 
tive Gibbons.  Since  then  the  multiple 
has  risen  to  17. 

These  are  trying  times  for  most 
software  publishers  and  for  investors 
in  them.  Microsoft,  which  18  months 
ago  began,  quite  noisily,  trumpeting 
Microsoft  Windows,  a  new  product, 
has  yet  to  mail  its  first  copy.  Sympho- 
ny, the  second  product  from  Lotus, 
had  sold  just  110,000  copies  by  the 
end  of  1984  (only  about  one-sixth  the 
sales  of  1-2-3). 

What  could  go  wrong  for  Software 
Publishing?  For  one  thing,  first-time 
users  of  its  programs  can  become  so 
sophisticated  that  they  turn  to  other 
software.  To  defend  against  that,  and 
without  abandoning  the  first-time 
user  market,  the  company  tracks  its 
customers'  needs  through  question- 
naires and  then  keeps  enhancing  the 
software. 

A  far  more  dire  threat  would  arise  if 
Apple  or  IBM  should  decide  to  devel- 
op its  own  software  and  bundle  it 
with  its  computers.  To  guard  against 
the  unthinkable,  Software  Publishing 
two  years  ago  got  IBM  to  offer  five  pfs: 
programs  under  an  IBM  label.  By  last 
year,  IBM  sold  about  10%  of  the  pfs: 
programs  in  use.  IBM  royalty  pay- 
ments accounted  for  6%  of  Software 
Publishing's  1984  revenues.  Not  the 
stuff  of  high  drama,  but  the  rewards  of 
thinking  for  the  long  term  .  .  .  and  for 
survival. — Ellen  Benoit 
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The  Up  &  Comers 


Strategy 


Guest  Quarters  has  been  raking  it  in  running  hotels 
that  look  like  apartment  houses.  Now  Marriott  will  try 
to  get  apiece  of  the  action. 


Suite  deals 


W'  hat's  the  most  striking  change  in 
American  hotels  in  75  years — 
since  Ellsworth  Statler  started  offer- 
ing every  room  with  private  bath?  The 
atrium  lobby,  you  say?  Free  shampoo? 
Hardly.  The  answer  is  suites.  Hotels 
built  to  provide  only  suites  of  rooms 
now  routinely  report  higher  occupan- 
cy and  room  rates,  and  higher  profits, 
than  an  average,  conventionally  laid 
out  hotel  in  their  markets. 

That  is  both  good  and  bad  for  Guest 
Quarters,  the  privately  held  Washing- 
ton, D.C. -based  outfit  that  helped  pio- 
neer the  all-suite  idea.  Guest  Quarters 
got  started  in  1972,  about  the  same 
time  as  Robert  Woolley's  Granada 
Royale  Hometels,  an  early  competitor 
acquired  last  year  by  Holiday  Inns. 

It  all  started  after  millionaire  real 
estate  developer  George  Kaufman  of 
Norfolk,  Va.  bought  a  garden  apart- 
ment complex  in  Atlanta  and  rented 
suites  to  relocated  people  and  their 
families.  Eventually,  Kaufman,  who 
is  chairman  of  Guest  Quarters,  and 
his  partners  realized  that  they  had  a 
hotel  on  their  hands,  not  just  fur- 
nished apartments. 

On  $40  million  in  revenues  last 
year  Guest  Quarters'  nine  hotels  pro- 
duced 37%  gross  operating  margins 
before  servicing  debt.  That,  in  an  in- 
dustry that  gets  excited  about  any- 
thing over  25%,  is  good  news  indeed. 

The  bad  news,  of  course,  is  that 
such  margins  don't  go  unnoticed. 
Right  now,  there  are  barely  190  all- 
suite  hotels  in  the  U.S.,  with  a  total  of 
about  28,000  suites— less  than  1%  of 
the  nation's  2.7  million  hotel  rooms. 
No  surprise,  then,  that  in  the  last  two 
years  privately  held  Guest  Quarters 
has  watched  companies  like  Holiday 
Inns,  Quality  Inns  and  Marriott  Corp. 
break  ground  on  their  own  all-suite 
hotels. 

What's  so  exciting  about  suites? 
Travelers  get  two  rooms  and  a  kitchen 


for  about  the  price  of  a  single  room  in 
a  regular  full-service  hotel.  And 
there's  a  built-in  hedge  that  makes 
construction  financing  a  breeze:  Even 
if  the  hotels  founder,  suites  can  more 
readily  be  sold  off  as  apartments.  That 
happened  recently  in  Houston,  where 
a  severe  oversupply  of  rooms  has  crip- 
pled hotel  business  (Forbes,  Apr.  22). 
Guest  Quarters  sold  one  of  its  two 
hotels  there  and  converted  the  other 


Guest  Quarters'  Michael  Dickens 
A  built-in  downside  hedge. 

into  an  apartment  complex. 

The  all-suites  devote  less  space  to 
restaurants  and  ballrooms  than  stan- 
dard hotels.  Since  rooms  often  carry 
margins  of  80%,  while  few  hotel  food 
and  beverage  operations  do  better 
than  15%,  all-suites  can  produce 
much  higher  margins. 

Guest  Quarters  may  be  even  more 
profitable  than  most.  By  positioning 
itself  as  a  luxury  hotel,  Guest  Quar- 
ters usually  charges  rates  comparable 
to  those  of  competing  single  rooms  at 
a  Westin  or  Hyatt  hotel.  "In  Tampa 
we're  the  most  expensive  hotel  on  the 
market,"  boasts  Guest  Quarters' 
President  Michael  Dickens,  a  6-foot- 
8,  280-pound  former  lifeguard.  The 
higher    rates    lower    the    occupancy 


break-even  point,  of  course.  The  dem- 
onstrated appeal  of  the  suites,  mean- 
while, has  so  far  raised  the  occupancy 
rate  to  80%  in  most  of  his  hotels. 
Thus,  at  least  in  Guest  Quarters'  case, 
the  higher  rates  have  been  a  double 
blessing. 

But  Guest  Quarters  isn't  pushing 
prices  to  the  limit.  Its  all-suite  in 
Washington,  D.C,  for  example,  will 
not  easily  be  mistaken  for  the  nearby 
Four  Seasons,  where  guests  get  free 
limousine  service.  On  the  other  hand, 
its  rates  are  lower — $130  for  a  suite  as 
opposed  to  $155  for  a  single. 

But  compared  with  other  all-suite 
chains,  Guest  Quarters  is  the  class 
act.  Room  service  brings  breakfast 
on  good  china  on  silver  trays.  You 
can  fix  your  own  meal  and  the  kitch- 
en has  a  stocked  dishwasher.  Guest 
Quarters  "is  a  couple  of  twists  high- 
er upon  the  dial  in  service,  price  and 
facility  than  we  are,"  admits  Hervey 
Feldman,  president  of  Dallas-based 
Embassy  Suites,  the  all-suites  unit  of 
Holiday  Inns  aiming  at  a  broader 
market  that  is  now  held  by  Sheraton 
and  Marriott. 

The  only  competition  that  worries 
Guest  Quarters  is  Marriott.  "They 
will  do  it  right,"  predicts  Dickens. 

Guest  Quarters,  meanwhile,  is  it- 
self doing  several  things  right.  It  has 
not  been  sucked  into  overleveraging 
to  expand  quickly.  It  resisted,  partly 
because  of  losses  in  the  overbuilt 
Houston  market,  but  also  because 
that  kind  of  expansion  can  often  get 
out  of  control.  Guest  Quarters  is  add- 
ing only  two  hotels  a  year.  Embassy 
Suites,  in  contrast,  will  open  30  new 
hotels  this  year,  giving  it  100  hotels 
and  25,000  suites  built  or  under  con- 
struction by  year-end. 

"We're  going  to  grow  like  Marriott 
grew,"  says  Dickens.  "We're  going  to 
take  the  operating  organization  and 
do  a  combination  of  management 
contracts,  joint  ventures  and  solely 
owned  operations." 

Guest  Quarters  owns  eight  of  its 
nine  hotels.  The  one  it  doesn't  own  is 
a  management  contract  deal  in  Hous- 
ton. Construction  will  begin  shortly 
in  Bethesda,  Md.,  where  Guest  Quar- 
ters signed  its  first  management  con- 
tract. About  a  half-dozen  more  devel- 
opment deals  are  in  the  pipeline. 

By  going  slowly,  Guest  Quarters 
will  miss  some  opportunities,  but  the 
painstaking  attention  seems  to  be 
paying  off.  "They're  unusually  good 
at  picking  sites,"  says  Bjorn  Hanson, 
principal  at  Laventhol  &  Horwath. 

In  the  real  estate  business,  Guest 
Quarters'  greatest  asset  could  be  its 
locations.  Not  even  Marriott  can  take 
that  away  from  them. — Gary  Slutsker 
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How  General  Electric 

Credit  Corporation  gave  a 

computer  company  a  bigger  bite 

of  the  retail  market 

And  two  other  examples  of  faith  and  financing  that  have  made 
GE  Credit  number  one  in  diversified  finance  services 
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1. 


How  GE  Credit  experts 

put  together  a 

consumer  financing 

program  for  Apple  in 

four  weeks 

apple  computer  is  so  demand- 
ing, that  when  it  wanted  a  con- 
sumer credit  financing  program 
to  help  sustain  its  phenomenal 
growth,  only  GE  Credit  in  com- 
petition with  a  well-known  bank 
filled  the  bill. 

Here  was  the  challenge: 

1.  Design  a  credit  financing  sys- 
tem exclusively  for  Apple's  au- 
thorized retailers  representing 
over  2,200  stores. 

2.  Provide  instant  consumer 
authorization  in  every  Apple  store 
across  the  nation. 

3.  Provide  a  credit  program 
which  would  enable  buyers  to  pur- 
chase Apple  computers  and  com- 
patible hardware  and  software 
components  without  drawing  on 
their  other  lines  of  credit,  includ- 
ing standard  credit  cards. 

4.  Help  design  a  distinctive 
credit  card  for  customers. 

5.  Perform  all  credit,  collection, 

and  account  maintenance 
services  associated  with 
the  Apple  Card,  includ- 
ing credit  processing 
seven  days  a  week. 

6.  Provide  dealers 
with   fast  electronic 
funds  transfer  payments 
to  their  accounts. 

How  well  has 
GE  Credit's  pro- 
gram worked? 
Apple  dealers,  using 
the  credit  card,  closed 
more  business  in  the 
fourth  quarter  of  calendar  1984 
than  in  the  previous  year! 


2. 


Long  relationship 

with  GE  Credit  helps 

developer  build 

his  way  out  of  the 

recession 

andy  Wright's  construction  firm 
in  Arizona  has  now  developed 


20  residential  subdivisions  of 
single-family  detached  homes 
priced  in  the  mid- fifties  to  attract 
first-time  buyers. 

GE  Credit  has  now  completely 
funded  six  of  them. 

•  Six  acquisition  and  development 
loans  for  $3.5  million. 

•Over  1,100  single-family  con- 
struction loans  valued  at  $45 
million. 

•  FHA  and  VA  mortgages  valued  at 
over  $50  million. 

Why  has  GE  Credit  been  so 
quick  to  support  this  young 
builder? 

Andy  Wright  offered  fresh,  at- 
tractive, well-designed  homes,  dis- 
played superior  marketing  skills, 
and  was  able  to  price  his  homes 
below  appraised  value  without  sac- 
rificing quality. 

In  early  1983,  Wright  came  to  GE 
Credit  for  acquisition,  develop- 
ment, and  construction  funding  for 
a  new  project.  We,  of  course  lis- 
tened, though  the  building  busi- 
ness was  just  barely  beginning  to 
recover. 

"The  savings  and  loan  people 
tentatively  tendered  variable  rate 
mortgages,"  says  Wright  dryly. 
"Short-term  thinking  was  in 
vogue.  The  usual  sources  of  build- 
ers' money  dried  up.  Some  builders 
just  had  to  pack  it  in." 

But  GE  Credit  felt  that  even 
during  trying  times,  Wright  had 
demonstrated  his  ability  and  we 
backed  him  to  the  hilt. 


3. 


GE  Credit  creates 

$85  million  guideline 

lease  for  geothermal 

project 

eons  ago,  in  what  today  is  the  Im- 
perial Valley  of  California,  the 
earth  separated,  allowing  molten 
rock  to  form  one  thousand  stories 
beneath  the  surface. 

Heat  from  the  molten  rock  kept 
subterranean  waters  boiling  at  360 
degrees. This  superheated  water,  if 
harnessed,  was  a  source  of  envi- 
ronmentally clean  energy. 

Now,  with  the  aid  of  a  hefty  fi- 
nancial package  from  GE  Credit, 
the  Heber  Geothermal  Company 
will  soon  tap  that  water  to  produce 
52  megawatts  of  electricity  night 


and  day,  power  sufficient  to  sup- 
ply 45,000  Southern  California 
residents  into  the  next  century. 

When  Heber  approached  GE 
Credit,  our  energy  program  fo- 
cused on  two  "firsts"  which  would 
come  to  fruition  when  the  geother- 
mal project  got  off  the  ground,  or 
more  properly,  into  it. 

1.  Heber  would  be  the  first  com- 
mercially funded  power  plant  in 
the  U.S.  utilizing  water-dominated 
geothermal  energy. 

2.  It  would  be  the  first  commer- 
cial geothermal  project  in  the  U.S. 
to  use  the  highly  efficient  dual 
flash  system  of  converting  water 
into  steam. 

So  far  so  good.  But  GE  Credit's 
experts  had  one  vital  question: 
How  long  would  the  supply  of  boil- 
ing water  last? 

Answer:  At  least  30  years,  and 
because  condensate  will  be  in- 
jected deep  into  the  earth  again, 
the  geothermal  field  might  last 
much,  much  longer. 

The  cornerstone  to  any  project 
GE  Credit  undertakes  is  a  thor- 
ough exploration  of  how  to 
contain  risk  without  destroy- 
ing the  inventiveness  of  the 
project. 

We  then  gave  Heber  an  $85  million 
deal,  consisting  of  a  two-year  float- 
ing rate  construction  loan  to  be  fol- 
lowed by  a  15-year  single  investor 
guideline  lease. 

To  find  out  how  we  do  it,  mail 
the  coupon.  Or  call  800-243  2222. 
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Marketing  Programs  Operation 

General  Electric  Credit  Corp. 

260  Long  Ridge  Road,  | 

Stamford,  Connecticut  06902 

Please  send  me  your  information  kit    i 
describing  25  additional  financial 
packages  and  "Guide  Through  the    I 
Leasing  Maze." 
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Creating  Money  For  Business 


Taxing  Matters 


Edited  by  Geoffrey  Smith 


All  over,  shelter  seekers  ask, 

"Will  Congress  shut  the  gate?" 

And  here's  the  thought  that  gives  them  hope: 

Good  things  come  to  those  who  wait. 


The  waiting  game 


By  Laura  R.  Walbert 


Never  underestimate  the  sur- 
vival instinct  of  tax  shelter 
syndicators.  They  are  already 
regrouping  while  they  wait  to  see 
whether  Congress  will  give  the  Trea- 
sury what  it  wants.  They've  seen 
scare  tactics  like  the  Treasury's  No- 
vember tax  reform  proposal  before 
and  they  are  not  giving  up.  Says  Mi- 
chael Silverstein,  editor  of  Boston- 
based  Tax  Shelter  Investment  Review: 
"It's  clear  now  that  the  proposal  was 
made  in  the  form  and  at  the  time  it 
was  made  to  keep  people  from  buying 
tax-shelter-oriented  investments  at 
the  end  of  1984 — save  the  Treasury 
some  money,  and  it  worked  marvel- 
ously  well." 

That  it  did.  Not  only  did  the  Trea- 
sury plan  propose  severely  limiting 
interest  expense  deductions  and 
lengthening  depreciation  schedules, 
which  threaten  all  future  real  estate 
shelters,  but  it  also  suggested  taxing 
partnerships  of  more  than  35  people 
as  corporations.  This  would  eliminate 
the  passthrough  tax  status  of  partner- 
ships and  thus  knock  out  the  main 
shelter  available  to  the  average  inves- 
tor. In  oil  and  gas  deals,  Treasury 
wants  to  eliminate  front-ending  of 
drilling  expenses  and  stretch  out  de- 
pletion schedules. 

These  reforms  already  seem  to  be 
squeezing  profits  in  private  deals. 
Says  Ralph  Walker,  a  shelter  analyst 
with  Shulman  &  Co.  in  Bellevue, 
Wash.,  "In  the  past,  syndicators  made 
money  from  every  direction.  They 
marked  the  building  up,  they  made  it 
on  financing,  they  made  it  on  oper- 
ations and  they  made  it  on  fees." 

But  as  new  tax  laws  force  deals  to 


become  less  shelter-oriented  and 
more  profit-oriented,  it  gets  harder  to 
pile  on  extra  expenses.  "You  just  can't 
structure  so  many  fees  into  it  and 
have  a  deal  make  sense,"  says  Arnold 
Rudoff,  director  of  partnership  analy- 
sis at  Price  Waterhouse.  "Some  syndi- 
cators are  complaining  that  they're 
not  making  as  much  as  they  did  last 
year,  but  I  don't  think  anybody  has  to 
feel  too  sorry  for  them." 

The  government's  repeated  attacks 
on  shelters  have  sent  investors  into 


hiding.  Among  publicly  registered 
limited  partnerships  investing  in  oil 
and  gas  or  real  estate — the  two  biggest 
categories — only  real  estate  "income" 
deals,  designed  with  few  tax  benefits, 
showed  an  increase  in  sales  last  year. 
Private  placement  partnerships, 
which  usually  offer  generous  tax 
writeoffs  and  sell  to  well-heeled  in- 
vestors, totaled  only  $2  billion  in 
sales  in  the  fourth  quarter  of  1984,  vs. 
$3.3  billion  in  the  third  quarter,  ac- 
cording to  figures  from  shelter  ana- 
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lysts  Robert  A.  Stanger  &  Co. 

So  far,  1985  has  been  no  better. 
"The  standard  2-for-l  [deduction] 
deals  are  not  selling,  period,  end  of 
story,"  says  Charles  Wetterer,  a  con- 
sultant with  Boston  Bay  Capital.  And 
private  placement  deals  are  not  even 
coming  out  at  their  usual  clip.  Says 
Warren  Shine,  chairman  of  Ernst  & 
Whinney's  tax  shelter  committee,  "In 
oil  and  gas  there's  been  very  little 
action.  I  have  not  yet  seen  a  research 
and  development  deal,  and  I  haven't 
really  seen  a  credible  equipment  leas- 
ing deal." 

But  syndicators  are  hoping  that  the 
recent  assurances  given  by  the  Trea- 
sury and  the  House  Ways  &.  Means 
and  Senate  Finance  committees  that 
no  tax  changes  will  take  effect  before 
1986  will  give  shelter  investors  new 
courage.  Those  partnerships  formed 
before  the  Treasury's  revised  propos- 
als are  announced  seem  to  be  in  little 
danger  of  getting  clipped,  shelter  ana- 
lysts say. 

In  fact,  an  oil  and  gas  drilling  deal, 
which  offers  most  of  its  tax  benefits  in 
the  first  year,  might  be  a  good  invest- 
ment, says  William  Brennan,  editor  of 
tax  shelter  newsletter  Brennan  Re- 
ports. He  says,  "Most  people  are  afraid 
to  go  into  oil  and  gas  now  because 
people  were  burned  in  1981  and  1982 
when  drilling  costs  were  so  high  and 
oil  prices  collapsed  immediately 
thereafter.  But  now  is  probably  a  good 
time  to  go  in  because  drilling  costs  are 
so  low." 

That's  not  all.  Real  estate  bought 
before  year-end  will  still  enjoy  the  old 
depreciation  schedule,  and  rehabilita- 
tion projects  completed  this  year  will 
get  their  investment  tax  credit.  But 
beware  of  the  high-writeoff  real  estate 
deal  that  calls  for  investors  to  pay  in 
over  several  years.  If  the  deal  has 
mortgage  debt,  the  Treasury  proposes 
to  limit  deductible  shelter  losses  to 
$5,000  plus  the  amount  of  an  individ- 
ual's investment  income,  such  as  in- 
terest and  dividends. 

Of  course,  the  chances  are  the  limi- 
tation will  be  phased  in  gradually  over 
ten  years,  not  all  at  once  as  the  Trea- 
sury originally  suggested.  So  keep 
talking  to  your  accountant.  Things 
are  moving  quickly.  Herewith,  some 
of  the  newest  wrinkles  in  the  tax  shel- 
ter market. 

Bellwether? 

As  if  things  weren't  tough  enough 
.this  year  for  partnership  syndica- 
tors and  brokers,  how  they  have  to 
face  competition  from  a  mutual  fund 
group  offering  investors  the  equiv- 
alent of  no-load  shelter  funds. 


T.  Rowe  Price,  the  mutual  fund 
management  firm,  and  Sear's  Cold- 
well  Banker  real  estate  company  just 
closed  the  first  nationally  marketed 
real  estate  limited  partnership  with 
no  sales  fee.  Instead  of  using  brokers, 
the  deal  was  sold  through  advertising, 
like  a  no-load  mutual  fund — although 
you  have  to  pay  a  front-end  fee  of  10% 
to  cover  acquisition,  offering  and  or- 
ganization costs.  But  that's  a  lot  less 
than  the  standard  15%  to  20%. 

Investors  snapped  it  up,  largely  on 
the  strength  of  the  Price  name.  By 
mid- April  the  deal  had  raised  over  $50 
million.  Price  and  Coldwell  will  prob- 
ably organize  another  partnership 
without  a  sales  fee  before  year-end. 

Spoiled  holiday? 

W'hen  Forbes  last  looked  at  the 
question  of  investment  seminars 
held  in  exotic  locations  (Taxing  Mat- 
ters, Oct.  8,  1984),  we  concluded  that 
their  deductibility  was  more  a  matter 
of  the  Service's  ineffectiveness  than 
of  its  generosity. 

Proof  positive:  A  seminar  attendee 
recently  requested  IRS  approval  to  de- 
duct two-thirds  of  the  cost  of  the 
seminar's  tuition.  The  seminar  cov- 
ered general  financial  topics  such  as 
taxes,  estate  planning,  investments 
and  insurance.  The  attendee's  invest- 
ments included  rental  property,  a  car 
wash,  a  laundry,  real  estate,  stocks 
and  mutual  funds.  The  IRS  ruled  that 
no  portion  of  the  seminar  tuition  was 
deductible  because  the  discussion — 
the  IRS  wouldn't  say  where  it  was 
held — was  not  related  specifically  to 
his  investments. 

Hobbyhorse 

As  shelter  schemes  become  more 
.elaborate,  the  Tax  Court  increas- 
ingly has  been  relying  on  the  "not  for 
profit"  argument.  That  is,  if  a  deal  is 
not  entered  into  for  profit,  it's  a  hobby 
and  losses  are  not  deductible.  The 
only  exceptions  are  personal  deduc- 
tions such  as  property  taxes  and  inter- 
est expense. 

Don't  think  you  are  safe  just  be- 
cause you  as  the  limited  partner  ex- 
pect to  make  a  profit  on  the  shelter, 
says  Sidney  Kess,  a  director  of  tax 
policy  and  planning  at  KMG  Main 
Hurdman.  If  the  general  partner  fails 
to  run  the  partnership  in  what  the  tax 
court  deems  a  businesslike  manner, 
the  deal  will  still  be  judged  "not  for 
profit." 

What  activities  does  the  Tax  Court 
think  lack  a  profit  motive?  One  recent 
case  involved  a  deal  to  underwrite  the 
publishing  of  a  gothic  novel  entitled 


The  House  on  Wath  Moor.  The  deal  was 
judged  not  for  profit  because  the  sales 
literature  boasted  excessive  tax  sav- 
ings. In  addition,  the  investor  entered 
the  deal  at  the  end  of  the  year  after 
consulting  a  tax  attorney  on  how  to 
shave  his  tax  bill,  and  the  investor 
sought  no  expert  advice  on  the  feasi- 
bility of  the  project. 

The  court  also  gets  suspicious  if 
you  seem  to  enjoy  your  shelter  too 
much.  People  who  raise  horses  often 
have  problems,  for  example.  In  at 
least  two  years  out  of  seven,  says  the 
court,  you  must  turn  a  profit.  Other- 
wise, the  presumption  is  you're  doing 
it  for  your  own  amusement.  You've 
got  yourself  a  hobbyhorse. 

The  "guarantee" 

How  do  you  get  people  to  invest  in 
tax  shelters  when  the  Treasury 
has  declared  open  season  on  them? 
Answer:  Include  a  "guarantee." 

That's  what  some  real  estate  syndi- 
cators are  offering  investors  on  shel- 
ters that  require  payments  over  sever- 
al years.  Say  you  invest  $50,000  a  year 
for  four  years,  and  the  deal  offers  a  2- 
to-1  writeoff,  or  $100,000  in  losses,  in 
each  of  the  first  four  years.  For  an 
investor  in  the  50%  tax  bracket,  the 
$100,000  loss  generated  in  year  one 
would  cover  the  $50,000  payment  for 
year  two,  and  so  on  through  the  years. 
After  the  initial  $50,000  payment,  the 
deal  would  pay  for  itself. 

But  what  if  Congress  changes  the 
maximum  tax  rate  to  35%  in  two 
years?  An  investor  would  get 
$100,000  in  losses  worth  only  $35,000 
in  tax  savings  yet  still  owe  $50,000. 

That's  where  the  "guarantee" 
comes  in.  To  make  investors  whole, 
some  syndicators  will  drop  the  pay- 
ment to  $35,000  in  any  year  the  maxi- 
mum tax  is  35%.  Other  "flat  tax 
clauses"  reducing  payment  go  into  ef- 
fect when  the  investor's  effective  tax 
rate  for  the  life  of  the  deal  falls  below 
40%.  Still  others  would  leave  pay- 
ments unchanged  but  offer  investors  a 
bigger  piece  of  the  profits  at  the  back 
end  of  the  deal. 

"We  did  not  want  to  lose  a  selling 
year,"  says  Roy  Smolarz,  director  of 
private  placements  and  public  offer- 
ings at  Paine  Webber,  which  has  writ- 
ten flat  tax  clauses  into  many  deals. 

This  tactic  has  some  shelter  ana- 
lysts worried.  If  the  stage  payments 
are  cut,  will  the  IRS  view  that  as  a  cut 
in  the  syndicator's  fees  or  a  confession 
that  the  property  was  overpriced  all 
along?  "Under  those  circumstances 
the  IRS  has  a  perfect  position  to  disal- 
low some  of  the  depreciation  on  the 
property,"  says  Wetterer.  ■ 
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Electronic  mail. 


Beyond  PCs:  the  Perso: 


Why  not  have  it  all? 

Now  you  can  get  word  processing.  Data 
processing.  Office  automation.  Communica- 
tions. And  business 
graphics.  All  work- 
ing together  in  one 
easy-to-use  system. 

With  Hewlett- 
Packard's  Personal 
Productivity  Center. 

One  Personal 
Productivity  Center 
can  serve  more 
than  100  people 
simultaneously, 
connecting  all  their 
workstations,  in- 
cluding peripherals 
and  personal  com- 
puters  like  our 
famous  Touchscreen  Personal  Computer, 
The  Portable  and  the  IBM  PC. 


c 


A  typical  Personal  Productivity  Center. 


Driven  by  an  HP  3000  Business  Computer,  it  integrates 

the  information  needs  of  the  modern  office.  A  single  Center 

can  grow  to  handle  more  than  100  users  simultaneously. 


And  it  can  connect  to  your  company 
mainframe,  too. 

So  now  you  can  do  not  only  wore 

processing  and 
spreadsheet  analy 
sis.  You  can  also 
send  electronic 
mail.  Create  busi 
ness  graphics.  Inte 
grate  text  with 
graphics.  Desigr 
and  generate  tailor 
made  reports. 
Even  handle  date 
entry  and  retrieval 
database  manage 
ment  and  the  ful 
range  of  general 
data  processing 
applications,  like 
accounts  payable  and  general  ledger. 

Built  around  our  powerful  HP  300( 


Presentation  graphics. 


Mainframe  data  access. 


Even  The  Portable,  to  go. 


'ATION  m 


TRANSPORTATION  REVENUE 


■PM 


1  Productivity  Center. 


business  computer  family,  the  Personal 
Productivity  Center  integrates  the  in- 
formation tools  your  people  need  to 
work  more  productively 

And  as  your  needs  change  and  grow, 
you'll  find  the  Personal  Productivity 
Center  changes  and  grows  right  along 
with  you.  It's  easy  to  upgrade,  expand  or 
just  reconfigure.  Without  throwing  out 
your  old  software.  Interconnecting  these 
systems  is  simple  too,  thanks  to  HP's 
AdvanceNet  networking  capabilities. 

It's  also  simple  to  keep  things  working 
smoothly  together.  We  offer  worldwide 
support  that  was  rated  number  one  in 
the  Datapro  survey. 

Find  out  what  you've  been  missing. 
Call  your  local  HP  office  for  a  demon- 
stration of  the  Personal  Productivity 
Center.  Or  send  in  the  coupon  for  our 
free  16 -page  brochure.  (Just  attach  your 
business  card  if  that's  easier.)  In  Canada, 


call  1-800-387-3867. 

The  Personal  Productivity  Center. 
Why  settle  for  less? 

f    ]  Send  your  16-page  brochure  on  the  Personal 
Productivity  Center. 

[    ]  Have  an  HP  representative  call  me  to  answer  questions. 

NAME 
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COMPANY 

DIVISION 

ADDRESS  


CITY 


STATE 


ZIP 


PHONE 


Mail  to:  Bob  Hall,  Hewlett-Packard,  Dept.001217 
10520  Ridgeview  Court,  Cupertino,  CA  95014. 
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On  the  Docket 


Exxon  is  praying  that  a  federal  appeals 
court  will  save  it  from  the  largest  single 
cash  judgment  ever  assessed  in  a  court  of 
law.  So  are  150  other  oil  companies. 

The  $2  billion 
difference 


By  Barbara  Kallen 


¥'  our  car  can't  tell  the  differ- 
ence between  "old"  oil  and 
"new"  oil,  but  the  bureaucrats 
who  put  controls  on  the  price  of 
domestic  oil  in  the  Seventies  could. 
That  difference  stands  to  cost  Exxon  $2 
billion — or  more  than  one-third  of  its 
$5.5  billion  1984  net  income. 

Exxon  is  accused  by  the  Depart- 
ment of  Energy  of  overcharging  re- 
finers $895  million  from  1975  to 
1981.  Exxon,  the  DOE  said,  sold  "old" 
oil,  whose  price  was  limited  for  the 
period  at  $5  to  $8  a  barrel,  as  "new" 
oil,  which  could  be  sold  at  higher 
prices  (which  ranged  from  $11  to  $16) 
out  of  its  Hawkins  field  in  east  Texas. 
Exxon,  which  owns  two-thirds  of 
Hawkins,  was  held  liable  for  the  en- 
tire field's  production  prices,  since  it 
managed  operations.  Price  controls  on 
domestic  oil  were  scrapped  by  Presi- 
dent Reagan  in  1981,  but  the  govern- 
ment is  still  prosecuting  oil  compa- 
nies for  violating  them. 

The  biggest  case  of  all  is  Exxon's, 
and  so  far  the  bureaucrats  are  win- 
ning. U.S.  District  Court  fudge  Thom- 
as Flannery  in  March  of  1983  ordered 
Exxon  to  pay  the  claimed  $895  mil- 
lion plus  accrued  interest.  Total  tab: 
$1.6  billion. 

That's  a  lot  of  clams,  even  for  the 
world's  largest  corporation.  Indeed, 
it's  the  largest  judgment  against  a  sin- 
gle defendant  in  legal  history.  Seeking 
a  reversal,  Exxon's  lawyers  have  tak- 
en the  dispute  to  a  Temporary  Emer- 
gency Court  of  Appeals  in  Denver. 
The  TECA  decision  is  expected  any 
day,  and  the  sooner  the  better  for 
Exxon.  The  $1.6  billion  penally  now 
stands  at  almost  $2  billion,  with  the 


meter  running  at  $470,000  per  day. 

The  crux  of  the  case  is  the  govern- 
ment's since-scrapped  1973  defini- 
tions of  new  and  old  oil.  New  oil  was 
any  production  beyond  specified  lev- 
els. If,  for  example,  a  well  on  a  lease 
produced  100  barrels  of  oil  in  1972, 
then  the  101st  barrel  could  be  priced 
as  new. 

What  that  definition  didn't  reckon 
with  was  "enhanced  recovery"  tech- 
niques, which  improve  production  in 
aging  oilfields  but  also  force  oil  to 
flow  underground  across  lease  lines. 
To  improve  production  at  the  45-year- 
old,  10,000-acre  Hawkins  field,  Exxon 
started  using  enhanced  recovery  in 
1977.  This  necessitated  closing  up 
many  wells,  which  obviously  in- 
creased production  at  the  remaining 
wells.  Trouble  was,  Exxon  didn't  sub- 
tract the  old  oil  levels  in  the  closed 
wells  when  calculating  how  much 
was  new  oil  in  total  production. 

"When  our  decisions  were  made, 


the  regulations  were  not  specifically 
laid  out,"  insists  Exxon  spokesman 
Philip  Wetz.  Now  the  oil  industry  is 
praying  that  the  special  appeals  court 
will  show  Exxon  some  sympathy  and 
reverse  Judge  Flannery's  decision. 

It  seems  a  long  shot  at  best.  "TECA 
will  tell  Exxon  to  take  a  hike,"  pre- 
dicts a  lawyer  who  was  involved  in 
the  litigation.  Agrees  Larry  Ellsworth, 
deputy  chief  counsel  with  the  Energy 
Department,  "Everyone  I  know  in  the 
industry  and  at  the  Department  of 
Energy  sees  no  reason  for  a  reversal  of 
the  district  court's  decision." 

Exxon  itself  won't  predict  the  out- 
come, but  the  company  is  preparing 
for  the  worst:  It  charged  off  $440  mil- 
lion after  taxes  against  1984  earnings 
to  cover  the  Hawkins  case  along  with 
some  smaller  ones.  If  Exxon  is  forced 
to  make  the  payment,  it  will  probably 
ask  the  government  to  give  back  fed- 
eral income  and  windfall  taxes  paid 
on  the  excess  income  over  the  years. 
At  least  that's  what  Senior  Vice 
President  and  Director  Jack  Ben- 
nett said  in  1983.  Exxon  will  also 
seek  reimbursement  from  other  oil 
companies  with  interests  in  Hawkins. 
The  entire  oil  industry  has  reason 
to  worry.  The  judgment  against 
Exxon,  if  not  reversed,  will  strengthen 
over  150  other  pending  Energy  De- 
partment cases  involving  a  total  of  $8 
billion.  Texaco  faces  $888  million 
plus  interest;  Shell,  $78  million  plus 
interest;  Exxon,  in  an  additional  case, 
$60  million  plus  interest;  and  Mara- 
thon, Crown  Central,  Clark,  Murphy, 
Tesoro  and  Agway  all  face  proceed- 
ings of  as  yet  undetermined  amounts. 
"If  Exxon  loses,  it's  going  to  make 
other  oil  companies  more  willing  to 
settle,"  predicts  Ellsworth. 

And  then  what?  Who  gets  the  set- 
tlement money?  Scavengers  are  al- 
ready circling  Exxon's  $2  billion. 
Judge  Flannery  would  give  the  money 
to  the  states  according  to  their  oil 
usage  during  the  period  in  question. 
The  Energy  Department  had  suggest- 
ed that  the  money  be  paid  directly 
into  the  U.S.  Treasury.  There  are  even 
some  true  believers  among  Hawkins 
customers  who  would  like  to  see  the 
Exxon  payment  go  specifically  to 
those  people  who  were  overcharged. 
"Impossible  to  trace,"  says  Rayburn 
Hanzlik,  an  Energy  Department 
spokesman.  "Crazy!"  agrees  Ells- 
worth. Even  so,  maybe  it  would  be 
worth  your  while  to  run  a  white  glove 
inside  your  gas  tank  to  see  if  you  can 
pick  up  traces  of  "old"  oil.  ■ 
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Peterbilt  The  standard 
for  fiscal  responsibility 


When  it  comes  time  to  consider 
your  next  capital  commitment  in 
transportation,  the  trucks  you  select 
must  satisfy  your  company's  per- 
formance standards  completely. 
Efficiently.  For  a  meaningfully  long 
period  of  time.  For  the  right  cost. 

Fiscal  responsibility  demands 
nothing  less. 

But  determining  the  true 
affordability  of  one  vehicle  versus 
another  requires  probing  beyond  the 
basics  of  face  value. 

Which  is  precisely  why  you 
should  consider  Peterbilt. 

With  a  product  and  organiza- 
tion structured  to  help  you  maximize 
the  return  on  your  investment, 
Peterbilt  offers  you -the  added  value 
that  can  make  your  purchase 
decision  pay  off  again  and  again  — 
well  after  your  initial  capital  outlay. 

Consider  that  no  other 
manufacturer  offers  more  design 


flexibility— enabling  you  to  sig- 
nificantly increase  your  payback  in 
productivity. 

The  accessibility  of  our  sales, 
marketing,  manufacturing  and 
engineering  professionals  is  unrivaled 
in  the  industry.  Which  means  you'll 
benefit  from  a  level  of  personal 
involvement  that  just  isn't  found 
with  most  other  manufacturers. 

As  for  quality  engineering, 
industry  statistics  demonstrate  that 
Peterbilt  consistently  delivers  the 
longest  service  life— and  highest 
resale  value  —  of  any  Class  8  truck 
available. 

The  cumulative  effect  of 
these,  and  many  other,  critical  ele- 
ments enables  Peterbilt  to  deliver 
a  decidedly  attractive  union  of 
quality  and  affordability. 

To  help  make  your  inspection 
of  these  claims  more  thorough, 
we  invite  you  to  write  us  for  the 


Peterbilt  Management  Folio,  which 
logically  examines  the  issues 
pertinent  to  the  ultimate  success 
of  your  truck  purchase  decision  — 
and  why  Peterbilt  is  particularly 
worth  your  consideration. 

Or  better  still,  visit  or  call 
your  nearby  Peterbilt  dealer  today 
for  a  consultation  regarding  your 
company's  transportation  needs. 


firfehMC 


A  DIVISION  OF  M0C4R 

Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  CA  94560 
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f  These  days,  every  business  jet  is  trying  to 

compete  with  the  Falcon  50. 
►nly  one  of  them  truly  succeeds:  The  Falcon  20* 


In  terms  of  efficiency,  performance  and  comfort, 

the  transcontinental  Falcon  200  comes  surprisingly  close  to 

the  Falcon  50 — at  a  price  of  about  $3.5  million  less. 


The  Falcon  50  has  been 
— and  continues  to  be — 
our  best-selling  airplane, 
here  and  around  the  world. 
And  justifiably  so.  It  is  an 
airplane  so  advanced  and 
so  versatile,  it  has  set 
altogether  new  standards 
for  the  modern-day 
business  jet. 

The  Falcon  200  has  been 
greeted  with  like  fanfare. 
The  newest  Falcon  to  be 
placed  in  service  with  cor- 
porate operators,  it  is  an 
airplane  surprisingly  similar 
to  the  Falcon  50,  yet  can 
be  had  for  about  $3-5  million  less. 
Paragon  of  corporate  comfort 

The  Falcon  200  departs  radically 
from  traditional  notions  of  the  "mid- 
size" business  jet.  Because  it  isn't  a 
"midsize"  at  all.  Indeed,  the  Falcon 
200's  cabin  is  virtually  identical  to  the 
Falcon  50's  World  Class  cabin,  unique 
in  the  business  jet  world. 

The  Falcon  200  was  designed  to  fly 
on  longer  trips  (3000  statute  mile 
range,  with  NBAA  VFR  reserves),  and 
put  8 passengers  delightfully  at  ease 
for  the  duration  of  the  flight.  Like  all 
Falcon  Jet  cabins,  the  200's  World 
Class  interior  environment  was  de- 
signed with  the  aid  of  Henry  Dreyfuss 
Associates,  experts  in  ergonomics,  or 
the  science  of  adapting  machines  to 
man.  Large,  logical  and  free  of  the 


With  its  3000  statute  mile  range 
(NBAA  VFR  reserves),  the  Falcon  200  will 
fly  8  passengers  from  New  York  to  L.A. 
against  the  prevailing  winds. 


clutter  that  plagues  so  many  other 
business  jets,  the  200's  cabin  achieves 
a  level  of  functional  comfort  that  has 
set  a  new  standard  for  the  industry. 
A  truly  transcontinental 
performer 

The  Falcon  200  also  boasts  a  versa- 
tility of  performance  that  smaller,"mid- 
size"  business  jets  can't  approach. 

With  its  3000  statute  mile  range,  it 
can  fly  from  New  York  to  L.A.  against 
the  same  85%  probability  headwinds 
the  airlines  use  for  flight  planning. 

It  is  among  the  fastest  business  jets 
ever  built,  with  a  maximum  operating 
speed  of  Mach  .865. 

At  the  same  time,  it  is  among  the 
slowest  on  takeoff  and  approach,  with 
high-lift  technology  that  lends  it  an 
uncommon  small-airport  versatility. 

It  is  certified  to  fly  at  high  speeds 
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\^FaiconJet 


Teterboro,  New  Jersey  07608 


and  altitudes,  above  most 
weather  and  airline  traffic. 
It  is  equipped  with  the 
Collins  Electronic  Flight 
Instrument  System  (EFIS), 
which  Falcon  Jet  intro- 
duced to  the  business  jet 
world. 

And  its  highly  advanced 
Garrett  ATF3-6  power- 
plants,  coupled  with  bril- 
liant aerodynamics,  give  it 
a  fuel  economy  that  would 
have  been  unheard-of  only 
a  decade  ago. 
The  luxury  of 
choice 
With  the  Falcon  100,  200  and  50 
(and  soon  the  new  large-cabin  Falcon 
900),  Falcon  Jet  offers  the  most  com- 
pelling luxury  a  business  jet  manufac- 
turer can  offer — the  luxury  of  choice. 
And  while  the  Falcon  200  and  50  are 
strikingly  similar  in  so  many  respects, 
the  choice  between  them  is  clear. 
Those  companies  whose  business 
frequently  takes  them  overseas  will 
require  the  Falcon  50's  4200  statute 
mile  range  and  unique  three-engine 
design.  And  those  whose  business  is 
oriented  more  toward  domestic 
flights  will  be  brilliantly  served  by  the 
Falcon  200.  For  more  information 
about  the  Falcon  200,  or  any  of  the 
Falcon  jets,  call  Roy  Bergstrom  at 
(201)  288-8479,  or  send  us  the  coupon 
below 
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□  Please  send  more  information  about  the 
Falcon  200. 

□  I'd  like  to  arrange  a  sales  presentation. 


Name/Title. 


Company 
Address  _ 

City 

Zip 


State . 


Phone. 
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Technology 


By  Nicholas  Shrady 


Edited  by  Stephen  Kindel 


Deregulation  was  supposed  to  produce 
telephones  with  more  features.  It  did,  but 
customers  still  want  plain  vanilla. 

When  more 
is  not  better 


Dave  Shannon 


You  have  to  think  hard  to  come  up 
with  a  metaphor  that  describes  the 
speed  of  the  consumer  telephone 
equipment  industry's  growth  and 
shakeout.  Even  postwar  Italian  gov- 
ernments lasted  longer  than  some  of 
the  companies  that  went  into  busi- 
ness following  the  announcement  in 
late  1982  of  the  breakup  of  AT&T.  In 
only  a  year  the  number  of  residential 
telephone  vendors  rose  quickly  to  al- 
most 200  and  then  fell  back  to  150.  By 
the  end  of  this  year;  says  Casey  Dwor- 
kin,  a  research  director  at  the  Yankee 
Group,  a  Boston  market  research  and 
consulting  firm,  the  number  could 
drop  below  100. 

Some  reasons  for  the  rapid  rise  and 
fall  are  easy  to  understand.  When  it 
became  possible  in  1977  for  people  to 
own  their  phones  instead  of  lease 
them  from  the  Bell  System,  as  they 
had  always  done,  smart  marketers 
thought  that  every  consumer  would 
shift  to  ownership.  For  a  while  it 
looked  as  if  they  were  right.  Today 
55%  of  all  residential  customers  own 
at  least  one  of  their  phones.  But  the 
market  is  leveling  off  and  some  over- 
zealous  phone  manufacturers  and  re- 
tailers are  finding  themselves  buried 
under  mountains  of  inventory. 

As  a  result,  almost  every  remaining 
manufacturer  is  currently  offering 
some  sort  of  rebate  on  telephones. 
And  most  retailers,  in  an  effort  to 
deplete  inventory,  are  disregarding 
suggested  list  prices.  GTE  Corp.,  with 
6%  of  the  telephone  market  in  1984, 
recently  unloaded  500,000  one-piece 
phones  to  a  Los  Angeles  liquidator  for 
a  mere  $4  a  unit,  against  the  original 
retail  price  of  about  $30. 

Smaller  companies  are  struggling. 
Dynascan  Corp.,  a  Chicago-based 
marketer  of  cordless  telephones  and 
telephone  answering  machines,  lost 
$16  million  in  1984,  on  sales  of  $125 
million.  Technicom,  a  wholly  owned 
subsidiary  of  TIE/communications, 
which  produces  Mura  telephones,  lost 
$35  million  in  1984 — $26  million  in 
the  second  quarter  alone — because  of 
inventory  writeoffs. 

What  happened?  While  phones 
with  high-technology  features  materi- 
alized, customers  for  them  didn't. 
Only  2  million  feature-function 
phones — the  kind  with  built-in  mem- 
ory and  redial  capability — were  sold 
for  residential  use  in  1984.  That's  less 
than  half  the  number  many  industry 
analysts  had  predicted.  "Product  in- 
troductions have  slowed  considerably 
within  the  last  four  to  five  months," 
says  Dworkin.  "Many  people  in  the 
industry  have  come  to  realize  that  the 


94 


FORBES,  MAY  6,  1985 


introduction  of  scores  of  new  prod- 
ucts into  the  market  is  futile  if  con- 
sumers are  not  yet  able  to  understand 
what  already  exists." 

What  lured  so  many  manufacturers 
into  market  misjudgment?  Cost  equa- 
tions that  promised  great  potential 
profit  from  technology.  A  basic,  elec- 
tromechanical telephone  takes  about 
26  minutes  of  assembly  labor.  At  $18 
an  hour  in  American  wages  and  bene- 
fits, there  is  $9  of  labor  content  in  an 
ordinary  phone  that  sells  for  not 
much  more  than  $50. 

The  alternatives  to  those  costs  are 
to  manufacture  the  phones  offshore, 
as  many  American  companies  are  do- 
ing, or  adding  features.  Adding  a  mi- 
croprocessor and  some  memory  raises 
the  cost  of  materials  and  labor  only 
nominally,  but  it  justifies  charging  a 
lot  more  for  the  phones  that  come 
with  the  electronics.  Thus,  Panasonic 
can  offer  a  phone  with  hold  function, 
automatic  redial,  a  speaker,  and  two- 
line  and  conference-call  capabilities 
for  $159.95.  And  AT&T's  Genesis  has 
automatic  dialing,  a  display  for  time 
and  date  and  a  timer  for  about  $300. 

But  today  such  phones  are  most  of- 
ten purchased  by  people  whose  offices 
are  at  home,  because  residential  cus- 
tomers plainly  don't  want  so  much 
technology.  According  to  figures  giv- 
en by  the  Yankee  Group,  25%  of  the 
public  still  buys  the  standard  dial 
phone,  and  close  to  20%  buys  stan- 
dard push-button  models. 

Also,  more  is  not  necessarily  better, 
as  many  feature-phone  customers 
have  found  out.  Reliability  among 
consumer  telephones  can  vary  from 
very  good  to  positively  abominable. 
"There  is  no  great  technological  bar- 
rier involved  in  telephone  produc- 
tion," says  Dworkin,  "and  that  has 
led  to  the  proliferation  of  vendors, 
many  of  whom  are  not  painfully  con- 
cerned with  quality  control." 

In  fact,  the  industry  has  given  birth 
to  an  entirely  new  phenomenon,  the 
"disposable"  phone,  so  dubbed  be- 
cause its  life-cycle  doesn't  stretch 
much  further  than  its  90-day  warran- 
ty and  because  repair  costs  would  ex- 
ceed replacement  costs. 

The  result,  after  a  year  of  deregula- 
tion? AT&T,  which  most  everyone 
expected  to  be  pushed  aside  by  the 
wave  of  newcomers,  has  the  largest 
i  single  share  of  the  residential  tele- 
phone sales  market,  24%,  according 
to  Yankee  Group  figures.  In  the  end, 
as  one  customer  on  line  at  a  New 
York  AT&T  Phone  Center  store  put 
it,  "I'm  not  interested  in  spurring 
competition,  just  getting  a  telephone 
that  works." 


Technology 


Health 


Up  to  100,000  people  in  the  U.S.  have 
undergone  a  new  surgery  to  correct  near- 
sightedness. Is  it  too  many,  too  fast? 


Myopic  haste? 


By  Karen  Freifeld 


Dr.  Leo  Bores,  a  Scottsdale, 
Ariz,  ophthalmologist,  learned 
radial  keratotomy  (RK),  a  surgi- 
cal procedure  that  corrects  myopia,  or 
nearsightedness,  from  a  Russian  doc- 
tor, and  introduced  it  into  the  U.S.  in 
1978.  Since  then  between  60,000  and 
100,000  Americans  have  undergone 
"pinwheel  surgery,"  as  RK  is  called 
because  of  the  8  to  16  spokelike  inci- 
sions made  in  the  cornea. 

At  first  glance  the  short-term  re- 
sults of  the  surgery  seem  promising. 
In  a  first-year  follow-up  study  of  413 
patients,  78%  could  see  20/40  or  bet- 
ter after  the  operation,  and  no  serious 
complications  were  reported.  For  peo- 
ple who  don't  wish  to  wear  eyeglasses 
or  contact  lenses — the  traditional 
means  of  correcting  nearsighted- 
ness— the  RK  operation  may  seem  a 
welcome  alternative. 

But  arguments  persist  in  the  U.S. 
medical  community  that  radial  kera- 
totomy can  lead  to  blindness.  An 
older  form  of  the  operation,  widely 
performed  in  Japan  nearly  40  years 
ago,  gradually  blinded  almost  70%  of 
those  who  had  the  surgery  over  a  peri- 
od of  20  years.  The  long-term  safety 
and  effectiveness  of  the  revised  RK 
procedure  used  in  the  U.S.  have  yet  to 
be  fully  proved,  and  that  makes  many 
physicians  nervous.  "Unfortunately, 
in  the  past  too  many  operations  of  all 
kinds  have  been  done  without  the  re- 
sults of  a  good  research  project  and 
long-term  follow-up,"  says  Dr.  Rich- 
ard Miller,  assistant  professor  of  oph- 


thalmology at  the  University  of  Chi- 
cago Medical  Center. 

How  can  this  be?  Unlike  drugs  and 
medical  devices,  which  must  be  de- 
clared safe  and  effective  by  the  U.S. 
Food  &  Drug  Administration,  the  de- 
cision to  adopt  a  new  surgical  proce- 
dure— whether  RK  or  coronary  by- 
pass— is  left  in  the  hands  of  those  who 
perform  it.  "The  only  effective  regula- 
tion is  after-the-fact  malpractice," 
says  George  J.  Annas,  professor  of 
health  law  at  Boston  University. 

Of  course,  patients  also  must  con- 
sent to  the  operation.  But  how  well 
informed  is  such  consent?  In  the  case 
of  elective  surgery  such  as  RK — 
which  takes  about  half  an  hour's 
worth  of  work,  costs  about  $1,500  an 
eye  and  has  a  potential  U.S.  market  of 
1 1  million  people — the  large  sums  of 
money  being  poured  into  advertising 
and  public  relations  can  distort  the 
full  picture.  "RK  has  gotten  a  lot  of 
favorable  coverage,  but  the  complica- 
tions haven't  been  emphasized,"  says 
ophthalmologist  Dr.  Walter  Stark  of 
Johns  Hopkins  University  School  of 
Medicine. 

There  is  peer  review.  Hospitals 
must  authorize  operating  privileges 
for  a  procedure,  and  professional  soci- 
eties release  position  statements  on 
surgical  procedures  like  RK  that  can 
be  performed  in  a  doctor's  office. 

However,  peer  review  went  some- 
what awry  in  the  case  of  RK.  As  mo- 
mentum to  perform  the  operation 
rose  among  private  practitioners  in 
1980,  some  physicians  argued  for  fur- 
ther scientific  study.  Their  pleas  were 
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We  Can  Service 

EvenTheMost 

Personalized 

Phone  System. 

Your  company's  phone  system  is  special. 

It  reflects  your  way  of  doing  business. 
Your  patterns  of  communication.  In 
short  your  unique  corporate  personality 

So  at  Interline,  we  don't  treat  your 
phones  like  everyone  else's.  Instead,  we 
offer  a  wide  range  of  communications 
services  that  are  precisely  tailored  to 
your  needs. 

With  one  call,  we'll  install  your 
equipment.  We'll  train  your  people.  We'll 
fix  your  hardware.  We'll  maintain  your 
system,  move  it,  add  to  it  or  change  it. 
We'll  do  it  fast  through  our  nationwide 
office  network. 

And  we  guarantee  we'll  do  it  to  your 
satisfaction. 

Write  to  us,  and  we'll  tell  you  about 
our  full  array  of  services. 

Or  call  us,  and  we'll  tell  your  phone. 

Call  1-800-228-0065  toll-free. 

In  Nebraska,  call  (402)  334-1100. 

Or  mail  to:  Interline  Communication  Services,  Inc. 

140  Embassy  Plaza,  9110  West  Dodge  Road,  Omaha,  Nebraska  68114 

□  Please  send  me  your  free  booklet  explaining  how  Interline  can  help 
my  company  prosper  during  the  revolution  in  telecommunications. 

□  Please  call  me  to  arrange  a  meeting  with  an  Interline  representative. 
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answered  with  a  grant  from  the  Na- 
tional Eye  Institute  to  conduct  a  five- 
year,  nine-center  study,  known  as  the 
Prospective  Evaluation  of  Radial  Ker- 
atotomy  (PERK).  Meanwhile,  state 
ophthalmic  societies  were  encour- 
aged to  pass  moratoriums  on  the  pro- 
cedure until  at  least  preliminary  re- 
sults of  the  study  were  in,  and  the 
American  Academy  of  Ophthalmol- 


ogy (AAO)  officially  declared  the  pro- 
cedure experimental,  leading  many 
insurance  companies  to  deny  cover- 
age and  many  hospitals  to  deny  oper- 
ating privileges  for  the  procedure. 

The  result:  In  1982  Dr.  Bores  and 
Dr.  Robert  Marmer  of  Atlanta,  an- 
other physician  who  adopted  the  pro- 
cedure early  on,  sued  some  of  the  doc- 
tors  who    became   involved    in    the 


Vision  quest 


In  a  normal  eye  (top)  light  rays  pass  through  the  cornea  and  focus  directly 
on  the  retina,  allowing  it  to  transmit  clear,  sharp  images  to  the  brain.  In  a 
myopic  eye  (middle)  the  cornea  is  too  far  from  the  retina,  and  light  rays 
reach  a  focal  point  in  front  of  the  retina.  Pressure  created  by  the  incisions 
made  during  RK  (bottom)  flattens  the  cornea,  shortening  the  distance 
between  it  and  the  retina,  allowing  light  rays  to  be  focused  correctly. 


Normal  eye 


Focal  point 


Optic  nerve 


Myopic  eye 


Focal  point 


Blurted  image 


Eye  after  radial  keratotomy 


Focal  point 


Incisions 


98 


PERK  study  for  restraint  of  trade. 
Their  claim  was  that  the  study  and 
other  cautions  were  based  less  on 
medical  ethics  than  on  a  desire  to 
keep  private  practitioners  from  doing 
RK  so  that  academic  ophthalmol- 
ogists could  become  expert  and  mo- 
nopolize the  field.  "Imagine  you  have 
this  baby,"  says  Bores,  "and  all  of  a 
sudden  social  workers  zoom  in  and 
say,  'You  can't  hack  it,  we'll  raise  the 
baby.'  You'd  say,  'Wait  a  minute, 
we're  the  natural  parents.'  " 

The  upshot  of  the  suit,  after  much 
negotiation,  is  an  agreement,  which 
must  still  be  approved  by  the  court. 
According  to  it,  the  defendants  will 
pay  $250,000  to  the  doctors  who 
brought  the  suit;  and  Emory  Universi- 
ty's Dr.  George  Waring,  one  of  the 
defendants  and  head  of  the  PERK 
study,  will  release  a  statement  that 
may  suggest  RK  is  an  acceptable  mode 
of  treatment  for  nearsightedness. 

The  AAO  still  considers  radial  ker- 
atotomy an  "investigational  proce- 
dure" with  "presently  uncertain i 
ramifications."  But  that,  too,  may 
change,  since  the  AAO  became  the 
target  of  a  lawsuit — similar  to  the  one 
brought  by  Bores  and  Marmer — filed 
in  Chicago  last  year. 

Where  does  that  leave  people  who 
want  the  surgery?  It's  hard  to  say. 
There's  still  the  historical  back- 
ground. And  some  sound  scientific 
evidence  that  ought  to  make  people  at 
least  a  bit  cautious.  Proponents  of  RK 
argue  that  their  procedure  differs  from 
the  one  used  in  Japan  by  not  destroy- 
ing the  endothelial  cells  of  the  cornea, 
which  keep  the  cornea  transparent, 
allowing  images  to  be  received  by  the. 
retina.  But  early  studies  indicate  a.i 
6%-to-12%  loss  of  endothelial  cells 
after  only  six  months,  although  the 
loss  then  seems  to  stabilize.  Some, 
physicians  aren't  certain  the  problem 
ends  there.  "There's  no  way  anybody 
can  tell  in  a  year  whether  it's  stabi- 
lized," says  Johns  Hopkins'  Stark.  "It: 
really  is  going  to  take  about  20  years 
to  know  whether  the  people  promot- 
ing it  are  right  or  I'm  right." 

If  this  were  some  sort  of  life-pro- 
longing surgery,  the  debate  about 
long-term  effects  might  well  be 
pushed  aside  for  the  short-term  bene- 
fits. But  radial  keratotomy  is  vanity 
surgery,  just  like  nose  jobs  and  breast 
lifts.  The  difference  is,  if  a  doctor 
botches  your  nose,  only  your  pride  is 
hurt.  As  one  physician  put  it,  "If  to- 
day the  only  means  available  for  cor- 
recting myopia  consisted  of  radial 
keratotomy  and  tomorrow  somebody 
invented  glasses  or  contacts,  he'd  win  I 
the  Nobel  Prize  hands  down." 
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OUR  COMPUTING 
WORK  STATION 
IS  PART  OF  A 
PROFITABLE 
DECISION 

Decision  Data  products  like  the  Computing  Work  Station 
helped  increase  revenues  42%  in  1984.  With  total  sales  of  $147  mil- 
lion. And  net  income  rose  to  $7.9  million  or  $1.02  per  common  share. 
This  kind  of  performance  shows  why  Decision  Data  has  been  ranked 
by  several  authorities  as  one  of  the  best  growth  companies  in 
America. 

When  everyone  else  in  the  computer  industry  began  to 
grind  out  copies  of  a  well-known  personal  computer,  Decision  Data 
decided  upon  something  more  original:  the  Computing  Work  Station 
—  a  CRT  terminal  for  the  IBM  34/36/38  and  a  personal  computer 
combined.  It's  a  dual-purpose  device  that  combines  the  power  of  on- 
line computing  with  the  freedom  of  independent  processing.  For  less 
money.  And  in  less  space. 

The  Computing  Work  Station  will  also  do  something  else  for 
you.  It  shows  you  how  Decision  Data  has  maintained  its  high  level  of 
growth  for  so  long.  We've  grown  because  we  sell  more  work  stations, 
printers  and  other  peripherals  compatible  with  the  most  popular 
business  computer  systems  than  any  other  company.  Because  we 
have  International  Computerized  Telemarketing,  Inc.,  a  direct- 
marketing  affiliate.  And  because  we  also  have  a  very  successful 
service  organization,  Decision  Data  Service  Inc.,  for  servicing  our 
equipment  and  other  companies' as  well.  Growing  so  fast  in  the 
maintenance  business  that  we've  just  made  it  a  subsidiary. 
For  more  information  on  our  products  or  a  copy 
of  our  most  recent  financial  statement,  write 

Decision  Data  Computer  Corporation,  Dept.  CU, 
^  400  Horsham  Road,  Horsham,  Pennsylvania 

,**-Vv  19044-0996  or  call  us  at  (215)674-3300. 


Decision 
Data 

Computer 
Corporation 


Technology 


Software 


Faced  with  a  tough  business  decision,  you 
work  the  numbers  over  on  your  spread- 
sheet. But  where  do  you  go  from  there? 


Deus  ex  machina 


By  Ellen  Benoit 


Why  is  growth  assured  in  the 
software   business?   Because 
one  thing  leads  to  another.  No 
sooner  do  accounting  programs  such 
as  Lotus  1-2-3  enable  middle  managers 
to  crunch  numbers  in  more  imagina- 
tive ways  than  a  need  arises  for  com- 
puterized help  with  the  more  concep- 
tual process  of  making  decisions.  So 
the    marketplace    has    responded 
with    software    that    provides    a 
checklist  for  decision  making.  The 
idea  is,  if  you  can  make  the  logic 
of  a  decision  more  transparent, 
it's  easier  to  live  with  the  deci- 
sion that  follows — or  at  least  to 
show  the  boss  how  you  arrived 
at  your  conclusion.  £ 

"Most    software    replaces    '  V 
things  people  did  on  paper," 
notes  Barry  Smith,  market 
ing  vice  president  of  Light- 
year,  Inc.  "Decision-mod- 
eling software  helps  be-       >* 
cause  the  mind  gets  bogged 
down  with  details." 

Lightyear,  a  Santa  Clara, 
Calif,  firm,  is  one  of  a  hand- 
ful of  companies — includ- 
ing Human  Edge  Software 
Corp.  of  Palo  Alto,  Calif, 
and  Thoughtware,  Inc.  of  Coconut 
Grove,  Fla. — selling  software  on  which 
users  can  lay  out  and  compare  ele- 
ments of  a  decision,  such  as  personnel 
needed  for  the  mission,  revenue  or 
profit  anticipated,  etc.  Such  programs, 
which  cost  from  $250  to  $500,  go  by 
many   labels:    decison   aid,    decision 


making,  even  knowledge-based  soft- 
ware. Lightyear  and  Thoughtware 
avoid  calling  their  programs  expert 
systems,  a  label  suggesting  artificial 
intelligence  capabilities.  But  Human 
Edge  does  claim  that  its  Management 
Edge  program  contains  the  expertise  of 
many  management  consultants  and 


dispenses  advice  to  the  user  on  the 
basis  of  his  answers  to  questions  posed 
by  the  program. 

Whatever  the  name  or  claim,  these 
programs  evaluate  alternatives  based 
on  criteria  established  by  the  user: 
which  20  or  30  of  a  possible  1,000 
products  a  company  should  choose  to 
market,  for  example,  or  which  of  a 
dozen  possible  manufacturing  sites — 
figuring,  say,  land  cost  and  labor  qual- 
ity— should  be  selected.  Several  major 
banks  are  evaluating  using  Lightyear's 
program  to  give  all  its  loan  officers  a 
standard  list  of  things  to  look  for — net 
worth,  monthly  income,  other  indebt- 
edness— before  making  a  loan.  The 
idea  is  to  assure  standard  criteria 
throughout  the  bank's  system. 

Trigger,  a  "decision-aid"  program 
from  Thoughtware,  uses  a  "manage- 
ment by  exception"  approach,  which 
recommends  action  when  some- 
thing— a  company's  cash  balance  or  a 
salesman's  performance,  for  exam- 
ple— is  not  acceptable.  Once  a  manager 
loads  his  database  with  the  criteria  for 
running  his  business,  and  keeps  it  up- 
dated, Trigger  will  match  what  accu- 
mulates with  what  is  expected.  If  there 
is  a  discrepancy  between  expectation 
and  reality,  the  program  will  flag  the 
discrepancy. 
Whatever  remedy  the  user  puts  into 
the  program  stays  there  until  the 
next  time  that  problem  comes  up. 
The  action  recommended  by  the 
program  is  modified  by  what  the 
user  has  put  in.  "You  test  expecta- 
tions," explains  Thoughtware 
President  Jack  Levine.  "For  exam- 
ple, the  program  may  suggest  that 
you  drop  leads  you  never  use  or 
that  you  loosen  the  limits  on  a  i 
department  that's  chronically  at 
odds  with  goals." 

How  necessary,  or  even  use- 
ful, are  such  programs?  "This  is 
not  for  small  decisions  that  you 
should  just  make  without  dis- 
cussing," says  Lightyear's 
Barry  Smith,  "and  it  isn't  for 
very  complex  decisions,  like 
how  to  run  your  petroleum 
refinery."  But  decision-aid 
sof-tware  can  help  to  make  up 
for  the  failings  of  human 
memory. 

"No  question  about  it, "  says 
Thoughtware 's  Jack  Levine, 
"people  have  convenient 
memories.  When  something  goes 
wrong,  you  don't  always  remember 
what  caused  it  last  time  or  what  you  did 
about  it." 

Computers,  of  course,  don't  write 
things  down  on  scraps  of  paper  and 
then  lose  them. 
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THE  BIG  THREE  IN  BUSINESS 

SOFTWARE.  BEFORE  YOU  BUY, 

SEE  HOW  THEY  RUN. 


Run  their  general  ledger.  Their  payroll  /personnel. 
Their  entire  product  line  of  financial  and  human  resources 
software.  Run  the  packages  on  your  mainframe  and  link 
them  to  your  PC's.  Run  them  together  and  see  if  they 
work  together. 

We  believe  you'll  discover  that  two 
of  the  big  three  offer  the  mere  appear- 
ance of  integration,  while  one  offers 
the  real  thing.  Millennium.  A  true 
family  of  systems  in  which  the 
whole  works  as  smoothly 
as  any  part.  In  which  every  package  has  the 
same  query  mechanism,  the  same  report 
writers,  the  same  screen  generation, 
the  same  on-line  documentation, 
security  and  real-time  capabil- 
ities. Giving  you  more  efficiency 
than  ever  before  from  all  your  data  processing  resources. 
Of  the  big  three  in  software,  who's  blind  to  integration 
and  who's  not?  When  you  see  how  they  run,  you'll  know 
the  answer. 

McCORMACKa  DODGE 


McCormack&  Dodge 

McCormack  &  Dodge ,  1225  Worcester  Road,  Natick,  MA  01760  Sales  and  support  offices  throughout  3<aniawio, 

North  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329  B8  Tt.cV/nj.Bcadstrcdcocpon.tion 


Personal  Affairs 
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The  personal  computer  wont  make  you  a 
better  stock  picker,  but  it  can  give  you  a  lot 
of  information  fairly  fast.  How  well  you 
use  it  depends  on  you. 

The  electronic 
edge 


By  Janet  Bamford 


How's  this  for  a  Perfect 
Squelch? 
Your  broker  calls,  pitching 
a  stock  you've  never  heard  of.  You 
hear  phrases  like  "unique  opportuni- 
ty" and  "hold  until  it  doubles."  Mean- 
while, you're  wondering  if  this  is  the 
firm's  special  of  the  day  or  if  the 
broker  is  late  on  his  Ferrari  payments. 

But  instead  of  listening  passively  to 
your  broker's  polished  spiel,  you  turn 
to  your  personal  computer  and  tap 
through  to  your  favorite  database.  "I 
don't  feel  very  good  about  that  one, 
Joe,"  you  say.  "The  stock's  already 
trading  near  its  52-week  high,  and 
earnings  estimates  were  revised 
downward  just  last  week.  The  price/ 
earnings  ratio  is  sky- 
high,  compared  with 
other  companies  in  the 
same  industry.  Besides, 
I  see  that  the  entire 
board  of  directors  has 
the  same  last  name.  It 
just  doesn't  sound  like 
something  I'm  inter- 
ested in." 

Superior  gamesman- 
ship? Sure.  But  a  lot 
more.  Electronic  in- 
vesting is  an  idea 
whose  time  has  almost 
come.  In  the  ten  years 
since  May  Day  when 
fixed  brokerage  com- 
missions died  and  dis- 
count brokerage  took 
off,       microcomputers 


Checking  the  portfolio 
Watch  the  line  charges 


and  stock  market  databases — and  the 
software  programs  to  manipulate 
them — have  proliferated.  Major  dis- 
counters like  Charles  Schwab  and  Fi- 
delity Brokerage  Services  make  it 
even  more  compelling  for  investors  to 
go  electronic  by  offering  computer- 
ized trading.  With  a  personal  comput- 
er you  can  tie  into  a  discounter  24 
hours  a  day,  seven  days  a  week,  and 
place  buy  and  sell  orders  at  any  time. 
As  an  added  sweetener,  some  brokers 
also  sell  databases  at  cut  rates. 

The  number  of  takers  is  at  that  fas- 
cinating point  on  the  growth  curve: 
too  big  to  be  ignored  but  still  small 
enough  to  lull  the  complacent.  Link 
Resources,  a  New  York  City  market 
research  firm,  surveyed  a  sample  of 
the  8.7  million  U.S.  households  own- 
ing computers  and 
found  that  10%  are  tap- 
ping into  databases  for 
all  kinds  of  informa- 
tion— including  invest- 
ment data.  Another 
17%  said  they  are  in- 
terested in  doing  so  by 
year-end.  Of  those 
polled,  7%  said  they 
were  specifically  inter- 
ested in  using  their 
computers  for  financial 
transactions,  including 
stock  trading. 

There  are  other  sign- 
posts: The  American 
Association  of  Individ- 
ual Investors  set  up  a 
computer  investing 
group  2'/2  years  ago.  It 


now  counts  20,000  members.  Less 
than  a  year  ago  there  were  eight  re 
gional  groups  in  the  U.S.  Today  there 
are  nearly,  three  times  that  number. 

What  do  electronic  investors  use 
their  computers  for?  And  should  yoi 
get  in  on  it?  Probably. 

The  basic  bookkeeping  chores- 
keeping  track  of  the  value  of  you: 
portfolio,  noting  the  current  tax  sta 
tus  of  your  stocks,  alerting  you  whei 
dividends  are  due,  measuring  you 
portfolio's  performance  against  th( 
Dow  or  some  other  index— are  nov 
pedestrian  stuff.  (Some  investor: 
swear  that  function  alone  makes  th< 
cost  of  their  computers  well  worth  it. 
Investors  went  on  from  there  to  usi 


cr.ppcg    mava    ioae 


Gellie-Figaro/Gamrru-Liaison 


The  floor  of  the  New  York  Stock  Exchange 
A  video  computer  enhanced  the  original  photo.  The  technique  is  called  pixelation. 


the  computer  for  technical  analysis. 
The  mathematical  calculations  and 
endless  charting  by  which  technical 
analysts  track  statistical  trends,  look- 
ing for  buy  and  sell  signals,  make  the 
job  a  natural  for  computers. 

But  recently,  with  so  much  addi- 
tional information  available  from  var- 
ious databanks,  even  once-timid  souls 
have  been  able  to  use  computers  for 
solid,  fundamental  analysis. 

Dow  Jones  News/Retrieval,  for  ex- 
ample, pools  several  different  infor- 
mation banks  to  provide  subscribers 
with  news  reports,  current  and  his- 
torical stock  quotes,  fundamental 
data  on  over  4,000  companies,  infor- 
mation from  public  filings  (including 


10-Ks),  news  of  tender  offers,  extracts 
from  proxy  statements  on  9,400  pub- 
lic companies,  and  highlights  of 
weekly  analyst  investment  research. 

The  stuff  of  yesterday's  futurist  fan- 
cies is  now  commonplace  fact  for  tens 
of  thousands  of  investors  with  a  per- 
sonal computer,  a  modem  and  a  tele- 
phone. Thinking  of  buying  stock  in 
Exxon?  They  are  getting  news  on 
Exxon  that  came  across  Dow  Jones' 
news  service  as  recently  as  90  seconds 
before,  as  far  back  as  three  months. 
The  oil  industry?  They  are  calling  up 
the  headlines  on  just  that  group. 

Dow  Jones  has  plenty  of  competi- 
tion, too.  CompuServe,  an  informa- 
tion utility  based  in  Columbus,  Ohio, 


offers  Standard  &  Poor's  analyses,  a 
Value  Line  database,  historical  stock 
price  quotes  and  volumes  back  to 
1974.  Another  competitor,  Source 
Telecomputing  Corp.,  can  serve  up 
Media  General  stock  analyses  and  ab- 
stracts from  leading  business  periodi- 
cals, as  well  as  research  reports  from 
38  brokerage  firms.  Warner  Computer 
Systems  offers  current  prices  for 
16,000  corporate  bonds  and  certain 
municipal  bonds,  consensus  earnings 
forecasts  for  3,000  companies  and 
fundamental  information  on  6,000 
companies  dating  back  20  years. 

Then  there  are  off-line  databases, 
which  come  to  you  in  the  form  of 
disks,  mailed  every  month  or  so.  Prod- 
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ucts  like  Standard  &  Poor's  Stockpak 
II  and  Value  Line's  Value/Screen  al- 
low you  to  search  for  a  group  of  stocks 
that  might  fit  whatever  criteria  you 
choose.  Interested  in  companies  with 
a  price/earnings  ratio  under  10  that 
have  a  five-year  earnings-per-share 
growth  record  of  20%  ?  Bingo. 

Will  such  tools  make  you  a  match 
for  a  professional  money  manager? 
No,  but  they  will  put  the  smart  ama- 
teur and  the  average  professional  on 
more  even  ground. 

"Even  if  you  subscribe  to  Value 
Line,  it's  difficult  to  go  through  and 
read  about  1,700  different  stocks," 
says  Norm  Nicholson,  the  editor  of 
the  Computerized  Investing  newsletter, 
published  by  the  American  Associ- 
ation of  Individual  Investors.  "But 
with  a  stock  screening  program  you 
can  do  the  kind  of  analysis  that  has 
been  done  by  money  managers  and 
portfolio  managers  for  years. 

"The  only  advantage  brokerage 
firms  have  is  the  information  an  ana- 
lyst gets  when  he  calls  or  visits  the 
corporate  treasurer,"  says  Nicholson. 
You  can  often  get  the  same  analysts' 
reports  on  line,  he  notes,  soon  after 
the  broker's  institutional  clients. 

Fine.  You  have  the  whole  world  at 
your  fingertips.  Now  what? 

If  the  next  question  is,  can  all  of 
these  data,  and  state-of-the-art  soft- 
ware and  hardware,  really  give  you  an 
edge  in  the  market,  the  answer  is  cer- 
tainly no.  Stock-picking  is  an  art.  As 
in  any  art,  though,  performance  im- 
proves if  the  artist  has  good  tools. 

There  is  a  better — or  at  least  a  more 
realistic — question.  Can  the  hardware 
and  software  now  available  put  you 
on  the  same  starting  line  as  most  oth- 
ers in  the  market?  The  answer  is  yes, 
if  you  do  it  right. 

David  Hall,  42,  a  retired  Control 
Data  executive,  has  no  doubt  that  his 
Zenith  IBM-compatible  computer  has 
earned  its  keep.  On  a  recent  morning 
Hall  checked  in  on  the  market,  as  he 
does  two  or  three  times  daily  when 
trading  options.  He  found  from  the 
real  time  quotes  he  gets  (no  15-min- 
ute  delay;  that  Teledyne  had  dropped 
5  points.  He  was  holding  put  options 
in  the  stock  and  had  been  showing  a 
$2,000  paper  loss.  He  sold  the  options 
and  turned  a  $2,000  loss  into  a  $3,000 
gain.  "I  paid  for  all  the  computer  ser- 
vices I  could  possibly  us,  this  month 


Options  player  Robert  Goff  and  friend 
Quicktrieve  instead  of  on  line. 


with  that,"  says  Hall.  "If  I  had  waited 
to  read  the  newspaper,  I  could  have 
missed  it." 

John  Zaroslinski,  a  retired  vice 
president  of  research  at  a  Chicago 
health  supply  company,  augments  his 
broker's  ideas  with  his  own  research. 
Zaroslinski  has  used  Value/Screen, 
Value  Line's  stock  screening  program, 
to  identify  stocks  he  might  be  inter- 
ested in.  Because  he  is  familiar  with 
the  industry,  Zaroslinski  watches 
health  care  companies.  "I  like  to  see  a 
company  whose  percentage  growth  is 
perhaps  twice  the  price/earnings  ra- 
tio. I  bought  Genovese  Drugs  at 
around  1 1,  and  it  is  up  to  l3Vi." 


Sometimes  microcomputers  can  | 
earn  their  keep  by  virtually  forcing 
investors  to  do  their  homework— 
since  it  is  a  lot  easier  to  do  electroni- 
cally. Consider  David  Hall's  Saturday 
morning  routine.  He  turns  on  the 
computer  and  checks  Dow  Jones 
News/Retrieval  to  see  if  he  has 
missed  any  news  in  the  industries  he 
follows.  Hall  also  looks  into  specific 
stocks.  "If  I've  seen  something  in  Bar- 
ron's that  morning  that  interests  me,  I 
can  go  from  never  having  heard  of  a 
stock  to  having  a  fairly  good  under- 
standing of  the  basics  of  the  company 
and  the  stock  performance  within  a 
half  hour,"  he  says.  He  checks  other 
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Tools  for  heavy  hitters 


Serious  individual  traders,  thanks  to  breakthroughs 
in  technology,  have  their  best  shot  ever  at  getting  on 
the  same  starting  line  with  the  pros.  Whether  at  home 
or  on  the  racquet  ball  court,  they  can  now  get  market 
information  previously  available  only  on  professional- 
level  systems  costing  thousands  of  dollars  more.  Below, 
some  state-of-the-art  hardware  and  software  for  heavy 
hitters. 

On  the  move 

The  Pocket  Quote  Pro  ($395),  a  hand-held  FM  sideband 
receiver  from  Telemet  America,  Inc.  of  Alexandria,  Va. 
that  monitors  up  to  160  preselected  stocks  (expandable 
to  320).  For  another  $49  for  the  Pro  Connection  and  $89 
for  Personal  Gains  software,  you  can  interface  the  Pock- 
et Quote  Pro  with  your  IBM  or  IBM-compatible  person- 
al computer.  The  Pocket 
Quote  can  download  data  into 
any  electronic  spreadsheet 
that  accepts  Data  Interchange 
Format  (DIF)  files.  The  annual 
subscription  fee  for  all  stocks 
(except  the  two  smaller  Nas- 
daq lists),  options  and  com- 
modities is  $299.  For  real-time 
quotes,  instead  of  the  15-min- 
ute  delay,  you  must  also  pay 
extra  exchange  fees,  which 
range  from  $24  a  year  for  op- 
tions to  $720  a  year  for  Chica- 
go Board  of  Trade  futures.  In 
addition,  you  can  subscribe  to 
UPI  business  news  bulletins 
for  $120  a  year  and  Accu- 
Weather  forecasts  for  $24  a 
year.  Telemet  America  cur- 
rently broadcasts  in  14  cities 
and  plans  to  add  3  to  4  more  by 
summer. 

The  Quotrek  ($399.95)  by  Da- 
taspeed,  out  of  San  Mateo,  Cal- 
if., monitors  common  stocks 
on  the  major  exchanges,  most 
futures  exchanges  and  stock 
options.  The  annual  subscrip- 
tion fee  is  $360  a  year  for  one 
exchange  and  $  120  for  each  ad- 
ditional exchange.  Options 
quotes  will  cost  you  another  $240  annually.  Since  Data- 
speed  offers  only  real-time  rather  than  15-minute-de- 
layed  prices,  additional  exchange  fees  are  also  required. 
The  Quotrek,  unlike  the  Pocket  Quote,  does  not  signal 
when  there  is  news  on  a  stock  in  your  portfolio.  Howev- 
er, you  can  tune  in  any  Quotrek  in  any  city  in  which  the 
service  is  offered.  The  Pocket  Quote,  with  its  locked-in 
tuning,  can  be  used  in  only  one  specific  city  as  is;  a 
special  $50  module  gives  you  some  extra  flexibility. 

For  den  or  office 

The  Radio  Exchange  ($279).  If  portability  isn't  important, 
there's  Telemet  America's  Radio  Exchange,  which 
feeds  data  directly  into  a  personal  computer.  Radio 
Exchange  will  monitor  328  issues  (a  cheaper  version,  at 
$199,  can  monitor  72  issues),  and  it  can  interface  direct- 
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Pocket  Quote  Pro  monitors  stocks  via  FM  radio 


ly  with  Lotus'  1-2-3  and  Symphony. 

The  Modio  ($549.95).  Since  the  Quotrek  cannot  be 
interfaced  with  a  personal  computer,  Dataspeed  came 
up  with  the  Modio,  which  can  dump  250  issues  into 
memory  and  allow  you  to  view  18  at  a  time.  As  with  the 
Pocket  Quote  Pro  and  Radio  Exchange,  you  can  set 
limit  alerts  with  it.  Subscription  cost:  $960  a  year  for 
professional  use,  $600  for  nonprofessional  use. 

Satellite  services 

For  more  information  at  often  faster  speeds,  a  satellite 
dish  can  be  placed  on  your  roof  or  in  your  office  or  home 
window — provided  there's  a  clear  shot  toward  the  satel- 
lite. But  note:  Satellite  dishes  can't  receive  in  some 
crowded  urban  environments,  so  most  such  services 
also  use  alternate  delivery  systems,  such  as  telephone 
lines  or  sideband  FM. 

PC  Quote.  For  under  $300  a 
month  plus  exchange  fees, 
Chicago-based  PC  Quote  will 
set  you  up  with  a  yearly  sub- 
scription, rental  satellite  dish 
and  decoder.  PC  Quote's  in- 
stallation fee  for  a  roof  or  out- 
door antenna  generally  runs 
around  $500. 

The  PC  Quote  service  deliv- 
ers detailed  trade-by-trade  in- 
formation on  from  700  to  more 
than  20,000  stocks,  options  and 
commodities.  An  extra-cost  PC 
Quote  option  is  a  small  spread- 
sheet that  continually  updates 
your  portfolio. 

MiRateFinder.  Security  Pacif- 
ic Market  Information,  a  sub- 
sidiary of  Security  Pacific 
Corp.,  offers  MiRateFinder, 
with  real-time  quotes  and  rates 
on  money  markets,  govern- 
ment securities,  foreign  curren- 
cy exchange,  metals  and  fu- 
tures. It  can  be  delivered  by 
satellite  or  FM  sideband.  Users 
can  build  up  a  historical  data- 
base and  do  sophisticated  chart- 
ing and  graphing.  Software  is 
available  for  running  MiRate- 
Finder on  IBM  PCs,  compatibles  or  Security  Pacific 
Market  Information's  microprocessors.  MiRateFinder 
starts  at  $290  a  month  and  goes  to  $1,500. 

The  Analyst.  Commodity  News  Services  of  Knight- 
Ridder  Business  Information  Systems  delivers  the  Ana- 
lyst, a  commodity  futures  pricing  service,  by  satellite  or 
telephone.  In  addition,  Analyst  provides  news  bulletins 
on  commodities.  The  service  starts  at  $325  for  those 
with  their  own  PC  equipment  and  software  and  runs  up 
to  about  $750  a  month  for  the  top-of-the-line  service 
with  equipment  leased  from  Commodity  News.  Ex- 
change fees  are  additional. 

Satellite-receiving  systems  are  too  expensive  for  the 
average  investor.  But  heavy  hitters  will  gauge  their  cost 
against  the  proceeds  of  a  timely  trade. — Steve  Kichen 


FORBES,  MAY  6,  1985 


10S 


WEIL  ALWAYS 
BE  RIGHT 

WHERE  YOU 
WANT  US. 

Every  7  days  we  open  a  new  hotel  in  a  place  you  need  to  be. 
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XjLs  the  world's  hotel  leader,  we're  creating 
more  hotels  in  more  of  the  places  you  want. .  An 
cities  and  towns,  near  airports, 
business  centers  and  resorts. ..with 

more  than  50  Holiday  Inn9  hotels 
opening  this  year  in  the 
most  convenient  locations. 

1700  Holiday  Inn  hotels,  built 
right  where  you  need  them  ...in 
\  \\  exciting  resorts  and  on  secluded  beaches, 
\\\  near  convention  facilities,  in  quiet 
IV  countrysides  and  major  capitals  all  around 
I    \\  the  world. 

\     \  1       We're  building  hotels  in  the  best  locations, 
\   Pi  making  Holiday  Inn  "a  better  place  to  be."SM 
Business  travelers  agree:  when  naming  their 
first  choice  in  lodging,  they  choose  Holiday  Inn 
hotels  number  one  over  all  competitors.  Which 
makes  1-800-HOLIDAY  the  number 
to  call  for  all  your  travel 
reservations. 


hi, 

A 

L 

HOLIDAY  INN.9  A  BETTER  PLACE  TO  BE. 
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databases  as  well:  Media  General  to 
see  how  the  stock  has  done  compared 
with  others  in  its  industry;  Disclo- 
for  the  company's  latest  SEC 


sure, 


filings;  and  Zacks  earnings  estimates. 

"I'm  not  motivated  enough  to  do 

this  at  the  library,  so  this  isn't  merely 

making  something  easier.  I  wouldn't 


have  done  it,"  says  Hall.  His  research 
has  paid  off — especially  in  bolstering 
his  confidence  to  hold  good  stocks  in 
bad  times.  "I  analyzed  the  food  indus- 
try and  decided  Wendy's  was  a  good 
buy.  I  bought  it  at  17.  The  price  start- 
ed to  drop,  so  I  continued  to  check  on 
it,  and  I  could  see  everything  was  still 


How  to  get  access  to  the  electronic  libraries 


There  are  now  dozens  of  databases  that  even  a  modest 
investor  can  afford.  Below,  a  sample  of  some  of  the 
largest  and  best  known. 

Watch  for  the  extra  charges  sometimes  associated 
with  databases:  additional  fees  for  specific  reports, 
telecommunications  network  charges.  Operating  dur- 
ing evenings  or  on  weekends  is  the  easiest  way  to  save. 
Charles  Schwab,  for  instance,  estimates  that  during 
non-prime-time  hours  it  costs  about  40  cents  to  update 


the  stock  prices  of  15  securities  and  about  $3.80  to 
receive  a  full  report  on  a  company.  One  suggestion  for 
keeping  costs  down:  Check  to  see  if  a  database  will  let 
you  periodically  monitor  the  bills  you  are  running  up. 
Two  sources  for  more  information  on  databases:  the 
American  Association  of  Individual  Investors  (612  N. 
Michigan  Ave.,  Suite  317,  Chicago,  111.  60611)  and  the 
American  Association  of  Microcomputer  Investors 
(P.O.  Box  1384,  Princeton,  N.J.  08542).— J.B. 
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Selected  features  and  fees} 


On-line  trad- 
ing capacity 


Fees* 


CompuServe 

(H&R  Block) 

PO  Box  20212 

5000  Arlington  Centre  Blvd 

Columbus,  Ohio  43220 

800-848-8199 

614-457-0802  (Ohio) 

P:  M-F  8am-6pm 


P:  $0.10  each      Disclosure  II  (SEC  filings,  company  profiles, 

NP:  $0.02  each   addl  $2-$10  per  co| 

Historical  Disclosure/Spectrum  (stock  ownership  data, 

(addl  $0.03-         addl  $13-$34  per  co) 

$1.25  each)  IBES  (earnings  estimates,  addl  $0.50-$2  per  co) 

Standard  &  Poor's  Summary  Reports  ($0.25  each| 
Value  Line  Data  Base  II  (co  &.  industry  financial 
data,  addl  $0.10-$1.60  per  co| 


Quick  &  Executive  Informa- 

Reilly  tion  Service 

Max  Ule  $69.95  initial  fee 

&  Co  $10  monthly  minimum 

Connect  time: 
P:  $0.25/min 
NP:  $0.21/min 


Dow  Jones  News/Retrieval 

PO  Box  300 
Princeton,  NJ  08540 
800-257-5114 
609-452-1511  (NJ, 
Can,  Hawaii,  Alaska) 
P:  M-F  6am-6pm 


Real  time  Dow  Jones  News,  Wall  St  Journal,  Barron's 

(addl  $12.50/  P:  $2.40/min,  NP:  $0.40-$2.40/min 

mo|  Disclosure  II  (P:  $5,  NP:  $2  addl  per  co) 

Historical  Corporate  Earnings  Estimator 

All  quotes:  Media  General  (co  &  industry  financial  data) 

P:  $1.80/min  Standard  &  Poor's  Online  (profiles  4,600  cos) 

NP:  $0.30/min  Data  above:  P:  $2.40/min,  NP:  $1.80/min 


None  Standard  membership: 

$75  initial  fee  or 
purchase  of  Dow  Jones 
software  package; 
all  other  charges 
at  left 


National  Computer  Network 

1929  North  Harlem  Ave 
Chicago,  111  60635 
312-622-6666 
P:  M-F  9am-7pm 


Real  time  Media  General  Market  File  (price,  balance  sheet 

(display)  &  income  data,  basic  ratios  for  4,000  cos) 

$600/mo  NP:  $1.37/min.  Not  available  in  prime  time. 

$0.13/min  Specialized  databases  allow  users  access  to  analytical 

connect  programs  as  well  as  raw  data.  Services  include 

Historical  OPTDAT  (options),  COMDAT  (commodities), 

P:  $0.16/min  FISCAL  (stocks,  bonds,  mutual  funds),  Media  General 

NP:  $0.20/min  (fundamental  data  and  market  data  for  4,000  cos| 

connect  Extra  central  processing  unit  charges  and 

Addl  CPU  data  storage  fees 

charges 


None  Nite-Line  (raw  data  only) 

$30-$75  initial  fee 
Connect  time: 
P:  $0.43/min 
NP:  $0.25/min 
For  OPTDAT, 
COMDAT,  FISCAL  and 
Media  General — Con- 
nect time:  P:  $0.27/min 
NP:  $0.20/min 
Additional  charges  apply 


Schwab  Technology  Services 

(Charles  Schwab  &  Co) 

101  Montgomery  St 

San  Francisco,  Calif  94104 

415-627-7000 

800-334-4455 

P:  M-F  6am-6pm 


Real  time  Dow  Jones  News:  P:  $2.04/min,  NP:  $0.34/min 

(addl  $18.50/mo)Standard  &.  Poor's  MarketScope  (market  news  and 


Charles 
Schwab 


Historical  commentary  $36/yr,  $1.50/15  pgs  viewed  addl) 

All  quotes:  Company  Profile  Reports  (incl  co  description,  income 

P:  $1.53/min       and  balance  sheet  data,  stock  market  data,  estimated 
NP:  $0.25/min    earnings  for  over  4,600  companies,  $3.50  each  co  addl) 
Dow  Jones  News/Retrieval  (all  info  available  except 
news  and  quotes)  P:  $1.53/min,  NP:  $0.25/min 


Requires  purchase 
of  $199  software 
package 


The  Source  Real  time  Research  reports  from  38  US  and  foreign  invest-  Spear  $49.95  initial  fee 

(Reader's  Digest)  (addl  $20/mo)      ment  banking  firms  (P:  $1.50/min,  NP:  $0.75/min,  Securities         Connect  time: 
1616  Anderson  Road                                                 per  report  pg:  $4.50.  Fees  include  on-line  charges.)  P:  $0.43  min 

McLean,  Va  22102  Media  General  Stockvue  (fundamental  data  on  NP:  $0.18/min 

800-336-3366  3,100  cos)  P:  $0.75/min,  NP:  $0.63/min  addl  $10  monthly 

703-821-6666  (Va)  Portfolio  management  features  minimum 

P:  M-F  7am-6pm  Access  to  various  news  services 


Warner  Computer  Systems 

1  University  Plaza 
Suite  300 

Hackensack,  NJ  07601 
800-626-4634 
P:  M-F  8am-6pm 


Historical  Exchange  Master  (pricing,  dividend,  earnings  data  None  $48  initial  fee 

P:  $3/min  on  over  20,000  securities  for  last  10  yrs)  Connect  time: 

NP:  $1.20/min    Disclosure  II  (addl  $1.50-$3  per  co  or  $0.10  per  item)  P:  $1.70/min 

Options,  municipal  bonds,  corporate  bonds  NP:  $0.60/min 

Financial  data  on  16,000-20,000  cos 


*P:  Prime  time.     NP:  N'onprime  time.     Nonprime  includes  weeknights,  weekends,  holidays.     tEach  has  delayed  quotes     ^Except  where  noted,  fees  in  addition  to 
connect  time  charges     "Fees  in  per-minute  charges.  Some  bill  by  hour  or  second  and  give  volume  discounts.  All  rates  for  1 200  baud  modem;  300  baud  may  be  lower. 
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Retired  executive  David  Hall 

Sell  Teledyne.  hold  on  to  Wendy's. 

fundamentally  strong.  Now  it's  split; 
I  have  30%  more  stock,  and  it's  trad- 
ing at  \7Vi,"  says  Hall. 

Electronic  investing  has  its  dangers. 
Like  buying  a  Porsche  that  seduces 
you  to  drive  too  fast,  having  instant 
access  to  market  information  can 
tempt  you  to  trade  stocks  too  quickly. 

Also,  it's  easy  to  ascribe  too  many 
powers  to  your  personal  computer, 
because  it  can  access  and  manipulate 
data  so  quickly.  Some  software  sup- 
pliers prey  on  investors  who  expect 
too  much.  "You'll  learn  how  to  win  in 
both  bull  and  bear  markets,"  touts  an 
ad  by  Summa  Technologies,  maker  of 
Winning  on  Wall  Street,  a  technical 
analysis  program. 

"We  try  to  keep  people  from  think- 
ing that  the  computer  per  se  is  going 
to  lead  to  profitability.  It  makes  avail- 
able the  theories  and  techniques  that 
have  always  been  around,  but  which 
now  can  be  put  to  use  instantaneous- 
ly," says  Norm  Nicholson. 

Nicholson  recently  tested  a  techni- 
cal analysis  system  that  claims  to  sig- 
nal when  to  buy  or  sell  stock.  He  ran  a 
computer  test  on  a  simple  moving 
average  system,  in  which  the  investor 
would  buy  (or  sell)  on  the  Dow  Jones 
65  Stock  Index  if  the  daily  price  line 
crossed  a  moving  average  on  the  up- 
swing (or  downswing).  Over  the  six- 
month  period  he  tracked  the  system, 
it  did  seem  to  generate  profits.  A  fool- 
proof system?  Not  quite.  When  even  a 
low  commission  was  figured  into  the 
equation  (0.5%,  or  $50  on  a  $10,000 
trade),  at  no  time  was  a  profit  realized. 
"It's  helpful  to  know  that  IBM  tends 
to  outperform  the  market  in  both  up 
and  down  markets,"  says  Nicholson, 
"but  I  warn  people  against  relying  on 
buy  and  sell  signals." 

And  there  is  the  price.  A  setup  in 
your  den  is  probably  going  to  run 
$3,000  for  the  computer  and  the  peri- 
pherals. Software  programs  run  any- 
where from  $10  to  hundreds  of  dol- 
lars. Database  prices  are  not  as  high  as 
you  might  think  (see  table),  or  at  least 


Stock  data  by  the  satellite  dishful 
Narrowing  the  professional's  edge. 

they  can  be  controlled  by  tapping  in 
only  after  hours.  "I  can  go  on  line 
during  the  day  and  within  ten  min- 
utes know  everything  there  is  to 
know  about  a  stock  for  $8  to  $10.  At 
night  it  would  be  $3  to  $5,"  says  Tom 
Meyers,  president  of  the  American 
Association  of  Microcomputer  Inves- 
tors and  an  active  options  trader.  "It's 
a  small  price,  considering  your  com- 
missions and  how  much  money  you 
might  be  putting  into  something." 

But  Robert  Goff,  a  Reno,  Nev.  com- 
puter salesman,  is  a  good  example  of 
what  can  happen  when  an  investor 
forgets  to  keep  an  eye  on  the  clock.  To 
help  with   his   options   trading,   he 


hooked  up  to  The  Source  and  ran  up 
hefty  bills  before  he  became  familiar 
with  the  service.  "I  dropped  it  right 
then  and  there,"  says  Goff.  Now  he 
orders  Quicktrieve  diskettes  of  op- 
tions data  through  the  mail. 

Should  you  plug  in?  Generally 
speaking,  the  less  active  you  are,  the 
less  it  makes  sense  to  go  electronic. 
But  for  those  who  devote  a  fair 
amount  of  time  to  stock  trading  and 
who  enjoy  the  game,  a  computer  can 
put  a  lot  of  information  at  your  finger- 
tips. Whether  that  information  will 
be  helpful  will  depend  more  on  how 
you  use  it  than  on  how  powerful  your 
computer  may  be.    ■ 
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A  lot  of  young,  ambitious  women  have 
their  sights  set  on  Wall  Street.  What  does  it 
take  to  succeed  there? 

"No  time  to  waste 
on  nonsense" 


By  John  A.  Byrne 


F|  orbes  recently  invited  half  a 
dozen  women  who  have  suc- 
ceeded on  Wall  Street  to  discuss 
their  own  careers  and  thoughts  on 
what  it  has  taken  to  make  it  there. 

The  women,  who  gathered  in  New 
York  City  at  investment  adviser  Dud- 
ley &  Wilkinson,  span  several  genera- 
tions. The  eldest  was  75-year-old  Isa- 
bel  Benham,    president   of    Printon, 
Kane  Research,  Inc.  and  a  top  railroad 
company  analyst  on  The  Street. 
She  began  her  career  as  a  statisti- 
cian in  1934  and  is  the  oldest  ac- 
tive  member  of   the   64-year-old 
Women's  Bond  Club  of  New  York. 

The  youngest  participant  was 
33 -year-old  Cheryl  Grandfield,  a 
partner  with  investment  counsel 
Brundage,  Story  &  Rose.  She  is  the 
current  president  of  the  Women's 
Bond  Club. 

The  others  were  Zita  Milieu,  a 
Merrill  Lynch  vice  president  and 
senior  portfolio  manager  who 
joined  Merrill  in  1953;  Claire 
Longden,  46,  first  vice  president 
and  a  top  producer  at  Butcher  & 
Singer  who  in  1984  was  named  fi- 
nancial planner  of  the  year  for  the 
northeastern  region  by  the  Insti- 
tute of  Certified  Financial  Plan- 
ners; Beverly  O'Grady,  43,  a  vice 
president  of  Dudley  &.  Wilkinson; 
and  Phyllis  Benedetto,  38,  director 
of  municipal  research  at  Glicken- 
haus  &  Co. 

Do  you  have  to  be  "one  of  the  boys" 
to  succeed  on  Wall  Street? 
Grandfield:  A  lot  of  young  women 
believe  it,  but  I  never  found  that  to 


be  the  case.  You  have  to  work  real 
hard.  And  to  the  extent  you're  travel- 
ing with  men,  you  have  to  be  able  to 
get  along  with  them.  But  you  also 
have  to  be  a  reasonable  professional, 
which  generally  means  not  letting 
your  hair  down  all  the  way.  It  means 
you  don't  slide  into  too  casual  a  con- 
versation after  having  three  drinks  at 
the  bar.  It's  better,  of  course,  if  you 
don't  have  three  drinks. 
Benham.  In  my  day,  we  wore  white 
gloves  and  hats.  Some  women  seem  to 


think  they  can  get  ahead,  aside  from 
being  smart,  by  being  able  to  swear, 
drink  and  tell  dirty  stories  with  the 
boys.  You  didn't  play  around  with  the 
boys  in  1934.  And  it's  not  necessary 
today,  in  my  opinion.  I  have  worked 
with  a  lot  of  men  and  never  once  have 
they  sworn  in  front  of  me  at  meetings. 

Some  women  believe  they  have  to  be  bet- 
ter than  men  to  be  considered  equal  on 
Wall  Street,  maybe  30%  better.  True? 
Grandfield:  It's  actually  28%  or  25%. 
[Laughter]  But  seriously,  Wall  Street 
is  wonderfully  bottom-line  oriented, 
and  it  will  not  pass  up  people  with 
talent  and  brains  if  they  can  make 
money. 

O'Grady.  If  you're  an  investor  in  the 
market,  the  market  doesn't  have  a 
gender.  It  recognizes  talent,  and  it's 
easy  to  tell  because  when  you  invest 
it  either  goes  up  or  down. 

Have  any  of  you  had  to  deal  with  dis- 
crimination on  Wall  Street?  If  so,  how? 
Grandfield:  You  ignore  it  until  it  gets 
overt  enough  that  it  really  becomes  an 
obstacle.  Then  you  deal  with  it  up: 
front.  Not  in  a  nasty,  obnoxious  on 
tearful  way,  and  you  don't  take  it  pert  i 
sonally.  You  just  say,  "Hey,  let's  get 
past  this.  It's  not  doing  anyone  any 
good,  and  it's  a  diversion."  But  it  hard  I 
ly  ever  happens.  As  a  matter  o:> 
fact,  the  only  time  I  ever  lost  i 
client  for  being  a  woman  is  when  i 
had  an  elderly  woman  as  a  client 
She  had  made  her  career  in  a  man'; 
world  and  only  trusted  a  man': 
judgment. 

But  surely  there  are  differences  today 
Benljam:  One  big  difference,  o 
course,  is  you  get  ahead  faster  to 
day.  Today's  young  girls  would  fee. 
sorry  for  me  because  it  took  me  3( 
years  to  become  a  partner.  If  you'r 
not  a  partner  in  5  today,  why 
you're  nobody.  I  made  my  mos 
money  in  the  last  10  years,  after 
turned65.  A  $100,000  salary  toda 
is  nothing  for  any  of  us.  When 
became  a  partner  20  years  ago  I  go 
about  $20,000  a  year. 
Benedetto:  In  the  old  days,  no  on 
talked  about  a  career  path.  You  ei 
ther  loved  your  job  or  didn't. 
Millett:  Going  back  several  year; 
women  were  mainly  in  the  xt 
search  end  of  the  business.  In  coi 
porate  or  public  finance,  you  ha 
mostly  men.  They  got  the  deals.  I 
the  last  ten  years,  women  hav 
come  into  the  investment  bankin 
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OUR  CLASSIC  LUXURY  TOUR 

OF  PARIS 


Live  like  an  aristocrat 
in  Paris,  at  a  surprisingly 
affordable  price.  Start  your 
weeklong  Paris  Aristocrat 
Tour  with  outstanding  cui- 
sine in  Air  France  Le  Club, 
Premiere  or  Concorde. 

In  Paris,  a  private  car 
will  whisk  you  to  your 
magnificent  hotel  —  the 
Crillon,  Meurice  or  Prince 
de  Galles.  We'll  include 
continental  breakfast  every 
day,  a  cruise  on  the  Seine,  a 
tour  of  historical  Paris, 
shopping  and  entertain- 
ment discounts,  and  even  a 
gourmet  meal. 

Paris  Aristocrat  is  just  one 
of  our  deluxe  tours.  For  all 
the  glorious  details,  call 
your  Travel  Specialist  or 
Air  France. 

For  a  free  video  cassette 
preview,  call  1-800-AF- 
PARIS.  In  New  York  City, 
212-247-0100. 
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Microsoft.  Word 
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For  Apple®  Macintosh* 


MICROSOFT. 


Microsoft   Word  Fid! feature  itnrdprocc 
/or  memos,  personalized  form  letters,  sales  reports  or 
an)' professional  document 


PROGRAM  DISK 
APPLE"  MACINTOSH 

ThiakTaink"  *f± 

The  First                     ^^   ^w 
Idea  Processor 

■-  Coprr^ht  19B4 

Living  Videotex!,  be  All  rights  reserved 

r 

\M 

i  ft}iH.\\i»- to  organize  Jmtiats 
manage  details  outline  ideas  and  support  decisions. 


Dow  Jones  Straight  Talk.  Get  up  to  the  minute 

information  for  informed  business  dei  isions  on  stocks, 

bonds  and  commodities 


Back  To  Basics""  Accounling  System 
Genera)  ledger 

Prnduci  Code  03BGI-MAOSO 
Copyn^t  ©  19W.  Pead*ce  Software,  Inc. 
An  M&A  Company 


Buck  to  Basics.  Manage  your  hooks  with  a  Jidl 
feature  general  ledger  system  for  small  business. 


MacProject 


MacProject   Ovule  complex  critical  path 

flow  dxirts  for  production  schedules,  timelines 

and  managing  projects 


Microsoft.  File 

For  Apple® Macintosh. 

MICROSOFT 
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\naf*  Talk  to  mainframes  via  3270  emulation 
as  information  services  and  other  computers. 


Zoiufjazt.""  Integrated  word  processing, 

business  graphics,  database  management,  data 
communications  and  worksheet 


Microsoft.  Chart 


For  Appiee  Macintosh* 

MICROSOFT* 


File  Store  and  retrieve  mailing  lists,  client 
■ds,  collections,  schedules  and  inventories. 


Microsoft"  Chart.  42  different  charts  and graphs for 
presentations,  sales  reports  and  transparencies. 
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Theyre  fast.  They're  dependable. 
And  they  seldom,  if  ever,  complain. 

We're  talking,  of  course,  about  all 
the  powerful  business  software  that  works 
inThe  Macintosh™ Office.  Our  family  of 
integrated  office  products  that,  we  believe, 
will  revolutionize  the  way  business 
does  business. 

And  apparently,  more  than  a  few 
people  agree 
with  us. 

Leading 
software  devel- 
opers have 
already  written 
more  than  350 
programs  for 
The  Macintosh  Q~~ 
Office.  And 

lllclc  ale  11LU1  Just  as  Macintosh  makes  individuals 

HrpHs  flf  OthPrS  more  productive.  The 

ui  cud  ui  uu  ici  3       Macintosh  Office  increases  productivity 

on  the  way.  f*  uwks^uPs  °/5  to  25. 

But  more  impressive  than  the  sheer 
number  of  programs  for  The  Macintosh 
Office,  is  the  sheer  ease  with  which 
you  can  use  them. 

Thanks  to  Macintosh's  windows, 
icons,  pull-down  menus  and  mouse  tech- 
nology, every  Macintosh  program  works 
the  same  way.  Learn  one,  and  you've 
learned  them  all. 

Which  means  you'll  have  a  lot  more 
time  to  do  the  one  thing  you've  probably 
been  too  busy  to  do: 

Your  job.       / 


n.  Visualize  market  trend*,  organize  and 
ick  sales  and  present  data  in  pictures. 


Odesta  Helix"  A  relational  database 

and  decision  support  system  for  tracking  information. 

resources  and  ideas 
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area  as  associates  and  are  moving  up 
to  managing  directors  at  places  like 
Merrill  Lynch  and  First  Boston. 
Longden:  I  remember  starting  in  this 
business  18  years  ago  when  my  atti- 
tude was,  "Am  I  ever  lucky  to  be 
allowed  to  go  into  sales!"  The  differ- 
ence is  how  our  attitudes  have 
changed.  Today  you  are  just  going  for 
the  job.  You  are  not  wasting  your  time 
on  nonsense. 

Aren  't  the  younger  women  more 

aggressive  today? 

Benham:  Well,  that's  what  it  takes  to 

get  ahead.  I  recently  spoke  with  the 

vice  president  of  a  major  bank,  and 

she  said,  "I  don't  want  M.B.A.s,  I  want 

street  fighters." 

Millett:   It's    the    same    with    traders 

among  the  men.  Top  management 


got  to  stay  home  under  lock  and  key. 
I  think  anyone  who  has  succeeded 
has  pretty  much  got  the  same  quali- 
ties now,  50  years  ago  or  100  years 
ago.  It's  just  a  matter  of  style  and 
how  you  show  it. 


Do  women,  as  has  been  suggested,  need 
the  "killer  instinct"  to  succeed? 
Grandfield:  The  same  could  be  said  of  a 
lot  of  men.  How  many  men  who  are 
chairmen  of  companies  don't  have  the 
killer  instinct? 

Millett:  Women  hold  back.  They  are 
not  as  aggressive  or  ego-oriented 
as  men  are.  [Laughter  and  ahems] 
A  man  definitely  has  an  ego.  A 
woman,  to  a  certain  extent,  yes, 
but  a  woman  worries  more  about 
things.  A  man  says  in  order  to 
succeed  you  have  to  have  a  few 
failures.  So  you  lose  $5  million  on 
this  trade  and  $10  million  on  an- 
other.   Well,     that's    all    right. 
That's  really   the  only  way   to 
Magnum     iearn.  a  woman  doesn't  see 
it  the  same  way.  She  worries 
about  selling  or  buying  the 
wrong  stock  or  bond. 


Any  advice  for  a  young  woman 
hound  for  Wall  Street  today? 
Millett:  She  needs  enthusi- 
asm. And  must  set  goals.  If 
those  goals  aren't  forthcom- 
ing, she  shouldn't  be  afraid  to 
change  from  one  job  to  an- 
other. Be  yourself,  and  don't 
worry  about  the  gal  or  fellow 
over  here  or  there. 
Grandfield:  Wall  Street  has 
jobs  for  anyone  who  really 
wants  one,  regardless  of  how 
bad  the  market  is  or  how 
many  brokerage  firms  have  been 
merged  into  nothingness.  You 
can't  give  up. 


Women 's  Bond  Club  bead  Grandfield 
"You  can't  give  up." 


will  say,  give  me  the  street  fighter.  I 
don't  care  if  he's  out  of  Harvard  or 
Princeton  or  whatever.  I  want  some- 
one who  is  hungry.  That's  what  I 
want — hunger.  I  don't  need  a  person 
who  has  a  silver  spoon. 
O'Grady:  I  think  ambition  and  aggres- 
siveness have  always  been  there,  it's 
just  shown  in  different  ways.  Wom- 
en in  the  12th  century  were  ambi- 
tious, and  some  of  them  managed  to 
do  what  they  wanted  to.  They 
marched  to  drum  up  support  for  the 
Crusades  when  everyone  said  you've 


ment  banking  is  one  of  them.  But 
that's  what  it  takes  for  men.  Look  at 
any  investment  banker  on  Wall 
Street,  and  my  guess  is  that  nine  out 
of  ten  of  them  are  on  their  second  or 
third  marriages.  If  part  of  the  recipe 
for  success  means  you  have,  to  be 
there  180%  of  the  time,  then  obvious- 
ly you  are  sacrificing  something  else. 
Longden:  Are  men  at  home  most  of 
the  time? 

Wliat  has  been  the  cost  of  your  success? 
Longden:  There  has  been  no  cost  at  all. 


Printon,  Kane  Research's  Benham 
Streetfighters  wanted,  not  M.Bj\.s. 


Success  requires  long  hours,  travel, 
dedication  and  skill  Hasn't  that 
meant  disruption  of  family  life? 
Benham:  I've  been  across  the 
country  in  three-week  stretches, 
a  different  town,  a  different  bed 
and  a  different  bathtub  every  sin- 
gle night.  The  bathtub  was  the  most 
difficult  part. 

Grandfield:  Most  of  the  qualities,  ex- 
cept for  disruption  of  family  life,  are 
exactly  the  same  old  ones  that  have 
been  given  as  a  standard  recipe  for 
male  success  for  umpteen  years.  So 
what's  the  difference?  How  can  wom- 
en expect  to  walk  into  a  profession 
and  be  successful  by  completely  dif- 
ferent rules?  That  is  not  realistic.  The 
ridiculous  disruption  of  the  personal 
life  is  something  that  is  exclusive  to  a 
few  types  of  professions,  and  invest- 


It's  a  better  and  happier  way  of  living : 

all  around. 

Grandfield:  I  second  that. 

None  of  you  has  children,  and  only  two 
are  married.  Isn  't  that  a  personal  sacrifice 
each  of  you  has  made  thus  far? 
O'Grady:  It's  an  interesting  observa- 
tion, but  you  would  be  stretching  it  to 
see  it  as  a  cause  of  anything.  If  you  are 
a  woman  who  enjoys  your  children 
and  your  home,  you'll  be  there. 
Millett:  The  younger  women  are  more 
conscious  of  having  it  all.  They  want 
to  have  a  career  and  a  family.  A  few 
years  back  many  women  just  wanted 
a  career.  So  in  some  cases  you  devoted 
a  lot  of  time  to  your  job,  and  all  of  a 
sudden  time  passed  by. 
Benham:  We  want  all  the  rights  and 
privileges  of  being  a  woman  and  all 
the  opportunities  of  being  a  man.  It's 
just  that  simple.  We  want  the  whole 
ball  of  wax.  For  myself,  I  haven't  de- 
cided whether  to  get  married  yet.  ■ 
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here's  only  one  transportation 
company  to  choose 


ribution  costs  may  account  for  as  much  as 
of  your  total  sales.  Managing  the  many  com- 
ents  of  these  costs  effectively  requires  a  new 
The  microchip. 

That's  why  Leaseway  Transportation  com- 
es have  quietly  pioneered  the  technological 
)lution  in  transportation.  \ 

Only  Leaseway  can  bring  your  company  the 
afits  of  strategic  tools  like  computer-modeled 
le  mix  analysis.  Fleet  analysis.  Facility  location 
9-offs. 

We  also  offer  your  company  effective  new 
agement  tools  like  computer  lane  balancing, 
tronic  routing  and  scheduling.  Traffic  manage- 
t  analysis. 

Our  technological  advantage  over  other 
spoliation  companies  enables  us  to  custom- 
r  packages  of  services  more  productively.  So 
your  company  can  maximize  both  service 

Leaseway  Transportation  Corp 


and  savings.  And  get  unmatched  management 
and  cost  control. 

Leaseways  technology  can  give  you  the 
competitive  edge  in  your  own  rapidly  changing 
industry.  Contact  Leaseway  Transportation  Corp., 
3700  Park  East  Drive,  Cleveland,  OH  44122. 

Leaseway  Transportation.  A  1.4-billion-dollar 
family  of  companies  with  services  in  truck  and 
car  leasing,  maintenance,  personnel  leasing, 
contract  carriage,  common  carriage,  distribution 
center  services,  bulk  transport  and  logistics 
consulting. 

Put  Leaseway's  innovation  to  work  for  you. 

Mr  Leaseway 

mm     Transportation 


"At  Greyhound,  we  believe  in 
renewing  our  company  day  by  day..." 


John  W.  Te 

Chairman  of  the  S( 
and  Chief  Executive  Of 


At  Greyhound,  we  believe  a  company's  life  is 
measured  not  in  years,  but  in  its  ability  to  meet  the  newly- 
emerging  needs  of  consumers  for  different  goods  and 
services.  This  means  asking  ourselves  every  day  who  we 
are  and  what  we  do. . . 

Renewing  our  company  day  by  day  is  more  than 
just  asking  introspective  questions,  however.  It  involves  a 
determination  to  act  on  the  answers!  That  is  why  today's 
,GjB^t]Qjinili2_a_bioadlv-based,  multi-industry  corporation 


which  has  become  a  respected  name  in  fields  as  diverse 
capital  equipment  leasing,  bus  manufacturing,  mortgage 
insurance,  money  transfers,  food,  soap,  food  service,  tran 
portation  and  other  service  businesses. 

It  is  also  why  we  are  no  longer  in  some  13  other 
businesses  and  operations  divested  over  the  last  two  yeai 
Divestitures  involving  $300  million  in  assets,  $2  billion  in  ai 
revenues  but  only  $12  million  in  profit. .  .a  4%  return.  The 
resources  realized  from  those  divestitures  are  now  being 


HbS&l  B  ''" 


ivested  where  the  funds  will  generate  new  growth  for 
;ades  to  come. 

The  bottom  line  at  Greyhound  is  a  realization  that  we 
inot  be  content  with  a  continuation  of  things  as  they  are,  no 
Iter  how  satisfactory  they  may  have  been  in  the  past.  Today, 
must  turn  in  the  direction  of  those  businesses  and  activities 
ch  hold  the  promise  of  long-term  growth  and  renewal,  and 
Drous  new  profit  potential. 


The  Greyhound  Corporation 

A  company  for  the  eighties. 


Faces 

Behind  the  Figures 


Edited  by  Pamela  Sherrid 


Black  &  Decker  Chairman  Laurence  Farley 
"A  toaster  is  the  toughest  sell." 


Father  knows  best? 

Tlurn  on  the  TV  this  month,  flip  the 
dial  and  sooner  or  later  you  should 
run  into  a  new  set  of  ads  snowing  the 
world  that  Black  &  Decker  now 
makes  hair  dryers  and  can  openers  as 
well  as  its  familiar  power  tools.  That's 
the  beginning  of  a  $100  million  corpo- 
rate image  ad  blitz  running  through 
1987,  all  stemming  from  Black  & 
Decker's  $300  million  acquisition 
last  year  of  General  Electric 's  small- 
appliance  business.  That  campaign 
comes  on  top  of  the  $145  million 
B&D  is  spending  on  product  advertis- 
ing this  year,  up  22%  from  1984. 
"We'll  have  more  advertising  under 
the  Black  &  Decker  brand  than  any 
competitor,"  vows  Black  &  Decker 
Chairman  Laurence  Farley. 

Farley  acquired  GE's  operation, 
with  annual  sales  of  $470  million, 
because  of  slow  growth  and  increas- 
ing competition  in  power  tools,  where 
B&D  is  world  leader.  Profits  from  con- 
tinuing operations  slid  from  a  peak  of 
$82  million  on  sales  of  $1  billion  in 
1979  to  $28  million  on  sales  of  $1.2 
billion  in  1983,  when  Farley  became 


chief  executive  .after  five  years  as  top 
financial  man.  Adding  GE's  appliance 
business  boosted  B&D's  sales  31% 
last  year,  to  $1.5  billion,  while  profits 
rose  to  $95.4  million. 

In  the  early  1980s  B&D  scored  on  its 
own  with  its  Dustbuster  cordless  vacu- 
um. But  Farley  was  unhappy  that  B&D 
was  still  relegated  to  the  power  tool 
section  in  stores.  GE's  small-appliance 
business  gets  him  instant  access,  in  a 
big  way,  to  the  appliance  section. 

Farley  has  made  some  moves 
toward  greater  manufacturing  effi- 
ciency— 2  GE  plants  and  5  B&D 
plants  out  of  a  32  total  closed  in  the 
past  two  years — but  marketing  poses 
the  real  challenge.  B&D  has  the  right 
to  use  the  GE  label  for  only  three 
more  years.  Over  that  period  the 
Black  &  Decker  brand  will  appear  on 
hundreds  of  products  where  it  has 
never  been  before.  Can  the  brand 
name  that  means  so  much  in  the  base- 
ment command  the  same  respect  in 
the  kitchen?  "A  toaster  is  the  tough- 
est sell,"  Farley  admits. 

For  openers,  the  company  last 
month  introduced  to  the  trade,  under 
the  Black  &  Decker  name,  a  new 
three-speed  cordless  mixer  and  a  cord- 


less knife,  deploying  Dustbuster  tech- 
nology into  the  kitchen.  Part  of  the 
GE  hair  dryer  line  has  been  repack- 
aged as  a  Black  Tie  line  geared  for 
men.  The  popular  Spacemaker  line  of 
appliances  has  been  expanded. 

Farley  is  thinking  even  further 
afield.  "There  is  no  reason,"  he  says, 
"why  the  Black  &  Decker  brand 
shouldn't  fit  on  audio,  security  and 
energy  control  products." 

Black  &  Decker's  profits,  mean- 
while, could  use  some  buffing  up.  Re- 
tailers have  been  slow  to  restock  after 
Christmas,  and  the  costs  of  a  Dust- 
buster rebate  program  turned  out  to 
be  higher  than  Farley  expected.  As  a 
result,  earnings  for  the  first  half  of 
fiscal  1985  (ended  Mar.  30)  should  be 
about  $44  million,  down  about  10% 
from  last  year. 

Over  the  longer  term,  Farley  knows 
that  maintaining  quality  over  his  ex- 
panded range  of  products  will  be  diffi- 
cult. But  he  thinks  he  can  handle  it. 
Just  a  few  months  before  the  General 
Electric  acquisition,  Farley  remarried 
and  had  to  merge  into  one  family  his 
wife's  five  daughters  and  his  three. 
"That  was  tougher,"  Farley  says,  only 
half  in  jest.  "It's  what  qualifies  me  for 
this  job." — Janet  Fix 


No  sweat 

Both  plaintiffs  and  defendants  in 
thousands  of  asbestos-related  law- 
suits have  been  eagerly  awaiting  the 
establishment  of  an  out-of-court  fa- 
cility to  resolve  their  disputes.  So  i 
both  sides  were  dismayed  last  month 
by  the  decision  of  Manville  Corp.,  one 
of  the  biggest  defendants,  not  to  meet 
the  May  sign-up  deadline.  That  would 
also  seem  to  be  bad  news  for  Harry 
Wellington,  the  dean  of  Yale  Law 
School,  who  has  spent  a  good  part  of 
the  past  two  years  hammering  out  the 
complicated  agreement  with  dozens 
of  asbestos  producers  and  insurers. 

But  the  plan  is  still  in  good  shape, 
insists  Wellington,  who  says  calmly 
that  the  Manville  announcement  was 
"no  news."  Terms  of  the  pact  let  any 
party  in  Chapter  11  join  at  any  time 
until  the  end  of  next  year — a  provi- 
sion clearly  written  for  Manville.  And 
if  Manville  never  joins?  "The  facility 
will  still  proceed  as  planned,"  says 
Wellington. 

The  inducements  for  both  plaintiffs 
and  defendants  remain  strong.  Attor- 
neys are  currently  pocketing  about  65 
cents  out  of  every  dollar  that  insurers 
have  coughed  up  so  far.  "It's  the  para- 
digmatic example  of  the  breakdown 
of  our  legal  system,"  says  Wellington. 
"The  lawyers'  fees  were  crazy." 
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Wellington's  mediation  has  poten- 
tially helped  resolve  one  of  the  major 
problems  in  the  asbestos  mess — suits 
among  the  insurers.  Take  the  case  of  a 
man  exposed  to  asbestos  in  1945  who 
comes  down  with  a  related  physical 
problem  in  1985.  Which  insurer  is 
responsible,  the  one  with  a  policy  ac- 
tive in  1945  or  his  current  insurer? 
Wellington  has  persuaded  insurers, 
with  the  notable  exception  of  Travel- 
ers Corp.,  simply  to  agree  to  pay  up  in 
proportion  to  their  potential  liability 
in  suits  outstanding.  Most  insurers, 
he  explains,  face  claims  from  the  time 
of  exposure  to  asbestos  and  also  when 
symptoms  required  treatment.  In  the 
end,  he  says,  expensive  litigation 
would  all  work  out  in  a  wash. 

Wellington,  58,  was  selected  to 
head  up  the  asbestos  negotiations  in 
1982  by  the  New  York  City-based 
Center  for  Public  Resources,  a  non- 
profit organization  dedicated  to  devel- 
oping alternatives  to  litigation.  An  ex- 
pert on  constitutional  and  labor  law, 
Wellington  doesn't  find  it  hard  to 
criticize  the  mores  of  the  legal  profes- 
sion. He  has  been  teaching  at  Yale 
ever  since  he  finished  serving  as  a 
clerk  to  Supreme  Court  Justice  Felix 
Frankfurter  in  1956.  Shortly  after  the 
May  29  sign-up  date  that  establishes 
the  asbestos  claims  facility,  Welling- 
ton is  stepping  down  from  his  ten- 
year  stint  as  dean  to  return  to  the 
classroom. — Richard  Greene 


Americares  founder  Robert  Macauley 
Pulling  strings  for  a  good  cause. 


Louise  Gubb 


Leverage 

Robert  Macauley,  a  successful  en- 
trepreneur in  the  paper  industry, 
has  devoted  himself  in  recent  years  to 
organizing  shipments  of  drugs  and 
medical  supplies  to  needy  people 
overseas.  His  charitable  operation 
rests  on  two  beliefs.  "I  always  be- 
lieved you  have  to  help  your  fellow- 
man,"  Macauley  says,  "and  I  always 
believed  strongly  in  leverage." 

In  the  case  of  Americares,  the  New 
Canaan,  Conn. -based  foundation  Ma- 
cauley started  in  1979,  leverage 
meant  shipping  $20  million  in  sup- 
plies last  year  to  troubled  spots  like 


.  Asbestos  mediator  Harry  Wellington 
"The  lawyers' fees  were  crazy.' 


Tcnzer/Whcdi-r  Hclures 


Afghanistan  and  El  Salvador  on  a  bud- 
get of  only  $600,000.  Macauley  con- 
vinces firms  like  Ciba-Geigy  and  CD. 
Searle  to  donate  the  drugs  gratis.  The 
companies  typically  write  off  the  con- 
tributions at  halfway  between  their 
cost  and  the  wholesale  price. 

Macauley,  61,  has  also  managed  to 
leverage  some  well-placed  connec- 
tions. Vice  President  George  Bush, 
whom  he  recently  accompanied  to 
the  Sudan,  was  Macauley's  classmate 
through  kindergarten,  Andover  and 
Yale.  Prescott  Bush  Jr.,  the  vice  presi- 
dent's brother  and  a  retired  partner  at 
insurance  broker  Johnson  &  Higgins, 
now  sits  on  Americares'  board,  as  do  J. 
Peter  Grace  of  W.R.  Grace  &  Co.  and 
former  Treasury  Secretary  William  Si- 
mon. When  approaching  the  top  50 
drug  and  medical  supply  companies 
for  handouts,  says  Macauley,  "Either  I 
knew  someone  on  their  boards  or  I 
knew  someone  who  did." 

Macauley  got  practice  in  managing 
leverage  on  a  grand  scale  in  his  busi- 
ness career.  He  built  up  a  paper  bro- 
kerage firm  founded  by  his  father  and 
worked  a  short  stint  with  Great 
Northern  Nekoosa.  Then  in  the  early 
Seventies  he  founded  Virginia  Fibre 
Corp.  to  try  to  build  a  new  175,000- 
ton-per-year  pulp  and  paper  mill  in 
Lynchburg,  Va.  Against  daunting  odds 
Macauley  raised  $50  million,  about 
$44  million  debt  and  $6  million  equi- 
ty. Macauley  himself  put  up  only  $1 
million.  The  need  for  more  funds  led 
him  into  a  partnership  with  Greif 
Bros.,  a  Midwest  packaging  firm,  but 
Macauley  retains  control. 

Starting  operations  in  1975,  Virgin- 
ia Fibre  skirted  with  default  on  its 
lenders  for  years.  But  last  year,  with 
its  debt  load  much  reduced,  it  made 
$8  million  on  sales  of  $60  million. 
"Now,"  says  Macauley, "I  can  do  pret- 
ty much  what  I  want."— P.S. 
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will  need 
biological 
factories. 


Renewable  resources  will  be  vital  to 
industrial  growth  in  the  21st  century. 
Through  biotechnology,  they  can  yield 
vital  fuels,  chemicals  and  foods.  Signal  is 
there. 

We've  developed  a  method  of  using 
biological  catalysts  in  continuous  pro- 
cessing, replacing  much  slower  batch- 
processing  methods.  Our  technique  is 
already  in  commercial  use  in  the  food 
industry,  converting  glucose  to  fructose 
A  similar  process  for  converting  starch  to 
glucose  is  at  pilot  plant  stage. 

Signal  is  also  working  on  the  devel- 
opment of  micro-organisms  that  will 
digest  wood  and  plants  to  create  hydro- 
carbons and  amino  acids— the  building 
blocks  of  fuels,  petrochemicals  and  pro- 
teins. When  the  enzymes  these  organisms 
produce  can  be  immobilized  for  continu- 
ous processing,  large-scale  production 
will  become  possible.  The  enzymes  them 
selves  may  also  be  synthesized— we're 
working  on  that,  too. 

Signal  is  committed  to  creating  this  . 
kind  of  leadership.  With  $6  billion  in 
annual  sales  we've  invested  over  $1 .8 
billion  in  research  and  development  in 
the  last  five  years. 

We  focus  this  huge  commitment  on 
technologies  that  will  be  vital  to  the 
21  st-century  economy,  in  areas  like  aero- 
space, electronic  communications  and 
energy  development. 

For  more  information,  write  for  our 
Annual  Report  and  a  copy  of  "Research 
and  Innovation:  The'Signal  Commitment' 
to:  Communications  Department,  The 
Signal  Companies,  11255  North  Torrey 
Pines  Road,  La  Jolla,  California  92037. 
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■Signal/UOP  research  scientist  monitors 
,pilot  plant  test  to  determine  commercial, 
potential  of  an  enzyme  catalyst.,.       'i    t 


Remanufactured  Savings 

Technically,  the  device  above  is  a  timing  fixture  for  split  reduction 
dragline  swingcases.  That's  quite  a  mouthful.  Actually,  it's  a  new, 
innovative  device  that  saves  the  open-pit  mining  industry  big  money 
in  post-repair  reassembly  of  massive  gear  systems  of  earth-moving 
machines.  It  was  invented  by  Fansteel's  Pasco  Gear  and  Machine. 
Incidentally,  it  weighs  over  four  tons. 

Saving  money  for  customers  is  a  Fansteel  tradition.  Likewise,  a 
singular  emphasis  on  cost  efficiency  inside  Fansteel  is  one  of  our 

biggest  competitive  assets. 

It  will  pay  you  to  know  more  about  us. 


B 
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An  integrated  producer  of  refractory  metals  and  fabricated  products  for  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


A  sleepy  market  kept  awake  by  takeover  battles.  Had  it 

not  been  for  a  dozen  or  so  firms  fending  off  prospective 
acquirers,  life  would  have  been  fairly  dull  on  Wall  Street. 
After  its  blistering  pace  during  the  first  two  months  of  the 
year,  Big  Board  trading  volume  settled  down  to  a  range  of 
80  million  to  108  million  shares  a  day  during  the  first  half 
of  April.  Since  early  March  the  Dow  industrials  have  been 
boxed  in  between  the  1240  and  the  1280  zones.  The  Dow 


ended  the  recent  two-week  period  with  a  0.1%  decline, 
while  the  NYSE  composite  was  virtually  unchanged.  The 
Forbes  Sales  500  declined  0.2%.  Smaller  companies  fared 
slightly  better:  The  Amex  was  up  0.4%  and  the  Nasdaq 
gained  0.5%.  The  relative  strength  of  smaller  issues  offset 
the  weakness  in  big-capitalization  stocks,  and  the  overall 
market,  as  measured  by  the  Wilshire  index,  eked  out  a 
0.1%  advance. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

2.0 

1.9 

1.5 

2.1 

3.2 

1.0 

in  last  52  weeks 

15.7 

16.3 

10.0 

15.6 

11.6 

15.0 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

3.1 

-1.3 

-0.1 

2.7 

-0.5 

1.5 

2.8 

-0.1 

-0.4 

3.4 

2.6 

-1.2 

in  last  52  weeks 

18.5 

9.0 

13.4 

26.4 

4.8 

26.4 

24.9 

16.4 

12.6 

28.7 

25.4 

0.5 

'Based  on  sales 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 

3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  4/12/85.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Kenneth  Alcorn 
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Where  The  Action  Is 


What  bad  news?  Despite  the  troubles  of  S&Ls  in  Ohio  and 
the  losses  faced  by  other  thrifts  in  the  collapse  of  Bevill, 
Bresler  &  Schulman  companies,  dealers  in  government 
securities,  the  finance  sector  registered  the  best  two-week 
performance,  with  a  1.8%  increase.  Tied  for  second  place, 
with  gains  of  0.9%,  were  the  capital  goods  and  utilities 
sectors.  Many  utility  issues  have  hit  52-week  highs  re- 


cently. The  other  groups  to  register  gains  were  consumer 
durables,  up  0.6%,  and  energy,  up  0.1%. 

Technology  shares  resumed  their  drift  downward,  with 
a  1.1%  decline.  Disappointing  figures  for  retail  sales  did 
not  help  the  consumer  nondurables  sector,  which  regis- 
tered the  second-worst  performance,  with  a  0.6%  decline. 
Transportation  and  raw  materials  also  lost  ground. 


\^*^^  Percent  change  in  last  52  weeks  O-O-  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


Profits  and  prices.  The  two  groups  with  the  best  two-week 
market  performance,  utilities  and  finance,  also  show  the 
smallest  drops  in  1985  earnings  estimates.  The  worst- 


performing  sector,  technology,  is  ranked  next-to-last  or 
the  1985  estimate  change  list.  During  the  last  two  weeks 
analysts  cut  their  forecasts  for  this  sector  by  1.4%. 


Forecasting  the  Forbes  500 

Performance 
period 

Average 
earnings  per 
share          P/E 

latest  12  months 

1985  estimates 

1986  estimates 

$3.68         10.6 
4.35           9.0 
4.93           8.0 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1985 
EPS              P/E 

%  change  in  1985  estimate 
in  2  weeks       in  4  weeks 

1 

Utilities 

$3.60 

7.3 

-0.13% 

-0.21% 

2 

Finance 

3.49 

9.2 

-0.15 

-0.11 

3 

Capital  goods 

2.95 

11.2 

-0.23 

-1.31 

4 

Energy 

3.69 

8.2 

-0.65 

-1.68 

5 

Consumer  nondurables 

2.67 

11.4 

-0.78 

-1.36 

6 

Transportation 

3.22 

9.0 

-0.84 

-1.37 

7 

Consumer  durables 

4.79 

8.6 

-1.10 

-1.06 

8 

Technology 

2.98 

12.0 

-1.39 

-2.87 

9 

Raw  materials 

2.41 

10.2 

-1.95 

-4.11 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continously  by  the  Institutional  Broker 
Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm 


Note   A"  datafon>e7iod^nd7n^7T278TTrepa^^ 
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"Of  course  Vm  sure,  I  read  it 
in  Business  Week  International" 

Bjorn  Svedberg 

President  and  Chief  Executive  Officer 

L.M.  Ericsson  Telephone  Company 

Stockholm,  Sweden 

If  you  have  any  doubts  about  the 
growing  internationalization  of  business, 
ask  Bjorn  Svedberg.  He's  the  chief  exec- 
utive of  L.M.  Ericsson,  the  fastest- 
growing  information  processing 
company  in  Europe.  And  a  world  leader 
in  digital  telephone  switching. 

His  company  does  business  in  such 
far-flung  markets  as  Britain,  the  U.S., 
Saudi  Arabia,  the  Republic  of  Korea 
and  Thailand. 

That's  why  he  and  thousands  of  other 
top  executives  worldwide  use  Business 
Week  International  as  a  source  of  accu- 
rate information,  expert  interpretation 
and  unique  insight  on  the  fast-changing 
world  of  international  business. 

And  why  both  our  readers  arid  our 
advertisers  agree  that  one  authoritative 
voice  stands  out  clearly  above  the  din  of 
worldwide  business  news. 

Business  Week  International. 

■KlNTERNATIONALHf  ■ 

BusinessWeek,^ 

THE  VOICE  OF  AUTHORITY 
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Ralph  Papitto  has  it  figured.  If  his  Nortek 
goes  up  4  points,  he's  $3  million  ahead. 
Alas,  he  still  gets  no  respect  on  The  Street. 


The  builder 


Nortek's  i\<i//>/>  Papitto 

"The  last  ten  years  haven't  been  easy." 


By  Jeffrey  A.  Trachtenberg 

Ralph  Papitto  knows  exactly  what 
he  wants.  "I  intend  to  have  a  $1  bil- 
lion [sales]  company  by  the  end  of 
1986/'  says  the  57-year-old  chief  ex- 
ecutive of  Nortek,  Inc.  Lots  of  people 
throw  around  figures  like  that,  but 
Papitto  has  thought  it  through.  "If 
you  build  right,  that  means  your  com- 
pany lives  forever.  Besides,  I  own 
700,000  shares  of  stock.  If  Nortek 
goes  up  4  points,  I  have  gained  nearly 
$3  million." 

Papitto,  a  gravel-voiced  former  Ar- 
thur Andersen  accountant,  has 
dreams  of  buying  like  Carl  Icahn  and 
managing  like  Henry  Singleton  at 
Telcdyne.  He's  been  buying,  selling 
and  borrowing  this  year  to  build  his 
Providence,  R.I. -based  conglomerate. 
In  April  he  was  dealing  to  buy  Inter- 
therm  Inc.,  a  St.  Louis  furnace  manu- 
facturer, for  $57  million.  The  month 
before  he  bought  a  30%  stake  in  Tex- 
tone,  a  California  maker  of  wallboard, 
for  $6.5  million  and  plans  to  get  the 
rest  with  a  stock  swap. 

Papitto  says  bank  loans  will  cover 
these,  and  he  is  sitting  on  $125  mil- 
lion from  Drexel  Burnham  junk  bonds 
and  earnings.  That  will  go  for  a  bigger 
deal,  he  says.  "We're  growing  inter-  j 
nally,  but  there's  nothing  wrong  with  i 
external  growth,  either.  When  you  do> 
what  you  love,  you  hurry  up  and  sleep 
so  you  can  get  up  faster.  And  youi 
should  see  our  new  offices.  It's  soi 
much  luxury,  I  can't  think  straight." 

Papitto  likes  to  tell  of  how  his  fa- 
ther and  mother  worked  25  years  in  ai 
Providence    textile    mill    and    saved  I 
enough  money  to  buy  a  liquor  store, 
where  he  worked  weekends.  He  tells 
of  working  his  way  through  Bryant t 
College,  dropping  out  of  Suffolk  Law 
School,  then  joining  a  tiny  accounting 
firm  and  graduating  to  Arthur  Andcr 
sen.  (He  is  not  a  CPA.)  He  joined  withi 
an  engineer,  set  up  a  shop  to  make 
semiconductor  parts,  then  sold  out.. 
He  used  the  profit  to  start  Nortek. 

"I  knew  other  people  were  running* 
their  own  companies,  and  I  thought  I 
was  smarter  than  they  were.  1  wanted 
a  conglomerate  because  I  truly  believe 
in  a  multicompany  approach.  If  one* 
goes  bad,  I'm  not  in  trouble." 

Nortek  has  grown  in  18  years  from' 
$10  million  in  sales  to  $507  million, 
making  things  like  bathroom  fans, 
wire  and  cable,  airplane  toilets  and< 
curtain  walls  for  construction.  With 
that  mix  the  earnings  have  bounced  a 
bit:  from  $1.32  a  share  in  1979  to 
$2.75  in  1981  and  down  to  $1.04  in 
the  1982  recession  and  back  to  $2.27, 
or  $17  million  in  1984.  He  thinks  he 
will  do  better  than  $2.50  this  year 
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But  it's  tough  trying  to  be  a  little 
Icahn,  much  less  a  Henry  Singleton. 
You  get  fought  off  easier.  At  least  four 
companies  have  rejected  his  proposals 
in  the  last  four  years.  Sometimes  he 
made  a  little  money  when  he  quit  and 
sold  his  stock,  and  sometimes  he  lost. 
"But  I'm  not  a  greenmailer,"  he  says. 
"We  only  buy  into  companies  we  are 
interested  in  acquiring." 

Papitto's  winners  include  Mono- 
gram Industries,  a  maker  of  aerospace 
fasteners,  scooped  up  two  years  ago 
for  $110  million  in  cash  and  stock, 
and  Jensen  Industries,  a  maker  of  rec- 
reational vehicle  furniture,  bought 
last  year  for  S 16  million  in  cash. 

The  trouble  is  that  Wall  Street 
doesn't  seem  to  respect  all  the  effort. 
Although  Nortek  stock,  trading 
around  16  on  the  Big  Board,  is  up  from 
a  low  of  55/s  in  1982,  the  multiple  isn't 
impressive.  "We  made  $2.27  a  share 
last  year,  which  means  we're  selling 
at  a  multiple  of  8,"  says  Papitto.  He 
thinks  it's  just  because  conglomerates 
are  out  of  favor.  "Look  at  companies 
like  Teledyne  and  Textron — it  takes 
time  to  develop.  Your  grandmother 
wouldn't  buy  Nortek  because  there's 
risk  involved.  A  Nortek  buyer  wants 
capital  gains,  not  income,  which 
means  more  risk.  But  Wall  Street  will 
catch  up  with  us." 

Maybe,  maybe  not.  Nortek  is  heavy 
with  debt — $127  million  of  stock- 
holders' equity  supporting  $205  mil- 
lion of  long-term  debt.  Mark  Glad,  an 
analyst  at  Baird,  Patrick,  says  he  fol- 
lowed Papitto's  maneuvers  with  Nor- 
tek for  years,  but  finally  quit.  "He's  so 
highly  leveraged,  I  finally  walked 
away,"  says  Glad.  "Things  can  hit  you 
from  behind.  He  has  a  good  repay- 
ment schedule,  but  if  he  makes  some 
boo-boos,  what  happens?" 

Papitto  says,  "I'm  not  at  all  con- 
cerned about  the  debt.  Remember,  the 
greater  portion  of  our  debt  isn't  due 
for  15  years.  It's  like  equity,  except  we 
have  to  pay  interest  payments."  Oh. 

In  any  case,  he's  willing  to  sell  parts 
of  his  mini-empire,  like  Duro  Finish- 
ing, a  textile  finisher  in  Fall  River, 
Mass.,  which  he  says  is  worth  $25 
million.  "If  I  don't  see  a  return  of  at 
least  15%,  I  sell,"  he  says. 

Papitto  has  been  hot  before.  Nortek 
'traded  as  high  as  38  in  1968,  when 
I  Wall  Street  seemed  hot  for  conglom- 
erates. "The  last  ten  years  haven't 
been  easy,"  Papitto  admits.  But  he 
says  he  has  never  sold  a  Nortek  share 
and  that  the  bad  days  are  over.  Every 
night  he  carries  home  a  satchel  of 
other  companies'  annual  reports. 
"We're  poised  to  take  off  now,"  he 
!says.  "I'll  stake  my  life  on  it." 

So  it  seems.  ■ 
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William  Sweeney 
Executive  Director, 
International  Advertising  Assoc. 
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Numbers  Game 


An  accounting  firm  that  lets  an  auditor 
perform  two  levels  of  internal  review  on  his 
own  work  is  asking  for  trouble. 

The  lesson  of 

E.S.M. 


By  Jeffrey  A.  Trachtenberg 

T|  he  system  isn't  designed  to 
catch  deliberate  conspiracy  by 
a  partner,"  says  Howard  Grove- 
man,  national  director  of  accounting 
and  auditing  for  Alexander  Grant  &. 
Co.,  auditor  for  E.S.M.  Government 
Securities.  E.S.M.'s  collapse  in  early 
March  with  a  negative  net  worth  of 
about  $300  million  triggered  a  panic 
among  customers  of  thrifts  in  Ohio 
that  was  heard  around  the  world.  It  is 
doubtful  that  any  jury  listening  to  the 
details  of  the  alleged  E.S.M.  fraud,  fea- 
turing the  alleged  bribery  of  a  Grant 
partner,  will  find  that  an  adequate 
response. 

What  they  are  likely  to 
be  asking  instead  is  how 
Grant's  internal  controls 
could  possibly  have  failed. 
The  answer  is  simple:  The 
partner  involved  in  the  al- 
leged bribery  was  also  the 
partner  expected  to  turn 
up  any  irregularities. 

Normally,  Grant's  local 
office  managing  partner 
appoints  an  "engagement 
partner" — the  equivalent 
of  an  account  executive  — 
to  oversee  a  specific  audit. 
The  engagement  partner 
then  usually  recommends 
a  manager  and  an  audit 
team.  In  the  event  of  a  dis- 
pute between  manager 
and  engagement  partner, 
the  manager  can  always 
appeal  to  the  managing 
partner. 

In  the  E.S.M.  case,  how- 
ever, the  audit  team  re- 
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ported  to  Jose  Gomez,  37,  who  wore 
three  hats:  He  acted  as  manager,  as 
engagement  partner  and  as  managing 
partner  of  the  big  (some  50  accoun- 
tants) south  Florida  office.  "We  didn't 
get  any  complaints,"  says  Groveman. 
Would  Grant  senior  management 
have  caught  it  if  they  had?  Not  likely. 
"If  you  ask  the  partner  whether  he  or 
she  did  certain  things  and  they  reply 
yes,  that's  it,"  says  Groveman. 

Gomez,  charged  by  the  SEC  with 
accepting  $125,000  in  payments  from 
three  E.S.M.  officers  and  approving 
false  E.S.M.  financial  statements,  was 
one  of  the  youngest  partners  in  Alex- 
ander Grant's  history.  "He  was  bright, 
charming     and     personable,     which 


makes   it   all   the   harder   to  under- 
stand," says  Groveman. 

Yet  there  were  obvious  indications 
that  the  E.S.M.  account  needed 
tighter  than  usual  supervision.  Grant 
prepared  tax  returns  from  1977  on  for 
four  E.S.M.  companies — parent 
E.S.M.  Group,  Inc.  and  three  subsid- 
iaries, E.S.M.  Government  Securities, 
E.S.M.  Securities  and  E.S.M.  Avi- 
ation. It  also  audited  the  balance  sheet 
for  E.S.M.  Government  Securities  and 
the  complete  financial  statements  of 
E.S.M.  Securities. 

Yet,  significantly,  there  was  a  fifth 
E.S.M.  affiliate,  E.S.M.  Financial 
Group — the  very  company  where  the 
losses  suffered  by  the  other  E.S.M. 
subsidiaries  were  allegedly  trans- 
ferred— for  which  Grant  stopped  pre- 
paring tax  returns  in  1981.  Why?  Was 
it  to  avoid  detection  of  fraud  by  the 
Internal  Revenue  Service? 

Other  accountants  say  Grant  was 
probably  following  standard  industry 
practice.  Says  Sheldon  Peckar  of  Seid- 
man  &.  Seidman,  "All  the  big  firms 
have  the  same  review  process.  If  an 
engagement  partner  is  involved  in 
collusion,  it  is  difficult  to  catch." 
Charles  Kaiser,  managing  partner  at 
Pannell  Kerr  Forster,  says:  "There  but 
for  the  grace  of  God.  ..." 

But  Gregor  Gregorich,  counsel  rep- 
resenting E.S.M.'s  receiver  and  trust- 
ee, contends  the  coverup  would  have 
been  easy  to  detect.  "What's  frustrat- 
ing is  how  simple  it  is  to  see  the 
fraud,"  he  says.  "Holtz  &  Co. — the 
accountants  we  hired — 
came  in  and  explained 
what  happened  in  three 
hours.  All  they  did  was 
compare  the  balance 
sheets  of  the  four  compa- 
nies to  their  income  tax 
statements.  There  were 
notes  receivable  from 
companies  with  no  assets. 
It's  that  simple." 

There  is  at  least  one 
precaution  accounting 
firms  could  take  to  pro- 
tect themselves  from  an 
E.S.M.  type  of  situation: 
Stipulate  that  no  engage- 
ment partner  can  also  act 
as  manager  or  local  office 
managing  partner  on  the 
same  account.  Beyond 
that,  more  detailed  sam- 
pling of  working  papers 
would  seem  warranted. 
Just  as  it  would  on  any 
client  audit.  ■ 
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COAL 


lights  our  nights  &  brightens  our  future! 

We  sit  atop  some  of  the  world's  greatest  coal 


deposits. .  .which  fuel  about  95% 


U  or  tho 


3fs73iif3i» 


we  generate.  In  fact,  we  supply  over  14  billion 


Kiiuwuii-nours  or  eiecTriciTy  per  year  in  three 

dynamic  states,  without  nuclear  and  with  about 

5%  hydro,  oil  and  gas  fuel.  And  that's  just  one 

reason  our  nights  and  future  are  bright. 


Miiumyi  ib  me  uiviaena  we  nave  paia  every 

quarter  since  1946.  We  anticipate  that  1985 

will  be  no  exception. 
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Send  for  a  copy  of  the  1984  annual  report 
Utah  Power  &  Light  Company 
P.O.  Box  899,  Dept.  FB 
Salt  Lake  City,  Utah  841 10 

Name 
Address 


City 


State 


Zip 


New  issues  of  securities  are  offered  only  by  means  of 
Prospectus  and  this  message  is  neither  an  offer  nor 
a  solicitation  of  any  offer  to  buy 


Statistical  Spotlight 


If  you  ignore  stocks  without  dividends,  you 
may  be  missing  some  good  ones. 


Hidden 
yields 


By  Leslie  Pittel 


No  one  should  be  surprised  that  a 
startup  computer  firm  pays  no  divi- 
dend. Mature  firms,  however,  that 
continue  to  hold  on  to  their  money 
instead  of  paying  it  out  in  dividends 


are  likely  to  raise  eyebrows.  If  we 
can't  share  in  the  profits,  shareholders 
may  reason,  what's  the  sense  of  own- 
ing the  stock? 

Well,  there  may  be  a  lot  of  sense  in 
it.  Citizens  Utilities,  an  unusual  util- 
ity that  pays  only  stock  dividends 
(that  is,  no  cash)  on  its  class  A  stock, 
plows  the  money  back  into  the  busi- 
ness and  thereby  boosts  earnings. 
Berkshire  Hathaway  uses  its  profits  to 
accumulate  a  stock  portfolio,  the  lat- 
est addition  being  a  $517.5  million 
block  of  Capital  Cities  Communica- 
tions, the  firm  buying  ABC.  Teledyne 
uses  cash  to  buy  in  its  own  stock, 
thereby  increasing  earnings  per  share 
for  the  remaining  shares. 


In  these  three  cases,  at  least,  the  , 
stinginess  with  cash  dividends  hasn't 
hurt  investors.  Someone  who  bought 
Citizens  Utilities  A  at  the  end  of  1974 
(near  a  market  low)  has  a  589%  profit 
so  far.  Teledyne  and  Berkshire  are 
both  up  more  than  4,000%  over  that 
period.  And  investors  get  to  keep 
more  of  their  profits  from  price  appre- 
ciation than  from  cash  dividends, 
since  long-term  capital  gains  are 
taxed  at  a  maximum  20%  federal  rate, 
compared  with  50%  for  dividends. 

To  get  a  look  at  some  zero-yield 
stocks  we  screened  the  Disclosure  da- 
tabase for  large  firms  that  don't  pay 
dividends  but  are  otherwise  financial- 
ly solid.  The  12  stocks  in  the  table 
below  have  all  had  positive  earnings 
growth  over  the  last  four  years  and 
have  returns  on  equity  of   14%    or 
more.  We  limited  the  list  to  firms 
with  debt-to-equity  ratios  below  1-to- 
1  and  price-to-book  ratios  below  3-to- 
1.  Also,  we  excluded  computer  firms, 
of  which  there  are  many  not  payings 
dividends,    and    relaxed    the    rules  ^ 
slightly     for     Berkshire     Hathaway. 
Berkshire  can't  be  analyzed  by  the 
usual  ratios  because   it   behaves  ini 
some  ways  more  like  a  closed-end 
mutual  fund  than  an  ordinary  corpo- 
ration. In  addition  to  its  operating, 
earnings  shown  in  the  table,  it  reports - 
considerable  portfolio  gains. 

Are  no-yield  stocks  all  winners?  No 
guarantee.  But  one  thing  is  certain:, 
Some  stocks  that  don't  pay  dividends- 
have  other  payoffs.  ■ 


Returns  without  payouts 


■«J*   £ 


These  companies  don't  pay  out  dividends,  but  that  doesn't 
mean  they  can't  pay  off.  The  whole  bet  is  on  price  appreciation. 


-Price- 


Company /business 


52-week 
high     low 


Latest 5-year  Market 

12  months  EPS  growth      Current  Debt/  Book  value 

EPS  P/E  rate  ROE  equity  value  (million) 


Bally's  Park  Place/hotels,  casinos 


10% 


14%-     7%       $  0.95 


.1.4 


37% 


15.3% 


71% 


$  6.19 


$  267 


Berkshire  Hathaway/multicompany      1,795       1,930-1,220         61.21 


29.3 


13 


6.3 


10 


964.57 


2,059 


Burlington  Coat  Factory/retail 


17% 


21%-   14% 


.49 


37 


18.1 


8.21 


206 


Citizens  Utilities  A/utility 


34  Vi 


34%-  24 


2.14 


16. 


IS 


14.7 


32 


14.55 


693 


intel/semiconductors 


26  V 


38 


24% 


.70 


15.6 


14.0 


12.12 


3,017 


Jackson  National  Life/insurance 


38% 


40 


23% 


6.42 


6.0 


53 


37.7 


17.01 


267 


John  Fluke  Mfg/pacision  instruments     24%        30%-  22% 


2.39 


10.4 


18 


19.1 


20 


12.49 


199 


Quotron  Sys/financial  info  svcs 


12% 


13%- 


7% 


0.78 


15.5 


29 


16.6 


23 


4.69 


416 


Teledyne/electronics 


240  %      302%- 147% 


20.61 


11.7 


21.3 


94 


96.64 


2,816 


Tellabs/ telecommunication  equip 


16 '/a 


24 1/2-   13 


0.95 


17.0 


20 


16.1 


5.89 


215 


Teradyne/electronic  test  equip 


22% 


35%-  21% 


.87 


11.9 


23 


19.3 


27 


9.68 


495 


Xidex/microfilm 


10% 


18 1/2-   10% 


1.09 


10.0 


29 


19.3 


5.64 


448 


Sources  Disclosure  11  via  Micro  Scan  Data  on  diskette pom  Isys  Corp ,  Standard  &  Poor's  StockpackJ}  System;  Forbes 
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The  Funds 


An  academic  thesis  is  getting  a  chance  to 
prove  itself  in  the  marketplace.  Guess  who 
gets  to  fund  the  experiment? 

The  guinea 
pig  fund 


By  Christopher  Power 


A  fashionable  academic  theory 
of  investment  has  percolated 
i  down  to  the  masses:  the  small- 
cap  hypothesis.  The  hypothesis  says 
that  small-capitalization  stocks  out- 
perform the  market.  Small  investors 
who  want  to  test  this  theory  in  action 
can  do  it  via  LoCap  Fund,  recently  set 
up  by  United  Services  Advisors  in  San 
>  Antonio,  Tex.  But  cautious  investors 
iwill  want  to  wait  before  paying  their 
way  into  the  experiment. 

Historical  studies  suggest  that,  as  a 
group,  small-capitalization  stocks 
lhave  delivered  the  biggest  returns 
;over  time.  Size  here  is  measured  by 
the  total  market  value  of  the  com- 
pany's outstanding  shares.  LoCap 
Fund  plans  to  simply  buy  and  hold 
stocks  whose  capitalizations  place 
them  in  the  bottom  tenth  of  the  2,330 
common  stocks  listed  on  the  New 
York  and  American  exchanges.  Never 
mind  that  the  category  might  include 
buggy-whip  makers  on  their  quiet  de- 
scent into  oblivion.  If  the  stock  has  a 
market  cap  below  $15  million,  LoCap 
will  buy.  At  the  end  of  the  year  it  will 
sell  the  stocks  that  have  climbed  up 
from  that  bottom  tenth,  and  buy  the 
new  ones  that  have  fallen  in. 

United  Services  set  up  LoCap  under 
the  aegis  of  A.B.  Laffer  Associates,  the 
consulting  firm  of  economist  Arthur 
Laffer.  Laffer,  in  turn,  leans  on  the 
work  of  Marc  Reinganum,  an  associ- 
ate professor  of  finance  at  the  Univer- 
sity of  Southern  California's  business 
ischool.  Reinganum  found  that  a  hypo- 
thetical portfolio  of  the  10%  smallest 
listed  stocks  handsomely  beat  a  port- 
folio of  the  10%  largest  stocks  (see 


Small-stock  speculation 

Not  counting  transaction  costs, 
small  stocks  beat  big  ones.  But 
why  should  history  repeat  itself? 

Growth  of  $1  invested  1/1/63 
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i 

c. 

chart).  He  assumes  annual  adjustment 
of  the  portfolios  and — significantly — 
ignores  transaction  costs. 

Ad  copy  for  LoCap  predicts,  "From 
some  of  these  companies  will  come 
the  IBMs  and  Exxons  of  the  future." 
But  fundwatcher  Michael  Lipper  of 
Lipper  Analytical  Services  is  skepti- 
cal. He  says,  "I  don't  like  buying  com- 
panies off  numbers.  I  want  somebody 
to  go  out  there  and  kick  some  tires." 

To  look  at  balance  sheets  or  com- 
pany management,  however,  not  only 
would    take    time    and    talent,    but 


would  also  destroy  the  selling  pitch. 
"You  can't  fudge  it,"  says  Charles 
Kadlec,  executive  vice  president  at 
A.B.  Laffer.  "If  you  start  picking  and 
choosing,  you  might  throw  out  the 
winners  as  well  as  the  losers.  Then 
you  would  be  changing  the  model." 

But  a  model  with  a  $15  million  ceil- 
ing may  have  practical  problems.  It 
lets  in  tiny,  thinly  traded  and  troubled 
companies — cats  and  dogs,  as  they  are 
popularly  known.  One  company  that 
qualifies,  for  example,  is  Plymouth 
Rubber,  a  moneyloser  that  trades  on 
the  Amex  at  2%.  A  $10,000  order 
would  represent  an  entire  month's 
trading  volume,  meaning  that  the 
fund  would  have  a  hard  time  taking  a 
position  without  upsetting  the  price. 

LoCap  is  the  first  fund  for  small 
investors  to  test  the  small-cap  theory. 
But  it's  not  the  first  time  money  man- 
agers have  used  the  idea.  Dimensional 
Fund  Advisors  in  Chicago  gives  insti- 
tutions the  chance  to  play  the  game  in 
a  $1.5  billion  low-cap  fund.  The  first 
three  years  of  the  fund's  life  have  pro- 
duced a  compound  annual  return  of 
18.6%,  against  the  market's  16.4%. 

DFA's  good  start  gives  LoCap  credi- 
bility. But  wise  investors  have  to  ask 
where  it  is  written  that  history  must 
repeat  itself.  Might  smaller  compa- 
nies have  done  well  over  the  past  20 
years  in  part  because  they  have  be- 
come overpriced  of  late?  Next  ques- 
tion: Will  too  many  hunters  make  the 
prey  more  elusive?  Rex  Sinquefield, 
the  chief  investment  officer  at  DFA, 
maintains  that  "knowledge  of  the 
theory  will  not  cause  it  to  go  away." 
But  the  field  is  getting  crowded.  DFA 
has  already  raked  in  so  much  pension 
money  that  it  anticipates  running  out 
of  room  in  its  bottom  20%  low-cap 
pool.  It  has  started  a  second  fund  of 
medium-cap  companies. 

Marc  Reinganum,  whose  work 
spawned  United  Services'  fund,  sees 
LoCap  as  a  way  to  settle  some  nagging 
doubts.  "The  theory  either  works  be- 
cause of  gross  inefficiencies  in  the 
market,  or  because  there  s  something 
fundamental  about  small  companies 
that  makes  them  grow  more  than  big 
ones.  It  kind  of  bothers  me  that  I  don't 
know  what  those  fundamentals  are." 

Reinganum  gives  the  low-cap  the- 
ory 20  years  to  prove  itself  and  answer 
his  nagging  doubts.  That  calls  for  a  lot 
of  patient  investors,  and  LoCap  Fund 
charges  a  2%  redemption  fee  to  keep 
them  that  way.  In  the  meantime,  they 
must  ask  themselves  whether  they 
want  to  be  funding  this  experiment.  ■ 
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THYSSEN:  Expansion  and  Improved  Profitability 


Business  in  the  Thyssen 
Group,  one  of  the  major 
industrial  and  trading  groups 
in  the  Federal  Republic  of 
Germany,  has  further  ex- 
panded in  the  first  six  months 
of  the  current  1984/85  fiscal 
year.  For  its  previous  fiscal 
year  (Oct.  1,1983 -Sept.  30, 
1984),  Thyssen  had  already 
reported  external  sales 
of  DM  32.4  billion  and  a 
significant  DM  730  million 
turnaround  of  results. 

Steel  division 

Thyssen  is  the  largest  private 
steel  producer  in  Europe, 
despite  the  considerable 
reduction  in  capacity  in 
recent  years.  Its  production 
plants  represent  state-of-the- 
art  technologies.  In  1983/84, 
total  sales  of  the  steel  division 
rose  by  16%  to  DM  10.3  bil- 
lion. A  profit  was  realized. 
In  the  current  fiscal  year,  the 
upward  trend  has  continued, 
with  sales  increasing  by  11  %. 
Steel  prices  are  rising  and 
productivity  is  going  up  as  a 
result  of  numerous  stream- 
lining measures.  The  steel 
division's  results  are  again 
positive. 

Specialty  steel  division 

The  specialty  steel  division 
has  similarly  profited  from 
the  economic  upswing  and 
the  restructuring  of  recent 
years.  In  fiscal  1983/84,  total 
sales  increased  by  23  %  to 
DM  3.5  billion,  and  a  positive 
result  was  obtained.  With  a 
further  improvement  in  sales 
of  8  %  in  the  first  six  months 
of  the  current  1984/85  fiscal 
year,  this  division,  too,  is 
continuing  to  show  a  profit. 


Capital  goods  and  manufac- 
tured products  division 

Thyssen  today  offers  a 
diverse  product  mix  for  the 
capital  goods  sector,  with 
emphasis  on  industrial 
components  as  well  as  on 
sophisticated  energy, 
environmental  protection, 
transportation,  and  manufac- 
turing systems.  In  Europe, 
these  activities  are  centred 
around  Thyssen  Industrie, 
which  realized  sales  of  DM 
5.2  billion  in  fiscal  1983/84. 
Meanwhile,  a  very  strong 
increase  in  incoming  orders, 
and  further  streamlining 
measures,  have  considerably 
improved  the  outlook  of  this 
major  Thyssen  company 
which  expects  a  positive 
result  in  the  current  fiscal 
year. 

Another  important  part  of 
this  Thyssen  division  is  The 
Budd  Company,  Troy  (Mich.), 
a  major  supplier  to  the  U.S. 
automotive  industry.  In  fiscal 
1983/84,  Budd  realized  a 
considerable  expansion  of 
business  and  showed  a 
profit.  At  present,  further 
improvements  in  results  are 
being  achieved. 

Transit  America  Inc.  pro- 
duces railway  passenger 
cars  and  commuter  trains  in 
Philadelphia  for  the  U.S. 
market.  This  company  has 
not  yet  returned  to  profitability. 
Strong  efforts  are  being 
undertaken  by  the  Transit 
management  to  improve  both 
productivity  and  product 
quality  and  to  strengthen  the 
company's  cooperation  with 
Thyssen's  transit  operations 
in  Europe. 


Trading  and  services  division 

This  division's  total  sales 
rose  by  20%  in  fiscal  1983/ 
84  to  DM  17.6  billion.  It  often 
a  broadly  diversified  range  ( 
trading  activities  and  service 
both  in  Germany  and  world- 
wide, comprising  domestic 
and  international  trading  in 
steel,  scrap  and  other  metal 
lurgical  products,  fertilizers 
and  fuels,  domestic  whole- 
sale business  in  sanitary  pro 
ducts,  transportation  service 
and  a  significant  intemation 
turnkey  business.  The  tradir 
and  services  division's  polk; 
is  clearly  aimed  at  further 
strengthening  its  position  in 
many  parts  of  the  world,  in 
particular,  in  the  Far  East  an 
in  Australia.  During  the  first 
half  of  the  current  fiscal  yeai 
total  sales  rose  by  6  %. 
As  in  1983/84,  this  division 
continues  to  contribute 
good  results  to  the  overall 
performance  of  the  Group. 


Resumption  of  dividend 
payments 

The  Management  Board 
envisages  good  business 
prospects  for  the  Thyssen 
Group  in  the  second  half  of 
fiscal  1984/85.  It  also  expec 
Thyssen's  non-consolidatec 
holdings  to  again  contribute 
positively  to  the  annual  rest 
At  the  recent  annual  stock- 
holders' meeting,  a  resump 
tion  of  dividend  payments  f< 
the  current  fiscal  year  was 
announced. 

For  a  copy  of  our  Annual  Report 
write  to 


THYSSEN 


Thyssen  AG 
D-4100  Duisburg  11  •  RO.  Box  110 
Federal  Republic  of  Germany 
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Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


"Repos"  have  been  in  the  headlines  plen- 
ty. But  did  you  know  that  money  market 
mutual  funds  have  $23  billion  of  them? 

REPO  MEN 


other  when  they  lend  and  borrow 
their  unused  Federal  Reserve  depos- 
its. Recently,  the  RP  rate  has  been 
generous:  8.30%  for  one-week  RPs, 
compared  with  7.70%  for  one-week 
T  bills;  and  8.40%  for  a  90-day  repo, 
compared  with  8%  on  a  90-day  bill. 
The  appeal  to  a  money  market  mu- 
tual fund  is  evident. 

There  is,  however,  a  major  uncer- 
tainty in  a  repo  deal:  The  securities 
involved,  most  often  Treasury  bills, 
are  considered  to  be  collateral  for  a 
loan.  But — ominously — lawyers 
don't  agree  on  whether  they  really 
are  collateral  in  all  cases,  or  wheth- 
er in  a  bankruptcy  the  institutions 
holding  the  repos  would  have  only  a 
subordinated  claim. 

That  being  so,  how  does  the  small 
investor  judge  a  money  market  mu- 
tual fund? 

Rule  one:  Nothing  comes  for 
nothing  in  this  world.  If  someone  is 
offering  1%  or  2%  more  than  the 
market,  even  lA%  more,  it's  cause 
for  suspicion.  Thousands  of  small 
investors  screamed  "foul"  when 
New  York  City  deferred  payments 
on  short-term  notes  in  1975.  Those 
notes  yielded  around  9.50%,  while 
good  quality  paper  of  the  same  ma- 
turity was  yielding  6%.  Wasn't  it 
obvious  that  the  added  yield  was 
compensation  for  added  risk? 

Rule  two:  Know  whom  you're 
dealing  with,  and  whom  they're 
dealing  with.  Two  of  the  original 
BBS  principals  came  out  of  a  Mem- 
phis firm  called  Hibbard,  O'Connor 
&  Weeks,  which  moved  to  Houston 
in  the  early  Seventies  to  avoid  the 
Memphis  stench  when  the  state  of 
Tennessee  began  to  crack  down  on 
fraudulent  municipal  bond  dealers. 
Hibbard,  O'Connor  had  several  run- 
ins  with  the  SEC  and  finally  went 


Repurchase  agreements — "RPs"  or 
"repos" — have  come  in  for  a  lot  of 
attention  because  of  their  role  in  the 
collapse  of  E.S.M.  Government  Se- 
curities and  Bevill,  Bresler  &.  Schul- 
man.  The  attention  is  well  de- 
served. But  what  you  might  not 
know  is  that  money  market  mutual 
funds  have  about  $23  billion  of  their 
$200  billion  in  assets  in  RPs. 

To  their  credit,  no  money  funds, 
large  or  small,  appear  so  far  on  the 
list  of  those  who  did  repo  business 
with  E.S.M.  and  BBS.  But  other  big 
names  do.  E.S.M.'s  list,  for  example, 
includes  A.G.  Becker;  Donaldson, 
Lufkin  &  Jenrette;  Moseley,  Hall- 
garten,  Estabrook;  New  York  Han- 
seatic  Corp.;  and  Lasser  Marshall. 
Many  of  these  top  dealers  and  inves- 
tors were  not  hurt;  they  got  out  in 
time.  But  the  point  is,  they  saw  fit 
to  do  business  with  E.S.M.  within  a 
year  of  its  downfall. 

In  a  repurchase  agreement,  an  in- 
vestor buys  securities  and  simulta- 
neously agrees  to  sell  them  back  at  a 
higher  price,  taking  the  difference 
as  interest.  Repos  can  be  written  at 
varying  maturities  but  are  usually 
short-term  and  often  overnight.  The 
return  is  typically  based  on  the  fed- 
eral funds  rate  that  banks  pay  each 

Ben    Weberman    is   economics   editor   of 
Forbes  magazine. 


out  of  business. 

Rule  three:  Watch  the  averages.  If 
a  fund  deviates  from  them,  ask 
yourself  why.  Donoghue's  Money 
Fund  Report,  an  authoritative  news- 
letter, shows  that  the  average  7-day 
yield  for  U.S.  Treasury-invested 
money  market  mutual  funds  having 
an  average  maturity  of  48  days  was 
7.84%  on  Apr.  2.  The  average  matu- 
rity for  other  types  of  money  funds 
was  about  40  days  and  the  yield 
around  8%.  Any  sharp  departure 
from  those  benchmarks  should  be  a 
warning  flag. 

Example:  Several  years  ago  First 
National  Bank  of  Chicago  was  man- 
aging, and  Salomon  Brothers  was 
the  distributor  for,  a  multibillion- 
dollar  fund  for  institutions  much 
like  a  money  market  mutual  fund  of 
today.  The  bank  thought  interest 
rates  would  fall,  so  it  extended  ma- 
turities way  beyond  the  norms.  In- 
stead, rates  rose,  and  First  Chicago 
and  Salomon  faced  the  choice  of 
marking  down  share  values  drasti- 
cally or  putting  in  more  capital. 
They  chose  to  stand  behind  the 
losses  by  investing  additional  mil- 
lions. They  also  decided  to  get  out 
of  the  business.  Now  Goldman, 
Sachs  is  running  that  portfolio. 
Moral:  It  is  very  risky  to  try  to  out- 
guess money  market  movements. 
Watch  out  for  those  who  try. 

Indeed,  beware  of  those  who  pay 
too  little  as  well  as  those  who  pay 
too  much.  In  its  last-gasp  financial 
ads,  BBS  offered  20-year  zero  cou- 
pon Treasury  issues  with  yields  of 
only  11.65%,  when  the  going  rate 
was  closer  to  11.9%;  and  12.45% 
GNMAs  when  most  others  were 
paying  12.9%.  Pushed  to  the  wall, 
the  firm  was  trying  to  entice  the 
unwary  into  accepting  a  lower 
yield.  To  the  prudent  investor,  be- 
low-market  yields  are  as  important 
a  signal  as  above-market  yields. 

Rule  four:  Look  into  the  repo 
practices  of  your  money  market 
fund.  Both  Dreyfus  Corp.  and  Fidel- 
ity Management  &  Research,  which 
together  have  about  $25  billion  in 
taxable  money  market  funds,  re- 
quire 101%  or  102%  collateral  on 
RPs,  deposited  with  the  funds'  bank 
trustee.  Furthermore,  and  very  im- 
portant, the  collateral  is  "perfect- 
ed," a  legal  term  meaning  that  it 
really  belongs  to  Dreyfus  or  Fidelity 
and  is  not  subordinated.  (On  the 
other  hand,  some  Dreyfus  funds 
have  some  of  those  long  maturities 
touched  on  above.  Is  Dreyfus  trying 
to  outguess  the  market?)  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


Alexander  Paris  sees  gloom  and  doom, 
but  that  doesn  't  mean  he  s  bearish . . .  yet. 

PLAYING  THE 
CREDIT  CYCLE 


By  Susan  Lee 


Some  mighty  big — and  mighty  sav- 
vy— investors  pay  up  to  $80,000  a 
year  to  read  what  Alexander  Paris 
says  about  the  economy  and  the 
market.  Why?  Because  Paris,  who 
has  been  writing  reports  for  Barring- 
ton  Research  Associates  since  1977, 
isn't  just  any  old  scribbler.  "I  end  up 
being  a  contrarian,"  he  says,  "be- 
cause I  have  a  different  economic 
theory  and  approach  to  business  cy- 
cle forecasting." 

The  Paris  difference  comes  from 
the  Austrian  school  of  economics, 
which  teaches  that  government  in- 
tervention cannot  succeed  in  the 
long  run.  But  isn't  the  current  ad- 
ministration pro-free  market?  Yes, 
but  its  deficits  are  creating  a  situa- 
tion where  a  recourse  to  the  print- 
ing press  has  become  inevitable. 
"I'm  a  long-term  gloomer  and 
doomer,"  Paris  says,  "except  I'm  a 
practical  one  who  plays  the  credit 
cycles  one  at  a  time." 

What  part  of  the  cycle  is  Paris 
playing  now?  Uppermost  in  his 
mind  is  the  dollar.  If  it  continues  to 
weaken,  Paris  thinks  the  Fed  will 
keep  to  an  easy  money  stance  to 
replace  the  money  foreigners  are  no 
longer  willing  to  lend.  Thus  he  ex- 
pects both   inflation   and   interest 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


rates  to  head  up. 

Paris  has  been  right  on  the  mark 
lately.  He  started  forecasting  the 
fall  of  the  dollar  in  the  beginning  of 
March,  before  its  two-week  10%  de- 
cline. Despite  the  dollar's  subse- 
quent seesaw,  he  still  thinks  its  ba- 
sic trend  is  down. 

Why  down?  Because  the  dollar's 
fundamentals  are  deteriorating.  Ac- 
cording to  Paris,  the  U.S.  is  losing 
its  investment  advantage  over  Eu- 
rope and  Japan:  U.S.  growth  is  slow- 
ing, while  foreign  economies  are 
gaining  steam.  But  the  key  for  him 
is  that  the  spending  and  credit 
binge,  with  its  resulting  higher  in- 
flation, will  depreciate  the  dollar. 
Such  a  depreciation  will  be  benefi- 
cial, short  term  at  least,  to  U.S. 
firms  with  major  exposure  overseas. 

This  leads  Paris  to  the  following 
conclusions:  Portfolios  should  be 
readjusted  in  three  areas  to  profit 
from  a  weaker  dollar  and  a  speedup 
in  inflation.  First,  investors  should 
buy  gold  stocks.  He  favors  North 
American  firms  over  South  African 
because  they  are  expanding  produc- 
tion while  cutting  costs.  And,  of 
course,  they  carry  less  political  risk. 

Paris  is  hot  for  Canadian-based 
Placer  Development,  which  owns 
gold  mines  in  Australia  and  Mon- 
tana and  70%  of  Equity  Silver 
Mines  in  British  Columbia. 

Shorter  term,  Paris  likes  high- 
tech  companies  with  substantial  in- 
ternational business,  especially 
firms  selling  capital  goods,  for  two 
reasons:  Demand  for  their  products 
should  pick  up,  and  their  stock 
prices  have  been  hammered  recent- 
ly. They  might  also  be  takeover 
plays.  Every  computer  company,  ex- 
cept IBM,  is  a  takeover  candidate, 
says  Paris. 


Who  would  do  the  taking  over? 
Firms — such  as  Ford,  GM,  Chrysler 
and  GE — that  want  to  get  into  fac- 
tory automation.  And  telecommu- 
nications giants — such  as  AT&T, 
ITT  and  GTE — that  need  to  com- 
pete against  IBM.  Japanese  and  Eu- 
ropean firms  could  also  be  big  buy- 
ers, especially  the  Europeans,  who 
are  way  behind  in  technology  and 
want  desperately  to  close  the  gap. 

Likely  takeover  candidates,  ac- 
cording to  Paris,  are  Sperry,  Digital 
Equipment  and  Prime  Computer. 

Paris  is  also  betting  on  metals  and 
mining  companies.  These  firms, 
which  were  decked  by  the  strong 
dollar,  will  revive  as  the  dollar  falls 
and  demand  heats  up.  And,  given 
their  current  low  inventories,  the 
revival  will  be  lively. 

Paris  mentions  a  rather  neat 
broad-based  play:  Minerals  &  Re- 
sources Corp.  (Minorco),  a  Bermu- 
da-based company.  With  Minorco, 
investors  can  play  lots  of  different 
raw  materials  all  in  one  stock.  Min- 
orco owns  22%  of  Phibro-Salomon, 
29%  of  Engelhard  (gold  and  plati- 
num), 29%  of  Consolidated  Gold 
Fields  (which,  in  turn,  owns  27%  of 
Newmont  Mining — mining  and  oil) 
and  60%  of  Inspiration  Resources 
(copper  and  chemicals).  Almost  this 
exact  chain  was  created  by  Charles 
Engelhard,  who,  by  the  way,  was  the 
inspiration  for  Ian  Fleming's  Auric 
Goldfinger. 

The  net,  then,  is  that  Paris  fore- 
casts the  dollar  will  fall  gradually, 
igniting  a  strong  recovery  in  Europe 
and  sustaining  3%  to  4%  GNP 
growth  here,  at  least  through  the 
first  half  of  1986.  He  figures  that  the 
Dow  could  hit  1400  to  1500  this 
year.  He  thinks  the  Consumer  Price 
Index  could  climb  to  7%  to  8%  by 
the  end  of  this  year  and  to  double 
digits  in  1986.  Interest  rates,  of 
course,  would  rise  apace.  Investors 
who  agree  should  load  their  portfo- 
lios with  cyclical  stocks,  especially 
capital-spending  companies  with 
international  exposure.  And  they 
should  hedge  against  inflation  with 
precious  metals.  Bonds?  The  bear- 
ish implications  seem  obvious. 

Inflation  is  staying  down  these 
days,  and  the  belief  is  spreading  that 
it  is  no  longer  a  major  menace;  Paris 
clearly  disagrees.  And — as  long  as 
I've  mentioned  Goldfinger — consid- 
er his  advice  that  the  best  way  to 
double  your  money  was  to  fold  it 
once  and  put  it  in  your  pocket.  Par- 
is, obviously,  does  not  belong  to  the 
Goldfinger  school.  ■ 
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Forbes  Market/ 


REAL  ESTATE 


TRAPPER  PEAK  RANCH 

he  ranch  is  nestled  below  one  of  west- 
m  Montana's  most  spectacular  moun- 
lin  peaks,  where  the  views  are  truly 
wesome.  It  is  located  at  the  south  end 
f  the  Bitterroot  Valley,  an  easy  drive 
om  Missoula.  This  all  deeded  ranch 
ijoins  the  National  Forest  and  is  pri- 
ate  enough  for  a  small  herd  of  elk  to 
ill  it  "home"  year  round.  Besides 
:ing  one  of , the  few  significant  real 
itate  holdings  in  the  area,  it  boasts  one 
?  the  most  tastefully  complete  set  of 
nprovements  ever  found.  Contact  Ex- 
usive  Agents  for  Sellers: 
Hall  &  Hall,  Inc.,  P.O.  Box  1924, 
Sillings.  MT  59103.  (406)  252-2155 


DISTRIBUTORS  WANTED 


NEW  PRODUCTS 
FOR  DISTRIBUTION 

te  are  an  established,  publicly-owned 
&D  company  with  40  years  experience 
i  that  field.  We  have  developed  more 
3W  products  than  we  can  market,  and 
•e  seeking  reliable  firms  capable  of 
rarketing  products  in  the  pharmaceu- 
:al,  health-care,  medical  devices,  spe- 
alfy-chemical,  and  cosmetic  fields, 
rincipals  only. 

United-Guardian,  Inc. 

P0.  Box  2500 

Smithtown,  New  York  1 1 787 

(516)273-0900 

TWX:  510-227-6230 


!   BUSINESS  PRODUCTS 
AND  SERVICES 

I 

ANDREW  CANNELLA 

ROOFING  CO..  INC. 
COMMERCIAL-INDUSTRIAL 

I'oofing.  Repairs.  Maintenance  Pro- 
ms. Coatings.  Waterproofing.  Sheet 
al  Licensed  Applicators  for  Carlisle, 
jtevens.  Barra.  Roofing  from  $1.45- 
15  per  sq  ft — 337  Paramus  Road/ 
Imus.  NJ  07652 
t  Estimates  (201 )  794-8850 


ISCELLANEOUS  FOR  SALE 

I 

WESTMENT  GEMSTONES! 
UARANTEED  LIQUIDITY!!! 

wholesale  catalog.  Satisfaction  Gtd 
18  yrs!  Member:  Jewelers  Board  of 
lie.  Chamber  Commerce.  American 
l  Trade  Assn . 

HOUSE  OF  ONYX 

No.  One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


ISINESS  OPPORTUNITIES 


ETINC  PLANNER  NETWORK 


W  to  youf  income  o'  voof  company  s  bottom  line  by 
tCftvtng  ihe  highest  commiswons  on  ihe  groupv  meetings 
;  lUvel  you  book 
'  unique  concept  lor  S2  300  thai  includes  lull  package  lor 

•ginning  o*  experienced  planners 

305/394-3500 
I.  Conference  Network,  Inc. 

1515  N    Federal  Hwy     #300 
Boca  Ralon.  Fla    33432  USA 


BUSINESS  OPPORTUNITIES 

BECOME  A 

SUCCESSFUL 

HOMEBUILDER 

Profit  immediately  Irom  the  WWII  Baby  Boom  Low  US 
Government  interest  rates  makes  NOW  the  time  to  build 
Modular  Homes  No  risk  High  profits  FHA/VA  approved 
Modular  Homes  come  with  everything,  including  ap- 
pliances, cabinets,  carpet  &  lightbulbs  No  construction 
experience  needed  Distributorships  only  $2,500  Com- 
plete Profit  Manual  gives  all  details,  proforma,  cost 
forms,  sample  contracts,  plans,  specs,  actual  loan 
documents,  sample  ads.  Easy  financing  from  any  S&L. 
Order  your  Modular  Home  Profit  Manual  today  Tax 
deductible.  15-day  satisfaction  guaranteed  Immediate 
UPS  shipment  $65  +  S3  50  S&H  Call  toll-free  or 
make  $68  50  check  payable  to 

MACN  Thermal  Homes,  Inc. 

Suite  401 . 1  st  American  Bank  Bldg 

1515  N  Courthouse  Rd 

Arlington.  VA  22201 

MasterCard/VISA 

AMEX  orders 

Please  call  24  hrs  toll-free    (800)  368-3238 


BUSINESS  OPPORTUNITIES 

Profitable  established  businesses  located 

west  of  the  Mississippi  for  sale  by  owner. 

Many  owner  financed.  All  price  ranges 

available,  over  500  to  choose  from.  Call 

Collect:  Mr  Toxie  Thomas 

(303)  630-8188 

AFFILIATED  BUSINESS 

CONSULTANTS 

Box  6339.  Dept  F.  Co  Spgs  .  CO  80934 
No  fee  lo  buyer  involved 


rmJ       13,000  BUSINESSES 
i*W               I  r.'<  )M  CCAS1 
j»*^                      TO  COAST 

No  Brokeroge  Commission 
nquines  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Ion  Free  800  327  9630 
In  Flo  call  305  462  2524 

OWN  YOUR  OWN  BUSINESS 

$28,000 

Cost  of  inventory  only.  Market  National  brand 
named  product.  Complete  marketing  program 
Guaranteed  results.  Train  at  corporate  headquar- 
ters in  Grand  Rapids,  MI.  Expenses  paid  to  quali- 
fied respondents.  One  call  explains  complete  busi- 
ness program.  CALL  TOLL  FREE:  1-800-328- 
2080.  In  MI  call  collect  (616)  243-2647. 


500%  RETURN  IN  12  MONTHS? 


And  its  unconditionally  guaranteed  by  sales  pro- 
ceeds on  our  multi-palented  equipment  now  being  adver- 
tised on  a  full  page  basis  in  all  majof  textile  and  paper 
pulp  publications  ol  the  world  Don't  let  this  high  return 
keep  you  Irom  answering  this  ad'  Every  time  we  pay 
you  500%  we  earn  100%  while  serving  two  important 
industries' 

Let  us  prove  it  to  you1  This  otler  expires  soon  Act  now 
Call  Mr  T  Themy,  President  B01  -532-5603,  Utah 


EVERYONE  IS  LOOKING  FOR  A 
BUSINESS  OPPORTUNITY 

^>  Become  a  Business  Broker. 
SAI®  offers  a  complete  Owner/ 
Operator  Program.  For  private  ap- 
pointment call:  (800)  243-4417 


Structured  Approaches  Inc. 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


SiampUn  Mail,  £td. 


BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms;  By  having  your  com- 
pany name  or  logo  "on  a 
quality  product  from 
HAMPTON  HALL,  LTD. 

For  nearly  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

I'lease  call  or  write  for  our 
brochure. 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 

New  York,  N.Y.  10001 

Suite  903-04 

(212)  685-2440 

(Minimum  order 

150  pieces  per  item) 

Dept.  FB  5 


CORPORATE 
PORTRAITS 


TRAVEL 


FLY  FOR  LESS 


PORTRAIT  IN  OILS' 

FROM  YOUR  PHOTO 
CALL  OR  WRITE  FOR 
FREE  BROCHURE 

213  -  276-2224 

MICHAEL  FRAMER 
1260  S  Beverly  Glen  Bl 
Los  Angeles.  CA  90024 


SAVE  25  -  60%  on  first  class 
travel  to  Europe,  Mid-East,  Hawaii, 
Caribbean,  S.  Pacific  and  Orient. 

THE  COUPON  BROKER 

1 780  S.  Bellaire  #1 25,  Denver,  CO  80222 
(303)759-9768  ESTAB.  1979 


DRESS  SHIRTS 


THE  FINEST 

100%  COTTON 

2x2  PINPOINT 

SHIRT  MADE! 

Now  available  direct  to  you  at  a  substantial 
savings1  The  same  button-down  dress  shirt 
you  have  purchased  for  $50  .:. 
from  fine  men's  stores 
ONLY  $33.50  each!  Two  or 
more:  $32  EACH!  (Include 
$2.50  for  shipping;  Califor- 
nia residents  include  sale, 
tax)  White,  Blue  or  Pink  ||p 
VISA  or  M/C  orders  call||f 
(415)  656-6262  Or  mail  §§: 
check,  VISA  or  M/C  no  w/f-f 
expiration  date,  collar  and/?: 
sleeve  length  and  color  '■-  J; 
selection  to 

AUSTIN  FORBES 

44  Monterey  Blvd.  Dept.  F 

San  Francisco,  CA  94131 

YOUR  SATISFACTION  GUARANTEED 


EXECUTIVE  SERVICES 


GOT  A  KNOTTY  PROBLEM? 


tiecleaning 

by  tiecrafters 

r  expert  handwork  does  wonders 
in  restoring  the  beauty,  brightness 
and  shape  of  fine  neckwear  It's  the 
best  care  your  ties  can  get        OM) 


Mil 


i  lie 


FREE 

Tips  on 


ties  narrowed 

ftS        ALL  BY  HAND 

You  can  trust  tiecrafters  for  the 
finest  hand  shaping  and  sewing 
Ties  look    just  bought '     gOOM 

Comb  Slim  and  Clean,  only  $7.50  ea 
Choice  of  width      Mm  4  ties 


ticcra-ftere 


since  1952 


1 1 8  East  27th  St.  N.w  York,  N.V. 
(212)867-7678     •       10016 


MAILING  LISTS 


BUSINESS  LISTS 
FROM  YELLOW  PAGES 


Need  a  list  or  Mailing  Labels  lor  any  Yellow 

Page  Category  in  U.S.?  Call  (402)  331-7169 

lor  our  tree  catalog  today,  or  write  to: 

American  Business  Lists  Inc. 

PO.  Box  27347,  Dept.  1225 
Omaha,  Nebraska  68127 


Forbes:  CapitalistTooP 


For  additional  information  on  Forbes  Market/Classified,  call  Linda  Loren  at  (212)  620-2440 


Stock  Trends 


MONEY  &  INVESTMENTS 


Doesrit  any  potential  flight  from  the 
dollar  contain  in  itself  the  seeds  of  its 
own  correction? 

A  DILLY, 
THE  DOLLAR 


By  Ann  C.  Brown 


If  I  had  to  single  out  the  single  most 
important  reason  behind  the  latest 
motionless  market,  chances  are  it 
would  be  the  world's  preoccupation 
with  the  strength  of  the  dollar.  Like 
the  bumblebee,  which  theoretically 
is  unable  to  fly  because  its  body  is 
too  large  for  its  wings,  the  dollar, 
according  to  most  economic  theo- 
rists, should  be  equally  earthbound 
because  of  the  size  of  the  federal 
deficit  and  the  imbalance  of  trade. 

The  longer  the  dollar  defies  mon- 
etary gravity,  the  greater  the  fear  of 
a  sharp  fall  and  what  it  might  do  to 
the  financial  markets.  Many  money 
managers  say  that  if  and  when  the 
dollar  slips  significantly, '  foreign 
holders  of  American  securities  will 
panic  and  dump  their  issues.  Not 
only  would  foreign  investors  suffer 
if  the  U.S.  markets  sagged  as  a  con- 
sequence of  the  pullout  of  both 
overseas  and  domestic  funds,  but 
they  would  also  be  likely  to  lose  on 
negative  currency  translation. 

But  doesn't  any  potential  flight 
from  the  dollar  contain  in  itself  the 
seeds  of  its  own  correction?  Sup- 
pose the  measures  currently  pro- 
posed by  Congress  to  reduce  the 
U.S.  deficit  pass  but  are  deemed  in- 


Ann  C  Broun  is  chief  executive  officer  of  the 
equity  advisory  unci  portfolio  management 
firm  of  AC  Brown  &  Associates. 


adequate  by  Tokyo,  Bonn,  London 
and  Paris.  Suppose  the  decision  is 
made  to  bail  out  of  Yankee  securi- 
ties. Wouldn't  U.S.  interest  rates 
rise  immediately  and  quickly  lure 
back  lost  monies  as  well  as  provide 
the  incentive  for  the  remainder  to 
stay  put?  Where  else  would  foreign 
billions  get  a  better-than-gold  guar- 
antee of  a  stable  government  that  is 
militarily  strong,  financially  sophis- 
ticated and  morally  committed  to 
honor  any  and  all  obligations? 

Last  autumn  1  thought  the  cli- 
mate finally  favored  the  dollar's 
weakening  because  of  what  ap- 
peared to  be  a  slowdown  in  the  GNP 
growth  rate.  Later  it  turned  out  the 
government's  "flash"  figures  were 
flush  with  errors  and  the  economy 
was  continuing  its  roll.  Now  new 
numbers  once  again  point  to  a  mod- 
eration in  economic  activity.  After 
a  brief  selloff,  the  buck  bounced 
back — at  least  part  way — which 
suggests  that  there  are  forces  at 
work  in  the  currency  markets  that 
are  at  odds  with  Wall  Street's  ver- 
sion of  international  finance. 

It  now  appears  that  as  long  as  our 
inflation  rate  remains  equal  to  or 
lower  than  that  of  most  of  our  prin- 
cipal trading  partners,  the  dollar 
will  be  valued  higher  than  mone- 
tary considerations  alone  would 
dictate.  The  British  pound  was  in 
this  position  for  decades.  It  seems  to 
go  with  the  turf  when  you're  the 
world's  wealthiest  nation. 

What  this  suggests  is  that  the 
greenback  may  not  decline  as  much 
or  as  soon  as  most  experts  expect  it 
will — even  if  the  U.S.  economy 
slows.  More  and  more  it  looks  as  if 
we  are  moving  closer  to  one  giant 
Free  World  economy  with  the  bless- 
ing and  backing  of  the  present  Ad- 


ministration, whose  policies  are  de- 
cidedly antiprotectionist.  Mr.  Rea- 
gan &  Co.  are  firm  believers  that 
economic  progress  for  all  men  and 
nations  depends  on  open  and  com- 
petitive markets.  They  are  also 
aware  that  competition  from  within 
or  without  is  a  very  good  way  of 
keeping  inflation  under  control. 
And  low  inflation  should  keep  the 
dollar  sought-after  and  strong, 
which,  in  turn,  will  help  to  keep 
domestic  interest  rates  well  below 
where  they  might  otherwise  be, 
considering  the  deficit. 

If  the  dollar  hangs  in  near  where  it 
is  for  the  rest  of  the  year,  it  suggests 
that  those  companies  with  large 
overseas  sales  exposure  may  find 
that  their  earnings  aren't  what  The 
Street  expects  them  to  be.  Many 
analysts  have  factored  a  sizable  drop 
in  the  dollar  into  their  estimates. 
This  could  make  it  dicey  to  buy 
most  drugs  stocks,  many  oil,  food 
and  household  products  stocks  and 
stocks  of  other  substantial  export- 
ers of  goods  and  services. 

For  now,  it  might  be  wise  to  con- 
fine new  equity  purchases  to  com- 
panies whose  income  comes  mainly 
from  our  own  backyard.  Companies 
like  Piedmont  Aviation  (32),  whose 
business  takes  it  to  apple-pie  cities 
like  Baltimore,  Dayton  and  Char- 
lotte, N.C.  This  creative  carrier  cap- 
italized on  the  1978  airline  dereg- 
ulation, and  earnings  have  been 
climbing  since.  With  much  of  the 
easy  growth  behind  it,  Piedmont 
Aviation's  earnings  could  slow  to 
more  sustainable  increases  of  15% 
or  so  per  year.  For  1985  it  is  expect- 
ed to  earn  $5.35  to  $5.40  per  share. 

Still  looking  good  are  Barnett 
Banks  of  Florida,  NCNB  and  Wa- 
chovia Corp.,  among  last  year's  rec- 
ommended regional  banks.  Home 
Federal  Savings  &.  Loan  continues 
attractive  although  the  stock  has 
nearly  doubled  (Forbes,  fan.  16, 
1984).  And  add  Allied  Bancshares  (25) 
and  First  Union  Corp.  (38).  Allied 
Bancshares  owns  a  batch  of  little 
Texas  banks  and  is  ready  to  move 
into  Louisiana  come  the  day  of  in- 
terstate banking.  This  year  earnings 
per  share  are  estimated  at  $3.30  to 
$3.40— up  from  $2.89  in  1984. 

First  Union  Corp.  is  a  North 
Carolina  bank  holding  company 
with  aggressive,  expansion-minded 
management.  A  big  acquisition  is  in 
the  process  of  being  approved,  so 
1985  earnings  are  hard  to  estimate. 
For  now  First  Union's  EPS  look  like 
$4.85,  vs.  $4.33  last  year.  ■ 
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Traders  hungry  for  action  could  do 
worse  than  look  at  palladium.  Gold  and 
silver,  by  comparison,  look  tame. 

RARER  THAN  GOLD 


By  Stanley  W.  Angrist 


Quick,  name  a  precious  metal  that's 
newer  than  gold  and  twice  as  vola- 
tile. Would  you  believe  palladium? 

The  element,  discovered  in  1802 
by  the  English  chemist  William 
Wollaston,  is  one  of  six  metals 
lumped  together  in  the  platinum 
group.  Among  the  more  common 
precious  metals,  it's  far  and  away 
the  most  volatile.  The  New  York 
Mercantile  Exchange,  where  palla- 
dium is  traded,  calculated  for  1983 
that  the  metal  was  twice  as  volatile 
as  gold,  three  times  more  volatile 
than  cattle  and  stock  index  futures 
and  20  times  more  volatile  than 
T-bill  futures.  If  you  want  action, 
palladium  is  the  pit  to  play  in. 

Palladium's  volatility  is  not  hard 
to  explain.  The  physical  market  for 
it  is  small — only  70  to  80  tons  of 
palladium  are  marketed  annually, 
vs.  about  10,000  tons  of  silver  and 
1,000  tons  of  gold — and  the  futures 
market  is  thin.  Both  of  these  mar- 
kets, of  course,  are  sensitive  to  sup- 
ply and  demand. 

There  is  an  additional  factor  com- 
plicating palladium  prices.  Only 
three  countries  in  the  world — the 
Soviet  Union,  South  Africa  and 
Canada — produce  it  on  a  commer- 

Stanley  W.  Angrist  is  a,  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


cial  scale.  The  Soviets  produce 
about  twice  as  much  as  South  Afri- 
ca and  18  times  as  much  as  Canada. 
Moreover,  they  become  good  stu- 
dents of  those  commodity  markets 
where  they  are  important  suppliers 
or  users.  Thus,  most  observers  agree 
that  the  Russians  would  never 
choose  to  cause  a  collapse  in  the 
market  by  oversupplying  it.  On  the 
other  hand,  the  Russians  have  been 
known  to  tighten  supplies  in  order 
to  try  to  boost  prices. 

There  are  solid  industrial  uses  for 
palladium.  Because  it  has  some  of 
gold's  physical  properties  (conduc- 
tivity, for  example)  and  sells  for 
about  one-third  its  price,  it  is  being 
used  in  place  of  gold  in  the  electron- 
ics industry,  which  accounts  for 
about  35%  of  world  demand.  The 
chemical  industry  uses  it  in  place  of 
platinum  because  of  its  excellent 
characteristics  as  a  catalyst.  That 
industry  absorbs  about  29%  of 
world  supplies.  Medicine  and  den- 
tistry use  19%,  and  automobile 
makers  and  suppliers  take  9%  of 
available  supplies. 

The  Russians  could  not  stop  the 
sharp  drop  in  palladium's  price  in 
late  February,  when  all  the  precious 
metals  went  into  the  tank.  Several 
factors  helped  to  precipitate  the  col- 
lapse, not  the  least  of  them  being 
the  strength  of  the  dollar,  which 
continues  to  suck  funds  from  other 
investments.  In  the  face  of  steady  to 
declining  inflation  rates,  investors 
have  little  incentive  to  keep  their 
funds  tied  up  in  non-income-pro- 
ducing investments,  and  are  thus 
shunning  the  precious  metals. 

Adding  downward  pressure  on 
palladium  prices  are  growing  stocks 
of  the  metal  in  the  New  York  Mer- 
cantile Exchange  warehouse.  Palla- 


dium stocks  grew  from  about 
42,000  ounces  last  fall  to  more  than 
74,000  ounces  in  March.  As  a  result, 
any  hope  of  a  squeeze  of  the  shorts 
was  dashed  as  the  March  contract 
went  off  the  board. 

Despite  these  bearish  fundamen- 
tals, I  continue  to  believe  that  palla- 
dium is  worth  trading  from  the  long 
side.  There  are  two  ways  to  ap- 
proach the  trade.  First,  consider  an 
outright  long  position  in  the  Sep- 
tember contract,  if  it  can  be  pur- 
chased below  $117  an  ounce.  The 
contract  low  is  $106.25,  and  I  would 
try  to  place  my  stop  a  dollar  under 
that.  The  risk  is  not  small,  but  that 
is  the  prudent  place  to  exit  the  mar- 
ket in  the  event  of  an  adverse  move. 
The  palladium  contract  is  for  100 
ounces,  so  a  $1  move  is  worth  $100. 
I  would  look  for  about  a  $10  profit 
or  $1,000  per  contract.  The  margin 
on  the  trade  is  about  $750,  with  a 
round-turn  commission  of  $25  from 
a  discounter. 

A  second  method  would  be  to  set 
up  a  long  June/short  September, 
spread  with  the  June  at  no  more 
than  a  $1.40  premium  to  the  Sep- 
tember. Risk  no  more  than  $3  from 
the  entry  point  ($300  per  spread)  and 
look  for  a  $3  widening  in  the  spread. 
The  margin  on  this  spread  is  $150, 
while  the  round-turn  commission, 
again  from  a  discounter,  is  $50.  ■ 


Volatile ...  as  usual 


Palladium  prices  have  demonstrat- 
ed their  usual  volatility  recently. 
The  June-September  spread  has 
tracked  the  price  movement  in  the 
September  contract  almost  perfect- 
ly. So,  even  a  small  bull  move  in  the 
price  of  the  metal  would  result  in  a 
profitable  move  in  a  bull  spread. 
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Fish  the  rare 

waters  of  the 

Forbes 

Trinchera! 

Come  angle  for  one  of  the  rarest 
sporting  fish  in  the  U.S. — the 
Rio  Grande  Cutthroat  trout 
— in  streams  where  they're  native, 
not  hatchery-spawned.  Our  primary 
fish,  they  wouldn't  know  what  a 
hatchery  is!  The  Rio  Grande  Cut- 
throat has  been  in  our  waters  since 
Day  One.  There's  also  Yellowstone 
Cutthroat,  Rainbow  and  Brook  to 
go  for,  in  an  unparalleled  setting. 

Bookings:  Monday  to  Friday  only, 
$1,500,  including  room  and  board. 

Season:  July  15— August  9. 


Observations 


Contact: 

Errol  Ryland,  Manager 

Rirbre  Trinchera 

Danrh     F< '«  Garland,  CO  8 1 1 3  3 
fXUllMf    '03-379-3263 


MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


Nobody  else  will  look  after  your  savings 
as  carefully  as  you  ought  to. 

A  FOOL  AND 
HIS  MONEY . . . 


find  ways  of  weaseling  out  of  the 
guarantees  they  have  given  deposi- 
tors and  investors  because,  when 
they  accepted  the  fools'  burdens, 
they  tried  to  have  it  both  ways. 
They  wanted  the  depositors  and 
other  lenders  to  believe  that  their 
funds  were  safely  insured — but 
without  making  it  too  obvious  to 
the  taxpayers  that  they  were  on  the 
hook  as  the  insurers.  So  the  guaran- 
tees are  often  complex  and  unclear. 
In  good  times,  nobody  bothers  to 
read  the  fine  print.  But  now  people 
trying  to  collect  on  the  insurance 
are  finding  that  the  policy  isn't  as 
ironclad  as  they  thought. 

When  people  realize  that  the  guar- 
antees are  less  than  ironclad,  the 
psychological  impact  brought  about 
by  the  weaseling  out  is  bound  to  be 
severe.  The  shock  will  produce  bar- 
gains in  such  things  as  foreclosed 
farmland  for  those  who  can  lay  their 
hands  on  the  funds  to  buy  them. 

Right  now  only  one  thing  stands 
between  us  and  the  panic-inducing 
realization  that  modern  society  has 
assumed  such  enormous  responsi- 
bilities that  it  will  probably  have  to 
weasel  out  of  some  of  them.  That 
one  flimsy  barrier  is  the  econo- 
mists' crazy  doctrine  that  only 
money  matters,  credit  doesn't 
count.  Now  the  fools'  credit  losses 
are  starting  to  mount,  and  the  poli- 
ticians are  starting  to  look  for  the 
easy  ways  out. 

Things  are  bound  to  get  worse 
before  they  get  better,  because  most 
borrowers  and  lenders  still  accept 
the  economists'  theory  and*  ignore 
the  lessons  of  history.  Ever  since  the 
modern,  credit-fueled  financial  sys- 
tem started  to  develop  in  the  late 
17th  century,  overexpansions  of 
credit  have  led  to  violent  and  pain- 


.  .  .  are  soon  parted.  The  truth  of  that 
cliche  is  being  proven  daily.  We  have 
thrown  up  all  kinds  of  regulations  to 
protect  the  fools  and  the  mentally 
lazy,  but  the  sad  fact  is  that  they 
cannot  change  human  nature. 

Already,  government  insurance  of 
deposits,  and  of  things  like  mort- 
gages and  foreign  loans  has  dramati- 
cally reduced  the  prudent  attention 
we  feel  we  have  to  give  to  our  own 
affairs— but  only  by  shifting  the 
losses  from  the  fools  alone  onto  all 
of  us  as  taxpayers.  Over  the  next 
several  years  we  taxpayers  are  going 
to  be  making  huge  payments  to  bail 
out  the  fools,  mostly  through  the 
hidden  tax  of  inflation. 

That  can't  be  helped  any  longer, 
but  there  will  be  ways  for  prudent 
and  alert  investors  to  make  some 
offsetting  gains  out  of  the  inevitable 
debacle — if  they  can  get  their  hands 
on  their  savings  to  take  advantage  of 
them.  The  main  risk  for  astute  peo- 
ple is  that  their  funds  will  be  tied  up 
along  with  the  fools',  as  the  Bald- 
win-United annuity  holders'  funds 
are  now.  Avoiding  that  risk  will  not 
be  easy;  but  now,  more  than  ever, 
liquidity  is  an  investor's  best  friend. 

The  politicians  will  be  able  to 

Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis. 
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ful  contractions  at  fairly  regular  in- 
tervals. The  first  contraction  hit  in 
1720,  after  the  British  and  French 
governments  had  tried  to  protect 
their  taxpayers  from  the  debt  bur- 
dens of  Marlborough's  wars  against 
Louis  XIV  by  exchanging  claims 
against  the  government  for  shares  of 
the  first  concept  stocks — those  of 
the  South  Sea  and  Mississippi  com- 
panies. Economists,  being  model- 
builders,  not  historians,  have  for- 
gotten that.  And  by  telling  us  that 
financial  trouble  cannot  happen  as 
long  as  the  money  supply  is  kept 
under  control,  they  have  ignored 
the  lessons  of  the  past  and  talked  us 
into  the  biggest  borrowing  and 
spending  spree  in  all  history. 

Today  the  money  that  fools  are 
getting  parted  from  is  often  not 
their  own,  but  funds  for  which  they 
are  responsible  to  other  people.  For 
example,  making  a  loan  to  a  fly-by- 
night  outfit  like  E.S.M.  and  letting 
it  hold  the  collateral  is  as  dumb  as 
you  can  get.  And  the  reason  fools 
get  to  invest  our  funds  is  that  we 
blithely  assume  that  everything  is 
underwritten  and  guaranteed. 

The  trust  we  place  in  people  we 
have  never  seen  is  extraordinary.  In 
ten  years  as  president  of  a  mutual 
fund,  I  can  recall  only  two  or  three 
occasions  on  which  shareholders 
.showed  up  at  the  annual  meeting  to 
see  what  my  staff  and  I  looked  like. 
And  in  many  years  of  attending  the 
■annual  meetings  of  policyholders  of 
mutual  life  insurance  companies  I 
:never  saw  a  policyholder  who  was 
not  also  an  employee  or  retired  em- 
ployee show  up.  The  blind  trust  this 
behavior  indicates  is  badly  mis- 
placed— as  so  many  investors  and 
depositors  are  discovering  almost  ev- 
ery day. 

Such  trust  imposes  a  burden  upon 
institutions  they  are  not  capable  of 
bearing.  An  institution  is  no  better 
than  the  individual  people  who 
make  its  decisions.  Of  course,  you 
can't  tell  for  certain  whether  an  in- 
vestment manager  is  responsible  by 
looking  at  and  listening  to  him,  but 
you  can  certainly  form  a  better 
opinion  than  you  can  by  just  reading 
the  annual  report  written  by  his 
public  relations  department.  Soci- 
ety as  a  whole  will  not  mend  its 
sxcessive  borrowing  and  spending 
habits  until  investors  and  beneficia- 
ries start  to  take  a  responsible  inter- 
est in  what  is  being  done  with  their 
:unds.  No  regulator  is  as  interested 
n  what  happens  to  your  savings  as 
you  ought  to  be.  ■ 
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FIDELITY 
GOES  QIC. 


V 


Fidelity  now  introduces  it's  newest  stock 
fund— Fidelity  OTC  Portfolio.  The  aggressive 
growth  fund  that  seeks  capital  appreciation 
in  today's  exciting,  often  volatile  over-the- 
counter  market.  Guided  by  intense  research 
f  m    ~~m  WS±  and  active  management,  Fidelity  OTC  pur- 
^  •wJ»M»  sues  °PPortunities  often  overlooked  by  less 
**  m    »m^^»^  aggressive,  more  broadly  focused  funds. 
^Vll  ^  Call  today  for  a  free  fact  kit.  Start  with 

^ *         only  $2500.  $500  for  IRAs. 

For  more  complete  information,  including  management  fees,  expenses, 
and  the  3%  sales  charge,  call,  write  or  visit  Fidelity  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  1-800-544-6666  (In  Mass. 
617-523-1919).  Fidelity  Distributors  Corporation,  RO.  Box  832,  82  Devon- 
shire Street,  Boston,  MA  02103,  Dept.   J  B  050685 

QIC  Portfolio 

Fidelity  Investments 

Call  Free  J  300-544-6666 


Why  you  deserve  more 

than  discounts  from  your 

discount  broker. 


"Certainly,  commission 
discounts  are  important.  But 
there  are  many  services  that  are 
just  as  important.  And  I  believe 
that  when  you  choose  a  broker- 
age firm,  you  should  get  a 
complete  package  That  means 
discounts  and  services:1 
-Charles  R.  Schwab,  Chairman  and  Founder 
You  'II  get  these  services  at  Schwab: 

i/*  24-hour,  7-day-a-week  order  entry 
service.  So  you  can  place  your  trades 
whenever  it's  most  convenient  for  you. 

iS  Instant  order  execution  on  most 
market  or  market  type  orders. 

i/*  Increased  buying  power  with  low 
cost  margin  loans. 

iS  Over  200  no-load  and  low  load 
mutual  funds  that  you  can  buy  through 
your  Schwab  discount  brokerage 
account  It's  just  as  easy  as  buying 
stocks.  (Prospectuses  available) 

v"  Clear,  comprehensive  account 
statements. 


i^  $2,500,000  protection  for 
your  securities  at  Schwab 
(limited  to  $100,000  for  claims 
in  cash). 

^  No  sales  pressure— ever. 

j/*  Plus  discounts  of  up  to  76% 
on  commissions  compared 

to  rates  charged  by  full-commission 

firms. 

"cA"orL"^rTODAY" 

for  a  free  booklet  describing  Schwab's 
quality  services  and  discounted  commissions 

1-800-826-2700 

In  Nebraska  call  1-800-227-3800 

24  hours  a  day,  7  days  a  week. 

Charles  Schwab 

DISCOUNT  BROKERAGE       r^^ 
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A  BankAmenca  Company 
America's  Largest  Discount  Brokerage  Firm 
Member  New  York  Stock  Exchange,  Inc 
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101  Montgomery  St.,  San  Francisco, CA  94104 


THIS  SPACE  CONTRIBUTED  AS  A  PUBLIC  SERVICE 

To  understand  much  of 
what  we're  doing  with 
respect  to  cancer  research, 
you'd  need  a  graduate 
degree  in  microbiology  or 
biochemistry. 

But  to  understand  how 
well  our  educational 
programs  and  service 
resources  help  both 
patients  and  their  families, 
simply  talk  to  one  out  of 
every  100  Americans  who 
are  part  of  our  volunteer 
program.  Or  talk  to  one  of 
the  3  million  who've 
survived  cancer. 

The  battle  isn't  over  but 
we  are  winning. 

Please  support  the 
American  Cancer  Society. 


AMERICAN  I 
^CANCER  I 
?  SOCIETY*   J 


Vienna  79 

VIENNESE  CONTINENTAL  CUISINE 

1.  i       1       k       i  ..  Rating  b\  t'orbes& 
A    A    A    A    (iourmet  Magazine 

Lunch  *  Dinner  •  CcK'ktuils  *  Closed  Sunday 
35  East  60th  St.  (Bet.  Park  &  Madison) 
Reservations  Suggested  758-1051/734-4700 
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n  N.Y  Times 


RISTORANTE 

ITALIANO 

LUNCH  &  DINNER 

Amer.  Express  & 

Diners  Club 

251  E.  53rd  Street 

(Bet.  2nd  &  3rd  Aves.) 

NYC  753-8450-1 


X 


"A   Fine   Balance   of   Northern   and   Southern    Italian 
Specialties  .  .  .  Polished  and  Sophisticated." 
NY  Times  March  19,  1982 

Private  Room  For  Parties  A 

65  East  54th  St,  NYC » Tel  751-1555         jjj 

140 


Psychology  &  Investing 


MONEY  &  INVESTMENTS 


Perhaps  the  most  useful  advice  40-ish 
managers  in  a  funk  need  to  hear  is  this: 
Dont  make  a  career  change  in  haste 

MIDCAREER 
CHANGES 


By  Srully  Blotnick 


A  talented  and  achieving  executive 
in  his  40s  suddenly  loses  his  ambi- 
tion. Puzzled  at  his  diminishing 
drive,  he  concludes  that  he  has  lost 
interest  in  his  work.  "Time  for  me 
to  do  something  else,"  he  tells  him- 
self. "I  should  make  a  career 
change."  Anyone  tempted  to  take 
that  advice  should  pause.  He  prob- 
ably will  be  better  off  having  his 
head — or  his  motives — examined 
instead. 

People  just  beginning  their  climb 
up  the  corporate  ladder  most  often 
cite  "money  and  titles"  as  their 
long-term  goals.  But  having  finally 
achieved  both,  they  often  find  that 
the  inner  urgency  that  helped  get 
them  that  far  rapidly  evaporates. 
"What  I  need  most  now  is  a  new 
world  to  conquer,"  they  start  telling 
themselves.  In  most  cases  they  are 
well  aware,  even  if  they  don't  say  it 
aloud,  that  the  benefits  they  seek 
from  such  a  switch  are  psychologi- 
cal as  well  as  financial.  "I've  got  to 
have  a  shot  in  the  arm,  a  boost," 
they  claim. 

Managers  who  are  distressed  to 
see  their  level  of  drive  decrease  dur- 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The  Pri- 
vate Lives  of  Successful  Career  Women,  just 
published,  and  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 
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ing  their  40s  need  to  know  that  this 
is  a  common  event.  Not  realizing 
this,  they  conclude  they're  the  only 
ones  whose  energy  level  is  sagging, 
and  react  unwisely.  "I  look  at  all  the 
other  eager  beavers  my  age  around 
here,"  a  43-year-old  production 
manager  at  a  large  electronics  firm 
told  me,  "and  I  feel  like  Methuselah 
by  comparison." 

This  Methuselah  would  be 
shocked  to  hear  what  many  of  his 
peers  have  told  me  in  private — 
namely,  that  they  too  find  them- 
selves lethargic  at  times.  Indeed, 
that  is  precisely  the  reason  they  de- 
liberately radiate  such  an  "image  of  i! 
purpose,"  at  least  when  their  supe 
riors  are  around.  "Appearances 
count  as  much  as  substance,"  one  of  I 
"Methuselah's"  peers  remarked. 

If  you  have  a  temporary  case  oft' 
the  "blahs,"  don't  bother  following 
that  example.  Whatever  your  peers ^ 
make  of  it,  your  superiors  are  not 
likely  to  be  fooled.  They  will  focus- 
above  all  on  the  quality  and  quanti- 
ty of  your  output,  not  your  mood.  A' 
senior  executive  at  General  Elec- 
tric: "Some  people  'work  happy.' 
Others  do  their  work  wearing  a  sour 
puss.  All  I  care  is  that  they  get  the 
job  done  right." 

Perhaps  the  most  useful  advice^  I 
40-ish  managers  in  a  funk  need  to  J 
hear  is  this:  Don't  undertake  a  ca-i  ! 
reer  change  in  haste.  I  say  that  be-  J 
cause  a  record  proportion  of  the  < 
managers  I  monitor  are  considering  J 
such  a  switch. 

The  whole  idea  of  "starting  over"    'f 
is  an  especially  appealing  one  tc 
Americans,  most  of  whose  ances- 
tors  did  just  that  to  get  here.  Bui 
times  have  changed.  We  live  in  a   s 
period   characterized   by   educatec    ; 
professionals,  not  semiskilled  labor    ti 


ers.  Throwing  away  your  creden- 
tials, competence  and  contacts  in 
the  fanciful  hope  of  finding  the  busi- 
ness equivalent  of  the  Fountain  of 
Youth  can  harm  your  mental,  and 
economic,  health. 

What  are  the  odds  against  a  suc- 
:essful  career  switch  undertaken  in 
Dne's  40s?  Astonishingly  high.  In 
statistical  terms,  more  than  70%  of 
ill  the  professionals  I've  tracked 
.vho  made  a  career  change  during 
:heir  40s  made  yet  another  change 
within  five  years. 

It's  not  because  they  simply  be- 
:orae  addicted  to  change  for  its  own 
sake.  In  most  cases  they  move  on 
igain  because  they  are  disappointed 
vith  the  degree  of  success  they  are 
tble  to  achieve  in  their  new  field. 
'It  was  much  rougher  than  I 
I  hought  it  would  be,"  said  a  dentist 
;  vho  left  his  profession  at  42  to  open 
i  restaurant.  "I  went  belly  up  for 
>i320,000— all  the  money  I  had— in 
jess  than  three  years.  I  was  a  novice 
ompeting  against  pros." 
i  Maybe  you  really  are  tired  of  your 
iield — "burnt  out,"  in  the  current 
argon.  But  it's  far  more  likely  that 
vhat  you  are  experiencing  in  your 
•Os  is  the  same  temporary  slump 
nore  than  60%  of  your  professional 
ieers  will  also  feel  for  part  or  even 
ouch  of  the  decade.  To  think  you 
re  "burnt  out" — a  dangerously 
nisleading  description  of  the  situa- 
ion — and  therefore  wise  to  switch 
ields  is  usually  a  serious  mistake. 
Vhat's  really  going  on  is  that  be- 
ween  the  ages  of  37  and  53  you  are 
ikely  to  get  few  if  any  compli- 
lents.  As  a  veteran  in  your  field, 
ou  are  assumed  not  to  need  them. 
Nevertheless,  that's  disorienting  to 
lost  hard  workers,  since  they  take 
he  silence  personally  and  interpret 
:  as  criticism. 

There  is  a  solution,  perhaps  the 

nly  effective  one:  Be  a  self-starter. 

.ealize   how   much    latitude    you 

ave  to  explore — and  to  act  on — 

worthwhile  ideas.  A  bit  of  stoicism 

|lso  helps.  An  airline  pilot  in  my 

[ample,   46,   recently  commented, 

A  professional  does  his  work — 

oes    his    best — even    when     he 

oesn't  feel  like  working  at  all."  In 

n  era  that  has  grown  almost  too 

sychological,  too  attuned  to  inner 

tgnals  instead  of  external,  work- 

fclated   demands,    those   are   wise 

rords.  It  is  easy  to  get  an  erroneous 

message   from    those    signals    and 

lead  off  down  the  wrong  path — too 

lite,  once  the  years  pass,  to  come 

,ack  and  do  well.  ■ 
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INVEST  OVERSEAS 
THE  EASY  WAY. 


Now  you  can  bring  home  the 
performance  of  foreign  stocks. 
The  new  Fidelity  Overseas 
Fund  makes  international 
investing  easy.  With  just 
a  toll-free  call  to  Fidelity. 
Call  today.  Get  a  free  fact  kit. 
Start  with  $2500.  $500  for  IRAs. 

For  more  complete  information,  including  management 
fees,  expenses,  and  the  Fund's  3%  sales  charge,  call,  write  or  visit  Fidelity 
for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
1-800-544-6666  (In  Mass.  617-523-1919).  Fidelity  Distributors  Corporation, 
P.O.  Box  832,  82  Devonshire  Street,  Boston,  MA  02103,  Dept.  JB  050685 

Overseas  Fund 


Fidelity  Investments 

Call  Ftee  1-800-544-6666 


Fidelity  Overseas  Fund  is  not  currently  available  for  sale  to  residents  of  some  states,  including  California,  Maine  and 
New  Hampshire. 
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part,  believes  it  is  performing  a  service  to  its  subscribers  in  extending  its 
scope  as  an  information  medium  on  matters  which  can  promote  the  success 
of  a  subscriber's  business  and  personal  affairs. 

Nevertheless,  some  subscribers  may  not  wish  to  have  their  names  includ- 
ed in  these  mailings.  If  you  would  like  us  to  delete  your  name  from  this 
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Streetwalker 


Leaning  against  the  hype 

Our  regular  readers  will  notice  that 
three  of  the  six  items  in  this  col- 
umn are  bearish.  Is  Streetwalker  in  a 
churlish  mood?  Has  he  joined  the 
gloom-and-doomsters?  Not  at  all.  But 
the  Walker  is  bothered  by  the  amount 
of  hype  he  found  in  making  his 
rounds,  and  thinks  a  healthy  dose  of 
skepticism  is  in  order.  Contrarians, 
make  of  this  what  you  will. 


Bears  on  the  Bull 

[errill  Lynch  is  stampeding  into 
the  lead  among  brokerage  stocks, 
its  P/E  a  sky-high  29.  With  the  96.9 
million  shares  recently  at  30,  the  mar- 
ket is  pricing  Merrill  at  $3  billion — $1 
billion  over  book  value.  Why  so  rich? 
One  well-known  money  manager, 
who  asked  not  to  be  named,  thinks 
the  stock  is  wildly  overpriced.  Too 
much  expectation  built  into  the 
price — expectation  that  the  brokerage 
business  will  be  better  this  year  than 
it  was  last  year.  Earnings,  a  record 
$3.79  a  share  in  1982,  fell  to  $1.03— 
much  of  that  from  the  $127  million 
sale  of  corporate  headquarters.  Mean- 
while, overhead  has  climbed  33%,  to 
$5.9  billion,  during  the  period.  Occu- 
pancy and  equipment  costs  are  up 
78%,  to  $434  million,-  communica- 
tions costs  up  33%,  to  $251  million. 
James  Hanbury,  analyst  at  Wert- 
heim  &  Co.,  is  squeamish  about  many 
retail  brokerage  stocks  and  points  out 
that  Merrill  is  more  richly  priced  than 
E.F.  Hutton  (17  times),  American  Ex- 
press (15  times)  and  First  Boston  (11 
times). — Lisa  Gubernick 


No  elixir 

Schering-Plough  Corp.  has  a  new 
drug,  Eulexin,  that  may  be  effec- 
tive against  prostate  cancer.  Shares  of 
$1.9  billion  (sales)  Schering  have 
climbed  almost  20%  during  the  last 
month  on  this  news.  Recent  price  for 
the  50.7  million  shares:  44%. 

Eulexin  isn't  all  that  is  bulling  the 
stock.  The  market  is  also  high  on 
Schering's  alpha  interferon  drug,  In- 
tron.  Be  careful,  though,  says  David 
Crossen  of  Sanford  C.  Bernstein  &  Co. 
Intron  ought  to  account  for  $70  mil- 
lion of  sales  by  1989,  but  it  may  not 
yield  the  big  profits  some  expect.  So 
far  it  appears  to  be  most  useful  among 


142 


advanced  cases  of  cancer.  Plus  there  is 
Schering's  unresolved  patent  dispute 
with  F.  Hoffmann-La  Roche/Sapac. 

Schering's  promising  new  hyper- 
tension drug,  Normodyne,  is  entering 
a  supercompetitive  market.  As  for 
antibiotics,  it  has  never  recovered 
from  the  patent  expiration  on  its  flag- 
ship drug,  Garamycin.  In  consumer 
products,  which  account  for  37%  of 
profits,  only  Maybelline  cosmetics 
has  any  real  growth  potential. 

Crossen  predicts  annual  growth  of 
only  11  Vi%  through  the  end  of  the 
decade — below  the  industry  average. 


Jim  Sugar/Schering-Plough 


Producing  interferon  at  Schering-Plough 
Hope  springs  eternal. 

Earnings  last  year  were  $3.50  a  share, 
roughly  flat  with  1978.  They  won't  be 
much  better  this  year,  the  analyst 
says,  and  should  reach  only  $4.15  in 
1986.  Crossen:  "If  your  main  reason 
for  buying  Schering  is  a  bet  that  its 
new  products  are  going  to  get  very  big, 
I'd  look  elsewhere." — Thomas  Jaffe 


Risky  business 

Are  property  and  casualty  insurers 
.about  to  pay  off  again?  Last  sum- 
mer the  stocks  were  at  their  12- 
month  lows.  Then  premium  prices 
began  to  turn  up  in  November,  and  by 
year-end  the  group  was  hitting  highs 
before  leveling  off.  Now,  however, 
many  investors  are  becoming  bullish 
once  more  on  predictions  of  under- 
writing gains  and  estimates  of  good 
earnings  in  1986. 

But  David  O'Leary  of  New  York's 
Fox-Pitt,  Kelton  doesn't  share  the  op- 
timism. In  the  past  half-year  or  so  11 
industry  majors— the  list  includes 
Chubb,  Kemper  and  Continental — 
have  had  to  raise  new  money,  nearly 
$2  billion  among  them,  to  shore  up 


capital.  "It's  a  sign  the  companies 
themselves  think  their  stocks  are  fair 
ly  valued,  or  even  overvalued,' 
O'Leary  says.  "Why  else  would  the) 
all  be  rushing  to  raise  public  money  a 
recent  prices  instead  of  waiting  fo: 
prices  to  go  up  further?  Either  Th< 
Street  is  wrong  or  management  is.  I'n 
betting  The  Street  is."— T.J. 


Buy  on  bad  news 

Martin  Whitman  (Forbes,  Nov.  7 
1983)  of  New  York's  M.J.  Whit 
man  &  Co.  is  one  of  the  smartest  o 
contrarian  investors.  Right  now  Whit 
man  is  contrarianing  with  Montan 
Power  Co.  Bears  are  calling  MPC  th 
next  Lilco.  The  $526  million  (sales 
utility  is  in  trouble  because  the  stat 
public  service  commission  won't  le 
it  pass  along  to  retail  customers  it 
full  costs  on  a  new  coal-burning  plam 
In  theory,  the  utility  may  face  a  $50 
million-plus  writedown — shareholc 
ers'  equity  is  only  $591  million.  Bu, 
says  Whitman,  don't  give  up  the  shipi 
Through  litigation,  negotiation  ani 
public  hearings,  MPC  could  still  wan 
gle  at  least  a  halfway-decent  breaj 
from  the  state.  He  also  likes  the  faci 
that  MPC  doesn't  have  to  inve; 
much  additional  capital  in  power  gen 
eration  for  the  rest  of  the  centun 
Meanwhile,  MPC  is  well  diversifiei 
Last  year  30%  of  sales  and  43%  < 
profits  were  from  coal,  oil  and  natur; 
gas.  So  Whitman  says  there  is  goc 
asset  value  in  MPC  even  if  the  ahead 
cut  dividend,  now  $2,  doesn't  hold, 
the  price  collapses  on  continued  ba-. 
news,  he  thinks  the  stock,  now  ; 
around  22,  is  a  buy. — T.J. 


Hold  that  deal,  please 

Earlier  this  year  Big  Board-liste 
SPS  Technologies,  Inc.  offered  I 
swap  40%  of  its  stock  for  Ingersol 
Rand's  tool  business.  With  24%  of  tt 
4.8  million  shares  already  owned  I 
Chairman  H.  Thomas  Hallowell  J 
76,  this  would  have  put  64%  of  tl 
stock  in  safe  hands  and  all  but  killi 
the  possibility  of  an  unsolicited  tak 
over.  CEO  John  Selby,  55,  had  gc 
reason  to  worry  about  a  takeove 
Newton,  Pa. -based  SPS— 1984  re 
enues,  $266  million — is  a  leadii 
manufacturer  of  high-strength  faste 
ers  and  electronically  controlL 
tightening  equipment  for  the  aer 
space  industry,  and,  since  1980,  a  ha 
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dozen  major  aerospace  subcontractors 
have  been  swallowed  up. 

Alas,  the  Ingersoll  deal  fell  through. 
James  Vail  of  F.  Eberstadt  is  tickled 
pink  it  did.  He  thinks  the  stock — 
recent  price,  263A — is  one  heck  of  a 
buy.  In  1984  SPS  earned  $2.07  a  share, 
up  178%  on  strong  military  sales. 
This  year  Vail  expects  a  33%  gain,  to 
$2.75.  Then  in  1986  he's  looking  for 
$4.30  or  so.  Why  the  big  increase? 
Peak  production  of  aerospace  fasten- 
ers, Vail  says,  precedes  the  peak  in 
commercial  plane  production  by  at 
least  two  years,  and  he  expects  the  top 
of  the  commercial  cycle  will  come  in 
1988.  Meanwhile,  to  dilute  somewhat 
the  cyclically  of  aerospace  orders, 
SPS  also  operates  the  Umbrako  divi- 
sion, which  makes  socket  screws  for 
machine-tool  builders.  And  materials 
handling,  in  the  red  since  1979,  could 
break  even  this  year. 

According  to  Vail's  estimate,  SPS 
sells  for  a  P/E  of  6  times  next  year's 
earnings.  Based  on  the  average  multi- 
ple for  which  four  of  those  six  other 
aerospace  suppliers  were  taken  over, 
Vail  says  SPS  is  worth  $40  a  share.— T.J. 


'  Pullman  redux 

Flor  the  September  1983  fiscal  year 
Pullman  Co.  reported  losses  of 
$41.6  million,  or  $5.05  a  share,  on 
sales  of  just  $9  million.  Some  kind  of 
a  record,  that.  But  one  year  later,  a 
totally  restructured  Pullman  was  run- 
ning 32  cents  a  share  in  the  black.  For 
the  current  fiscal  year,  50  cents  fully 
taxed  on  sales  of  $340  million  or  so 
D<  looks  likely. 

No,  Pullman  doesn't  make  sleeping 
cars.  Those  are  long  gone.  It  makes 
truck  trailers  and  airline  seats  and 
galleys.  But  it  still  owns  the  designs 
and  patents  for  all  kinds  of  railcars 
and  expects  to  derive  handsome  royal- 
ty income  therefrom.  Mark  Hassen- 
berg  of  Donaldson,  Lufkin  &.  [enrette 
thinks  the  21  million  o-t-c  shares — 
recent  price  of  6% — are  a  buy.  He 
likes  the  way  management  keeps  en- 
hancing shareholders'  value  through 
small  acquisitions  paid  for  primarily 
out  of  cash  flow.  Assuming  further 
acquisitions,  he  looks  for  revenues 
near  $500  million  in  fiscal  1986— $24 
a  share  for  each  share  of  stock.  He 
looks  for  earnings  of  $1  a  share  by 
then.  Meanwhile,  cash  flow  currently 
is  running  over  $1  per  share  a  year. 

Says  Hassenberg:  "I  also  like  the 
fact  that,  including  options,  manage- 
ment owns  around  20% .  [Signal  Cos. 
holds  another  38% .]  These  guys  aren't 
there  to  feather  their  nests  at  the 
stockholders'  expense." — T.J. 


A  Special  Invitation  from 
VALUE  LINE 

To  Investors  Who  Use 
Discount  Brokers 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning  to 
discount  brokers  to  cut  commission  costs. 
Generally,  this  is  appropriate  only  for  those 
who  make  their  own  decisions,  since  most 
discount  brokers  do  not  provide  investment 
research. 

So,  if  you're  doing  business  with  a  discount 
broker,  you  need  the  best  independent  re- 
search you  can  get.  (Your  commission  sav- 
ings on  just  a  few  trades  may  pay  for  a  full  year 
of  such  assistance.)  Here's  how  Value  Line 
can  help: 


We'd  like  to  send  you  Value  Line's  latest 
full-page  Reports  on  each  of  1700  stocks 
under  continual  review.  These  come  to  you 
ready  for  instant  use,  fully  indexed  and  loose- 
leaf  bound  in  the  Investors  Reference  Serv- 
ice, and  will  be  systematically  updated  by  new 
Reports  in  the  weeks  ahead.  Filing  takes  less 
than  a  minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost 
any  leading  stock. 

These  comprehensive  Reports  cover  al- 
most every  stock  that's  likely  to  be  of  interest 
to  you.  The  1 700  stocks  covered  by  Value  Line 
account  for  approximately  96%  of  all  dollar 
trading  volume  in  the  U.S.  equity  markets. 
With  Value  Line,  you're  really  "well  armed." 

A  typical  Value  Line  full-page  Report  on  a 
stock  includes  22  series  of  vital  financial  and 
operating  statistics — going  back  1 5  years  and 
estimated  3  to  5  years  into  the  future — plus 
ratings  and  estimates  of  relative  Price  Per- 
formance in  the  next  12  months,  long-term 
percentage  Appreciation  Potential,  Safety, 
current  Yield  and  P/E  compared  to  past 
norms,  and  Value  Line's  analysis  of  ongoing 
corporate  developments.  About  1 30  Reports 
are  issued  every  week — 1700  every  13 
weeks — in  regular  sequence.  But  perhaps 
most  significant  of  all  is  the  objective  Value 
Line  Ranking  system  which  reduces  thou- 


sands of  hours  of  research  by  70  experienced 
analysts  and  statisticians  to  two  straight- 
forward signals,  the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  To  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1 700  stocks,  you  can 
quickly  and  easily  identify  which  stocks  we 
currently  rate  relatively  best  and  worst  for  your 
particular  goals.  We  especially  suggest  you 
avoid  the  400  stocks  currently  rated  below 
average  for  Timeliness  in  the  year  ahead. 

In  addition  to  the  full-page  Reports,  Value 
Line's  key  investment  ratings  and  measure- 
ments for  all  1 700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Summary  & 
Index.  With  Value  Line,  you  are  never  left 
"hanging." 

Double  Bonus  Offer 

If  you're  an  independent  investor — if  you  call 
your  own  shots — you  should  settle  for  nothing 
less  than  the  best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Investment  Survey 
every  week  for  the  next  1 2  months.  Plus  two 
immediate  bonuses — the  two-volume  Inves- 
tors Reference  Service  (described  above) 
and  our  penetrating  new  72-page  guide  book, 
"A  Subscriber's  Guide,"  which  explains  how 
even  inexperienced  investors  can  apply  thou- 
sands of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Per- 
formance in  the  next  1 2  months),  the  other  for 
Safety. 

Money  Back  Guarantee:  You  take  no  risk  in 
accepting  this  offer.  If  you're  not  satisfied  with 
Value  Line  for  any  reason  at  all,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  subscription  fee. 

Special  Introductory 
Trial  Offer 

Or<if  you  prefer— and  if  no  member  of  your 
household  has  subscribed  to  Value  Line  in  the 
past  two  years — you  may  take  an  introductory 
10-week  trial  for  only  $50.  You  get  the  same 
bonuses  and  the  same  money-back 
guarantee. 


CALL  TOLL-FREE 
If  you  have  MasterCard,  American  Express 
or  Visa,  phone  1-800-633-2252  (Ext.  281) 
24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey  \ 

Value  Line,  Inc.  •  711  Third  Ave.,  •  New  York,  N.Y.  10017 

Department  516A06 

INTRODUCTORY  OFFER  D  My  payment  is  enclosed.  Please  charge  to: 

G  Begin  my  KPweek  trial  subscription  for  $50  to  The  Value  Line       D  American  Exp.  □  MasterCard  D  Visa 
Survey  (limited  once  to  any  Household  every  two  years)  and  send 

me  the  two  bonuses  listed  above.  Account  # Exp.  Date 

ONE  YEAR  SUBSCRIPTION 
D  Begin  my  1  -Year  (52  issues)  subscription  for  $395  and  send  me 

the  two  bonuses  listed  above .  There  are  no  restrictions  with  this        Signature 

annual  subscription. 

SPECIAL  EXTRA  BONUS      ban-WI 

A  pocket-size  CREDIT  CARD  LCD  CALCULA-    HBI  .ias         Name 

TOR  given  to  you  when  you  order  The  value  Line    I  _„;;;;;; 
Investment  Survey  for  one  year  I        ■•■*■■ 

Address Apt.  No 

This  subscription  is  tax-deductible  and  non- assignable.  Allow  4  to  6 
weeks  for  delivery.  (NY.  residents  add  sales  tax  )  Foreign  rates 
uponrequest.  City State Zip 
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Bevill,  Bresler  &  Schulman  123,   133 

Black  &.  Decker 118 

BMW  30 

Boeing  8 

Boston  Bay  Capital  86 

Braniff  33 

Tom  Brown 10 

Brundage,  Story  &  Rose  110 

Burroughs  8 

Butcher  &  Singer 110 

Capital  Cities  Communications  20,   130 

Carnegie 56 

Carter  Hawley  Hale  62,  77 

Caterpillar  Tractor  31 

Cathay  Bank  68 

Centocor  80 

Charles  of  the  Group  Ltd 12 

Chrysler  30,   134 

Chubb  142 

Ciba-Geigy 119 

Citicorp 40 

Citizens  Utilities  130 

Clark  Oil  &  Refining  90 

CompuServe  102 


Computerized  Investing 102 

Consolidated  Gold  Fields  134 

Continental  142 

Control  Data  102 

Crown  Central  Petroleum  90 

Custos  56 

Daimler-Benz  30 

Dataspeed  102 

Oscar  de  la  Renta  62 

Deloitte  Haskins  &  Sells 8 

Delta  Air  Lines  8,  32 

Digital  Equipment  134 

Dimensional  Fund  Advisors 131 

Dodge  Brothers 147 

Donaldson,  Lufkin  & 

Jenrette  133,   142 

Dow  Jones 20,   102 

Doyle  Dane  Bernbach  18 

Dresdner  Bank  48 

Drexel  Burnham  Lambert 10,   126 

Dreyfus  133 

Dudley  &  Wilkinson 1 10 

Duro  Finishing  126 

Dynascan  94 

Eastern  Air  Lines 32,  33 

F.  Eberstadt 142 

Ecco  Press  19 

Electrolux  56 

Perry  Ellis  62 

Engelhard  134 

Equity  Silver  Mines  134 

Ernst  &  Whinney  8,  86 

E.S.M.  Group  128,    133,   138 

Evans 62 

Exxon  90,   102 

Federated  Department  Stores  62,   77 

Fidelity  Brokerage  Services 102 

Fidelity  Management  &  Research  133 

First  Bank  System  40 

First  Boston  110,   142 

First  National  Bank  of  Chicago 133 

First  Union  136 

Flow  General  80 

Foley  Machinery  31 

Ford  Motor 8,  30,   134,   147 

Four  Seasons  Hotels  83 

Fox-Pitt,  Kelton  142 

The  Fur  Vault  62 


Genentech  80 

General  Electric  77,   118,   134,   140 

General  Foods 77 

General  Motors  6,  30,  34,  46,  48,   147 

General  Research  80 

Genovese  Drugs  102 

Glickenhaus  &  Co  110 

Goldman,  Sachs  133 

W.R.  Grace 119 

Alexander  Grant 128 

Great  Northern  Nekoosa  119 

Greif  Bros 119 

GTE 94,   134 

Guest  Quarters 83 

Victor  Hasselblad  12 . 

Hawkeye  Bancorp  40 

Hay  Group  10 

Hewlett-Packard  8,  81 

Honeywell  Bull  54  I 

Human  Edge  Software  100  | 

Hibbard,  O'Connor  &  Weeks  133 

Hill  &  Knowlton  8* 

Hoffmann-La  Roche  142  \ 

Holiday  Inns  83 

Holtz  128  I 

Home  Federal  Savings  &  Loan  136", 

Honeywell  Bull  541 

Hughes  Tool  10i, 

E.F.  Hutton  142 

Hyatt 8,  83.  , 


. 


IBM 


8,  54,  62,  81,   102,   13<> 


IC  Industries  121 

Incentive 56 

Ingersoll-Rand  142 

Inspiration  Resources  1341 

Intel 33 

Intertherm  126' 

ITT  48,  83,   M 

Jackmar  72', 

Jensen  Industries  1261 

Johnson  &  Higgins  1  IS 

Kane  Research  1  IC 

Kemper  142 

KMG  Main  Hurdman  87 

Knight-Ridder 102 

Korny  Trading  62 

Ladbroke  i 

A.B.  Laffer  Associates  131 
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Larsen  12 

Lasser  Marshall 133 

Laventhol  &  Horwath 83 

wightyear 100 

Lilco  142 

1-ink  Resources 102 

dipper  Analytical  Services  131 

!,otus  Development  81,   102 

..E.  Lundbergforetagen  56 

jfa.  Macy 62 

Management  Recruiters  International 8 

Manfredi  &  Associates  31 

Manor  Care 83 

Manville  1 18 

Marriott  83 

Mass  Mutual  35 

McDonald's  46 

McGraw-Hill 19 

Media  General 102 

Merrill  Lynch  110,   142 

Metropolitan  Life  8 

Michelin  Tire  12 

Microsoft  81 

ouis  Milona  &.  Sons  62 

Minerals  &  Resources  Corp  134 

i/lonogram  Industries 126 

Montana  Power  142 

Morgan  Stanley  46 

/loseley,  Hallgarten,  Estabrook  133 

/lotorola  35 

Municipal  Electric  Systems  of  Oklahoma 12 

Murphy  Oil 90 

4CNB  136 

Jew  York  Hanseatic 133 

■Jew  York  Times 20 

•Jewmont  Mining  134 

taws  Group  Publications  20 

•like  18 

'•Jixdorf  Computer  54 

■Jobel  Industries 56 

Jortek  126 

Northwest  Airlines  32 

Jorwest  40 

)hrbachs  77 

)livetti  54 

aine  Webber 87 

an  American  World  Airways  33 

anasonic 94 


PanCanadian  Petroleum  10 

Pannell  Kerr  Forster  128 

Parfums  Stern  12 

Peat,  Marwick,  Mitchell 8 

JG.  Penney  46 

People  Express  6,  32 

Phibro-Salomon 134 

Philips  77 

Piedmont  Aviation 136 

Placer  Development 134 

Plymouth  Rubber 131 

T.  Rowe  Price  87 

Price  Waterhouse  8,  86 

Prime  Computer  134 

Procter  &  Gamble  8 

Prudential  Insurance  8 

Pullman  142 

G.P.  Putnam's  Sons 19 

RCA  8 

Republic  Airlines  32 

Reynolds  Metals 147 

Rockefeller  Center  Management  77 

Royal  Dutch/Shell  90 

Yves  St.  Laurent  62 

Salomon  Brothers  .., 46,   133 

Scandinavian  Bank 56 

Scheflin-Reich  62 

Schering-Plough  142 

Samuel  Schulman  Furs  62 

G.D.  Searle  119 

Sears,  Roebuck  87 

Security  Pacific  35,   102 

Seidman  &.  Seidman  128 

Seiko  Time  12 

Shakey's  72 

Shulman  86 

Siab  56 

Siemens  54 

Signal  8,    142 

Skanska 56 

Skidmore,  Owings  &  Merrill  77 

Software  Publishing  81 

Sony  6 

Source  Telecomputing 102 

Southland  35 

Sperry  134 

SPS  Technologies  142 

Standard  &  Poor's  102 


Robert  A.  Stanger  86 

Stewart  Pest  Control 10 

Tax  Shelter  Investment  Review 86 

Teledyne  102,   126,   130 

Telemet  America  102 

Tesoro  90 

Texaco  90 

Texas  Air  33 

Textone 126 

Textron  126 

Thoughtware  T. 100 

TIE/communications  94 

Timelnc  19,  20,  81 

Times  Mirror 72 

TMBR  Drilling  10 

Touche  Ross  8 

Toyota 6 

Transworld  33 

Travelers  1 18 

TWA  33 

UAL  8,  83 

Union  Carbide  8 

Union  Tank  Car  77 

United  Central  Bancshares 40 

United  Services  Advisors 131 

UPI  102 

U.S.  Corporate  Health  Management  35 

U.S.  Steel  90 

USAir 32 

Value  Line  102 

Virginia  Fibre 119 

Volkswagen  18,  30 

Volvo 30,  56 

Wachovia  136 

Wanderer  54 

Warner  Computer  Systems  102 

Warner-Lambert  80 

Wendy's  Intl  102 

Wertheim 31,   142 

Westinghouse  77 

M.J.  Whitman 142 

Wickes  Cos  77 

Wing  On  Group  68 

Wing  On  Realty 68 

Yankee  Group  94 

Arthur  Young  8 

Zacks  102 

Zenith  102 
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THE  FRESH  AIR  FUND 

70  West  40th  Street 
New  York.  NY  10018  1212)2210900 
l  d  like  to  help  give  a  city  child  two 
weeks  in  the  country.  Enclosed  is  my 
tax  deductible  contribution 

I'd  lil         ore  information  on  becoming  a 
Friendly  Town  Host 

NAME      .      

ADDRESS 

CITY 

STATE   ZIP 


GIVE  THEM  LOTS  OF 
SUN  AND  WATER 
AND  WATCH 
THEM  GROW 


The  Fresh  Air  Fund  brings  city 
children  to  the  country  each  summ 
for  a  fresh  perspective  on  the  work  I 
and  themselves. 

In  the  country  they  can  disco' 
how  to  swim,  what  it's  like  to  milk 
cow,  and  why  fireflies  light  up. 

Two  weeks  of  country  life  cos 
only  $114.  So  help  give  more  city  cl  j 
dren  a  breath  of  fresh  air  with  your 
deductible  contribution.  And  you'll 
giving  them  a  beautiful  chance  to  gr 
Fresh  Air  Fun.  It  lasts  a  lifetime. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

From  the  issue  of  May  1,  1925) 

When  $85  million  of  Dodge  Brothers 
tock  was  offered  the  public,  $500 
nillion  was  tendered.  Clarence  Dil- 
on,  the  banking  genius  who  paid 
1152  million  spot  cash  for  this  auto- 
nobile  property,  said  to  me  the  day 
hese  hundreds  of  millions  of  dollars 
vere  pouring  into  his  office:  'Even 
hose  of  us  in  the  financial  world  have 
10  idea  of  the  wealth  now  owned  by 
he  American  people.  We  offered 
hem  securities  in  a  company  whose 
lame  has  become  a  household  word 
hroughout  the  country.  The  response 
las  been  overwhelming.'  " 


7)e  Star,  at  $625,  was  pitched  as  "the 
reatest  closed-car  value  ever  offered" 

Municipal  ownership  received  an- 
ther severe  setback  in  the  recent  mu- 
ricipal  election  in  Chicago,  when 
.layor  Dever's  two  ordinances  for  the 
ublic  purchase  of  the  city's  street 
ailway  and  elevated  lines,  the  con- 
traction of  a  subway,  and  the  oper- 
tion  of  these,  were  defeated  by  over 
00,000  votes.  The  cost  of  the  project 
vas  estimated  at  about  $621  million. 
It  was  felt]  that  their  adoption  might 
nean  an  increase  in  fares  [and)  a  rise 
n  taxes. .  .  ." 


Fifty  years  ago 

(From  the  issue  of  May  1,  1935) 


An  early  electronic  organ  in  1935,  with 
composer  Sigmund  Romberg  at  the  keys 

"An  absorbing  picture  of  changing 
trends  is  drawn  in  a  nationwide  sur- 
vey of  the  grocery  field  recently  made 
public  by  the  American  Institute  of 
Food  Distribution.  First  and  foremost 
is  the  fact  that  sales  of  corporate 
chains  are  now  equaled  by  those  of 
voluntary  chains,  the  independent 
store's  right  arm  of  defense  against 
chain-store  competition." 

"Current  automotive  prosperity  is  re- 
flected in  recent  expansion  by  Olds- 
mobile  and  Chevrolet.  Oldsmobile, 
which  has  been  making  new  sales  rec- 
ords this  year,  has  taken  over  the  old 
Durant  plant  at  Lansing  and  will  pur- 
chase entirely  new  equipment  for  its 
expanded  operations." 

Twenty-five  years  ago 

(From  the  issue  of  May  1,  I960) 

"A  courtly  fox-hunting  Virginia  gen- 
tleman, Richard  S.  Reynolds  Jr.,  runs 
his  aluminum  business  with  all  the 


as  the  precursor  to  the  famed  Ford  tri-motor 


traditional  dash  and  daring  of  one  of 
the  Southland's  history-famed  cavalry 
commanders.  Nothing  so  visibly  de- 
lights Reynolds  as  to  lead  Reynolds 
Metals  Co.  in  a  cut-and-slash  sortie 
into  enemy  territory.  And  that,  in 
Dick  Reynolds'  view,  covers  a  lot  of 
territory:  almost  any  market  now 
held  by  steel,  tin,  waxed  paper,  plas- 
tics, wood,  nickel  or  paperboard." 

"In  Boston,  the  very  birthplace  of  the 
mutual  fund  industry,  a  new  voice 
was  raised  last  month  in  the  growing 
debate  over  just  how  much  money  a 
fund  should  pay  for  professional  man- 
agement. Since  the  voice  belonged  to 
Edward  N.  Gadsby,  chairman  of  the 
Securities  &  Exchange  Commission, 
the  industry  could  hardly  brush  it  off. 
"Mincing  no  words  before  the  Bos- 
ton Bar  Association,  Gadsby  won- 
dered out  loud  whether  many  funds 
hadn't  actually  become  'captives'  of 
their  advisers.  'It  is  rarely  asked,'  he 
noted,  'whether  another  adviser 
might  be  able  to  render  equally  com- 
petent service  at  lower  cost.'  " 

Ten  years  ago 

(From  the  issue  of  May  1,  1975) 

"The  ESOP— the  employee  stock 
ownership  plan — [was]  originally  con- 
ceived by  San  Francisco  lawyer- 
economist  Louis  Kelso.  An  ESOP  is  a 
means  of  allocating  stock  to  nil  em- 
ployees without  being  dependent  on  a 
rising  stock  market.  It  is  useful  for  a 
company  that  believes  its  stock  is  un- 
dervalued. It  is  especially  useful  as  a 
financing  tool  for  companies  without 
a  marketable  equity.  .  .  . 

"The  money  is  then  used  to  buy 
company  stock  either  on  the  open 
market  or  directly  from  the  corporate 
treasury  at  book  value  or  according  to 
some  predetermined  standard.  The 
stock  is  then  vested  among  employ- 
ees and  executives  according  to  the 
company's  salary-based  formula." 

"An  inland  planned  community  near 
San  Diego  may  have  some  of  the  an- 
swers to  the  world's  water  problems. 
A  new  $1  million  water  reclamation 
facility,  the  first  of  its  kind  to  be  pri- 
vately financed,  is  reclaiming  some 
90%  of  the  inhabitants'  waste  water 
for  use  in  irrigation,  industrial  cooling 
and  landscaping.  ...  It  is  purer  than 
the  Colorado  River  water  ...  that  is 
treated  for  drinking  water." 
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The  world  is  moved  not  only 
by  the  mighty  shoves  of  the 
heroes,  but  also  by  the  aggregate 
of  the  tiny  pushes  of  each 
honest  worker. 
Frank  C.  Ross 


Appreciate  people. 
Nothing  gives  more  joy 
than  appreciation. 
Ruth  Smeltzer 


One  intelligent  and  energetic  man 
working  alone  can  accomplish 
more  than  an  organization  of 
a  hundred  people,  none  of  whom 
is  particularly  interested. 
William  Feather 


The  most  important  single 
ingredient  in  the  formula 
of  success  is  knowing  how 
to  get  along  with  people. 
Theodore  Roosevelt 


Very  few  big  business  executives 
really  want  to  be  surrounded 
by  "yes"  men. 
Burton  Bigelow 


Some  executives  fail,  not 
because  they  failed  to 
manage,  but  because 
they  overmanaged. 
Robert  Half 


The  universe  does  not 
attract  us  until  it  is 
housed  in  an  individual. 
Ralph  Waldo  Emerson 


When  a  top  executive  is  selecting 
his  key  associates,  there  are 
only  two  qualities  for  which 
he  should  be  willing  to  pay 
almost  any  price:  taste  and 
judgment.  Almost  everything 
else  can  be  bought  by  the  yard. 
John  W.  Gardner 


id  executive  is  one  who 
doesn't  become  an  office  boy. 
David  Seabury 


Thoughts 

on  the  Business  of  Life 


The  three  Ms  of  Management 
are  Men,  Methods  and  Materials. 
Of  these  three,  the  most 
important  is  Men,  for  no 
matter  how  efficient  your 
Methods  may  he  or  how  fine 
your  Materials,  success  will 
not  be  achieved  unless  the 
right  men  are  handling  them. 
B.C.  Forbes 


Executive  ability  consists 
in  getting  the  right  men  in 
the  right  places  and  keeping 
them  willingly  at  the  top  notch. 
Herbert  G.  Stockwell 


I  never  got  far  until  I 
stopped  imagining  I  had  to 
do  everything  myself. 
Frank  W.  Woolworth 


When  a  few  men  carry  the  entire 
load  the  business  suffers. 
John  H.  Patterson 


I  will  pay  more  for  the  ability 
to  deal  with  people  than  any 
other  ability  under  the  sun. 
John  D.  Rockefeller 


My  long  experience  has  taught 
me  that  the  most  valuable 
asset  a  manufacturer  can  have 
is  the  dealer's  good  will. 
William  Wrigley  Jr. 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


In  every  person  who  comes 
near  you,  look  for  what  is 
good  and  strong;  honor  that; 
rejoice  in  it. 
John  Ruskin 


I  don't  want  smart  men.  I 
want  only  plain,  hardworking 
honest  fellows. 
Frank  A.  Vanderlip 


Behind  an  able  man  there  are 
always  other  able  men. 
Chinese  proverb 


No  man  is  more  than 
another  unless  he  does 
more  than  another. 
Cervantes 


The  valuable  man  in  any 
business  is  the  man  who  can 
and  will  cooperate  with 
other  men. 
Elbert  Hubbard 


A  Text . . . 

Two  are  better  than  one; 
because  they  have 
a  good  reward  for 
their  labor. 

ECCLESIASTES  4:9 


Sent  in  by  Jane  W.  Timmons,  Charlotte,  N.C. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


The  human  potential  is 
the  most  magical  but  most 
elusive  fact  of  life. 
Norman  Cousins 


It  is  more  important  to 
choose  well  those  who  are 
to  work  with  you,  and  under 
you;  to  put  the  square  man 
in  the  square  hole  and  the 
round  man  in  the  round  hole. 
John  Lubbock 
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School  of  Engineering,  Tnnity  College,  Dut  ■ 


A  16th  CENTURY  IRISH  UNIVERSITY: 
21  st  CENTURY  KNOWLEDGE. 


The  Irish. 
The  Irish  have  always  had  a  hunser  and  respect  for 
education.  Today,  over  40%  of  our  college  students  choose 
science  and  technology. 

Ireland. 
A  member  of  the  European  Common  Market.  Noted  for  its 
favorable  government  attitudes  towards  business.  The 
most  profitable  industrial  location  in  Europe  for  US 
manufacturers. 

Ireland.  Home  of  the  Irish.  The  young  Europeans. 

IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 

IDA  Ireland  has  offices  in  New  York  (212)  972 1000,  Chicaso  (312)  644  7474;  Cleveland  (216)  861  0305/6, 

Los  Angeles  (213)  829  0081,  Menlo  Park,  Calif  (415)  854 1800),  Houston  (713)  965  0292, 

Boston  (617)  367  8225,  Fort  Lauderdale  (305)  785  9430,  Atlanta  (404)  351  8474 

This  announcement  is  published  by  IDA  Ire^nd,  2  Grand  Central  lowers.  East  4Stn  Street,  New  york  1001 7,  which  is  registered  under  the  Foreign  Agents 
Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland  This  matenal  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  ot  the  contents  by  the  United  States  Government 
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There's  a  multi-billion  dollar 

growth  market  in 

aerospace  electronics... 
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The  eiitbridl  Index  6\com 
in  this  issue  its  on  pa 


Companies 


44     J.  P.  Morgan  &  Co. 

The  rolltop  desk  isn't  the  only  reminder  of  the  old  days. 

48     General  Foods 

Becalmed  for  years,  it  says  it  will  now  put  on  speed.  Wall 
Street  seems  to  believe  it. 

62    Seligman  &  Latz 

Why  would  the  Rothschilds  buy  this  so-so  company? 

66  Abbott  Laboratories 

The  Big  Three  may  have  all  looked  the  same,  but  Abbott 
made  more  money. 

67  Piedmont  Aviation 

Can  it  survive  visibility? 

91     Florida  National  Banks  Of  Florida,  Inc. 

How  to  ride  the  winds  of  change. 

99     Southern  New  England  Telephone 

It  got  a  head  start  in  the  Bell  breakup.  But  for  now.  .  .  . 

118     The  Up  &  Comers 

Agency  Rent-A-Car;  Iomega  Corp.;  Golden  Enterprises. 

138     Beneficial  Corp. 

Will  humility  finally  wise  up  Finn  Caspersen? 

147    Ambac  Indemnity  Corp. 

It  has  all  these  problems.  So  why  do  Citicorp  and  Xerox 
like  it  so  much? 


150    Burlington  Northern 

It  takes  a  shrewd  man  to  outfox  the  arbitragers.  Richard 
Bressler  is  a  shrewd  man. 

162     Russell  Corp. 

American  apparel  firms  aren't  supposed  to  be  able  to 
compete  against  Asia.  So  how  come  this  one  does? 

166    MGM/UA  And  MGM  Grand  Hotels 

Maybe  they  should  make  a  movie  about  Kirk  Kerkorian 
and  his  secretive  ways.  It  would  probably  be  a  smash. 

Wall  Street 

38     Cover  Story:  The  Smarter  They  Are  .  .  . 

Americans  know  more  about  investing  than  ever  before, 
but  they  have  forgotten  what  their  forefathers  knew: 
Money  is  more  easily  lost  than  gained. 

54     "As  An  Investment,  It's  A  Disaster" 

Now  even  fledgling  rock  musicians  are  being  sold  as 
limited  partnerships. 

106     Crazy  Like  A  Fox 

How  billionaire  Philip  Anschutz  is  buying  a  $500  million 
railroad  for  $90  million. 

154     Indian  Giving  In  Maine 

The  Passamaquoddy  and  Penobscot  tribes'  development 
bank  could  be  a  model  for  the  future. 

194     Numbers  Game:  After  The  Ball 

Even  as  you  or  I,  mortgage  bankers  can't  dance  all  night. 
Also:  The  FASB  and  pension  liability  disclosure. 
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256     Statistical  Spotlight:  Low-P/E  Stocks 

It's  more  hazardous  than  in  1982,  but  worth  it. 

258     The  Funds:  And  Now  For  Nonbond  Bonds 

Municipal  bonds  in  everything  but  the  name.  Also:  Zeros 
the  hard  way;  a  fund  not  to  buy — at  least  not  now. 

278    Streetwalker 

1    Kerr-McGee  Corp.;  Outboard  Marine  Corp.;  British  Tele- 
com Pic.;  Potlatch  Corp.;  Brockway,  Inc. 
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43     Real  Estate:  Write  Your  Own  Fine  Print 

l    New  downtown  office  buildings  only  seem  to  be  com- 
:    manding  record  rents.  In  fact,  it's  a  renter's  market. 

112    Fire  Engines:  A  Story  With  A  Moral 

Why  did  American  LaFrance  fail  after  153  years? 

176    Steel:  The  Minimills  Cool  Off 

I    Little  steel  is  prospering,  right?  Not  quite. 

183     Commodities:  King  Cotton's  Crown  Prince 

;    On  Front  Street,  Memphis,  they  make  money  the  old- 
fashioned  way.  They  risk  every  penny. 
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Consumer  lending  in  a  thrifty  society. 
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Remember  Carter's  crash  program?  It's  still  around. 
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A  Conrail  sweetener.  Also:  Hurting  the  little  guy. 
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A  quiet  struggle  for  survival  against  time  and  change. 
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188     The  Law's  Delay 

Here's  a  reason  for  it  you  might  not  have  thought  about. 

Careers 
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219     Getting  The  VAT  Back 

The  value-added  tax  is  the  fly  in  the  ointment  in  Europe. 
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Why  Jim  Tullmann  works  so  hard  to  get  you  to  go  abroad. 
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civilizations  knew;  software  entrepreneurs  meet  reality. 
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We're  the  70,400  men  and  women  who  work  for 
the  companies  of  U  S  WEST. 

In  our  telecommunications  companies,  we  serve 
nine  million  customers  with  a  spirit  of  competition 
that  has  earned  us  the  approval  and  satisfaction  of 
nine  out  of  ten. 


We've  cut  red  tape  by  reducing  bureaucra    $ 
We've  improved  efficiency  and  productivity.  Ai  L 
we're  committed  to  keeping  our  costs  down,  our  5  U 
vice  good  and  our  customers  satisfied. 

We  believe  that  the  spirit  of  competition  brin  l|; 
out  our  best.  m 


•  V 


Start  thinking  of  us  as  a  growth  company.  If  you 
en't  already,  you  will  soon.  We  are  not  a  utility, 
d  we  are  not  acting  like  one. 

For  a  copy  of  our  1984  Annual  Report,  call 
00-828-2400  or  write  US  WEST  Report,  7800 
it  Orchard  Road,  Englewood,  Colorado  80111. 
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Mountain  Bell.  Northwestern  Bell.  Pacific  Northwest  Bell. 
And  a  growing  number  of  new  companies. 
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"Wit,  irreverence  and  imagination" 

■ 


Michael  Abramson 


Front,  seated:  Everett  Halvorsen.  Standing,  left  to  right:  Sh'ron  Harris, 
Robert  Mansfield,  Alex  Gregson,  Ronda  Kass,  Jessica  DeWitt,  Amy 
Horton,  Andy  Christie,  Roger  Zapke,  by  proxy 

When  Sheldon  Zalaznick  returned  to  Forbes  as  Managing  Edi- 1 
tor  in  1976,  this  magazine  for  all  its  success  was — let's  face  it — 
stodgy  in  its  graphics.  Shelley  changed  all  that.  He  brought  to 
the  solution  one  of  the  most  varied  backgrounds  in  AmericaiM 
journalism.  He  has  been  a  high  school  teacher,  sportswriter,  i 
public  relations  man,  business  writer,  newspaper  editor  (Sunday  i 
edition  of  the  late  New  York  Herald  Tribune),  and  he  was  closely  I 
associated  with  the  brilliant  Clay  Felker  in  the  days  when  New  l 
York  magazine  was  young  and  breaking  fresh  ground  in  integrat- 1 
ing  design  with  content. 

A  magazine  is  not  a  house.  You  do  not  simply  write  it  and. 
then  hand  it  to  a  decorator  to  furnish.  With  a  magazine,  art  and. 
words  must  illuminate  one  another.  A  good  magazine  has  a 
spirit,  and  its  design  must  help  express  that  spirit.  With  a 
business  magazine,  achieving  design  integrity  is  an  especially 
tough  challenge. 

After  a  painstaking  search  Shelley  hired  in  1978,  as  Art 
Director,  Everett  Halvorsen — a  bulky,  bearded  man  with  a  dry 
sense  of  humor  and  an  enormous  talent.  Ev  proceeded  to  build 
an  art  staff  whose  skill  and  enthusiasm  are  a  joy  to  work  with. 

Every  year  the  American  Society  of  Magazine  Editors  gets 
together  with  the  Columbia  University  Graduate  School  of 
Journalism  to  pick  the  "bests"  in  the  magazine  field.  From 
among  hundreds  of  entries  the  judges  selected  Forbes  last 
month  to  receive  the  National  Magazine  Award  for  Design.  Th 
citation  said  this  magazine  "employs  wit,  irreverence  am 
imagination  to  jar  its  readers  into  fresh  thought."  No  small 
credit  to  Zalaznick,  Halvorsen  and  the  art  folks  pictured  above, 


C^/  Editor 
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Coming  at  you,  the  spacious,  elegant 
Audi  5000S  and  Audi  5000S  Turbo  look 
exactly  alike. 

Going  away,  their  potential  for  speed 
and  great  handling  is  telegraphed  in  every 
liquid  line. 

But  no  matter  how  you  view  them,  you 
should  know  that  Car  and  Driver  magazine 
viewed  them  with  great  respect,  deeming 
them  both  superior  automobiles  for  1985. 

And  the  American  public  agreed.  They 
made  the  Audi  5000S  the  fastest  selling 
European  sedan  sold  in  this  country. 


©1985  Audi 


You're  looking  at  two  reasons  why.  And 
both  reasons  come  with  a  refined  suspen- 
sion system  for  quicker  steering  response, 
front-wheel  drive  for  exceptional  direction- 
al control  and  driving  comfort  that  sets  a 
standard  of  excellence  for  the  5-passenger 
luxury  sedan. 

(Manufacturer's  retail  price  for  an  Audi 
5000S  begins  at  $17,710.  Title,  taxes, 
trans.,  reg.,  dealer  delivery  charges  add'l.) 

To  test-drive  two  of  the  ten  best  automo- 
biles, call  toll-free:  1-(800)-FOR- 
AUDI  for  the  dealer  nearest  you. 


The  art  of  engineering. 


Two  of  the  10  best  cars  for  1985. 


\ 


Edited  by  John  A.  Conway 


Path  McConvi  lie/Image  Bank 


The  reluctant  Viking 

Knut  Kloster  Sr.,  the  Norwegian 
shipping  king  who  owns  Norwe- 
gian Caribbean  Lines  and  Royal  Vi- 
king Lines,  had  a  dream — a  5,000-to- 
6,000-passenger  liner  that  would 
swamp  anything  afloat,  including  his 
own  1,035-foot  Norway,  once  the 
France.  "Project  Phoenix,"  as  Klos- 
ter's  dream  boat  was  called,  would 
have  been  1,200  feet  long,  an  aston- 
ishing 280  feet  in  beam  (the  Norway  is 
110  feet),  with  20  decks  and  four  400- 
passenger,  air-conditioned  lighters. 
The  only  potential  shoals  were  mar- 
keting (could  the  U.S. -Caribbean 
cruise  market  fill  5,000  bunks?)  and 
money  (could  Kloster,  who  had  just 
spent  $280  million  for  the  three-ship 
Royal  Viking  line,  afford  it?).  The 
Norwegian  Caribbean  Line  board  has 
apparently  decided  that,  for  now, 
Phoenix  should  be  dry-docked.  But 
the  line  still  has  big  ideas.  It  has  now 
decided  to  build  a  $150  million  to 
$200  million  liner  that  will  carry 
2,500  passengers,  500  more  than  the 
Norway,  currently  the  biggest  cruise 
ship  afloat.  The  line  will  likely  be 
asking  shipyards  for  bids  within  60 
days.  Meanwhile,  Kloster  will  keep 
testing  the  market — and  the  banks — 
about  keeping  Project  Phoenix  afloat. 


Business  rents 


H 


ow  do  office  rents  around  the 
world  compare?  New  York  ranks 
highest  by  far  in  a  study  of  38  cities  in 
eight  Western  European  nationjs,  Aus- 
tralia and  the  U.S.  Retail  space  in 
New  York  is  even  more  expensive, 
says  Landauer  Associates,  the  real  es- 
tate consultants.  Chichi  shops  in 
New  York  City  command  an  orbital 
$250  per  square  foot  per  year,  fol- 
lowed by  San  Francisco  at  $130;  Zur- 
ich, $122;  London,  $111;  Geneva, 
$110;  Sydney  and  Melbourne,  $107; 
and  Paris,  $84.  Prime  office  space  in 
New  York  City  averages  $45  per 
square  foot  a  year  (although,  as  in 
other  U.S.  cities,  you  can  dicker — see 
p.  43).  This  compares  with  $36  in  Lon- 
don, $35  in  San  Francisco,  $31  in  Bos- 
ton, $30  in  Los  Angeles  and  $27  in 
Washington,  D.C.  Offices  are  also 
pricey  in  Sydney,  at  $25  per  square 
foot,  and  in  Melbourne  at  $23;  space 
in  Zurich  and  Paris  follows  close  be- 


London's  Covent  Garden 
Why  landlords  smile. 


hind.  Are  there  any  bargains?  In 
smaller  French  cities  like  Lille,  Lyons 
and  Marseilles,  shops  cost  a  thrifty 
$15  per  square  foot  per  year,  and  of- 
fices only  $6.  Costs  are  also  low  in 
Barcelona,  Turin,  Madrid,  Amster- 
dam, Manchester,  the  Hague,  Rotter- 
dam and  Antwerp. 


Vive  la  France! 

Tlhe  French,  of  all  people,  are  trying 
to  give  the  American  consumer,  of 
all  people,  a  break.  The  idea  is  to  bow 
to  the  dollar's  strength  and  make  the 
American  price  equal  to  what  the  dol- 
lar can  buy  in  Paris.  A  sales  gimmick, 
but  it  is  producing  noticeably  lower 
prices  for  at  least  a  few  luxury  items. 
S.T.  Dupont,  the  French  pen  and  ciga- 
rette lighter  firm  (now  a  subsidiary  of 
Gillette),  was  one  of  the  first  to  try 
this  ploy.  Dupont's  $160  silver  ball- 
point now  sells  in  the  U.S.  for  $100 
and  its  bestselling  $160  black  lacquer 
model  for  $125.  (The  luxury  lighter 
market,  according  to  general  manager 
Joseph  Leary,  is  flat  at  the  moment,  so 
Dupont's  $125  to  $600  instruments 
are  holding  the  line.)  The  same  thing 
is  happening  at  Fred  Joaillier,  a  50- 


year-old  French  retail  outfit  with 
stores  in  Beverly  Hills,  New  York, 
Dallas  and  Houston.  Fred's  $8,900 
Piaget  Swiss  watches,  for  instance, 
now  carry  a  $1,000  rebate,  matching 
the  Paris  price.  That  was  Piaget's  do- 
ing, says  Jon  Omer,  director  of  the 
New  York  Fred's  on  Fifth  Avenue.  But 
it  was  Fred's  own  idea  to  cut  its  Force 
10  line  of  stainless-steel-and-gold  jew- 
elry to  Paris  levels.  One  reason:  Fred's 
was  losing  at  least  15%  to  20%  of  its 
business  to  dollar-heavy  globetrotters 
shopping  in  Paris. 


Quiz  by  computer 

Fl  or  50  years  the  National  Associ- 
ation of  Purchasing  Managers  has 
polled  250  purchasing  agents  every 
month  on  such  questions  as  whether 
commodity  prices  are  up  or  down, 
delivery  times  longer  or  shorter  and 
purchase  orders  up  or  down  from  the 
month  before.  The  data,  published 
monthly,  are  closely  scrutinized  by 
economists  and  government  chiefs, 
including  the  likes  of  Federal  Reserve 
Board  Chairman  Paul  Volcker.  The 
problem  is,  it  now  takes  2  Vi  weeks  to 
collect,  tabulate  and  release  the  data,  j 
Harold  Fearon,  a  professor  at  Arizona 
State  University  in  Tempe,  is  trying 
to  do  something  about  it.  He  has  de- 
veloped a  computerized  questionnaire 
with  which,  he  says,  the  NAPM  will 
be  able  to  release  its  indicators  to  the 
public  within  three  days.  The  associ- 
ation plans  to  poll  50  members  with 
the  new  method  beginning  in  May  or 
June  and  will  increase  the  group  by  50 
each  month  until  all  250  managers  are 
hooked  up.  Volcker  is  watching  with 
keen  interest,  Fearon  says. 


The  fine  print 

Tlhe  more  footnotes  at  the  bottom  of 
the  page,  the  more  impressive  the 
research  looks — as  any  college  fresh- 
man knows.  But  no  one  revels  in  this 
ritual  display  as  lawyers  do.  Writing 
in  Tlje  National  Law  Journal,  Professor 
Fred  R.  Shapiro,  head  of  library  refer- 
ence services  at  New  York  Law 
School,  challenges  anyone  to  top  the 
most  footnoted  law  review  article, 
"The  Meaning  of  'Security'  in  Rule, 
10b-5"  by  Arnold  S.  Jacobs  of  Shea  & 
Gould  (New  York  Law  School  Law  Re-  ■ 
view,  1984),  with  an  awesome  1,247 
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BREAKTHROUGH: 

SPEED  PATIENT  RECOVERY 
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SET  WELL  CARD. 

When  infection  threatens,  identifying 
j  -and  the  antibiotic  to  fight  it-takes 
|  me.  It's  time  a  patient  may  not  have. 

We  found  a  way  to  pinpoint  an 
iifection  and  a  treatment  in  just  hour* 
listeadofdays. 

I  Our  Vitek  diagnostic  system  uses 
brds  containing  "wells"  of  dehydrated 
i  utrients.  When  a  patient  sample  is 
itroduced,  the  infection  feeds  and 
rows.  Light  beamed  through  the 
i/ells  to  a  computer  identifies  bacteria 
Hiich  are  growing.  Antibiotics  in 
j/ells  of  a  second  card  stop  the  growth 
nd  help  the  physician  choose  the 
lest  treatment.  The  time  saved  is 
jays.  The  ache  saved  is  appreciated. 
|he  lives  saved  are  priceless. 
I  We're  creating  breakthroughs  not 
inly  in  healthcare  but  also  in  helicop- 
hrs,  information  systems  and 
oacecraft. 
■  We're  McDonnell  Douglas. 
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WHEN  IT  COMES 
[0  BUSINESS 
TOSHIBA 
HAS  THE  TOUCH. 

Toshiba  has  the  touch  because  Toshiba  keeps  in  touch.  With  the  needs  of 
n  ever  changing  and  ever  demanding  society. 

For  over  100  years,  questioning  old  ideas,  researching  and  innovating 
ew  ideas  has  been  our  chosen  obsession. 

That's  why,  today,  Toshiba  takes  the  work  out  of  work.  With  advanced  color 
opiers,  sophisticated  telecommunications  systems,  personal  computers, 
leripherals  and  more. 

We  have  become  the  10th  largest  electric  and  electronics  company  in  the 
/orld.  The  5th  largest  manufacturer  of  semiconductors. 

We  are  at  the  forefront  in  energy,  power,  transportation,  communications, 
ledical  technology,  office  automation,  industrial  and  home  electronics. 

Tomorrow,  we  will  continue  to  improve  the  way  people  see,  hear,  travel, 
/ork  and  play. 

It's  our  way  of  keeping  in  touch. 


InTbuch  with  Tomorrow 

TOSHIBA 

For  further  information  write:  Toshiba  America,  Inc..  2441  Michelle  Drive,  Tustin,  CA  92680  or  Toshiba  Hawaii,  Inc.,  327  Kamakee  St.,  Honolulu,  Hawaii  96814 


footnotes.  That  soundly  trounced  the 
record  held  by  "The  Emergence  of 
Modern  First  Amendment  Doctrine" 
by  Professor  David  M.  Rabban  of  the 
University  of  Texas,  with  923  foot- 
notes [The  University  of  Chicago  Law 
Review,  1983).  The  alltime  record, 
though,  is  held  by  a  U.S.  District 
Court  of  Delaware  judicial  opinion: 
US.  v.  E.I.  du  Pont  de  Nemours  &  Co. 
back  in  1953,  with  a  staggering  1,715 
footnotes. 


Nuts! 

Tlhe  U.S.  is  now  second  only  to  Iran 
in  pistachio  nuts,  and  production 
is  still  climbing,  says  the  California 
Pistachio  Commission,  but  the  tax 
collectors  aren't  making  it  any  easier. 
Pistachio  acreage  sprouted  from  600 
in  1968  to  47,000  today,  two-thirds  of 
it  producing,  and  nearly  2,000  acres 
are  being  added  annually.  Last  year 
California  grew  62  million  pounds, 
the  biggest  crop  ever,  and  sold  80%  of 
it  domestically,  the  rest  to  importers 
like  Japan.  The  nuts  retail  between  $5 
and  $12  a  pound,  50  cents  to  75  cents 
more  than  pistachios  from  Iran,  but 
the  commission  says  price  is  no  prob- 
lem. "There  are  virtually  no  negative 
consumer  perceptions  about  pista- 
chios," says  Marketing  Director  D. 
Lee  Squyres,  and  with  pistachios  rare 
in  most  of  the  U.S.,  the  potential  mar- 
ket looks  tremendous.  Enter  the  tax- 
man.  Pistachio  trees  take  seven  to  ten 
years  to  mature  and  cost  $11,000  per 
acre  to  develop,  all  deductible  until 
1976,  when  the  IRS  changed  the  rules. 
The  IRS  then  decreed  that  nonfarm- 
ing  investors  could  take  writeoffs 
only  after  the  trees  are  in  production. 


The  industry  kept  growing,  but  the 
taxmen  are  still  threatening.  Now  the 
Treasury  Department  wants  farmers 
as  well  as  investors  looking  for  tax 
breaks  to  wait  till  the  trees  bear  nuts 
before  reaching  for  Form  1040. 


The  tax  tithe 

T taxpayers  will  work  a  minute  a  day 
extra  this  year — 2  hours  and  38 
minutes  per  average  8-hour  stint — to 
match  federal,  state  and  local  levies 
due  in  1985,  the  Tax  Foundation  says. 
So  we  started  working  for  ourselves 
on  Apr.  30.  In  1984  the  daily  stint  for 
taxes  was  2  hours  and  37  minutes,  and 
the  free-at-last  day  came  on  Apr.  29. 
In  the  dear,  dead  days  of  1930,  though 
not  many  were  working,  tax  obliga- 
tions were  met  by  Feb.  13.  By  1940  it 
was  Mar.  8;  in  1960,  Apr.  17;  and  in 
1981,  May  6.  (The  reverse  came  from 
the  Reagan  tax  cuts  and  economic 
growth.)  Today's  worker  puts  in  1 
hour  and  43  minutes  daily  for  Uncle 
Sam,  55  minutes  for  state  and  local 
tax  collectors,  1  hour  and  34  minutes 
for  rent  and  59  minutes  for  food. 


Hiring,  Japanese  style 

W'  ith  more  and  more  Japanese 
companies  setting  up  shop  in  the 
U.S.,  what  kind  of  American  execu- 
tives are  they  looking  to  hire?  John 
Foster,  head  of  the  New  York  office  of 
Boyden  Associates,  the  search  firm, 
specializes  in  this  area  (although  he 
has  never  been  in  Japan)  and  has  some 
dos  and  don'ts.  The  first  culture 
shock,  he  says,  comes  in  the  opening 
interview.  The  Japanese  boss  already 


A  pistachio  grove  in  California 

The  tax  collector  wants  a  taste  of  the  harvest. 
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knows  the  applicant's  qualifications, 
so  expect  three-quarters  of  the  quiz  to 
center  on  intangibles  like  personality, 
character  and  ideas.  The  Japanese 
want  "realism,  not  blue-sky,"  he  says, 
and  they  lean  to  the  long  view  and  not 
the  go-go,  bottom-line  fixation.  He 
cautions  that  the  Japanese  take  their 
five-year  plans  very  seriously,  so  im- 
patience is  not  a  virtue.  Even  the  body 
language  is  different;  a  solemnly  nod- 
ding Japanese  head  probably  means 
politeness  more  than  agreement.  The 
new  executive  should  also  forget 
about  moving  into  the  inner  circle  of 
Japanese  management;  it  rarely  hap- 
pens with  foreigners.  The  Japanese  are 
also  sensitive  about  suggestions,  con- 
structive or  otherwise.  This,  Foster 
says,  requires  what  he  calls  "pleasant 
aggressiveness,"  with  a  back-off  posi- 
tion a  must.  As  for  qualifications,  he 
says,  the  Japanese  company  is  "espe- 
cially responsive  to  what  the  Ameri- 
can knows  of  the  U.S.  market."  ' 


Where  ignorance  is  bliss 

Credit  unions  are  supposed  to  be 
the  babes-in-arms  of  the  financial 
services  industry,  so  it's  worth  noting 
that  not  a  single  one  of  the  country's 
18,500  credit  unions,  with  assets  of 
$115  billion,  was  burned  in  the  col- 
lapse of  E.S.M.  Government  Securi- 
ties. Not  that  E.S.M.  didn't  try.  The 
Florida  government  securities  house 
began  pushing  its  "risk-free"  repur- 
chase agreements  to  credit  unions  last 
summer.  This  time,  lack  of  sophisti- 
cation paid  off.  Several  locals  called 
the  National  Credit  Union  Adminis- 
tration to  check.  The  NCUA,  a  federal 
agency  that  regulates  credit  union  in- 
vestments and  insures  member  de- 
posits, invited  E.S.M.  to  Washington 
to  state  its  case.  When  E.S.M.  failed  to 
satisfy  NCUA  counsel  Steve  Bisker, 
he  told  it  to  stay  clear  of  credit 
unions.  "E.S.M.  said  they  would  get 
back  to  us,"  Bisker  says,  "but  we  nev- 
er heard  from  them  again."  As  for  i 
Bevill,  Bresler  &  Schulman,  whose 
collapse,  five  weeks  after  E.S.M.'s, 
cost  more  than  60  creditors  at  least 
$140  million,  only  the  $600  million' 
state-chartered  Government  Employ- 
ees Credit  Union  of  San  Antonio  was 
caught,  and  it  has  at  risk  only 
$400,000.  Have  credit  unions  shed 
their  amateur  standing?  Perhaps,  but 
there  is  another  reason  they  escaped. 
They  have  65%  of  their  assets  invest' 
ed  in  low-rate  loans  to  members  and 
only  3.3%  in  government  securities,- 
80%  have  assets  of  less  than  $5  mil- 
lion, too  small  for  the  repo  game. 
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Did  you  see  the  paper? 

Not  yet 
Read  this. 

I        What? 
I  Down  there  in  the  corner. 

The  article  about  kids  and  alcohol? 
That's  it. 

It  says  they're  drinking  before  they're  reading. 
Keep  going. 

Some  as  early  as  eight? 
Yeah,  and  look  how  many  of  em  are  alcoholics. 

They  gotta  be  kidding. 
Kinda  makes  you  wonder,  doesn't  it? 

Not  our  Scott. 
You  never  know. 

But  he's  just  a  kid. 
That's  just  the  point. 
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NEWSPAPERS.  MAGAZINES. 

RADIO.  TELEVISION.  CABLE.  NEWS. 

INFORMATION.  ENTERTAINMENT. 

IN  A  WORD,  SCRIPPS  HOWARD  IS 

COMMUNICATIONS.  IN  TOTAL. 


™  SCRIPPS 
I!!  HOWARD 

TOTAL  COMMUNICATIONS 


ADVERTISEMENT 


FOOT  NOTES 


TWO  WRIGHT  FEET 

SiR:  While  visiting  my  son  in  New  York 
recently,  I  noticed  that  he  was  wearing  the 
same  shoes  I  have  on  right  now— yours.  I 
know  for  a  fact  that  he  only  cares  about 
looks,  and  I  care  more  about  comfort  and 
quality.  It's  no  coincidence  that  we  both 
stand  by  E.T.  Wright. 
—Dr.  William  Witt 
Shaker Hts.,  OH 


EYE-FOOT 
COORDINATION 

SiR:  Reference  my  new  Wright  Shoes,  I 
bought  a  pair  for  looks  alone  and  got  a  big 
surprise.  I  never  expected  them  to  be  so 
comfortable!  They  turned  out  to  be  the  finest 
hand-sewn  shoes  I've  ever  owned.  I  was 
especially  pleased  to  see  that  they're  Ameri- 
can made.  The  eyes  have  it,  and  the  feet  are 
happy  to  go  along. 
—Michael  Kaplan 
Portola  Valley,  CA 

For  a  free  color  catalogue  and  store  loca- 
tions, write:  E.T.  Wright 
&Co.,  Rockland, 
MA  02370.  Or 
call  toll-free: 
800-343-1080. 
Style  100  top; 
style  M46 
bottom. 


Wright  Shoes® 


We've  been  Wright  for  more  than  100  years. 


Follow-Through 


The  business  of  money 

W'  ell,  nobody's  perfect.  Three 
years  ago  Forbes  joined  a  hallelu- 
jah chorus  of  analysts  praising  Edward 
Weitzen,  president  of  International 
Banknote,  parent  of  American  Bank 
Note,  then  a  company  with  $228  mil- 
lion in  sales.  Weitzen,  it  seemed,  had 
pulled  his  outfit  from  the  brink  of 
bankruptcy  to  profitability  and  prom- 
ise (Forbes,  June  21,  1982). 

With  license  to  print  currency 
(mostly  for  Third  World  countries), 
bank  notes  and  food  stamps,  Weitzen 
was  making  real  money.  Profits  of  60 
cents  a  share  in  1981  would  accelerate 
as  much  as  35%  in  1982,  analysts 
said.  Weitzen  also  had  some  nifty  pro- 
jects going:  holograms  with  "exclu- 
sive rights"  for  use  in  counterfeit  pro- 
tection and  a  new,  almost  indestructi- 
ble bank  note  paper  developed  with 
Du  Pont. 

The  shouting  couldn't  have  been 
worse  timed.  That  very  quarter  was 
the  first  of  1 1  straight  losers.  Last  year 
sales  from  continuing  operations  fell 
to  $109  million,  and  the  company  lost 
$20.3  million.  Net  worth  was  only 
$15.8  million,  down  45%  from  1983. 
Long-term  debt  had  reached  79%  of 
capital,  even  after  $10  million  gleaned 
from  the  sale  of  a  profitable  subsidiary 
that  printed  airline  tickets. 

What  went  wrong?  Weitzen  blames 
"factors  outside  (the  company's]  con- 
trol," such  as  the  strong  dollar,  the 
impact  of  the  international  recession 
on  client  countries,  increased  interest 
costs  and  competition.  Management 
had  also  helped.  Weitzen  waited  until 
last  year  to  close  plants  with  high- 
cost  labor  in  New  York  City  and  New 
Maiden,  England. 

Still  optimistic,  analyst  John  Ball  of 
Paine  Webber,  one  of  the  few  still 
tracking  the  company,  says  its  re- 
structuring and  capital  spending  in 
the  late  Seventies  will  pay  off  now,  as 
Third  World  countries  start  signing 
up  to  replace  worn-out  currency. 

But  the  restructuring  may  have 
come  too  late.  Competitors  have  tak- 
en a  good  portion  of  the  market.  De  La 
Rue,  a  London-based  company  that 
dominates  the  world  bank  note  mar- 
ket, took  most  of  International  Bank- 
note's business  printing  American  Ex- 
press traveler's  checks  and  may  cut 
prices  in  some  businesses  to  increase 
market  share  further.  United  States 
Banknote,  a  private  company,  has  half 
of  the  declining  business  of  printing 


U.S.  food  stamps. 

The  Du  Pont  paper,  which  was  test- 
ed in  Haiti  in  1982,  is  now  being  test- 
ed in  the  Isle  of  Man  and  Costa  Rica  as* 
well.  The  holograms  made  it  onto 
MasterCard  and  Visa  bank  cards,  but, 
at  2  cents  each,  85  million  cards  a  year 
mean  only  $1.7  million  in  sales — and 
some  of  that  goes  to  United  States 
Banknote.  So  much  for  "exclusive 
rights." 

The  U.S.  Treasury  did  give  Ameri- 
can Bank  Note  a  $1.6  million  develop- 
ment contract  in  November  for  a  new 
technology  to  thwart  counterfeiting. 
This  competes  most  directly  with  a 
process  under  development  by  Xerox, 
United  States  Banknote  and  Crane  & 
Co.,  the  last  of  which  makes  paper  for 
the  government,  among  others.  But 
International  Banknote's  method  is 
likely  to  be  more  expensive,  accord- 
ing to  the  U.S.  Mint. 

This  company's  depth  still  looks  as 
illusory  as  its  holograms. 


Tom  Swift  lives 

Flor  nine  years  Forbes  has  been 
waiting  hopefully  at  the  curb  for 
the  electric  car.  A  1976  cover  story 
proclaimed  that  the  new  federal  plan 
to  develop  electric  cars  "just  might 
turn  on  the  electric-car  switch  at 
last."  By  1978  the  Energy  Research  & 
Development  Administration  had 
signed  contracts  for  two  designs,  and 
Congress  had  provided  $30  million  for 
165  cars  for  private  use — at  AT&T, 
New  York's  Consolidated  Edison, 
Long  Island  Lighting  Co.,  Florida's 
Disney  World  and  a  Pennsauken,  N.J. 
dealer  who  offered  to  sell  or  lease  25 
cars  to  individuals  and  small  compa- 
nies. Another  35  were  for  U.S.  agen- 
cies. A  year  later  some  electric  vehi- 
cles (EVs)  were  actually  on  the  road. 
The  federal  budget  grew  from  $37.5 
million  in  fiscal  1979  to  $41  million 
for  1980.  General  Motors  talked  of  an 
electric  car  with  a  GM  label  by  the 
mid-Eighties,  but  management  had 
changed  and  the  prospect  looked  dim 
(Forbes,  Oct.  7,  1980). 

Nevertheless,  the  electric  car  is  still 
alive.  The  Cupertino,  Calif.-based 
Electric  Vehicle  Development 
Corp. — a  joint  effort  that  includes  30 
private  electric  utilities  and  the  Ten- 
nessee Valley  Authority — drove  into 
the  picture  in  November  1983.  The 
EVDC,  far  from  developing  cars,  is 
developing  markets.  Beginning  this 
summer  it  will  sell  a  GM  electric  van, 
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Why  are  more  and  more  offices  using  the 

Canon  AP  300? 


As  more  and  more  offices  replace  their  old  typewriters,  it's  remarkable  how  many  of  them  are  turning  to 
le  electronic  typewriter.  The  Canon  AP  300. 

In  big  office  settings  as  well  as  small,  they're  discovering  the  Canon  AP  300  combines  outstanding 
;rsatility  with  ease  of  operation. 

For  starters,  the  AP  300  has  a  15-character  display  that  catches  errors  even  before  they  are  printed.  Plus,  this 
pewriter  has  auto-everything:  auto-correction,  auto-centering,  auto-feed,  auto-indent. 

Finally,  the  AP  300  is  built  to  last.  Its  heavy-duty 
mstruction  assures  reliability.  And  with  a  minimum  of  moving 
arts,  there  is  precious  little  that  can  go  wrong. 

With  all  of  these  features,  you  probably  think  the 
P  300  costs  a  small  fortune.  You're  wrong.  In  fact,  you'll 
;  surprised  at  how  little  the  AP  300  really  costs. 

If  you'd  like  another  surprise,  look  into  the 
anon  AP  200.  In  its  price  range,  we 
ink  it's  the  best  heavy-duty,  powerful 
sctronic  you  can  buy.  Or,  if  your 
fice  demands  a  bit  more  of  a 
pewriter,  consider  the  AP  350  with 
2,000-character  memory 
at  lets  you  store  a  full  page  of  text. 

The  AP  300, 350,  and  200. 
iree  important  reasons  why 
inon  is  the  fastest  growing  maker 
office  typewriters. 

For  more  information, 
.11 1-800-323-1717,  ext. 
1.  (In  Illinois,  call 
$00-942-8881,  ext.  301.) 

anon® 

'  iE  FASTEST  GROWING  NA 
1  OFFICE  TYPEWRITERS 

t  ion  U.S.A.,  Inc..  One  Canon  Plaza,  Lake  Success,  NY  11042 
1 985 Canon  US. A,  Inc. 


COME    TO    SHERATON 


COME     TO     LUXURY 


LOS  ANGELES 

SHERATON  GRANDE  HOTEL 

SHERATON  PREMIERE  HOTEL 

NEW  YORK 

SHERATON  RUSSELL  HOTEL 

ST.  REGIS  SHERATON  HOTEL 

WASHINGTON,  D.C. 
SHERATON  CARLTON  HOTEL 
SHERATON  GRAND  ON  CAPITOL  HILL 

WAIKIKI  BEACH,  HAWAII 
ROYAL  HAWAIIAN  HOTEL 

©  1985  The  Sheraton  Corporation 


For  those  who  travel 
in  the  style  in  which  they  live. 


/EN 


Sheraton 

Hotels.  Inns  &  Resorts  Worldwide 
The  hospitality  people  of  ITT 

800-325-3535 

Or  call  your  Travel  Agent. 


currently  called  the  Bedford,  made  in 
Great  Britain  in  a  joint  project  be- 
tween Lucas-Chloride  EV  Systems, 
Ltd.  and  the  British  government.  Its 
electric  motor,  battery  and  controls 
were  developed  by  Lucas-Chloride, 
and  six  U.S.  utilities  have  agreed  to 
buy  between  three  and  ten  vehicles 
each,  at  $20,000  a  shot.  The  cars  run 
for  50  to  60  miles  per  charge  at  up  to 
55  miles  per  hour,  says  Jerry  Mader, 
EVDC  president,  and  carry  2,200 
pounds,  including  the  driver. 

At  present,  EVDC  is  targeting  the 
vans  for  the  2.4-million-unit  U.S. 
commercial  fleet  market,  where  it  fig- 
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GM's  electric  car 

Still  coming,  but  still  alive. 

ures  it  could  potentially  corner  per- 
haps 600,000  units.  (Servicing  cars  for 
individual  owners  will  be  a  problem 
until  GM  has  set  up  a  national  net- 
work.) EVDC  will  import  the  first  30 
electric  vans  this  summer.  It  plans  to 
bring  in  400  to  600  more  in  1986,  at 
$18,000  each.  By  1987,  says  Oreste 
Bevilacqua,  an  EVDC  consultant,  the 
price  per  van  should  drop  to  under 
$16,000,  and  if  mileage  improves  by 
20%  over  that  period,  EVDC's  poten- 
tial market  could  increase  to  about 
800,000  vans. 

The  trouble  is  that  the  vans'  "life- 
cycle  cost"  is  still  not  quite  competi- 
tive. Bevilacqua  says  they  now  cost 
about  48  cents  per  mile  over  an  eight- 
year  life,  compared  with  39  cents  per 
mile  for  conventional  automobiles. 
But  at  a  cost  of  $16,000  or  less,  that 
would  drop  to  41  cents,  which  would 
compete.  Beyond  the  utilities,  EVDC 
sees  its  potential  customers  including 
the  likes  of  AT&T,  GTE,  the  Postal 
Service  and  United  Air  Lines.  Tom 
Swift  may  make  it  yet. 
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THE  POWER.  THE  GLORY. 


Pratt  &  Whitney's  advanced 

PW2037  engines 

deliver  extraordinary 

fuel  efficiency, 

reliability 

and  passenger  comfort 

to  Northwest  Orient's  new 

fleet  of  Boeing  757's. 


UNITED 

TECHNOLOGIES 

PRATT&WHITNEY 


® 


Northwest  Orient's  new 

Boeing  757's 

bring  dramatic  space  age 

advances  to  air  travel. 

They're  an 

impressive  addition  to 

one  of  the  most  modern 

fleets  in  the  sky. 

New  Boeing  757's  are  now 

in  service  on  Northwest  Orient 

routes  coast  to  coast. 

The  757  is  the  world's  most 

advanced  jetliner— 

a  truly  glorious  way  to  fly  — 

offering  new  comfort, 

quiet,  performance 

and  efficiency. 

It  joins  a  modern  fleet 

that  already  includes 

wide  cabin  747's  on  all 

international  flights. 

For  state-of-the-art  air  travel 

throughout  Europe, 

the  Orient,  Canada  and 

the  U.S.A., 

go  the  Northwest  Orient  way. 

NORTHWEST  ORIENT 

The  world  is  going 
our  way. 
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Readers  Say 


No  labels,  please 

Sir:  My  initial  reaction  to  your  story 
"Sam  Spade  goes  corporate"  (Feb.  25) 
was  to  take  offense  at  being  referred 
to  as  a  "snoop"  or  "private  eye." 
Physicians  are  not  routinely  called 
quacks  or  Mack  the  Knife.  Attorneys 
dislike  being  referred  to  as  shysters 
or  mouthpieces.  Why  should  profes- 
sional legal  investigators  be  given 
labels  that  derogatorily  connote  un- 
ethical practices? 
—James  B.  Griffin  Jr. 
Santa  Ana,  Calif. 


Class  education 

Sir:    While    Secretary    of   Education 
William  Bennett  asserts,  and  Forbes 
reports  ("Bennett  the  Hun?"  Mar.  25), 
that  the  Administration's  proposed 
cuts  in  aid  to  education  will  save  the 
federal  government  $2  billion,  neither 
suggests  what  the  real  cost  might  be. 
Clearly,  these  cuts  would  result  not  in 
student  divestiture  of  cars,   stereos 
and  vacations,  as  the  Secretary  glibly 
claims,  but  in  a  radical  restructuring 
of  our  educational  system  along  eco- 
nomic   lines.    Independent    colleges 
would  become  the  province  of  the 
wealthy,     while     state     institutions 
would  serve  all  others. 
—James  J.  Wbalen 
President, 
Ithaca  College 
Ithaca,  NY. 


Blair  &  Co. 

Sir:  I  was  appalled  at  your  slanted 

journalism  of  D.H.  Blair  and  its  un- 

derwritings  (Apr.  22).   Where  would 

our  society  be  if  we  stifled  this  outlet 

for  new  business  development! 

— Ronald  Glickman 

Vice  President, 

D.H.  Blair  &  Co.,  Inc. 

New  York,  N.Y. 


No  turnaround  here 

Sir:  Fleet  Financial  Group  was  listed 
in  a  table  entitled  "Calling  the  turn- 
arounds" (Apr.  8,  p.  172).  By  any  defi- 
nition, Fleet  Financial  Group  is  not  a 
turnaround  situation,  but  rather  is 
one  of  the  most  respected  financial 
service  companies  in  the  nation.  Un- 
fortunately, numbers  provided  to  you 
by  Institutional  Brokers  Estimate  Sys- 


tem were  wrong:   You  listed    1984 
earnings  per  share  as  $1.95;  the  cor- 
rect figure  is  $3.63  a  share. 
— John  W.  Flynn 
Vice  President  and  Chief 

Financial  Officer, 
Fleet  Financial  Group 
Providence,  R.I. 

Forbes  regrets  the  error. — Ed. 


Down,  but  not  out 

Sir:  I  was  surprised  to  see  your  cover 
showing  a  bear  with  his  feet  on  a  bull 
(Apr.  22).  A  positive  thinking  maga- 
zine like  Forbes  should  always  re- 
mind its  readers  that  the  bulls  will 
always  rise  and  overcome  the  bears  in 
our  free  society.  If  that  bull  on  the 
floor  had  only  winked  one  eye,  he 
would  have  let  the  world  know  that 
he  may  be  down,  but  he  is  never  out, 
and  that  is  no  bull  story. 
— Alton  F.  Scott 
lake  Worth,  Fla. 


That's  entertainment 

Sir:  Re  your  comments  (Fact  and  Com- 

metit,  Apr.  22)  on  [viewing  the  1920s 

film)  Wings.  May  I  suggest  you  try 

Gunga Din7.  I  found  it  as  good  at  age  54 

as  I  did  at  9! 

— John  E.  Haselton 

Nashville,  Tenn. 


Up  the  wrong  tree 

Sir:  Your  article  "Dog  stocks"  (Mar. 
25),  which  included  Actmedia,  Inc.  in 
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CONFIDENTIAL 


Members  of  the  Board 
James  J.  Keenan 


April  15,  1985 


It  is  my  pleS^m.e  to  announce  that  both  sales  and  profits 
have  increased  sl^^antially  during  the  1984  fiscal  year. 
Factory  sales  rose7N»^»  to  $98  million.   As  you  will  see  in 
the  chart  below,  our  sa^^trend  through  fiscal  '84  is  quite 
positive. 


Sales  projected  to  new  highfc>f  $120  million 


This  year's  sales  reached  a  new  high  of  $98  million.   With 
the  planned  acquisition  of  the  privately-held  and  extremely 
profitable  Brown  Bag  Company  of  Secaucus,  this  trend  is 
projected  to  continue  through  fiscal  '86.   The  combination 
of  both  sales  forces  will  enable  us  to  reach  our  initial 
sales  goal  of  $120  million. 


^^^The  company  *  s 

f  to  the  tireles 

m  confident  thes 

■  With  the  Boarc 

M  the  Finance  De 

^J&  employees,  ret 

^^^  ^^_  Thank  you  all! 


up 


The  company's  success  and  future  success  can  be  attributed 
to  the  tireless  efforts  of  our  entire  staff  and  I  am 
onfident  these  efforts  will  continue  into  next  year. 
With  the  Board's  approval  last  month,  I  have  authorized 
the  Finance  Department  to  issue  a  bonus  of  10%  to  all 
employees,  retroactive  to  April  1. 


SALES   ($  MILLIONS) 
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AS         ON 
FISCAL^ 


Panasonic  introduces  the  only  copier  system 
that  makes  changes  as  easily  as  it  makes  copies. 


i.   =•:■ 

MMM 
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i^Lc- 

|L> 
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ven  selectively  reduce  or  enlarge  key 
lortions  of  the  original.  No  more 
'asted  time  cutting  and  pasting.  No 
|iore  messy  whiteout.  The  unique 
anasonic  E2S  works  exclusively 


The  revolutionary  new  Panasonic® 
E2S  Copier  System.  Now  for  the  first 
time  on  conventional  office  copiers, 
you  can  edit  copies  electroni- 
cally without  altering 
the  original.  Within 
seconds  delete  m 

confidential 
information. 
Move  or  center 
graphics  and  text 


with  selected  Panasonic  copiers. 

For  more  information  on  this  technological  break- 
through, please  mail  coupon  or  call:  1-800-447-4700. 
In  Alaska  call:  1-800-447-0890 


i "  i 

I   Panasonic  Industrial  Company,  Dept  CE2S 
1   PO  Box  3900,  Peoria.  IL  61614 

J   Q  Please  send  free  information 

Please  call  to  arrange  a  free  demonstration 


Reliability  that's  tough  to  copy 

Panasonic 

Industrial  Company 

Panasonic  Industrial  Company,  One  Panasonic  Way,  Secaucus.  NJ  07094 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any 
of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


April  15,  1985 


#750,000,000 


Waste  Management,  Itic 

Liquid  Yield  Option  Notes*  due  2001 
(Zero  Coupon  —  Subordinated) 


Price  25% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch  Capital  Markets 


*Trademark  of  Merrill  Lynch  Capital  Markets 


a  chart  of  companies  with  supposedly 

inexplicably  high  stock  prices,  was 

barking  up  the  wrong  tree.  Actme- 

dia's  high  P/E  ratio  is  attributable  to 

our  68%    compounded  growth   rate 

over  the  past  five  years. 

—Bruce  F.  Failing  Jr. 

President, 

\ctmedia 

Darien,  Conn. 


Avoided,  not  lost 

Sir:  When  is  Forbes,  the  capitalist 
tool,  going  to  abandon  Tip  O'Neill  & 
Co.'s  characterization  of  any  tax 
avoidance  device,  in  this  case,  mu- 
nicipal   bonds,    as    the    "lost    rev- 

nues"?   ("The  great   bond   debate," 
Trends,  Apr.  8.) 
—James  M.  Jenks 

'arden  City,  N.Y. 


Lundvall  of  EMI  Music 

sir:  You  stated  that  I  was  "squeezed 
jut"  of  the  presidency  of  CBS  Records 
ind  later  left  Elektra  Records  under 
some  duress  (Mar.  11).  [At  CBS]  I  was 
ji  fact  asked  to  renew  my  contract.  I 
tfas  in  the  process  of  renewing  my 
ontract  as  president  at  Elektra  when 
was  approached  to  give  new  birth  to 
:he  jazz  label  Blue  Note.  I've  never 
jeen   "squeezed   out,"   pushed   out, 
:hrown  out  or  fired  in  my  25  years  in 
:his  business. 
—Bruce  G.  Lundvall 
Resident, 
iMI  Music 
few  York,  N.Y. 


Boon  or  boondoggle? 

>ir:  The  editorial  comment  on  New 
pork's  Westway  (Fact  and  Comment, 
Uar.  25)  places  Forbes  alongside  a 
prill  minority  opposition  seeking  this 
important  project's  delay.  The  cost  is 
presently  estimated  to  be  one-half  the 
Amount    you    stated.    Only    Third- 
world-type  inflation  could  cause  it  to 
each  your  $4  billion  figure.  Referring 
jo  Westway  as  an  expensive  highway 
s  like  calling  the  Empire  State  Build- 
ing a  costly  elevator  shaft. 
j— W.H.James 
Chairman, 
Slew  York  Citizens 
J  for  Balanced  Transportation 
ilew  York,  N.Y. 

',  Proponents  claim  a  $2.2  billion  cost; 
opponents,  $4  billion  to  $6  billion;  some 
mgineers  estimate  $10  billion. — Ed. 
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HOTEL 

plaza  athen: 

NEW  YORK 


A  class  of  one  in  New  York. 
A  class  of  two  in  the  world. 


Hotel  Plaza  Athenee 

37  East  64th  Street 

New  York,  New  York  10021 

212-734-9100 


Hotel  Plaza  Athenee 

25  Avenue  Montaigne 

75008  Paris 

723-78-33 


)  TRUSTHOUSE  FORTE  EXCLUSIVE  HOTELS® 
Toll-free  800-223-5672 


ON  REWARDING 

SUCCESSFUL  COLLEAGUES  AND 

IMPORTANT  CLIENTS. 

Tiffany's  Corporate  Division  offers  businesses  and 
organizations  an  opportunity  to  bring  excitement  to  all 
gift-giving  occasions. 

Tiffany  can  provide  distinctive  and  beautifully  crafted 
items  for  incentive  programs,  service  and  achievement 
awards,  retirement  programs,  and  special  events.  Our 
account  executives  can  help  you  plan  and  execute  gift 
programs  that  meet  your  most  exacting  requirements. 

You  may  choose  to  personalize  merchandise  with  a 
corporate  name,  logo  or  special  message.  And,  for  a  one-of- 
a-kind  gift,  our  Design  Department  can  transform  your 
ideas  into  exciting  reality. 

Presented  in  our  classic  blue  box,  a  Tiffany  gift  is  always 
well-received.  For  further  information,  contact  a  Tiffany 
Corporate  Division  representative  and  ask  for  our  new 
Corporate  catalogue. 

TlFFANY&CO. 

NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  •  DALLAS  •  HOUSTON 
BOSTON  •  ATLANTA  •  KANSAS  CITY  •  SAN  FRANCISCO  •  CINCINNATI  •  PHILADELPHIA 

©T&.  CO.  1985 


21 


_ 


Hearst's  Helen  Gurley  Brown 
had  the  creative  idea  that 
gave  birth  to  10,711,000*  Cosmo  girls. 


Source  Spring  1985  MR!  Study 


HEARST  IS  MORE  THAN  125  COMPANIES  INCLUDING  MAGAZINES,  BROADCASTING,  NEWSPAPERS, 
BOOKS,  BUSINESS  PUBLISHING  AND  CABLE  COMMUNICATIONS. 

MAGAZINES  Colonial  Homes  •  Connoisseur  •  Cosmopolitan  •  Country  Living  •  Good  Housekeeping  •  Harper's  Bazaar  •  House  Beautiful  •  Motor  Boating 
Sailing  •  Popular  Mechanics  •  Redbook  •  Science  Digest  •  Sports  Afield  •  Town  &  Country  •  National  Magazine  Co  ,  Ltd.  (United  Kingdom)  •  Magazine  Distributi 
•  Eastern  News  Distributors  •  Communications  Data  Services  •  International  Circulation  Distributors  •  Periodical  Publishers  Service  Bureau  BROADCASTS 
TV  Stations  •  WBAL-TV.  Baltimore,  MD  •  WDTN-TV.  Dayton.  Ohio  •  KMBC-TV,  Kansas  City,  MO  •  WISN-TV,  Milwaukee,  Wl  •  WTAE-TV,  Pittsburgh,  PA  •  Raj 
Stations  •  WBAL-AM,  Baltimore,  MD  •  WIYY-FM.  Baltimore,  MD  •  WISN-AM,  Milwaukee,  Wl  •  WLTQ-FM,  Milwaukee:  Wl  •  WHTX-FM,  Pittsburgh,  PA  •  WT/> 
AM,  Pittsburgh.  PA  •  WAPA-AM,  San  Juan,  Puerto  Rico  NEWSPAPERS  Albany  (NY)  Knickerbocker  News  •  Albany  (NY)  Times-Union  •  Baltimore  (MD)  Ne' 
American  •  Beaumont  (TX)  Enterprise  •  Clearwater  (FL)  Sun  •  Edwardsville  (IL)  Intelligencer  •  Huron  Daily  Tribune,  Bad  Axe.  Ml  •  Laredo  (TX)  Times  •  L 
Angeles  (CA)  Herald  Examiner  •  Midland  (Ml)  Daily  News  •  Midland  (TX)  Reporter-Telegram  •  Plamview  (TX)  Daily  Herald  •  San  Antonio  (TX)  Light  •  San  Francis 
(CA)  Examiner  •  Seattle  (WA)  Post-Intelligencer  •  40  weeklies  in  California.  Michigan.  Florida  and  Texas, 


Enrique  Borrego  of  Hearst's  San  Antonio  Light 
lad  the  creative  idea  that 
delivered  88  papers  in  13  inches  of  snow. 


Whether  they're  an  executive  or 
a  secretary,  a  book  editor  or  a 
TV  cameraman,  someone  in  a 
newsroom  or  someone  in  the 
mailroom. 

Whatever  they  do  at  Hearst, 
we  want  each  and  every  one  of 
our  13,000  people  to  be  creative 
people.  To  not  just  "do"  their  job, 
but  to  come  up  with  creative 
ways  to  do  it  better  than  anyone 
else. 

Helen  Gurley  Browns  creative 
idea  for  Cosmopolitan  identified 
a  whole  neiv  group  of  women 
and  provided  them  with  the  first 
magazine  they  could  truly  call 
their  own. 

Enrique  Borregos  creative 
idea  solved  the  problem  of  deliv- 
ering his  papers  on  time  even 
after  a  huge  blizzard.  What 
Enrique  did  was  prepare  in 
advance,  by  starting  an  hour 
earlier  and  enlisting  the  help 
of  a  partner. . .  his  father! 

Creative  ideas  have  helped  us 
triple  our  size  in  the  past  ten 
years  and  have  made  us  one  of 
the  largest  and,  we  think,  one 
of  the  best  communications 
companies  in  the  world. 

A  company  people  want  to 
workfor. 

A  company  people  want  to 
grow  with. 


The  Hearst  Corporation 

Good  creative  ideas 

that  make  good  business  sense'.'" 


BOKS  BUSINESS  PUBLISHING  Arbor  House  •  Avon  •  Hearst  Books  •  Hearst  Marine  Books  •  William  Morrow  &  Co..  Inc  •  Hearst  Business 
■munications,  Inc  •  Hearst  Business  Media.  Inc  •  Hearst  Professional  Magazines,  Inc.  •  American  Druggist  •  American  Druggist  Blue  Book  •  Diversion  • 
■ronic  Engineers  Master  Catalogue  •  Electronic  Products  Magazine  •  Integrated  Circuits  Master  Catalogue  •  Motor  Books  •  Motor  Crash  Estimating  Guide  • 
■)r  Magazine  •  National  Auto  Research  Publications  •  Today's  Office  CABLE  COMMUNICATIONS  Hearst  Cablevision  of  California  •  Los  Gatos,  CA  • 
■tas,  CA  •  Newark.  CA  •  Santa  Clara.  CA  •  Cable  Programming  Networks  •  Arts  &  Entertainment  (a  joint  venture  between  Hearst/ABC  Video  Services  and 
ml)  •  Lifetime  (a  joint  venture  between  Hearst/ABC  Video  Services  and  Viacom  International)  OTHER  ACTIVITIES  Cal  Graphics  •  Hearst  Advertising 
■ice  •  Hearst  Feature  Service  •  Hearst  Metrotone  News  •  King  Features  Syndicate  •  King  Features  Entertainment  •  Reader  Mail.  Inc. 


For  a  total  perspective 
to  serve  your  financial  world  best... 

Heller  is  the  one. 


The  one  that  zeros  in  on  creative  solutions  that  answer 
ail  your  needs.  Get  the  Heller  point  of  view  for  any  or  all  of 
your  financing  needs,  which  include: 

Asset-Based  financing  expertise  to  assist  you 
in  major  acquisitions  or  mergers,  meeting  working  capital 
needs  or  other  types  of  financing.  Professionals  with  the 
deal  structuring  expertise,  funding  capacity  and  service 
capabilities  to  serve  your  industry  and  market. 

Factoring  to  provide  specialized  credit  and  collec- 
tion expertise  and  working  capital  funds  in  marketing  your 
products  throughout  the  U.S.  and  around  the  world. 

Equipment  financing  programs  to  facilitate  the 
sale  of  equipment  from  the  manufacturer  to  the  end  user.  An 
integrated  multi-service  offering  which  satisfies  financing 
requirements  for  each  step  in  your  distribution  process. 

Commercial  Real  Estate  financing  to  support 
you  in  every  phase  of  your  project's  development-from 


site  development  to  permanent  financing. 

Heller  wants  to  be  involved  in  your  financial 
planning  process.  As  part  of  Heller  International,  there 
are  72  offices  worldwide,  staffed  With  professionals 
dedicated  to  a  high  level  of  performance.  We've  recently 
changed  our  name  to  Heller  Financial  emphasizing  our 
commitment  to  set  standards  of  excellence  no  one  in  the  in- 
dustry can  match.  We  welcome  you  to  test  our  commitment. 

For  more  information  and  a  copy  of  our  1984  Annual 
Review  call:  1-800-458-4924.  (In  Illinois,  call: 
1-800-621-2429.  In  Canada,  call:  1-416-482-4012.) 

S3  Heller  Financial 

Asset-Based  Financing  •  Factoring  •  Equipment  Financing  •  Real  Estate  Financing 
105  West  Adams  Street,  Chicago,  Illinois  60603. 

Heller  Financial,  Inc.  is  an  operating  subsidiary  of  Heller  International  Corporation. 

©Heller  Financial,  Inc  1985 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  FAVORITE  BLACKGREENMAILERS  ARGUMENT  IN  SHAKEDOWN 


assaults  on  their  corporation  targets  is  that  assets  per  share 
exceed  the  prevailing  per-share  price  in  the  marketplace. 
This  "the-company's-worth-more-dead-than-alive"  argu- 
ment persuades  more  shareholders  than  should  be. 

Spanking  new  plants  and  outlets,  state-of-the-'art  pro- 
duction lines,  high-tech  offices,  superior  distribution  sys- 
tems, super  sales  forces,  et  al.  are  indeed  of  great  and 
mostly  dollar-measurable  value. 

But  only  when  the  concern  is  a  going  concern. 

What  do  you  suppose  the  immediate  liquidatable  value 
is  of  a  shut-down  manufacturing  plant  in  Detroit  environs 


or  on  an  Illinois  plain?  What's  the  liquidating  value  of 
"invaluable"  people,  who  so  often  switch  elsewhere  when 
their  companies  switch  owners? 

In  accounting,  capitalized  costs  are  indeed  assets. 

In  liquidation,  they  often  turn  out  to  be  a  debit.  Main- 
taining empty  plants,  properties,  franchises  is  a  cost,  no 
longer  revenue-producing.  To  make  the  point  clear  and 
pertinent — how  much  do  you  suppose  the  Hunts  would 
get  for  their  silver  if  they  had  to  "liquidate"  it  in  a  hurry? 

Don't  be  so  quickly  gulled  by  raider  guiles  about  "the- 
company's-worth-more-dead-than-alive." 


BEEF  OVERDID  IT,  OIL  OVERDID  IT,  NOW  HEALTHS  IN  FOR  IT 


When  prices  get  out  of  hand,  more  and  more  people  do 
with  less  or  without. 

Remember  some  years  ago  when  beef  went  ape  in  the 
marketplace?  People  turned  to  spaghetti  and  chicken,  and 
to  this  day,  beef  hasn't  recovered  its  once-soaring  share  of 
the  family  food  budget. 

Oil  opeced  sky-high.  The  world  couldn't  do  without  it. 
But  it  soon  learned  to  do  as  well  or  better  with  far  less. 
And,  at  way-out  prices,  discovered  there  was  far  more  of  it. 

Health  costs  now  are  sickening.  And  the  cure  is  going  to 
be  new  and  less  costly  care.  The  killing  pox  of  malpractice 
suits  is  giving  birth  to  machines  that  can  provide  swift 
results  on  the  screens  in  doctors'  offices,  instead  of  count- 


less expensive  second  opinions  and  a  gorge  of  additional 
diagnoses  and  tests.  Genetic  engineering  and  intensely 
heightened  biological  computer  projections  promise — and 
in  some  instances  have  already  delivered — exciting  break- 
throughs. Medicine  is  cutting  down  on  cutting  into  peo- 
ple. More  and  more  hospital  beds  are  empty. 

The  cost  of  medical  care  is  so  out  of  hand  that  necessity 
is  mothering  medical  invention  and  innovation.  Some 
people  and  some  companies  and  some  doctors  and  some 
clinics  and  some  hospitals  are  getting  rich  cutting  costs. 

More  will  go  after  the  robust  profits  that  are  out  there  for 
those  finding  new  ways  to  reduce  the  price  of  effective 
health  care. 


OUR  BRASS  DON'T  KNOW  A  WAR  WHEN  THEY  SEE  ONE 


Our  borders  are  quite  literally  being  overrun  by  an 
enemy  more  viciously  destructive  than  any  fifth  column 
or  mere  traitorous  sellers  of  secrets. 

International  drug  merchants  are  running  circles 
around,  over  and  right  through  normal  peacetime  state 


and  federal  border  and  law  enforcers. 

Not  long  ago,  the  five  governors  of  the  most  engulfed 
Gulf  Coast  states — Texas,  Louisiana,  Mississippi,  Ala- 
bama, Florida — urgently  requested  Congress  to  "assign  the 
Department  of  Defense  the  specific  mission  of  actively 
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searching  for  and  interdicting"  drug  smugglers.  As  Texas 
Governor  White  put  it,  "We're  literally  being  invaded  by 
land  and  sea." 

In  every  other  country  the  armed  forces  participate  in 
undertakings  of  significant  national  interest.  They  fill 
certain  vital  needs,  perform  essential  services  within  a 
relevant  framework.  Every  one  of  our  military  services 
could  contribute  in  varying — mostly  major — degrees  to 
waging  a  war  so  meaningful  to  our  country's  present  and 


future.  It  would  be  no  idle  exercise.  And  what  a  superb 
way  to  develop  interservice  coordination  as  an  antidote 
to  interservice  rivalries. 

We've  urged  it  before  (Fact  and  Comment,  Aug.  13, 
1984).  Now,  with  the  Governors  joining  the  President 
and  the  First  Lady  in  their  deep  concern  about  this 
national  disaster,  let's  hope  the  President  and  Congress 
will  order — right  soon — our  military  services  into  this 
battle. 


SPEAKING  OF  THE  ARMED  SERVICES,  TWO  CONGRESSMEN 


could  be  up  for  the  Medal  of  Merit  if  they  succeed  in 
enacting  the  legislation  they  plan  to  introduce  to  give  the 
Chairman  of  the  Joint  Chiefs  of  Staff  some  authority  to  do 
more  than  preside  over,  paper  over  the  services'  high- 
priority  warfare  known  as  Internecine. 
Representative  William  Nichols  (D-Ala.),  as  Chairman 


of  the  Armed  Services  subcommittee  on  Investigations, 
is  working  for  revisions.  But  success  will  depend  on 
Representative  Les  Aspin  (D-Wis.),  new  Chairman  of  the 
Armed  Services  Committee.  There's  every  indication 
he's  going  to  be  a  good  one,  an  effective  one. 
Let  us  hope. 


CLOUT  IS  SOMETHING 

some  people,  companies,  countries  are  presumed  to  have — until  they  try  using  it. 

ITALY  MAY  NOT  BE  ABLE  TO  DESIGN  A  GOVERNMENT 

which  probably  accounts  for  the  fact  that  it's  had  the  least  But  in  everything  else,  Italian  design  is  the  best,  most 

economic  gyrations  of  any  country  in  Western  Europe.  The  daring,  most  exciting.  Functional  pizzazz  at  its  acme.  Cars? 

current  (at  this  writing,  anyway)  regime  of  21-month  dura-  Lamborghini's  a  piece  of  sculpture  and  the  only  arguable 

tion  is  nearly  a  record  since  equals  are  Maserati  and  Ferrari.  Look  at  Italian  fashions. 

WWII  and  Mussolini's  last  ap-  Boats.  Home  furnishings.  Office  equipment.  Architecture. 

pearance  in  a  gas  station.  So,  as  Italians  might  put  it,  who  needs  a  government? 


lamp-Nessen  Lamps,  Inc.  /  couch-Memphis/Milano,  Inc.  /  typewriter-Olivetti  Canada  Ltd.  /  boat-Riva  America  Inc.  /  desk  chair,  chaise-Innovative  Products  for  Interiors 
car-Lamborghini  of  North  America  /  necklace-Elsa  Peretti/Tiffany  &  Co.  /  leather  goods-Italian  Trade  Commission  /  watches-Gucci  Shops,  Inc.  /  fashion-Giorgio  Armani. 
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FORBES  MAGAZINE'S  FOUNDER 

and  just  now  there  have  occurred  two  more  pass- 
ings that,  during  their  existence,  were  important 
in  his  passage  through  life. 

South  Africa's  Rand  Daily  Mail,  respected 
throughout  the  world  for  its  integrity  and  long- 
standing criticism  of  South  African  government 
policies,  has  folded  after  83  years  of  consequential 
being.  At  the  age  of  2 1,  my  father  left  his  reporter's 
job  on  the  Dundee  Courier  in  Scotland  to  become 
Editor  Edgar  Wallace's  assistant  at  the  Daily  Mail's  startup. 

Dad  used  to  reminisce  about  how  often  he  would  have  to 
write  Wallace's  daily  column,  because  Edgar  would  be 
holed  up  downing  the  whiskey  of  Scots  while  writing  the 


(AND  MINE)  DIED  31  YEARS  AGO 

detective  novels  that  later  gained  him  such  fame. 
It  was  at  that  time  that  Dad  won  this  cup,  en- 
graved as  follows:  "Rand  Daily  Mail  -  Go  As  You 
Please  -  12  miles  -  Won  By  Bertie  C.  Forbes  -  Time 
-  1  hr.  24  mins." 

A  couple  of  days  after  reading  about  the  Rand 
Daily  Mail's  demise  came  news  of  the  passing  of 
Robert  Woodruff,  who  made  Coca-Cola  a  univer- 
sal success  and  symbol.  He  and  my  father  were 
close  friends,  a  friendship  that  survived  many  a  bitterly 
contested  poker  pot.  Three  decades  ago  Dad  was  buried  in 
his  favorite  jacket,  made  of  Forbes  clan  tartan  that  had 
been  a  gift  from  Bob  Woodruff. 


THE  FOOLISH  THINGS  SAID  AGAINST  CIGARS 

fortunately  have  little  effect  on  those  who  know  the  immense  pleasures  a  wee  puff- 
ing provides.  But,  I  must  say,  these  pix  from  London's  Tatler  are  a  bit  off-putting. 


Sir  Bernard  Waley-Cobeti,  Lady  d'Avigdor-Goldsmid     David  Frost 
Puff,  puff  Puff 


fames  Stanbridge 
Puff 


Sir  Woodrow  Wyatt 
Puff 


LADIES  WITH  A  (PROPER)  PAST 

know  gentlemen  enjoy  cigars. 


IT'S  PRINCIPALLY  THE  PRECIOUS 

who  don't  appreciate  fine  cigars. 


BOOKS 


#  Front  Page  History:  Events  of  Our 
Century  That  Shook  the  World — by 

Harold      Evans      (Salem      House, 
$17.95).  This  famed  British  editor 
and  author  here  displays  his  pick  of 
120  of  the  most  gripping  happen- 
ings from  the  death  of  Queen  Vic- 
toria to  the  birth  of  Prince  William. 
I  Perceptive    commentary   and   profuse   photographs   add 
!  substantial  dimension  to  the  throbbing  headlines. 
Excerpt:  Newspapers  are  constantly  accused  of  being  pre- 
\  occupied  with  tragedy.  The  truth  is  they  exult  in  whatever 
'  they  can  recognise  is  exceptional.  They  can  usually  recog- 
\nise  firsts  and  lasts,  achievement  as  well  as  disaster.  They 
were  as  eager  to  headline  the  four-minute  mile  as  the  fall 
\of  Dien  Bien  Phu.   They  are  thirsty  for  celebrities,  so 
[thirsty  that  in  our  time  there  are  people  who  are  famous 
'for  being  famous.  They  have  taken  on  board  Chesterton's 
\sally  that  journalism  consists  in  saying  "LORD  fONES 
'DEAD"   to  people   who  never  knew  Lord  Jones   was 
alive.  .  .  .  If  [Princess  Diana's}  son  ever  becomes  King 
William  V,  it  is  unlikely  to  be  much  before  the  year  2032, 
by  which  time  the  British  monarchy  will  have  had  a  very 


healthy  966  year  innings  since  William  I  opened  the 
batting  in  1066.  The  birth  of  Prince  William  augured  well 
for  a  continuation  of  that  political  stability  which  Britain 
has  enjoyed — and  been  envied  for — under  her  constitu- 
tional monarchy  for  so  long. 

#  Montana  Wilder- 
ness: Discovering  the 
Heritage — by  Steve 
Woodruff  and  Don 
Schwennesen  (The 
Lowell  Press,  P.O.  Box 
1877,  Kansas  City, 
Mo.  64141,  $25).  Vig- 
orous, unpostcardy 
photographs  in  this  paean  to  wilderness.  The  authors  and 
photographer  Carl  Davaz  are  pained  that  the  use  and 
enjoyment  of  Montana  land  by  people  has  changed  the 
wilderness  from  what  it  was  in  Indian  days.  While  one 
applauds  their  good  intentions,  such  saviors  sometimes 
forget  that  the  earth  is  also  for  human  life  and  living. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Alligator  Rule 

One  of  the  rules  on  serving  in  gov- 
ernment is  that  when  you're  up  to 
your  ears  in  alligators,  it's  hard  to 
remember  that  you  are  there  to  drain 
the  swamp. 

— Donald  Stokes,  Wilson  School 
Dean,  Princeton  Alumni  Weekly 

Keep  Walking 

The  residents  of  Simla,  where  once 
the  high  officials  of  the  raj  and  their 
ladies  went  to  escape  the  hot  season, 
are  often  visited  by  relatives.  "They 
always  say,  'I'm  coming  for  two  or 
three  days,'  but  after  three  weeks 
they're  still  here." 

The  man  speaking  was  an  army 
colonel.  He  had  a  remedy  for  unwel- 
come guests.  He  made  lists  of  sights 
that  were  not  to  be  missed  in  Simla. 
Each  one  was  a  day's  walk  from  his 
house,  and  it  was  usually  at  the  top  of 
a  steep  hill.  After  a  few  days  of  this 
sightseeing,  the  starch  was  out  of  his 
guests,  and  they  were  fairly  glad  when 
it  was  time  to  go. 

— Paul  Theroux, 
National  Geographic 

Costly  Competition 

Although  I  spent  14  years  on  the 
faculty  of  the  Army  War  College,  I 
never  could  find  a  proper  rationale  for 
having  four  separate  service  war  col- 
leges in  six  locations.  Most  of  their 
real  estate  is  devoted  to  81  holes  of 
golf,  eight  swimming  pools,  four  rec- 
reational lakes  (two  with  cottages), 
three  riding  stables,  a  marina,  a, yacht 
club,  three  aero  clubs  (with  govern- 
ment supplied  airplanes),  plus  bowl- 
ing alleys,  handball  courts,  tennis 
courts,  woodworking  shops,  post  ex- 


1 


changes  and  commissaries.  All  this 
for  a  military  population  of  less  than 
10,000,  most  of  whom  are  in  the  top 
10%  of  U.S.  wage  earners. 

But  the  real  costs  are  in  the  interser- 
vice  rivalries  institutionalized  by  the 
retention  of  the  separate  service  war 
colleges.  These  mind-sets  ultimately 
cost  the  nation  billions. 
— William  V.  Kennedy,  former  aide  to 
the  Assistant  Secretary  of  Defense 
(comptroller),  Wall  Street  Journal 

Free  Spirit 

Romaine  Brooks,  |a  noted)  painter, 

was  an  early  model  of  the  independent 

woman.  She  said,  "One  should  be  a 

slave  to  nothing  but  one's  toothbrush. " 

— Maugham,  A  Biography, 

by  Ted  Morgan 

Easy  Entry 

Bob  Dempsey,  Florida's  Law  En- 
forcement Commissioner,  said  Fed- 
eral [drug]  enforcement  in  that  state 
was  weak,  even  though  Southern 
Florida  is  the  site  of  the  nation's 
most  sophisticated  program.  "Last 
year,"  Mr.  Dempsey  said,  "local  au- 
thorities caught  50  drug  smugglers' 
planes  that  the  Federal  people  didn't 
even  notice."  The  United  States 
Customs  Service  estimates  that  air- 
borne drug  smugglers  make  up  to 
18,000  flights  a  year  across  the  entire 
southern  border.  .  .  . 

Of  the  Defense  Department's  reluc- 
tance to  get  involved  in  drug  law  en- 
forcement, Louisiana  Governor  Ed- 
win Edwards  said,  "It's  immaterial 
whether  they  want  to  do  it."  And  Tex- 
as Governor  Mark  White  said,  "I've 
found  that  when  the  military  gets 
word  from  the  commander-in-chief. 
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'Why  should  /  give  up  smoking*  It's  the  only  thing  I  do  well. 


enthusiasm  tends  to  increase."  As  it 
is,  he  said,  the  relative  ease  with 
which  airborne  drug  smugglers  are 
able  to  penetrate  the  borders  does  not 
speak  well  for  the  nation's  defensive 
capabilities.  "Pray  to  the  Lord  that  the 
Russians  don't  discover  DC-3s  be- 
cause we  are  not  stopping  them." 

— Joel  Brinkley, 
New  York  Times 


The  merger  business 

is  10%  financial  analysis 

and  90%  psychoanalysis. 

— Andre  Meyer,  Financier, 
by  Cary  Reich 


Have  Tou  Ever  Met  One? 

"The  salesman's  job  is  not  to  sell  a 
car,"  Mr.  Gidron  [of  Dick  Gidron 
Ford)  said.  "It's  to  assist  the  customer 
in  buying  a  car.  The  statistics  show 
that  72%  of  the  people  who  walk  into 
a  showroom  buy  their  car  within  48 
hours,  and  the  average  customer  will 
shop  at  least  two  dealers  before  mak- 
ing a  decision.  That  means  to  me  that 
the  most  professional  individual  will 
make  the  sale." 

And  the  mark  of  a  bad  salesman? 

"Not  knowing  the  product,  not  be- 
ing able  to  explain  the  product,"  Mr. 
Gidron  said.  "And  after  the  car  is  sold 
he  doesn't  want  to  involve  himself 
with  the  customer — with  whatever 
service  problems  might  arise. 

"When  you  give  a  guy  ten  or  fifteen 
thousand  dollars,  he's  the  person 
you'll  remember,"  Mr.  Gidron  said. 
"It's  only  natural.  You  don't  want  to 
go  talk  to  somebody  you've  never 
met.  So  you'll  call  up  the  salesman, 
and  he'll  say,  'Come  on  over  and  I'll 
meet  you  in  the  service  department.' 
That's  what  a  good  salesman  would 
do.  That's  what  I'd  do." 

— The  New  Yorker 


He  Probably  Did,  Too 

The  excesses  of  contemporary  busi- 
ness writing  bring  to  [mind]  Cornelius 
Vanderbilt,  who  wrote  my  favorite 
business  letter: 
"Gentlemen: 

You  have  undertaken  to  cheat  me.  I 
won't  sue  you,  for  the  law  is  too  slow. 
I'll  ruin  you. 

Yours  truly, 
Cornelius  Vanderbilt" 
Not  a  word  wasted.  If  anyone  can 
offer  a  better  example  of  solid  busi- 
ness writing,  I  would  like  to  see  it. 
— Peter  Baida,  American  Heritage 
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re  Civil  Justice. 


Year  after  year,  our  civil  justice  system  has 
become  slower.  More  costly.  Less  fair  to  the  very 
people  it  was  meant  to  help. 

We  all  pay  the  price.  Some  of  us  pay  in  the  frus- 
tration of  waiting  for  a  case  to  end,  or  by  seeing  a 
settlement  eaten  away  by  legal  costs.  All  of  us  pay  in 
the  form  of  higher  taxes  and  insurance  premiums. 

Experts  agree  on  the  urgent  need  for  civil 
justice  repair.  Chief  Justice  Burger  has  criticized 
"the  high  cost  of  legal  services  and  the  slow  pace 
of  justice!'  Derek  Bok,  president  of  Harvard  and 
former  dean  of  Harvard  Law,  has  called  our  legal 
system  "the  most  expensive  in  the  world!' 

A 1984  Rand  Corporation  study  of  thousands 
of  asbestos-related  lawsuits  shows  how  serious  the 
crisis  has  become.  Cases  closed  took  an  average 
two  years  and  eight  months,  with  11  percent  taking 
six  years.  How  much  money  went  to  asbestos  vic- 
tims? Only  37  percent  of  the  expenses  and  compen- 
sation paid  by  defendants  and  insurers.  The  other 
63  percent  went  to  pay  litigation  costs. 

Can  anything  be  done?  We  think  it  can. 

We're  the  Insurance  Information  Institute. 
Our  members,  property  and  casualty  insurance 
companies,  are  vitally  involved  in  this  issue.  They've 
joined  with  others -doctors,  lawyers,  government 
officials,  business  leaders -in  coalitions  of  con- 
cerned citizens.  Together,  they're  developing  new 
solutions.  In  many  states,  their  ideas  are  being 
translated  into  action. 

Our  latest  report,  The  Civil  Justice  Crisis, 
examines  the  reforms  now  being  proposed.  It  tells 
how  you  can  get  involved.  Phone  us  toll  free  at 
800-221-4954  for  a  free  copy. 


Insurance  Information  Institute 

A  nonprofit  action  and  information  center 


Burroughs 
announces  our 

second  hundred 

year  plan. 


A  hundred  years  ago,  with  the  introduction  of  the 
first  adding  machine,  a  company  was  founded  with  one 
single  objective:  to  make  business  more  cost-efficient. 

A  century  later,  celebrating  our  centennial  year, 
Burroughs  Corporation  has  become  a  worldwide  leader  in 
information  processing  systems  geared  to  helping 
businesses  improve  the  bottom  line. 

Today  in  an  age  when  productivity  is  threatened  by 
information  overload,  the  need  for  cost-efficient  informa- 
tion management  is  greater  than  ever. 

Which  is  why  Burroughs  is  rededicating  our  efforts  to 
making  our  products,  services  and  support  systems  more 
cost-efficient  and  productive  than  ever  before.  This  com- 
mitment to  the  future  is  symbolized  by  our  new  corporate 
logo. 

We've  focused  our  resources  on  specific  lines  of  busi- 
ness— emphasizing  finance,  manufacturing  and  distri- 
bution, health  care,  government  and  education  among 
others.  And  we've  developed  complete  systems  to  meet 
their  special  information  processing  problems. 

In  the  area  of  new  products,  we've  designed  a  family 
of  mainframes  that  costs  less  to  run,  needs  fewer  support 
people,  and  allows  users  to  increase  processing  power  up 


to  70  times  without  reprogramming. 

Plus,  we've  developed  software  that  brings  the  pro- 
gramming and  operational  ease  of  personal  computing  to 
mainframes.  And  equally  remarkable  software  that 
increases  programmer  productivity  up  to  an  astonishing 
1000%. 

Of  course,  Burroughs  has  the  office  and  data  process- 
ing  products  and  supplies  to  go  with  our  systems. 

And  we  offer  a  lot  more. 

Like  our  System  Development  Corporation — an  ac- 
knowledged leader  in  secure  networks  and  systems  inte- 
gration. And  our  Memorex  unit — offering  highly  advance 
storage  devices  for  Burroughs  and  other  systems  comple- 
mented by  a  wide  range  of  peripherals. 

Finally,  to  help  our  people  put  our  plan  into  practice, 
we've  recently  spent  $67  million  on  personnel  training 
and  more  than  $100  million  on  service  and  support  facility 

In  an  industry  where  many  companies  don't  last  a 
decade,  Burroughs  is  proud  to  be  launching  our  second 
century. 

The  experience  and  insights  we've  gained  are  helping 
us  develop  new  solutions  that  will  benefit  our  customers 
and  their  profitability  for  the  next  hundred  years. 


Burroughs 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THIS  TIME  THEY  SHOULD  PAY  ATTENTION 


Federal  Reserve  Board  Vice  Chairman  Preston  Martin 
has  called  for  faster  money  growth  "to  achieve  an  accept- 
able rate  of  economic  growth"  for  1985.  Otherwise,  we 
could  be  headed  for  recession  and  higher  unemployment. 

Keep  your  fingers  crossed  that  his  Fed  colleagues  pay 
Martin  more  heed  than  they  did  last  year  when  he  warned 

PORNOGRAPHIC 

If  the  Supreme  Court  isn't  careful,  it  might  soon  start  a 
chain  of  decisions  that  would  profoundly  alter  our  politi- 
cal system  for  the  worse. 

The  Court  has  agreed  to  decide  whether  gerrymandering 
violates  the  Constitution.  It  recently  accepted  an  appeal 
by  the  state  of  Indiana  over  a  federal  district  court  decision 
to  throw  out  a  Republican-sponsored  districting  plan  for 
the  state  legislature.  The  grounds  for  this  overthrow:  The 
GOP  plan  violated  the  right  of  Democrats  to  equal  protec- 
tion of  the  law.  Democratic  candidates  for  the  Indiana 
state  legislature  together  garnered  5 1  %  of  the  popular  vote 
in  1982  but  won  only  43%  of  the  seats. 

If  the  justices  have  any  sense,  they'll  rule  against  that 
lower  court.  Trying  to  define  gerrymandering  will  be  even 
more  difficult  than  defining  pornography. 

The  only  way  to  do  it  would  be  to  use  the  yardstick  of 
popular  votes  versus  seats  won.  And  that's  the  danger.  It 
could  eventually  change  our  political  system  to  one  re- 

WOULD  YOU  BELIEVE  IT?- 

Or  close  to  it,  anyway. 

Pizza  is  likely  to  be  near  the  top  of  everyone's  list  of  junk 
food.  That  impression  is  wrong,  according  to  a  recent 
report  by  the  American  Council  on  Science  &.  Health. 

"Pizza  pulls  its  weight  nutritionally,"  maintains  the 
council.  Among  the  good  things  pizza  provides:  substan- 
tial amounts  of  protein,  calcium,  vitamin  A,  thiamine, 
riboflavin,  niacin  and  iron.  "Of  the  eight  key  nutrients 
usually  listed  on  nutrition  labels,  the  only  one  that's  in 
short  supply  in  a  cheese  pizza  is  vitamin  C.  And  that's 
easily  corrected  if  you  include  red  or  green  peppers,  which 
are  very  high  in  vitamin  C." 

There's  more  good  news:  Pizza  needn't  be  fattening. 


that  the  central  bank  was  being  overly  tight,  thereby 
jeopardizing  the  recovery. 

The  U.S.  expansion  subsequently  fell  from  a  vigorous 
8%  growth  rate  to  an  almost  immeasurable  1.3%. 

Even  Chairman  Volcker  should  recognize  by  now  that 
he  has,  once  again,  overdone  the  tightness. 

LIKE  QUAGMIRE 

sembling  proportional  representation.  Under  proportional 
representation,  the  number  of  seats  a  political  party  holds 
in  a  legislature  is  determined  by  how  many  votes  it  re- 
ceives in  an  election,  not  by  how  many  of  its  candidates 
won  in  head-to-head  contests.  Thus,  if  candidates  for  an 
antiabortion  party  won  5%  of  the  vote,  they  would  be 
entitled  to  5%  of  the  seats. 

The  experiences  of  France  in  much  of  this  century  and  of 
pre-Nazi  Germany  in  the  1920s  show  what  a  baleful  impact 
such  a  system  has.  It  encourages  special  interest  parties. 

In  U.S.  elections,  candidates  must  usually  appeal  to 
diverse  groups  of  people  to  win.  This  is  healthy  for  a 
heterogeneous  country  like  ours. 

The  Supreme  Court's  previous  rulings  mandating  rough- 
ly equal-size  districts  for  congressional  and  state  legisla- 
tive elections  have  rid  us  of  the  most  egregious  abuses  of 
gerrymandering.  What  remains  of  the  disease  is  less  harm- 
ful than  the  likely  cures. 

PIZZA  IS  A  HEALTH  FOOD! 

"One  slice  of  plain  cheese  pizza  provides  about  150  calo- 
ries. If  you  add  all  the  toppings,  it's  still  not  likely  to 
exceed  250  or  300  calories  per  slice."  The  trouble,  of 
course,  is,  who  can  stop  at  one  piece? 

Pizza's  only  shortcoming  is  that  it  contains  considerable 
amounts  of  sodium,  obviously  a  no-no  for  people  on  a  low- 
salt  diet. 

The  health  organization  concludes:  "It's  hard  to  under- 
stand how  pizza  ever  got  the  reputation  of  being  a  junk 
food.  Perhaps  it's  because  some  people  believe  that  any- 
thing that's  popular  can't  possibly  be  good  for  you." 

The  council  should  now  undertake  similar  studies  of 
soft  drinks,  Twinkies,  etc. 
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At  first  glance,  a  kinetic  sculpture.  On  closer  examination,  a  radar  jamming 

antenna  undergoing  testing  in  a  special  echo-free  chamber  at  Northrop  Corporations 

Defense  Systems  Division  in  Rolling  Meadows,  IL.  Northrop  is  one  of  the  world's  largest 

manufacturers  of  radar  jamming  systems  to  protect  aircraft,  and  their  pilots. 

Northrop  Corporation,  1840  Century  Park  East,  Los  Angeles,  CA  USA  90067-2199 


NORTHROP 

Making  advanced  technology  work 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


No  time 
for  faint  hearts 


Job  formation 

and  other 
nice  surprises 


Have  you 

checked  the  price 

of  Arrow  shirts? 


BUSINESS  IS  BETTER  THAN  YOU  THINK 

Don't  write  off  the  recovery.  Most  policymakers  at  the  Federal 
Reserve  still  think  the  economy  should  manage  a  sustainable  (mean- 
ing noninflationary)  3Vi%  to  4%  real  growth  this  year  over  1984. 
Despite  concerns  about  consumers  taking  on  too  much  credit,  the  Fed 
will,  therefore,  pump  out  money  or  cut  the  discount  interest  rate  it 
charges  other  banks,  to  keep  growth  going. 

More  than  U.S.  well-being  rides  on  the  Fed's  moves,  of  course.  Should 
America  skid,  the  Third  World— with  all  that  debt— as  well  as  Western 
European  economies  would  go  down  with  a  bump. 

A  headache  for  the  Fed,  as  for  all  other  economy  watchers:  unreliable 
statistics.  Some  wobbles  in  the  economy — better  or  worse  news  than 
expected,  then  subsequent  corrections  and  revisions — are  more  appar- 
ent than  real,  contributing  to  erratic  policymaking.  The  March  leading 
indicators,  for  example,  inched  down  after  two  monthly  increases. 

The  downward  revision,  to  1.3%,  in  the  rate  of  real  gross  national 
product  growth  in  the  first  quarter  took  most  guessers  by  surprise.  So 
will  the  upward  swing  in  the  second  quarter.  Some  reasons: 
New  jobs  continue  to  be  added  at  a  strong  pace  (well  over  a  million  so 
far  this  year).  Capital-spending  plans  remain  strong,  and  auto  and  truck 
output  has  been  rising. 

And  consumer  spending,  mostly  flat  so  far  this  year,  should  rebound 
once  delayed  tax  refunds  are  handed  over.  Consumers,  however,  stay 
fussy,  demanding  cheap  financing  and  shopping  for  bargains.  (Who 
pays  retail  anymore?) 

But  an  eye-catching  product  will  buck  the  trend.  Laser-read  compact 
disks  costing  $13  to  $17  a  copy,  and  needing  costly  playback  equip- 
ment, have  taken  off.  RCA  says  the  disks  were  just  1%  of  its  total  sales 
of  phonograph  recordings  a  year  ago  but  now  are  over  8%  and  rising. 

Except  for  defense  suppliers,  major  segments  of  the  economy  (e.g., 
chemicals)  still  have  to  join  the  party.  But  better  times  are  spreading  to 
include  industrial  and  capital-goods  makers. 

Steel  will  soon  get  a  boost  from  trade  protection.  Around  7  million 
extra  tons  (roughly  a  10%  increase)  should  be  shipped  from  U.S.  mills 
in  the  second  half  of  this  year,  to  replace  blocked  imports. 

Most  sectors  are  less  blessed,  and  imports  continue  to  grow — keeping 
prices  and  profits  in  check.  But  new  investment  is  starting  to  make 
America  more  competitive,  including  surprise  areas  like  shirts. 

Cluett,  Peabody  invested  $18  million  in  laser  cutting,  automatic 
stitching  and  the  like.  It  hasn't  helped  where  lots  of  labor  is  needed,  to 
stitch  epaulets  or  patch  pockets,  but  where  an  Asian-made  standard 
shirt,  using  50-cent-an-hour  labor,  was  25%  cheaper  in  1981,  it  is  now 
just  10%  cheaper.  If  the  dollar  had  not  risen  so  sharply,  a  U.S. -made 
Arrow  shirt  could  by  now  have  undercut  Asian-made  ones. 
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The  Forbes  Index 


Current  170.4' 

Previous  170.3t 

Percent  change  0.0 
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Standstill.  The  Forbes  Index  is  virtually  unchanged  from 
the  previous  reporting  period.  New  housing  starts  re- 
bounded 53%  from  their  dismal  showing  one  month  earli- 
er. The  latest  housing  starts  figure,  however,  is  only  5.2% 
higher  than  it  was  one  year  ago.  Personal  income  shows  a 
0.8%  month-to-month  increase  and  industrial  production 
a  0.3%  increase. 


In  something  of  a  departure  from  recent  trends,  the  J 
services  component  of  the  Consumer  Price  Index  regis- 
tered a  slightly  lower  rate  of  increase  than  the  overall  CPI.  I 
The  CPI  for  services  gained  0.4%,  while  the  overall  CPI' 
was  up  0.44%.  Finally,  manufacturers'  new  orders  fell!) 
2.3%  from  the  previous  month  and  stand  some  5.1% 
lower  than  they  were  12  months  ago. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Industrial  production  index  (1967  =  100) 
seasonally  adjusted  (Federal  Reserve) 


Manufacturers'  new  orders  and  inventories 
|$billions|  seasonally  (Oept.  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 
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IERE  T&E  DOLLARS  VANISHED  UNTIL 
BETTER  SYSTEM. 


the  road.  And  it  gives 
management  a  com- 
hy-wide  overview  of 
travel  and  entertain- 
jnt  matters. 
your  company  now 
lizes  the  American 
)ress"  Corporate 
Jrd,  then  you  already 
pe  one  of  the  integral 
ces  of  the  System. 
Id  to  that  our  business 
[wel  capability  and 


you'll  have  the  combina- 
tion that  puts  you  in  con- 
trol -  not  the  black  hole. 
For  more  information, 
mail  the  coupon  or  call 
1 -800-528- AMEX.  In  Ari- 
zona, call  1-602-222-3096. 

AMERICAN  EXPRESS 
TRAVEL  MANAGEMENT 


Mail  to:  A.M.  Busquet,  VP 

American  Express*  Travel  Management  Services 

PO.  Box  13821  Phoenix,  Arizona  85002 

Yes,  I'd  like  to  get  a  better  handle  on  all  my  company's 
travel  and  entertainment. 


Name 


Title 


Company 


City 


State 


Zip 


Phone 


#  ol  travelers 
©  American  Express  Travel  Related  Services  Company,  Inc. 


Good  management  is  really  driving  out 
bad  mangement  in  the  fire  truck  market. 


The  limits  of 
tradition 


By  John  Merwin 


Next  month,  after  153  years  of 
production,  the  last  fire  truck 
will  roll  off  the  quarter-mile- 
long  assembly  line  at  American  La- 
France  in  Elmira,  N.Y.  American  La- 
France  once  ruled  its  marketplace  as 
well  as  any  American  company  ever 
dominated  a  business.  But  the  parking 
lot  is  mostly  empty  now,  and  it's  hard 
to  find  a  person  in  Elmira  who  clearly 
understands  why  the  company  is  clos- 


ing up  shop.  Executives  directly  in 
charge  at  LaFrance  offer  no  explana- 
tions. Figgie  International,  the  con- 
glomerate that  has  owned  it  since 
1966,  cites  LaFrance's  dated  truck  de- 
signs, high  overhead  and  a  string  of 
losses,  culminating  last  year  with  a 
pretax  loss  of  $7.6  million  on  flagging 
sales  of  $21.5  million. 

Why  does  a  company  like  American 
LaFrance  fail?  How  could  the  com- 
pany allow  its  products,  identified  by 
the     familiar     American     LaFrance 


chrome  eagle,  to  fall  woefully  behinc 
the  competition?  How,  in  the  last  few 
years,  could  it  blow  a  preeminem 
franchise  built  on  the  sweaty  brows  oi 
eight  generations  of  craftsmen? 

The  answer  will  be  found  1,00C 
miles  south,  in  Ocala,  Fla.,  home  oi 
Emergency  One,  an  upstart  in  the  fire 
truck  business.  In  only  1 1  years  Emer- 
gency One  has  grown  from  a  tiny  op- 
eration in  an  entrepreneur's  barn  to  a 
$51  million  enterprise.  The  company 
has  become  the  leading  maker  ol 
American  fire  trucks  and  last  year 
earned  $3.4  million  pretax  doing  it. 

More  than  50  fire  trucks  a  month 
roll  out  of  Emergency  One's  bustling 
factory,  bordering  busy  1-75  in  central 
Florida.  The  reason  for  the  bustle  is 
disarmingly  simple — a  new  idea.  The 
bodies  of  Emergency  One's  trucks  are 
aluminum,  mounted  on  steel  chassis. 
That  doesn't  sound  like  a  big  deal, 
unless  you're  running  a  fire  depart- 
ment on  a  tight  budget.  Unlike  steel 
trucks,  made  for  years  by  American 
LaFrance  and  others,  aluminum 
doesn't  corrode  when  exposed  to  salt 
and  water.  Though  aluminum  is  more 
expensive  than  steel  initially,  fire  de- 
partments in  brutal  proving  grounds 
such  as  Chicago  and  Boston  have  rea- 
son to  believe  aluminum  will  be 
cheaper  in  the  long  run. 

So  here  is  point  one.  Undeterred  by 
the  no-growth  nature  of  the  fire  truck 
market  and  seeing  a  chance  to  catch 
hidebound  competition  asleep  at  the 
wheel,  Emergency  One  levered  itself 
into  the  market  with  an  innovation.  It 
has  already  captured  about  15%  of  a 
fragmented  market  and  aims  to  raise 
that  to  25%  in  a  few  years.  As  Robert 
Wormser,  a  gruff,  self-taught  metal 
designer  and  founder  of  Emergency 
One,  succinctly  puts  it,  "We  weren't 
confused  by  tradition." 

Not  only  did  American  LaFrance 
fail  to  make  the  considerable  invest- 
ment necessary  to  meet  Emergency 
One's  aluminum  challenge,  it  didn't 
update  the  company's  old  steel  de- 
signs. "Our  present  designs  were  pret- 
ty much  done  in  1973,"  laments  an 
American  LaFrance  dealer.  "The  com- 
petition came  out  with  wider  cabs, 
sexier  dashboards  and  steering 
wheels.  Sex  appeal  sells  fire  trucks, 
too."  American  LaFrance's  idea  of  a 
crisp  response  in  its  final  years  was  to 
hire  an  outside  consultant  to  redesign 
its  products.  Too  little,  too  late. 

But  Emergency  One's  triumph  is 
built  on  more  than  a  new  metal. 
Emergency  One  is  a  lively  place.  The 
parking  lot  is  overflowing,  the  work 
force  is  young  and  bright-eyed,  happy 
to  work  overtime,  perhaps  eyeing  a 
profit-sharing  pot,    which   last   year 


From  Corporate  Takeovers 
to  Management  Makeovers 


The  first  comprehensive  examination 

of  corporate  takeovers 

and  how  to  profit  from  them. 

#8696    $18.95 


An  in  depth  look  at  investing 

in  municipal  bonds  for 

yielding  high  tax-free  income. 

#8695    $16.95 
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Success,  Wealth,  &  Happiness 
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An  innovative  program  of 

hard-hitting  management  techniques  for 

uplifting  company  profits  and  morale 

#8691     $14.95 


A  unique  system  for  developing 
and  sustaining  a  positive  outlook 

on  life  and  work 

#8697    $14.95 


LNMONALMSISSIBH 


Minute 
Manager 

Kenneth  Want-hard.  Ph.D. 
Spencer  Johnson,  M.D. 


i  breakthrough  management  program 
offering  three  easy  techniques 
for  managing  at  work  and  home 
#8694    $6.95 


Putting 

Minute 
Manager 

toWork 

How  lo  Turn  Ins  3  Secrets  Inlo  Skills 
Kenneth  WaneHard.  Pfa.O. 

C«  -Mlnxc*  rn*  One  Mmuit*  Monogti 


The  exciting  next  step 

for  implementing  One-Minute 

Manager  skills  and  techniques. 

#8693    $6.95 
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TAKING  CHARGE 


Vterrai  BenniscVBurt  Nanus 

A  revealing  analysis  of 

the  management  skills  and  methods 

of  the  nation's  top  CEOs. 

#8692    $19.95 


&  More 


Surprise  someone  close  to  you 

with  our  special  gift  certificates, 

complete  with  envelope  and  holder. 


An  insightful  anthology  of 

practical  lessons  for  tackling 

persistent  management  problems 

#8698    $9.95 


They're  great  for  any 
occasion  and  perfect  for  those 
t  hard-to-please  people  on  your  list. 


America  finds  it  at 

Waldenbooks 

Books  •  Audio  •  Video  •  Magazines  •  Software  •  Book  Clubs  •  Special  Services 

For  phone  ordersoall:  1-800-543-1300  and  ask  tor  Operator  390.  (Alaska  and  Hawaii:  1-800-545-1000.  Operate  390)  Code  #  SOOSl 
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Deciding  whose  briefcase  to  buy  is  easy. 

Here's  the  hard  part. 


Making  difficult  decisions  is 
what  separates  the  executive  from 
mere  mortals. 

And  justifies  any  handsome 
rewards  that  may  result. 

So  it's  truly  fitting  that  the 
reward  in  this  case  is  a  Hartmann. 

After  all,  Hartmanns  are  known 
for  their  ability  to  survive  the  relentless 
pressures  of  executive  life.  Without  sac- 
rificing their  distinctive  look  of  quality. 

So  it  should  be  no  surprise  that 
the  Executive  Collection  features  our 
famous  industrial  belting  leather  or 
full  grain  leather  in  chestnut  or  cordo- 
van. For  a  soft,  supple  surface  that's 
extraordinarily  resistant  to  scratches. 

That's  one-reason  why 
Hartmanns  never  look  old  before 
their  time.  Another  reason  is  that  each 
case  is  handcrafted  for  strength. 

But  there  are  a  lot  of  other  reasons 

You  see,  we  finely  finish  and 
double-lacquer  the  exposed  edges  to 
prevent  them  from  separating  and 
looking  old  and  frayed. 

And,  with  our  exclusive  Nutech 
Polymatic  Frame,  we've  invented  a 
way  to  keep  corners  firm 
so  they  never  become 
dog-eared.  In  truth,  our 
standards  are  much 
harder  than  you  could 
ever  be  on  our  cases. 


hflrfe 


mm 

We  don't  cut  corners. 


All  this  is  what  makes 
Hartmann  so  easy  to  choose. 

What  makes  it  hard  is  that 
we've  made  twelve  cases  in  this  Col- 
lection. Each  with  a  different  person- 
ality. Each  made  to  fit  a  different 
executive  style. 

Some  are  big  enough  to  carry  a 
long  report,  some  a  brief.  Some 
expand  like  a  briefcase,  others  don't. 
Eleven  have  handles,  one  is  carried 
underarm.  Four  have  retractable 
handles  that  disappear  inside  for  a 
clean  uncluttered  look,  and  seven 
have  the  famous  Hartmann  handles. 
Four  have  optional  shoulder  straps. 
And  all  have  nylon  self-healing 
zippers. 

Pockets?  Hartmann  is  famous 
for  pockets.  So  throughout  this  Col- 
lection you'll  find  innovative  pocket 
arrangements  inside  and  out  to 
match  your  own  innovative  style. 

We  could  go  on  and  on  describ- 
ing the  unique  executive  features  of 
this  Collection.  But  the  only  way 
you'll  really  know  which  one  is 
perfect  for  you  is  to  see  them,  hold 
them,  get  the  feel  of  them. 
Deciding  on  only 
one  is  your  decision.  And 
it's  difficult. 

But  after  all,  you 
are  an  executive. 


Du  Pont  TEFLON'waler  &  slain  repeller 


Send  for  a  list  ot  your  nearest  Hartmann  dealers,  Dept 
©  1985  Hartmann  Luggage.  Lebanon,  Tennessee  370 


Emergency  One  founder  Robert  Wonnser 

Flouting  tradition,  flaunting  aluminum  fire  trucks. 


poured  out  a  half-million  dollars  to  be 
divvied  up  by  270  people  on  the  pay- 
roll. By  contrast,  American  LaFrance 
suffers  from  hardening  of  the  corpo- 
rate arteries.  "It  took  so  long  to  do 
things  at  American  LaFrance,"  ex- 
plains a  former  employee  now  with 
Emergency  One.  "Many  of  the  people 
there  are  conservative  thinkers,  not 
used  to  quick  change,"  adds  another. 

Point  two:  While  American  La- 
France requires  six  months  to  turn 
out  a  basic  fire  truck,  Emergency  One 
assembles  one  in  45  days.  Why  the 
difference?  Revolutionary  design  and 
assembly  by  Emergency  One.  Ameri- 
can LaFrance  hand-drafts  blueprints 
of  each  order.  The  process  can  take  a 
week.  Emergency  One  does  the  same 
thing  in  a  few  hours  on  IBM  comput- 
er-aided design  (CAD)  machines. 

From  there,  time-saving  grows 
more  pronounced.  Emergency  One 
starts  assembly  with  cartloads  of  alu- 
minum extrusions,  metal  already 
shaped  by  aluminum  fabricators  be- 
fore arriving  at  the  assembly  line.  The 
pieces  are  quickly  fitted  together  into 
a  body  which  then  is  mounted  on  a 
chassis.  American  LaFrance,  one  of  its 
dealers  says,  "builds  trucks  the  same 
way  it  did  when  I  first  came  there 
more  than  30  years  ago."  The  process 
starts  with  flat  sheet  metal,  which 
must  be  punched,  bent,  ground,  pol- 
ished, fitted  and  filled,  not  to  mention 
the  parade  of  paperwork  snaking 
through  the  factory  as  individual 
parts  travel  from  department  to  de- 
partment for  modification. 

Emergency  One's  disadvantage  of 
working  with  aluminum,  a  more  ex- 
pensive metal,  thus  is  turned  to  its 
advantage  because  it  can  assemble  a 
fire  truck  with  25%  to  30%  less  labor. 
Not  only  is  quick  assembly  a  key  sell- 
ing point,  it  also  reduces  working  cap- 
ital tied  up  along  the  assembly  line. 
That's  important  to  fire  truck  manu- 
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facturers.  The  trucks  range  in  price 
from  $40,000  for  a  small  pumper  up  to 
$450,000  for  a  top-of-the-line  aerial 
truck,  and  manufacturers  don't  get 
paid  until  the  trucks  are  driven  away. 

Point  three:  Even  Emergency  One's 
selling  efforts  smack  of  creativity  ab- 
sent from  American  LaFrance.  Last 
year  Emergency  One  gained  a  toehold 
in  Boston  by  lending  the  fire  depart- 
ment there  several  new-model  trucks. 
Sales  executives  lived  at  the  firehouse 
and  went  out  on  60  fire  calls.  Boston 
bought.  Another  example:  The  com- 
pany flew  20  West  Coast  fire  chiefs  to 
Florida  to  drive  trucks  purchased  by 
other  departments  back  out  to  the 
coast.  Five  of  those  fire  chiefs  have 
already  bought  and  another  five  are 
nibbling.  Emergency  One  even  gives 
away  a  small  fire  truck  each  year  in  a 
drawing  from  sales  card  leads  re- 
turned by  mail,  a  relatively  inexpen- 
sive way  to  build  a  prospect  list. 

Finally,  the  obvious  question.  Why 
aren't  competitors  turning  out  cara- 
vans of  aluminum  fire  trucks?  Fact  is, 
steel  fire  trucks  still  outsell  alumi- 
num, though  steel's  share  is  dropping 
as  Emergency  One's  share  grows.  In 
the  short  run,  evidently,  sticking  with 
tradition  is  cheaper  than  retooling,  re- 
training and  rethinking  for  what  is,  as 
noted,  a  no-growth  market.  But  if 
Emergency  One  can  make  good  on  its 
goal  to  sell  1,000  fire  trucks  a  year,  up 
from  600  in  1984,  there  will  be  more 
casualties  in  a  market  that  sells  only 
4,000  units  a  year. 

Tradition,  then,  is  a  two-edged 
sword  in  this  sleepy  little  market  that 
Robert  Wormser  invaded,  luckily 
with  a  welding  torch  instead  of  a  mar- 
keting survey.  "If  competitors  have 
any  sense,"  Wormser  growls,  "they 
will  make  aluminum  trucks.  But  I'm 
not  worried  about  that.  They've  al- 
ready had  11  years  to  do  it.  They 
haven't."  ■ 


We'll  only 
give  it  away 


For  a  limited 
time  only,  when  you 
buy  a  Hartmann  briefcase 
or  attache,  we'll  make  you 
a  gift  of  a  beautiful  Hartmann 
letter-size  Folio. 

In  our  exclusive 
industrial  belting  leather, 
cordovan  or  chestnut 
leathers,  they're  normally 
priced  from  $80  to  $95. 

It's  a  gift  any  meeting- 
goer  will  go  for. 

Take  notes  on  the  pad. 
Store  memos,  business  cards 
and  a  calculator  in  its 
pockets.  It's  a  pleasure  to  do 
business  with. 

Of  course,  should  you 
not  be  in  the  market  for  a 
case  right  now,  your 
Hartmann  retailer  will 
happily  sell  you  a  Folio.  But 
we'd  much  rather  give  it  away 

For  your  nearest  partic- 
ipating Hartmann  dealer,  write 
Dept.  F,  Hartmann  Luggage, 
Hartmann  Drive,  Lebanon, 
Tennessee  37087. 
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We  don't  cut  corners. 
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Which  Information  Technology  company 
just  introduced  major  new  systems  in  all  thre 
key  areas  of  information  management? 


For  your  inf  or  matior 


©1985  Han-is  Corporation.  Melbourne.  Florida  32919 


Information  has  become  the  pri- 
mary resource  in  many  businesses. 
And  with  the  convergence  of  data 
processing,  office  automation  and 
communications,  companies  are 
looking  for  workable  ways  to  inte- 
grate diverse  products  in  these  areas 
into  more  efficient  Information 
Management  Systems.  Many  ven- 
dors have  expertise  in  one  or  two  of 
these  areas.  But  Harris  is  able  to  pro- 
vide product  solutions  in  all  three. 

Three  new  solutions  to  your 
information  management 
problems. 

Harris  has  introduced  major  new 
systems  covering  all  of  these  three 
key  areas.  They  represent  leadership 
solutions  to  the  important  current  needs 
for  increased  work-group  productivity  and 
lowercommunication  costs.  And  they  are 
also  designed  for  connectivity  to  other  Harris 
and  non-Harris  products.  Because  we  are 
committed  to  providing  our  customers  with 
the  integrated  Information  Management 
Systems  they  will  require. 

Data  Processing. 

The  Harris  9300  work-group  system  is 
designed  to  address  the  proliferation  of 
personal  computers  in  business.  It  increases 
professional  work-group  productivity  by 
interconnecting  IBM  PCs,  Harris  PCs  and 
mainframe  terminals  in  an  integrated  data, 
file  and  resource-sharing  network  Multiple 


9300  systems  can  be  interconnected  through 
the  HarrisNet  local  area  network  to  form  very 
large  corporate  networks. 

Office  Automation. 

The  Lanier  Concept  6000  office  automation 
system  adds  a  powerful  new  dimension  to 
office  productivity.  It  can  connect  a  variety  of 
Lanier  workstations  and  mini-network  con- 
trollers so  that  files,  documents  and  system 
resources  can  be  shared  withi  n  a  work  group 
for  data  processing,  personal  computing  and 
word  processing  tasks.  Multiple  Concept  6000 
systems  can  be  connected  via  the  HarrisNet 


network  to  accommodate  more 
than  1000  workstations. 

Communications. 

The  Harris  20-20  integrated 
network  switch  is  a  fourth  gen- 
eration system  which  can  cut 
voice  and  data  communication 
costs  by  up  to  30  percent. 
It  reduces  the  number  of  dedi- 
cated or  private  lines  required 
in  a  network,  while  maintaining 
direct  desk-to-desk  dialing 
functionality.  The  system  auto- 
matically establishes  optimum 
communication  routes  that  use 
supercarriers,  tie  lines,  WATS 
and  private  lines  to  their  best 
advantage. 

Leadership  in  Information 
Technology. 

Harris  has  been  at  the  leading  edge  of 
Information  Technology  for  more  than 
25  years,  serving  companies  across  the 
nation  and  governments  around  the  world. 
We  have  one  of  the  most  comprehensive  lines 
of  Information  Management  Systems 
products  in  the  business.  And  our  worldwide 
sales  last  year  totaled  $2  billion. 

To  learn  more,  contact  Harris  Corporation, 
Dept.  533,  Melbourne,  FL  32919. 


J2  HARRIS 


ur  name  is  Harris. 


The  Up  &  Comers 


Ideas 


Unless  you  totaled  your  car  recently,  you 
probably  have  never  heard  of  Agency  Rent- 
A-Car,  Inc.  That  doesnt  bother  centimil- 
lionaire  Samuel  Frankino. 


Hot  wheels 


By  Jay  Mccormick 


I  don't  buy  cars  for  parking  lots," 
says  Samuel  Frankino,  founder, 
chairman  and  63%  shareholder  of 
Agency   Rent-A-Car,    Inc.    of   Solon, 


Ohio.  Agency  keeps  its  fleet  of  18,500 
cars  on  the  road  more  than  90%  of  the 
time — a  staggering  rate,  when  you 
consider  that  Hertz  and  Avis  can't 
keep  their  cars  rented  more  than  65% 
to  70%  of  the  time.  But  Agency  is  no 


ordinary  car  rental  company.  Instead 
of  racing  courtesy  buses  with  Hertz 
and  Avis  at  the  airports,  Agency  rents 
cars  to  people  whose  insurance  com- 
pany will  pay  for  a  "loaner"  while 
their  stolen  or  damaged  car  is  replaced 
or  fixed.  Agency  has  340  offices  in  38 
states  and  Canada. 

If  it  doesn't  sound  like  much,  have  a 
look  at  Agency's  earnings:  $11.9  mil- 
lion, or  $1.88  a  share,  in  the  year  end- 
ed in  January,  on  revenues  of  $87.7 
million.  Return  on  equity  has  aver- 
aged 30.5%  since  Agency  went  public 
two  years  ago. 

With  numbers  like  that,  no  wonder 
Frankino,  60,  spends  half  the  year  in 
Florida,  golfing  and  deep-sea  fishing 
in  the  mornings  and  shuffling  through 
branch  office  reports  in  the  afternoon. 
When  Frankino  took  Agency  public  in 
1983,  he  cleared  $30  million  by  sell- 
ing more  than  2  million  of  his  own 
shares  (the  only  ones  offered).  Adjust- 
ed for  stock  dividends,  Agency's 
shares  have  more  than  doubled,  from 
14  to  30,  today.  The  63%  of  the  com- 


i 


Agency  Rent-A-Car's  Samuel  Frankino  in  Florida 

"Really,  it's  an  easy  business.  It  just  takes  a  lot  of  money  and  somebody  to  watch  the  store. 


Red  Morgan 
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/ho  can  get  the  job  done?  Who  can  get  the  job 
one  on  time?  Who  can  guarantee  the  quality  of 
workmanship?  As  well  as  the  quality  of  materials? 
/ho  can  be  trusted  to  deliver? 


i  Lift 


From  a  tire  factory  in  the  Sudan  to  a  seawater-treating  plant  in  the  Arctic  Ocean.  From  Korea's  first  global  car  to  the  largest  containership 
sail  the  seas.  More  and  more  of  the  world's  top  corporations,  faced  with  the  question,  "Who  can  get  the  job  done?"  answer  "Daewoo." 


THAT'S  WHO! 


rhe  shape  of  things  to  come. 


It's  Starship  1 ,  a  new  corporate 
etfan  from  Beech  Aircraft, 
ji  Raytheon  company.  This 
.  s  the  plane  that's  reshaping 
aviation  technology.  And 
"very  futuristic  feature  con- 
:ributes  to  benefits  businesses 
need  right  now. 

Its  sleek,  seamless  com- 
posite construction  is  lighter 
than  aluminum,  yet  far 
stronger,  for  unparalleled 
speed  and  fuel  economy.  Its 
configuration  and  airfoil 
shapes  make  it  virtually  inca- 
pable of  stalling.  Even  the 
engines  are  thoughtfully 
placed  to  reduce  cabin  noise. 

Starship  1  promises  to  be 
another  American  classic  like 
the  Beech  Staggerwing  and 

Write  for  corporate  brochure:  Raytheon  Company,  141  SpringSt.,  Lexington.  MA  02173. 


Bonanza.  Both  have  earned 
prominent  niches  in  aviation 
history. 

We  began  Starship  1  by 
restudying  the  fundamentals 
of  aerodynamics.  Only  then 
did  we  apply  advanced  tech- 
nologies to  create  an  aircraft 
ahead  of  its  time.  That's  why 
Starship  1  is  further  proof  that, 
at  Raytheon,  quality  starts 
with  fundamentals. 


Raytheon 
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pany  he  still  owns  is  worth  $120  mil- 
lion. And  this  is  a  man  who  never  got 
to  his  junior  year  in  high  school. 

What's  Frankino's  secret?  Not 
much  more  than  a  little  hustle  and  a 
lot  of  service.  Frankino  sends  his  sales 
force  of  130  calling  on  insurance  agen- 
cies. When  a  client  files  a  claim, 
Agency  gets  the  recommendation  for 
the  loaner. 

Because  Frankino  doesn't  care 
whether  you  know  his  name,  he 
avoids  big  costs  for  both  advertising 
and  airport  parking  lots.  These  sav- 
ings he  passes  on  with  prices  as  much 
as  50%  below  those  of  most  rental  car 
outfits — $14  to  $17  a  day  for  a  mid- 
size car  like  the  Ford  LTD.  Frankino 
still  has  a  fatter  operating  margin 
(20.5%,  after  depreciation)  than  Hertz 
(3.5%)  or  Avis  (7.8%). 

He  also  saves  by  giving  customers  a 
bit  more  service.  When  Agency  deliv- 
ers to  a  customer's  home  or  office,  it 
looks  like  an  added  service  for  people 
who  can't  come  to  Agency.  But  it 
means  Agency  offices  don't  require 
choice  locations. 

There's  not  much  more  to  it  than 
that.  Agency  rents  a  limited  number 
of  car  models,  simplifying  parts  and 
service  at  Agency  repair  shops.  It  mo- 
tivates its  1,200  employees  with 
monthly  bonuses  tied  to  profits  at 
each  office.  An  office  manager  who 
earns  $14,000  often  earns  another 
$7,000  in  bonuses. 

It  sounds  simple.  "Really,  it's  an 
easy  business,"  says  Frankino.  "It  just 
takes  a  lot  of  money  and  somebody  to 
watch  the  store  all  the  time  without 
getting  overzealous."  So  why  isn't 
Agency  being  killed  by  imitators? 
Plenty  have  tried,  but  nobody  comes 
close  to  Agency's  profits  or  usage  rate. 
"One  thing  about  a  service  business 
like  Agency:  It  isn't  as  simple  as  it 
sounds,"  says  Andrew  Melnick,  an 
analyst  with  L.F.  Rothschild,,  Unter- 
berg,  Towbin,  Agency's  underwriter. 

Most  of  Frankino's  competition 
comes  from  mom-and-pop  operations, 
but  other  companies  have  their  eye  on 
Agency.  Jiffy  Auto  Rental,  a  privately 
held  outfit  also  in  the  Cleveland  area, 
has  a  fleet  about  as  big  as  Agency's. 
But  its  profits  are  much  smaller  be- 
cause its  usage  rate  is  much  lower. 
Last  year  three  Agency  executives  left 
the  company  and  formed  Action  Auto 
Rental,  Inc.,  which  also  rents  loaners. 

It  all  started  on  a  very  small  scale. 
"I  originally  thought  we'd  get  up  to 
maybe  40  or  50  cars,"  says  Frankino, 
who  started  the  company  after  squan- 
dering some  real  estate  profits  in  the 
stock  market  in  the  late  1960s.  The 
break  came  when  an  insurance  agent 
in    one    of    the    buildings    Frankino 
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owned  had  a  client  who  needed  a 
loaner.  In  a  gesture  of  altruism,  Fran- 
kino rented  the  man  the  Chevrolet 
Impala  he  had  bought  for  his  daugh- 
ter— at  a  measly  $9.50  a  day,  the  most 
the  insurance  company  would  pay. 
After  ten  days,  when  the  first  renter 
returned  the  car,  another  client  of  the 
insurance  agent  needed  a  car. 

"My  daughter  never  did  get  that 
Impala,"  says  Frankino,  who  bought  a 
second  car  and  linked  up  with  more 
insurance  agents.  Almost  immediate- 
ly his  cash  flow  was  paying  the  debt 
he  took  on  to  buy  new  cars.  And  Fran- 
kino was  conservative  from  the  start, 
worrying  most  about  keeping  all  his 
cars  in  customers'  hands,  so  conserva- 
tive he  didn't  quit  his  real  estate  job 


until  1971  or  draw  a  salary  unti 
Agency  went  public.  He  says  he  sup  i 
ported  himself  on  windfall  profit: 
from  a  land  sale  made  before  his  stocl 
market  losses. 

Now  life  is  a  little  different  for  San 
Frankino.  The  60-hour  weeks  are  be 
hind  him,  and  a  group  of  young  execu 
tives  takes  care  of  day-to-day  oper 
ations.  Frankino  works  on  developing 
related  businesses  like  long-term  cai 
leasing.  He  also  visits  Agency's  34G 
offices  to  give  pep  talks  to  his  peopk 
in  the  field.  "Good  people  make  yoi 
money,"  he  offers.  "Bad  people  lose 
you  money."  Simpleminded  advice'; 
Maybe.  But  you  have  to  hand  it  tc 
Frankino.  He  took  a  simple  idea  anc 
did  something  with  it. 


The  Up  &  Comers 


Deals 


There  are  two  kinds  of  profits:  the  kind  you  can  payi 
dividends  with  and  the  other  kind.  However,  the  two 
are  by  no  means  of  equal  value. 


Cashing  in 


Little  Iomega  Corp.  in  Roy,  Utah 
makes  high-performance  disk 
drives.  The  technology  took  three 
years  to  get  right,  but  now  Iomega  is 
making  money.  It  reported  its  first 
annual  profit  ever  last  year — $2.5  mil- 
lion on  sales  of  $51  million.  This  year 
it  earned  nearly  as  much  in  the  first 
quarter  as  it  did  all  last  year. 

Pretty  impressive,  right?  The  ana- 
lysts love  Iomega's  technology.  Its 
Bernoulli  boxes — which  use  remov- 
able, flexible  disks  to  store  ten  mega- 
bytes, eight  times  as  much  as  IBM's 
top-of-the-line  floppy  can  hold — are 
flying  off  the  shelves  at  Computer- 
Land. Sales  are  running  at  nearly  dou- 
ble last  year's  rate. 

But  that  success  can't  camouflage  a 
serious  problem  on  Iomega's  balance 
sheet:  a  shortage  of  cash.  The  com- 
pany has  been  eating  up  cash  the  way 
some  competitors'  disk  drives  munch 
floppies.  Last  year,  as  Iomega  went 
from  $7  million  to  $51  million  in 
sales,  the  company  had  a  negative 
cash  flow  of  $13.3  million. 

That's  not  so  unusual  for  compa- 
nies like  Iomega  that  need  to  finance 


rapid  growth.  But  to  understand  the 
difference  between  earning  profits 
and  generating  cash  is  to  get  an  in- 
kling of  the  real  risks  involved  im 
growth  companies. 

How  could  Iomega  have  a  negative 
cash  flow  when  the  company  is  mak-  i 
ing  so  much  money?  Because,  in  order ; 
to  make  a  profit,  it  had  to  spend  heav-.' 
ily  on  inventory.  On  the  other  side  off 
the  ledger,  a  chunk  of  Iomega's  re-,; 
ceipts  was  in  the  form  of  uncollected 
accounts  receivable.  Here,  we  are  us-» 
ing  cash  flow  in  its  strictest  sense,:! 
which  is  keyed  to  what  happens  to  a ' 
company's,  checking  account.  Money  > 
in,  money  out.  Analysts  often  use  a  J 
different  definition,  focusing  on  netn 
income  and  depreciation. 

Where  did  Iomega  get  the  money?  It  « 
used  up  almost  all  the  $8.6  million  in 
cash  it  had  at  the  start  of  1984  and  ' 
then  went  through  $4.9  million  from 
a  credit  line  and  miscellaneous  fi- 
nancing. Until  last  month  all  of  Iome- 
ga's cash  had  come  from  infusions  of 
venture  capital  and  an  initial  public 
offering.  Total  equity  capital  raised  to 
date:  $56.4  million. 
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Know  where  you're  going 
lief  ore  your  trucks  start  rolling. 


If  you're  proceeding  full 
peed  ahead  to  purchase,  lease 
r  rent  your  trucks,  stop.  And 
insider  this:  Do  you  know  how 
tuch  it  will  cost  for  maintenance 
•:nd  insurance?  Have  you  consid- 
'edall  of  your  financing  costs? 
(hat  will  your  monthly  fuel  costs 
3  today  and  3  years  from  now? 
2ve  you  weighed  the  tax  impli- 
rtions  of  owning  those  trucks? 
d  what  about  their  resale 
lue?  Have  you  projected  the 
>st  of  adding  trucks  to  meet 
*ak  season  demands?  And  how 
tuch  will  it  cost  if  a  truck  breaks 
|jwn?  Tough  questions, 
t  lestions  that  need  answers. 
There  are  many  routes  you 
ould  consider  before  your 
tks  start  rolling.  Unfortunately 
re  are  no  standard  answers. 
use  no  two  businesses  are 
same,  there  are  no  one-size- 
-cril  solutions.  A  combination 
PHons  may  be  the  answer. 


To  provide  you  with  the 
information  needed  to  make  the 
right  decisions  for  your  company 
Ryder  has  developed  a  unique, 
computerized  Lease  vs.  Own 
Analysis.  Using  your  company's 
figures,  we'll  give  you  all  the  facts 
on  what  it  actually  costs  to 
deliver  your  goods.  The  Lease  vs. 
Own  Analysis  factors  in  all  of  those 
questions  that  need  answers. 
We'll  project  annual  cash  flow 
and  after-tax  costs.  We'll  deter- 
mine the  effects  of  investment  tax 
credits,  maintenance  costs,  run- 
ning costs  and  resale  value. 

Speak  to  a  Ryder  Represen- 
tative. Ask  for  a  Lease  vs.  Own 
Analysis.  If  the  information  leads 
you  to  ownership,  or  confirms 
what  you  already  know.  We 
guarantee  you'll  be  more  knowl- 
edgeable than  you  were  before. 
With  Ryder's  help,  you'll  know 
where  you're  going  before  your 
trucks  start  rolling. 


For  the  information  you 
need  to  make  tough  decisions, 
call  1-800-446-5511  for  an 
appointment.  Or  fill  out  the  cou- 
pon below 

|Ryder  help  me  find  out  where  I'm 
going. 

□  Please  send  me  more  information. 

□  Please  call  me  for  an  appointment. 


COMPANY  NAME 


TYPE  OF  BUSINESS 


re 


Don  Estes  President 

Ryder  Truck  Rental,  Inc., 

A  Division  of  Ryder  System 

PO  Box  020816.  Miami,  Florida 

33102-0816 


Solutions  that 
move  business 


sprinkS'^ouH  BUT  HOW  DOES  IT  L  ? 

globe  can  make  a  bank  appear  international,  trade  finance  to  project  finance,  from  for;  " 

But  when  you  get  down  to  business,  you  exchange  to  cash  management.                 "i 

need  more  than  dots  on  a  map.  The  "local"  international  barn  ^ 

To  provide  comprehensive  banking  Over  the  past  150  years  we've  built  si  * [ 

services  for  large  corporate  companies  doing  reputation  as  the  bank  that  digs  in  and  w  !;i 

international  business,  a  bank  has  to  under-  hard  at  getting  to  know  the  people,  thel;  n 

stand  the  conditions  that  shape  the  local  guage  and  the  culture  that  affect  your  bus  S 

markets  and  the  characteristics  of  the  econ-  Today  our  network  spans  83  cour  ffQ' 

omy  in  which  you  plan  to  operate.  That's  and  in  every  one  of  them  we  try  to  oper  ■' 

where  we  believe  Barclays  excels  in  every  one  a  local  bank  that  belongs  to  the  local  ecor 

of  the  international  services  we  offer  -  from  We're  not  just  on  the  scene.  We're  part  Oi 

ATLANTA   •    BOSTON   •  CHARLOTTE  •  CHICAGO  ■  CLEVELAND  ■  DALLAS  ■    HOUSTON  ■  MIAMI  ■  MM ' 
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TONAL  NETWORK 
D  ON  PAPER. 


KON  THE  GROUND?  ££*2L 

The  network  that  works,  facts  and  figures  into  effective  action. 

I  Barclays  has  more  than  5,000  offices  Any  bank  can  put  its  name  on  an  over- 

snd  the  world.  But  our  network  isn't  seas  door  and  call  itself  "international!'  It's  the 

ply  a  study  in  world  geography.  It's  bank  behind  the  door  that  makes  the  difference. 

,)le  who  talk  to  each  other.  Within  If  you'd  like  to  know  more  about  the 

jdking  day  your  Barclays  account  bank  that  knows  most  about  the  world,  please 

er  can  exchange  information  and  ideas  contact  your  nearest  Barclays  Bank  office. 

colleagues  in  every  major  financial 
sr  on  all  six  continents.  We  can  pro- 

the  speed  and  accuracy  essential  to 
pleting  any  transaction.  And  we  can 

EW  ORLEANS  •  NEW  YORK  ■  PHILADELPHIA  •  PITTSBURGH  •  SAN  FRANCISCO  ■  SEATTLE  ■  ST  LOUIS 
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The  price  (and  the  cost)  of  hope 


Insiders  like  the  Bass  family 
sold  no  shares  in  Iomega  Corp. 
when  it  went  public  in  1983. 
But  they  still  did  all  right.  The 
book  value  of  Iomega,  which 
had  few  tangible  assets,  rose  as  a 
result  of  the  new  cash.  The 
same  effect,  but  less  so,  in  1985. 

[3  Before  stock  offering 
fU  After  stock  offering 


Book  value  per  share 


$2.5 

2.0 

1.5 

1.0 

0.5 

1983 


1985 


It's  different  for  Iomega's  public 
shareholders.  In  1983,  and  again 
in  1985,  they  parted  with  hard 
cash  for  shares  representing 
comparatively  few  tangible  as- 
sets. That  difference — called  di- 
lution— is,  in  effect,  the  price  of 
hope.  Price  per  share  in  both 
offerings  was  $10. 

O  Dilution 

|  Tangible  assets 


Stock  price  per  share 


$10 

8 

6 

4 

2 

1983 


1985 


Iomega  can't  stop  spending  now,  of 
course.  To  maintain  its  present  rate  of 
growth,  Iomega  figures  this  year  it 
needs  to  spend  $14  million  on  plant 
and  equipment  alone.  Inventories  will 
eat  up  a  lot  more.  Last  month  Iomega 
cut  its  prices,  shaving  profit  margins. 
The  gross  margin  was  35%  in  the  first 
quarter  of  1985. 

Down  to  its  last  cent,  Iomega  tried 
unsuccessfully  to  raise  more  cash 
through  a  debt  issue  in  the  fall.  Smith 
Barney  came  to  the  rescue  in  April, 
floating  a  public  offering  that  netted 
around  $15  million.  It  was  Iomega's 
first  trip  to  the  trough  since  going 
public  in  1983. 

This  tale  of  cash  from  the  com- 
pany's perspective  has  a  counterpart, 
cash  from  the  investor's  perspective. 
Investors  put  cash  into  a  company 
with  the  hope  of  getting  cash  out.  So 
far  Iomega's  original  investors  haven't 
cashed  out.  Neither  of  the  public  of- 
ferings involved  any  selling  of  shares 
by  insiders. 

But  there  can  be  a  more  subtle  kind 
of  cashing  out  going  on  in  a  public 
offering.  Let's  look  at  Iomega  from  the 
perspective  of  its  original  backers, 
members  of  the  Bass  family  of  Texas. 
The  venture  capital  fund  they  control, 
Idanta  Partners,  got  Iomega  going 
with  an  investment  of  less  than  $5 
million.  When  Iomega  went  public  at 
$10  a  share,  the  existing  shareholders, 
who  had  bought  their  stock  for  an 
average  of  $1.59  a  share,  didn't  sell 
any  of  their  shares.  That  would  have 
looked  bad,  depressing  the  attractive- 
ness of  the  offering.  But  look  at  it  a 
different  way.  By  not  doing  anything, 
the  Basses  reduced  their  ownership 
position  and  helped  create  a  stronger 
balance  sheet  for  Iomega. 

The  public  investors  gave  up  hard 
cash  and  got  intangibles  in  return. 
More  precisely,  newcomers  paying 
$10  a  share  suffered  an  immediate  $8- 
a-share  dilution,  meaning  the  com- 
pany's tangible  book  value  per  share 
after  the  offering  was  only  about  $2. 
Before  the  initial  public  offering,  Io- 
mega had  a  tangible  book  value  of  42 
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cents  a  share.  The  public  was  valuing 
Iomega's  prospects  for  the  future  at  $8 
a  share. 

This  year  it  happened  once  again. 
The  insiders  did  not  actually  sell  any 
shares  on  the  offering.  But  again  they 
sat  back  and  watched  the  company 
swap  intangibles  for  cash.  The  Bass 
family  gave  up  some  of  its  proportion- 
ate share  of  Iomega's  future  (the  offer- 
ing reduced  its  ownership  from  23.4% 
to  21%)  but  raised  Iomega's  tangible 
assets  (from  $1.56  to  $2.49  a  share). 
New  investors  paid  $10  a  share — the 
market  price — to  get  in  on  the  action. 
By  standing  still,  the  Basses  did  all 
right. 

Why  do  we  say  all  this?  Simply  to 
point  out  that,  while  Wall  Street  often 
cites  the  fact  that  an  offering  involves 
no  insider  dumping  of  shares,  the  fact 
is  that  insiders  are  reducing  their  pro- 
portionate interest — a  kind  of  cash- 
ing-in.  The  public  trades  cash  for  in- 
tangibles, and  the  insiders,  in  effect, 


are  doing  the  reverse. 

Where  does  that  leave  Iomega?  In 
much  better  shape  financially,  for  one 
thing.  The  $15  million  of  fresh  capital 
from  the  new  offering  will  wipe  out 
$4.4  million  in  bank  debt  and  should 
cover  cash  needs  until  later  in  the 
year,  when  Iomega  will  probably  start 
borrowing  again.  If  the  company  m 
going  to  succeed,  it  has  to  come  out 
with  more  products.  Right  now,  the 
various  models  of  the  Bernoulli  box' 
account  for  80%  of  sales.  But  newt 
products  cost  money  to  develop,  man 
ufacture  and  market. 

Technology  stocks  trade  on  hopes, 
but  in  the  end  they  won't  be  worth 
anything  unless  they  can  transform! 
those  hopes  into  cash.  A  growth  com 
pany  in  its  early  stages  is  the  reverse 
of  a  cash  machine.  Iomega  has  a  long 
way  to  go  before  it  starts  producing 
cash  instead  of  gulping  cash.  Not  all ! 
of  them  make  it.  Xerox  did.  Storage 
Technology  didn't. — Gary  Slutsker 


The  Up  &  Comers 


Ploys 


Golden  Enterprises  has  become  one  of  the  most  profit- 
able potato  chip  makers  by  imitating  the  competition. 


Copycat 


W'e're  thinking  of  buying  Frito- 
Lay,"  drawls  junk-food  king 
Sloan  Bashinsky,  "or  maybe  buy  some 
[PepsiCo]  stock,  run  it  up  and  let 
some  sweet  angel  like  Boone  Pickens 
come  along  and  take  it  away."  Ba- 
shinsky is  joking.  He  plays  with 
smaller  chips,  the  kind  you  eat  for 
snacks. 


Last  year  his  Golden  Enterprises, 
Inc.  of  Birmingham,  Ala.,  known  in 
the  Deep  South  for  its  Golden  Flake 
potato  and  corn  chips  and  fried  pork 
skins,  topped  $100  million  in  sales 
and  chalked  up  an  8.6%  aftertax  mar- 
gin. That's  higher  than  that  of  Na- 
bisco Brands  but  still  less  than  Lance, 
Inc.,  which  at  9.2%   is  the  highest 
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Efficiency  expert, 


Lufthansa 

German  Airlines 


See  your  Travel  Agent. 


For  everyone  who  ever  tried 
doing  five  things  at  once 


The  perfect  computer  program 
for  someone  as  busy  as  you. 
It  lets  you  keep  several  other 
programs  working  at  once. 

Do  you  ever  go  in  so  many  directions 
so  fast  not  even  a  computer  can  keep  up 
with  you? 

Well,  now  an  IBM  Personal  Comput- 
er can — thanks  to  IBM  TopV  iew: 


TopView  is  a  new  kind  of  software 
that  lets  you  switch  between  other  pro- 
grams as  quickly  as  you  can  change  your 
mind,  even  run  several  programs  at  the 
same  time. 

Once  you  load  TopView  into  your 
computer,  you  load  the  other  programs 
you  use  most— as  many  as  your  com- 
puters memory  will  permit. 

After  that,  the  greatest  distance 
between  two  programs  is  just  a  couple  of 


keystrokes,  or  (optional)  mouse  mov 
There's  no  waiting  and  a  lot 
diskette  swapping. 

But  when  you're  really  busy  is v 
TopView  really  shines,  letting  yo» 
many  jobs  simultaneously. 

For  example,  you  can  print  a  1 
while  you  search  a  file,  while  you  am 
a  spreadsheet,  while  your  clock/i 
dar  reminds  you  that  your  autor 
dialer  is  about  to  place  a  call  for  you 


! 


. .  .IBM  presents  TopView. 


|And  you  can  see  everything  through 
reen  "windows"  and  control  it  all 
easy-to-use  pop-up  menus. 
You  can  even  make  unrelated  pro- 
is  work  together:  say  a  "Brand  Yr 
idsheet  with  a  "Brand  TT  word  pro- 
r: 

But  simplest  of  all  is  a  certain 
d  IBM",  namely  the  IBM  Assistant 
;s— for  filing,  writing,  planning, 
"ting  and  graphing. 


Many  other  popular  programs  also 
work  with  TopView,  and  the  number  is 
growing. 

Naturally,  the  more  computer 
memory  you  have,  the  more  TopView  can 
help  you.  At  least  512 K  is  recommended. 

And  the  price  is  only  $149 * 

Beyond  that,  all  you  need  is  to  be  the 
kind  of  pereon  who  never  does  a  single 
thing  all  day,  but  who  wants  to  do  every- 
thing, at  once. 


To  learn  more,  call  an  IBM  market- 
ing representative,  or  visit  an  IBM  Prod- 
uct Center  or  Authorized  IBM  PC  or 
Software  Dealer. 

For  the  store  nearest  you.  and  a  free 
brochure,  call  800-447-4700.  (In  Alaska 
and  Hawaii,  800-447-0890.) 


Personal  Computer  Software 


'Oduct  Center  price. 


IBM  Presents  "Christopher  Columbus."  The  Untold  Story.  May  19  and  20. 8PM  ET  on  CBS. 
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Golden  Enterprises'  Sloan  Bashinsky 

"From  Frito's  perspective.  Golden  is  just  a  pimple. 


among  public  companies  in  the  $20 
billion  snack  food  industry. 

Golden's  sales  have  doubled  every 
five  years  since  1960.  Five-year  return 
on  equity  has  averaged  19%,  and  long- 
term  debt  is  under  $1  million.  The 
stock,  at  19'/2,  is  selling  at  22  times 
last  year's  earnings.  Bashinsky  owns 
51%  of  the  stock,  worth  $97  million. 

Golden  Flake  was  the  creation  of 
Helen  Friedman  (better  known  locally 
as  the  Golden  Flake  Girl),  who  started 
selling  potato  chips  in  the  1920s  to 
neighbors  from  her  Birmingham  base- 
ment. By  1946  Friedman  had  16  sales 
routes  and  nearly  $1  million  in  sales. 
Bashinsky  and  his  father  bought  the 
company  in  1946  and  expanded  its 


network,  opening  new  routes  and  also 
picking  up  some  from  fallen  competi- 
tors. Today  800  company-owned 
trucks  ply  666  routes,  visiting  super- 
markets, convenience  stores  and  ven- 
dors in  12  states. 

If  Bashinsky  has  a  secret,  it  is  aping 
Frito-Lay,  Borden  (Wise)  and  Procter 
&.  Gamble  (Pringle's).  "We've  been 
watching  O'Gradys  cheese  chips  for  a 
year,"  he  says,  referring  to  Frito-Lay 's 
newest  brand.  "This  month  we'll  in- 
troduce Au  Gratin.  Frito  spent  over 
$50  million  researching  O'Gradys. 
We  didn't  spend  anything." 

Frito-Lay,  with  an  estimated  40% 
of  the  country's  salted  snack  food 
sales,  is  first  in  all  of  Golden's  mar- 


kets, except  Alabama,  but 
Golden  claims  a  distant  sec- 
ond in  all  but  Florida.  "From 
Frito's  perspective,  Golden  is 
just  a  pimple  on  their  butt," 
says  Jonathan  Braatz,  an  ana- 
lyst with  B.C.  Christopher,  a 
Kansas  City,  Mo.  investment 
firm. 

What  about  the  even 
smaller  outfits  trying  to  get 
Golden's  business?  "Gol- 
den's competition  from 
smaller,  marginal  companies 
is  more  aggressive,  but  they 
usually  can't  meet  the  same 
quality  test,"  says  Braatz. 

Golden's  profits  are  burn- 
ing a  hole  in  Bashinsky's 
pocket.  But  he  doesn't  invest 
in  manufacturing  facilities 
until  he  has  to,  even  if  it 
means  having  to  copy  a  prod- 
uct and  farm  out  manufac- 
turing until  he  is  convinced  a 
market  exists  for  it.  He  con- 
cedes that  his  1971  diversifi- 
cation into  bolt  manufactur- 
ing, which  is  breaking  even 
on  $5  million  in  sales,  was  a 
mistake. 

Bashinsky  has  nonetheless 
spent  $18  million  this  year 
on  expansion  that  has  tripled 
Golden's  corn  processing  ca- 
pacity. That  makes  sense  be- 
cause it  lets  him  shift  some 
emphasis  to  products  made 
from  corn,  which  is  cheaper  i 
and  less  dependent  on  weath- 
er than  potatoes.  Golden  gets 
45%  of  sales  from  potato 
chips,  30%  from  corn  chips 
and  15%  from  fried  pork- 
skins.  Bashinsky  put  a  new 
state-of-the-art  factory  in 
Florida;  which  he  thinks 
could  be  the  largest  market 
for  Golden's  products. 

At  65,  Bashinsky  is  think 
ing    about    his    succession 
He  has  two  sons,  but  both 
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problem 

are  lawyers  and  uninterested  in  pota- 
to chips.  Upon  his  death,  he  says,  his 
voting  rights  will  go  to  management 
So  he  turned  over  the  reins  at  Golden 
Flake  Snack  Food,  the  operating  divi 
sion,  to  John  Stein,  who  has  been  with 
the  company  since  1961 

What's  on  Stein's  mind?  Right  now 
it's  Lance,  with  $337  million  in  sales 
and  with  higher  margins  than  Golden. 
"That's  a  sore  spot  around  here," 
says  President  Stein.  "Every  quarter  I 
get  Lance's  statement  put  on  my 
desk."  Courtesy  of  Sloan  Bashinsky, 
who  smiles,  recalling  a  victory  from 
the  recent  past.  "We  beat  them 
once." — Richard  Behar 
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This  growing  baby  belongs  to  everyone. 


Be  sure  your  health  plan  isn't  over  feeding  him. 


If  you  manage  a  business,  no  one  has  to  tell 
you  that  health  care  expenditures  have  grown . . . 
from  $312  to  $1,400  per  person  since  1970, 
and  are  projected  to  reach  over  $2,700  by  the 
end  of  the  decade. 

It's  a  problem  we  all  share  —  health  care  provid- 
ers, the  government,  consumers,  insurance 
ompanies  and  their  customers.  Its  solution 
won't  be  simple  and  it  will  take  the  best  efforts 
of  everyone  to  see  that  this  hungry  baby  doesn't 
become  a  blessing  we  can  ill  afford. 

That's  why  The  Bankers  Life  of  Des  Moines  has 
prepared  a  kit  of  informative  material  that  will 
give  you  a  better  understanding  of  what's 
involved  and  some  steps  you  can  take  to  con- 
trol the  cost  of  your  plan.  It's  easy  to  read  and 
understand.  It's  free.  And  it  provides  unbiased 
information  you  can  use  in  discussing  your 
plan  with  any  insurance  company. .  .even  us. 
For  example: 

•  How  often  should  deductibles  be  updated  so 
that  employees  reasonably  share  the  increase 
in  the  cost  of  health  care? 

•  Should  the  maximum  out-of-pocket  payments 
by  employees  be  indexed  to  increases  in  the 
cost  of  health  insurance?  How  often? 


•  Procedures  suitable  for  "Same  Day  Surgery" 
can  save  everyone  money.  What  are  its 
advantages  to  the  patient? 

•  "Second  Surgical  Opinion!'  Why,  and  how,  is 
it  good  for  both  management  and  employees? 

•  "Outpatient  Diagnostic  and  Preadmission 
Testing."  How  to  encourage  the  use  of  this 
cost  saving  procedure? 

To  receive  this  informative  material  mail  the 
coupon  below  or  contact  your  local  Group 
Office  of  The  Bankers  Life  of  Des  Moines. 
There's  no  obligation.  We  believe  the  more 
you  know,  the  more  likely  you  are  to  call  us. 
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The  Bankers  Life,  Consumer  Services 
Des  Moines,  Iowa  50307 
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Please  send  me  your  material  on  ways  to  help  control  the  cost 
of  our  group  health  insurance. 

Name 


Company. 
Title 


Address. 
City 


.State. 


-Zip- 


Telephone  (_ 


L 
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THE  BANKERS  LIFE 

BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 
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Cities/Yankton 


Towns  like  Yankton,  S.D.  are  quietly  fight- 
ing for  their  very  existence.  Their  implaca- 
ble enemies  are  time . . .  and  change. 


Our  town 


By  John  Merwin 


Boosters  will  say  that  Yank- 
ton,  S.D.  (pop.  12,000)  glows 
with  the  goodness  of  Grover's 
Corners,  Thornton  Wilder's  friendly 
hamlet  in  Our  Town.  Others,  not  so 
charitable,  say  Yankton  more  closely 
resembles  Gopher  Prairie,  the  smoth- 
ering Minnesota  town  of  Sinclair 
Lewis'  Main  Street.  But  Our  Town  or 
Main  Street,  towns  like  this  have  been 
fundamental  in  the  American  experi- 
ence, and  today  their  very  existence  is 
in  question. 

Yankton  has  not  yet  passed  the 
point  of  no  return,  but  the  people 
there  can  see  the  brink  in  the  dis- 
tance. It  still  has  the  usual  lively  con- 
tingent of  car  salesmen,  implement 
dealers,  insurance  agents,  bankers, 
doctors,  lawyers,  politicians.  In  the 
late  afternoon  a  few  old  cranks  hang 
out  at  Boomer's,  the  bar  downtown. 
And  the  town  has  managed  to  keep 
two  livestock  auctions,  a  slaughter- 
house, a  K  mart,  J.C.  Penney,  McDon- 
ald's, Hardee's,  Pizza  Hut,  Kentucky 
Fried  Chicken  and,  best  of  all,  three 
beef  emporiums    . 

where,  for  under  $10, 
you  can  loosen  your 
belt  and  launch  into  a 
smoldering,  shoe-size 
steak,  buried  deep  in  a 
plate  of  home  fries. 

This  doesn't  guaran- 
tee that  Yankton,  or 
towns  Yankton's  size — 
urban  stepping-stones 
between  little  agricul- 
tural hamlets  and  full- 
blown cities  like  Sioux 
Falls  or  Des  Moines — 


Outlying  towns  look  to  Yank- 
ton as  capital  of  this  distant 
comer  of  the  upper  Midwest. 


SOUTH  DAKOTA 


Tyndall 


Centerville 


NEBRASKA 


can  hang  on  to  enough  people,  busi- 
ness and  critical  mass  to  keep  their 
role.  The  problem  rests  with  Yank- 
ton's orbit  of  satellite  communities, 
extending,  mostly  westward,  for  more 
than  100  miles.  Nearby  towns  like 
Tyndall,  Crofton  and  Centerville  are 
in  decline,  paralyzed  by  aged  popula- 
tions and  failing  farmers.  That,  in  turn, 
saps  Yankton,  which  has  made  a  good 
living  through  the  years  nursing  its 
orbit  of  little  outposts. 

Consider  the  case  of  Centerville, 
S.D.,  a  town  of  800,  well  within  Yank- 
ton's trade  area.  Bryan  Hisel,  regional 
planner  for  Yankton  and  11  other 
counties,  grew  up  in  Centerville.  "My 
father  owns  a  shoe  store  there,"  Hisel 
says.  "He's  made  a  good  living  at  it, 
putting  two  of  us  kids  through  col- 
lege, the  first  in  our  family  to  go.  But 
Centerville's  population  is  declining. 
It's  getting  to  be  an  old  population, 
too,  and  that's  not  good  for  business- 
es. But  even  so,  my  father  can  still 
operate  the  store  at  a  profit,  because 
he  has  no  debt.  He  operates  on  equity 
he's  built  up  through  the  years." 
But  Hisel  won't  take  his  father's 

place  when  he  retires 

in  a  year  or  two,  and 
that  means  nobody 
will.  "The  volume  of 
business  necessary  to 
justify  a  loan  to  buy  the 
store  simply  isn't  there 
anymore,"  he  says.  So 
the  shoe  store  will  like- 
ly close,  and  there  will 
be  no  budding  young 
merchant,  one  who 
might  raise  a  family  in 
Centerville. 
That  passdown  from 
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father  to  son  had  been  the  continuity 
in  this  part  of  the  land.  That  is  how 
Jim  Means,  the  38-year-old  son  of 
Yankton  men's  clothier  George 
Means,  found  a  way  to  return  home 
and  buy  a  business.  The  younger 
Means,  a  Yankton  College  graduate, 
went  to  work  for  Hart  Schaffner  & 
Marx  in  Des  Moines,  even  though  he 


Downtown  theater,  for  sale 
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preferred  the  Yankton  life.  When  his 
father,  a  tailor's  son  who  had  built  a 
nice  clothing  business  during  Yank- 
ton's growth  period  of  the  Fifties  and 
Sixties,  thought  about  retiring,  he 
sold  out  to  son  Jim,  but  he  still  helps 
out  in  the  store.  "With  today's  inter- 
est rates,  I  doubt  my  son  could  have 
started  out  in  business  on  his  own," 
George  says.  Again,  if  there  were 
healthy  sales  growth,  interest  rates 
wouldn't  be  much  of  a  problem. 

Yankton  is  caught  in  national 
trends  far  beyond  the  farm  recession. 
There  aren't  many  young  people,  for 
example.  Yankton  College,  the 
town's  small,  liberal  arts  college  with 
a  respected  music  conservatory,  went 
bankrupt  last  fall,  throwing  100  facul- 
ty members  out  of  work  and  250  stu- 
dents out  of  school.  Thirty  miles  west 
of  Yankton  a  public  vocational  col- 
lege, with  160  employees  and  800  stu- 
dents, was  recently  closed  by  the  gov- 


Bankrupt  Yankton  College 


nomas  Schramm,  farmer  turned  factory  worker 


ernor,  who  cited  declining  secondary 
school  enrollment.  Now,  instead  of 
training  farm  youngsters  for  manufac- 
turing work,  it's  a  prison  for  sex  of- 
fenders. Just  north  of  town  South  Da- 
kota's mental  health  facility  (now 
called  the  Human  Services  Center) 
has  been  shrinking  as  hundreds  of  pa- 
tients have  been  "deinstitutiona- 
lized"— let  loose — another  national 
trend.  With  deinstitutionalization 
have  gone  500  medical  and  staff  jobs. 

In  consequence,  Yankton  County's 
age  profile  is  changing  dramatically 
for  the  worse.  Decades  ago  Yankton's 
age  distribution  was  pyramid-shaped, 
narrow  at  the  top  with  a  few  elderly 
people,  then  sharply  wider  through 
the  middle — the  30-to-60-year-old, 
higher-wage-earner  categories — and 
finally  splayed  wide  to  a  broad  base  of 
young  people.  But  now  what  once  was 
a  pyramid  looks  more  like  a  Greek 
column.  At  the  top  is  a  growing  flare 
of  aged.  In  the  middle  is  a  narrower 
column  of  wage  earners.  Toward  the 
bottom  is  a  modest  base  of  young  peo- 
ple. Soon  there  may  be  too  few  tax- 
payers in  the  middle-age  years  to  sup- 
port comfortably  the  growing  propor- 
tion of  elderly.  It's  also  obvious  that 
young  people,  the  ones  in  line  to  re- 
place middle-age  taxpayers,  are  leav- 
ing Yankton  and  outlying  towns  to 
seek  their  fortunes  in  Omaha,  Kansas 
City,  Minneapolis  or  Denver. 

You  can't  blame  them,  with  so  lit- 
tle hope  for  improvement  in  the  farm 
economy,  which,  despite  its  dimin- 
ishing importance,  still  is  Yankton's 
reason  for  being.  Ken  Jones,  a  promi- 
nent Yankton  businessman  and  phar- 
macist who  owns  three  Yankton  busi- 
nesses, tracks  his  sales  by  addresses 
on  checks.  "Several  years  ago  nearly 
50%  of  my  business  came  from  across 
the  river,  in  Nebraska,  which  is  pure 
farm  territory.  Now  only  30%  comes 
from  over  there,"  says  Jones. 

Yankton  will  survive  if  those  bread- 
winners dropping  out  of  farming  can 
find  work  in  the  area,  so  they  will 
continue  to  buy  sweaters  from  Jim 
Means  and  fill  their  prescriptions 
with  Ken  Jones.  Some  do,  like  Thom- 
as Schramm,  a  third-generation  Yank- 
ton sodbuster,  who,  with  the  aid  of  his 
father's  equipment  and  land,  began 
raising  grain  and  livestock  in  the  mid- 
Sixties.  "By  1981  I  was  losing  ground 
and  decided  to  get  out  while  we  still 
had  land  and  equipment  left  to  sell," 
Schramm  explains.  He  hired  on  as  a 
saw  helper  at  Alumax  Extrusion  Inc.'s 
aluminum  products  plant,  which 
started  up  in  1980,  one  of  a  handful  of 
manufacturing  operations  Yankton 
has  landed. 

Buoyed  by  a  loyal,  hardworking,  ru- 
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ral  labor  force,  Alumax'  Yankton 
plant  has  quickly  turned  a  small  eco- 
nomic miracle,  with  aluminum  ship- 
ments rising  from  6  million  tons  to  40 
million  in  the  plant's  first  four  years, 
affording  Schramm  the  chance  to  rise 
to  supervisor.  "If  it  hadn't  been  for 
Alumax,  I  imagine  my  wife,  four  kids 
and  I  probably  would  have  left,"  says 
Schramm,  now  40.  As  it  is,  Alumax' 
270  employees  in  Yankton,  laboring 
three  shifts,  are  among  the  most  pro- 
ductive in  the  company,  nationwide. 
In  fact,  they  are  so  productive  that 
general  manager  Jack  Earp  is  lobbying 
headquarters  for  more  Yankton  plant, 
equipment  and  opportunity. 

To  hang  on  to  what  surely  will  be  a 
continuing  stream  of  farm  refugees, 
Yankton  must  continue  beating  the 
bushes  for  small  manufacturing 
plants  and  some  service  businesses. 
What's  plain  is  that  the  city's  last 
decade,  one  of  no  population  growth, 
is  slow  poison. 

Says  City  Manager  William  Ross, 
"Twelve  thousand  people  is  too  small 
to  be  viable  long  term  today.  That 
isn't  enough  to  support  the  retail  ser- 
vices we  need."  Ross  wants  the  city  to 
grow  to  18,000.  "That's  enough  to 
attract  another  leading  discounter 
like  Wal-Mart,  which  we  need  to  pro- 
tect our  retail  trade  area." 

Striving  to  achieve  Wal-Mart  status 
may  not  sound  like  much  to  big-city 
folk.  But  to  Yankton  it  means  holding 
its  own  against  Norfolk,  Nebr.,  popu- 
lation 20,000,  a  rival  community  57 
miles  away,  which  already  has  a  Wal- 
Mart.  Adds  planner  Bryan  Hisel,  "If 
we  don't  get  first-rate  stores,  we'll 
lose  market  penetration.  In  what  al- 
ready is  an  area  of  declining  popula- 
tion, that's  a  double  disaster." 

Yankton  has  a  considerable  asset  in 
the  Missouri  River,  flowing  half  a 
mile  wide  past  the  town.  "Enough 
water  flows  past  here  in  less  than  a 
minute  to  supply  the  entire  town  for  a 
day,"  says  Ross.  Were  Yankton  much 
larger  or  better  situated,  it  might  have 
water-starved  manufacturers  lined 
up,  begging  to  tap  the  river.  As  it  is, 
the  Missouri  is  a  scenic  attraction  for 
campers  and  fishermen.  That's  also 
true  for  the  abandoned  31 -acre  Yank- 
ton College  campus,  dotted  with  his- 
toric buildings.  Ross  reckons  that  if 
the  campus  were  in  Dallas  or  Atlanta, 
the  grounds  would  be  snapped  up  by  a 
major  company  for  a  training  center 
or  headquarters. 

Yet  the  town  has  a  history  of  re- 
sourcefulness. In  the  1860s  Yankton 
muscled  its  way  into  an  appointment 
as  the  Dakota  Territory's  capital  by 
using  the  influence  of  a  local  land 
promoter,  who  happened  to  be  a  cous- 


On  the  river.  Ken  Jones  (left)  and  friend  Don  Peterson 


Abandoned  farm,  near  Yankton 


in  of  President  Lincoln's  wife.  Then, 
in  the  Twenties,  Yankton's  citizens 
privately  financed  the  only  bridge 
spanning  the  Missouri  River  for  200 
miles,  so  they  could  draw  laborers  and 
shoppers  from  Nebraska. 

Yankton's  people  still  show  a  good 
deal  of  that  mettle.  Already  the  town 
has  developed  a  sizable  medical 
center,  it  supports  four  banks  and  it's 
after  new  industry  to  employ  people 
like  Tom  Schramm.  City  Manager 
Ross  and  newspaper  publisher  Noel 
Hamiel  are  stumping  hard  for  a  com- 
mercial development  down  along  the 
river,  which  might  lure  more  out-of- 
town  dollars.  Nonetheless,  the  jury 
on  Yankton,  and  places  like  it,  is  still 
out.  Says  Jim  Cope,  who  manufac- 
tures construction  scaffolding,  con- 
veyors and  concrete  pumps:  "We're  at 
the  point  where  if  we  don't  go  up,  we 
are  going  down." 
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Jim  Cope  at  home 


Is  Yankton  really  entitled  to  sur- 
vive and  prosper?  Cope,  who  still 
sports  a  crew  cut,  ponders  the  ques- 
tion for  a  moment,  and  his  answer 
seems  almost  an  echo  of  Thornton 
Wilder.  "We  all  have  to  be  some- 
place," he  says  slowly.  "I  think  Yank- 
ton is  a  good  place  to  be.  I  guess  that's 
about  what  it  boils  down  to."  ■ 
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Use  the  American  Express5  Card  to  buy  almost  anything 

you  might  wear.  Nearly  everywhere  you  go.  Because  the 

Card  is  welcomed  from  the  four  corners  of  the  world 

to  your  corner  store.  So  next  time  you're  headed  into  a  fine 

store,  remember  to  bring  out  the  American  Express  Card. 
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After  eight  years  of  mediocrity,  Beneficial 
Corp.  may  well  have  put  its  mistakes  be- 
hind. Shareholders  need  only  pray  there 
will  be  no  more  diversifications. 

Sticking  to 
the  knitting 


By  Lisa  Gubernick 


F|  inn  Caspersen,  chairman  of 
Beneficial  Corp.  since  1976,  has 
lots  of  mistakes  to  live  down.  For 
one,  there  is  the  Texas  savings  and  loan, 
bought  at  the  top  of  the  market  in  1979 
and  sold  at  the  bottom  three  years  later 
for  a  $79  million  aftertax  loss. 

Then  there  was  the  consumer  loan 
company's  1978  foray  into  reinsur- 
ance, now  being  wound  down,  which 
was  the  cause  of  a  $46  million  aftertax 
loss  last  year.  The  $120  million  spent 
to  build  the  company's  Palladian- 
style  headquarters  in  New  Jersey's 
horse  country  raised  overhead  at  a 
time  when  loan  volume  was  flat. 

"Caspersen  seemed  like  he  was 
jinxed,"  says  Fred  Meinke,  an  analyst 
with  E.F.  Fiutton. 

The  spell  seems  to  be  lifting.  The 
boss  has  learned  a  lesson.  Says  Casper- 
sen: "Even  if  there  looks  to  be  a  beauti- 
fully greener  field  across  the  fence, 
you've  got  to  stay  in  your  own." 

Last  year  the  company  earned  $106 
million  (before  preferred  dividends) 
on  its  $2.5  billion  in  revenues.  That 
delivered  earnings  per  share  of  $4.02, 
almost  as  good  as  they  were  when 
Caspersen  took  over.  There  is  even  a 
possibility  that  the  stock,  recently  at 
37,  will  return  to  its  1972  high  of  55. 

Caspersen,  43,  whose  patrician 
manner  harks  back  to  his  days  as  a 
Wall  Street  lawyer,  is  candid,  at  least, 
about  his  goofs.  About  that  Texas 
S&L,  lie  says,  "Our  timing  was  re- 
markably bad."  Reinsurance?  "We 
couldn't  have  done  it  more  stupidly." 

As  for  what  is  going  right,  Casper- 
sen can  hardly  claim  credit  for  the 
robust  economy.  Nor  is  he  wholly 
responsible,  despite  his  heavy  lobby- 
ing, for  the  new,  stiff  bankruptcy  bill 
passed  last  July  that  makes  it  much 
more  difficult  for  individuals  to  walk 


Beneficial  Chairman  Finn  Caspersen 
"Our  timing  was  remarkably  bad." 

away  from  their  debts. 

But  he  can  take  the  bows  for  bring- 
ing Beneficial  back  to  the  business  it 
knows  best,  consumer  lending.  Cas- 
persen has  turned  his  back  on  a  two- 
decade-long  foray  into  diversification, 
begun  by  his  father,  O.W.  Caspersen, 
who  ran  the  company  from  the  1940s 
until  his  retirement  in  1962  and  sat 
on  the  board  until  his  death  in  1971. 

Finn  Caspersen  joined  the  company 
after  his  father's  death  and  rose  quick- 
ly to  the  top.  While  the  Caspersen 
family  holds  only  3.6%  of  Beneficial's 
stock  directly,  they  have  considerable 
influence  over  the  charitable  Hodson 
Trust,  with  7.2%.  Finn  Caspersen 
took  the  chairmanship  at  34,  four 
years  after  joining  the  company. 

Caspersen  had  a  lot  of  cleaning  up 


to  do.  The  loan  company's  diversifica- 
tions— the  Spiegel  catalog  business 
and  Western  Auto,  a  spare-parts  re- 
tailer— had  proved  to  be  disastrous. 
Caspersen  sold  Spiegel  for  a  $40.7  mil- 
lion aftertax  loss  and  has  moved 
Western  Auto  into  profitability, 
though  it  still  lags  such  competitors 
as  Pep  Boys  and  Track  Auto. 

"We're  sticking  to  our  knitting,"  he 
says.  That  means  sticking  to  middle- 
market  consumer  lending,  becoming 
the  class  act  in  a  field  populated  with 
gougers. 

When,  in  1981,  the  Federal  Trade 
Commission  cracked  down  on  pres- 
sure tactics  used  to  sell  lucrative  cred- 
it life  policies  (which  pay  off  the  bal- 
ance of  a  loan  if  the  borrower  dies), 
Beneficial  got  a  clean  bill  of  health. 
Beneficial,  mind  you,  does  encourage 
its  borrowers  to  buy  credit  life  poli- 
cies, generating  $59  million  in  annual 
premiums  against  $24  million  in 
claims.  But  it  stays  out  of  trouble. 

Moreover,  the  highest  Beneficial 
loan  has  a  36%  annual  percentage 
rate;  the  average,  only  24%.  A  bank- 
able borrower  will  find  a  36%  APR  no 
bargain,  but  less  reputable  operators 
charge  APRs  of  50%  or  more. 

Significantly,  Beneficial  charged  off 
1.3%  of  its  loan  portfolio  last  year. 
The  low  percentage  is  a  reflection  of 
Beneficial's  growing  presence  in  the 
market  for  second  mortgages.  Secured 
loans  now  make  up  about  54%  of  its 
portfolio. 

The  company  has  meanwhile  un- 
dertaken a  face-lift.  More  than  100 
offices  have  been  remodeled  to  look 
more  like  banks,  complete  with  auto- 
mated teller  machines,  and  less  like 
second-story  pawnshops.  The  com- 
pany closed  95,  or  9%,  of  its  domestic 
offices  last  year. 

Beneficial  is  slowly  trying  to  ex- 
pand the  financial  services  it  pro- 
vides. But,  given  the  mistakes  made 
in  the  past,  Caspersen  is  proceeding 
cautiously.  The  company  has  owned  a 
Delaware  bank  for  33  years,  but  only 
last  year  did  the  bank  begin  offering 
certificates  of  deposit  and  IRAs. 

Will  expansionism  work?  Only  if 
Beneficial  keeps  it  modest,  using  de- 
posits as  a  marketing  device  to  lure 
more  lucrative  loan  business.  "The 
money  in  this  business  is  made  by 
lending  money,  not  by  taking  in  de- 
posits," points  out  Robert  Raiff,  an 
analyst  with  C.J.  Lawrence.  "But 
Beneficial  should  be  fine  so  long  as 
they  don't  spend  big — like  they  did 
with  that  Texas  S&L." 

"We  can't  go  toe-to-toe  with  Citi- 
bank," concedes  Caspersen.  Beneficial 
shareholders  won't  criticize  that  kind 
of  humility.  ■ 
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AT&T  LONG  MS 


Why  do  we  call  it  a 
machine?  It's  a  way  to  help 
your  business  work  better.  In 
ways  you  never  thought  of. 

How?  With  the  people 
we  have.  The  services  we 
offer.  The  network  that 
makes  it  possible.  All 
together,  a  powerful  combi- 
nation for  your  business. 

AT&T  Long  Distance 
Services.  It's  the  better 
business  machine. 

What  makes  us  the 
better  business  machine? 

1.  Our  people. 
Not  only  the  scientists, 
engineers,  technicians  or 
long  distance  operators. 

All  the  people  of  AT&T 


The  account  executives  and 
sales  specialists  who  can 
help  you  use  our  wide  vari- 
ety of  network  services  to 
run  your  business  better. 

Things  only  we  at 
AT&T  Communications  can 
do.  Not  because  we  know 
your  business  better  than 


you  do.  But  because  only  we 
have  the  know-how  to  tailor 
our  long  distance  services 
and  network  to  meet  your 
business  needs.  No  matter 
how  simple  or  complex. 

2.  Our  services. 
The  most  versatile  and  varied 
in  the  business,  to  use  alone 
or  in  combination. 
They  include: 

AT&T  Long  Distance 
Service.  Available  anywhere 


VNCE  SERVICES. 


. 


in  the  United  States  and  to 
over  250  countries  and 
locations  worldwide. 

AT&T  Card.  To  dial 
your  calls  directly.  Without 
the  coin  of  the  realm. 

AT&T800  Service/Toll 
free  service  from  anywhere 
in  the  United  States.  And 
from  Canada,  Bermuda,  the 
United  Kingdomf  France, 
and  the  Netherlands. 


AT&T  Advanced  800 
Service.  Expands  your  basic 
AT&T  800  Service  to  give 
you  control  and  flexibility. 

AT&T  WATS.  To  save 
your  company  money  to 
frequently  called  areas. 

DIAL-IT®  900  Service. 
A  cost-effective  way  to 
reach  your  customers  with 
promotional  messages. 

ALLIANCE™  Telecon- 
ferencing Services.  A 
clearer  way  to  talk  with 


many  locations  all  over  the 
country  and  internationally 
at  the  same  time. 

SKYNET* Satellite 
Services.  A  family  of 
services  for  voice,  data, 
television,  radio  and  video 
teleconferencing. 

ACCUNET"  Digital 
Services.  A  highly  reliable 
and  accurate  family 
of  services  for  digital 
transmission. 

3.  Our  network. 
The  most  sophisticated  and 
far-  reaching  in  the  world  for 
over  100  years.  Above,  below 
and  on  the  face  of  the  earth. 

And  we're  still  at  it. 

For  instance,  even  now, 
we're  working  to  offer  you 
even  greater  control  of  our 
network  with  all  the  flexi- 
bility you  need,  right  from 
your  own  communications 
center. 


*Pending  FCC  approval,  excluding  Channel  Islands. 


BUSINESS  WO 
THE  BETTER  BUS 


In  ways  you  never 
lought  of.  Any  business, 
irge  or  small.  No  mat- 
*r  what 
usiness 
ou're  in. 
Examples 

AT&T! 
Sf  ANTIQUES 
ji  antique  dealer  can  use 
LLIANCE  Teleconferencing 
ervices  to  hold  an  auction 
rith  up  to  58  cities  at  once. 

AT&T  IS  IN  CAKE. 
.  package  goods  company 


keeps  its  customers  happy 
with  a  hotline  using  AT&T 
800  Service. 

AT&T IS  IN 

SHRIMP 

A  shrimp  com- 
pany uses  a  com- 
bination of  AT&T 
WATS,  AT&T 
Long  Distance 
Service  and 
AT&T  800 
Service  to  help 
package,  pro- 
cess and  sell 
90,000  pounds 
of  shrimp  a  day. 

AT&T  IS  IN  FLOORS. 

A  flooring  company  uses 


AT&T  Advanced  800  Service 
to  provide  its  customers 
with  instant  inventory 

information,  delivery 
dates  and 
production 
schedules. 
AT&T IS  IN 
INSURANCE. 
An  insurance 
company  uses  AT&T  Long 
Distance  Service  and  AT&T 
WATS  to  train  3000  people 
in  100  different  locations. 

AT&T  IS  IN  MUSIC 
A  record  company  can  use 
ACCUNET®  Digital 
Services  to  fill  its  orders 


BETTER  WITH 

IESSMACHME. 


In  similar  ways,  AT&T 
can  help  your  business  in 
ways  you  never  thought  of. 

Because  the  fact  is  that 
there  isn't  a  company  of  any 
size,  in  any  business,  in  any 
industry  in  America  that 
uses  long  distance  services 
that  can't  use  them  better 
using  our  better  business 
machine. 


rom  all  over  the  country, 
electronically. 

AT&T  IS  IN  SWEATERS. 
V  small  specialty  retailer  of 
Scottish  and  Irish  imports 


uses  AT&T  Long  Distance 
Service  to  help  get  the 
products  in.  And  AT&T  800 
Service  to  help  move  the 
products  out  with 
catalogue  sales  which 
account  for  30%  of 
its  revenue. 


'*% 


That  means  we're  here. 
With  you  every  step  of  the 
way  Today  tomorrow  and  the 
next  day  And  all  the  days 
that  follow  right  down 
through  the  years. 

And  you  can  count  on 
us.  Our  people.  Our  services. 
Our  network. 


Whenever  you  need  us. 
Wherever  you  need  us.  As 
long  as  you  need  us. 

To  ask  a  question  and 
get  help.  Or  advice.  Or  to 
help  you  design  a  better  way 
of  doing  business. 


For  instance,  our  people 
can  offer  you  the  long  dis- 
tance services  and  pricing 
options  that  are  best  suited 
for  your  business. 

As  in  some  states,  our 


TOPS  HERE. 


AT&T  PROSM  State  plan 
offers  discounts  on  in-state 
long  distance  calls  made 
during  business  hours. 

And  our  Opportunity 
Calling™  For  Business  plan 
can  help  lower  your  costs  on 
business  purchases. 

Also,  our  AT&T 
Knowledge  Plus  program: 
business  communications 


programs  and  workshops 
held  across  the  country  so 
your  people  can  learn  to  use 
communications  more 
effectively  in  business. 

Our  people  can  even 
help  you  plan  the  future  of 
your  business  using  com- 
munications to  achieve  your 
long-term  goals. 

That's  what  we  mean 
when  we  say  we  can  help 
your  business  in  ways  you 


never  thought  of.  To  help 
your  business  work  better. 
Just  as  other  businesses  use 
our  better  business  machine 
to  help  theirs  work  better. 

Not  a  drain  on  the  bot- 
tom line.  Accountable  to  the 
bottom  line. 


j 


/ 


WORK  WITH 


\ 


Call  your  account  executive  at  AT&T  Communications. 

Or  any  one  of  our  sales  specialists  at  1 800  222-0400. 

And  you're  on  your  way  to  helping  your  business  work  better  in  ways  you 

never  thought  of.  With  AT&T  Long  Distance  Services. 

The  better  business  machine. 


'C'  1985  AT&T  Communications 


AT&T 

The  right  choice. 


Ambac  Indemnity  Corp.  has  problems  on  issuer  often  doesnt  save  enough  in 

r  .  11  r<       r  i         fj  r   interest  costs  to  justify  paying  Ambac 

tOp   OJ  prOOlemS.    SO  hOW  COme  the   llkeS  OJ     its  fee,  while  insurance  from  compa- 

Citicorp  want  to  adopt  it  and  take  it  home?  SvL  a^suefZghiy  ol75%zatlon 

Today's  troubles,   tomorrow's  op- 
portunity. Or  so  says  Ambac's  44- 


Make  room 
for  Daddy 


By  John  Heins 


Why  would  such  corporate 
blue  bloods  as  Citicorp,  John- 
son &  Higgins,  Xerox  and  Lit- 
tle Rock  investment  banker  Stephens, 
Inc.  agree  to  plunk  down  $150  million 
for  the  municipal  bond  insurance 
business  of  faltering  Ambac  Indemni- 
ty Corp.? 

Ambac,  which  in  1971  in- 
vented the  business  of  insur- 
ing municipal  bonds  and  still 
covers  more  of  such  risks 
($70  billion  of  interest  and 
principal)  than  anyone  else, 
seems  to  be  an  abandoned 
waif,  struggling  because  Dad- 
dy isn't  providing  child  sup- 
port. Daddy  is  Baldwin-Unit- 
ed Corp.,  the  notorious  seller 
of  annuities  that  went  bust 
in  1983.  Furthermore,  Am- 
bac is  the  only  municipal 
bond  insurer  to  be  hit  with 
default  claims,  among  them 
$75  million  in  interest  and 
principal  over  33  years  for  de- 
faulted WPPSS  4  and  5 
bonds. 

Not  surprisingly,  suspect 
parentage  and  loss  claims 
have  made  it  tough  for  Am- 
bac to  do  business  and  have 
left  it  open  to  the  forays  of  the  compe- 
tition. Ambac's  share  of  the  new-is- 
sue bond  insurance  market  fell  from 
60%  in  1982  to  22%  last  year.  Its 
premium  income  was  once  the  largest 
in  the  industry.  In  1984  it  was  only 
60%  of  that  racked  up  by  Municipal 
Bond  Insurance  Association,  its  oldest 
competitor. 

Also,  Ambac  cofounder  and  former 
CEO  Gerald  Friedman  left  and  found- 
ed a  new  well-financed  competitor, 
Financial  Guaranty  Insurance  Co. 
And     multiline     insurers,     notably 


USF&G  and  Aetna  Life  &  Casualty, 
have  stepped  up  their  own  bond  insur- 
ance businesses.  Foreign  banks,  most- 
ly Japanese,  are  pushing  letters  of 
credit  as  an  alternative  to  insurance. 
New  issues  of  municipal  bonds  last 
year  were  more  than  double  those  of 
five  years  ago,  but  for  1985  the  total  is 
expected  to  be  flat,  at  about  $100  bil- 


year-old  boss,  Russell  Fraser,  who 
once  ran  the  corporate-rating  business 
at  Standard  &  Poor's  and  has  headed 
Ambac  since  Friedman's  departure. 
Fraser  convinced  the  consortium  to 
put  up  $150  million  to  buy  Ambac 
rather  than  start  from  scratch. 

Ambac,  he  argues,  has  strengths 
competitors  can't  begin  to  match.  It 
has  locked  in  $400  million  of  yearly 
premiums  from  unit  trusts  over  the 
next  25  years.  It  has  a  $400  million 
investment  portfolio  cranking  out 
$40  million  a  year.  "Unlike  the  oth- 
ers, who  have  to  earn  their  money 
every  year,"  says  Fraser,  "we've  got 
cash  flow  of  over  $55  million  coming 
in  every  year  for  the  next  25  years 
even  if  we  don't  do  anything." 

Even  if  tax  reform  erodes  the  attrac- 
tiveness of  municipal  bonds,  Fraser 
says,  issuers  "will  have  to  come  to 
market  whether  the  issues  are  taxable 
or  not,  and  insurance  helps 
salesmen  sell  securities." 

Fraser's  plans  also  include 
stepping  up  the  insuring  of 
already-issued  bonds;  at  least 
$500  billion  worth  are  out- 
standing. He  expects  this 
secondary  market  will  ac- 
count for  about  10%  of  Am- 
bac's business  this  year. 

The  real  growth  area  he 
sees  in  the  next  five  to  seven 
years,  however,  is  insuring 
taxable  debt  issued  by  corpo- 
rations. The  corporate  debt 
insurance  market  hasn't  tak- 
en off  yet,  but  if  it  does, 
there's  no  reason,  given  irre- 
proachable parents,  that  Am- 
bac shouldn't  get  a  healthy 
share. 


Russell  Fraser,  CEO  of  Ambac  Indemnity  Corp. 
Fifty-Jive  million  a  year  without  doing  anything 


lion.  However,  the  industry  hopes  to 
insure  25%  of  the  total  this  year,  vs. 
21%  last,  so  growth  continues  though 
no  longer  at  the  old  torrid  pace. 

But  even  with  the  slower  growth, 
the  industry  is  still  attractive — and 
there's  probably  nothing  wrong  with 
Ambac  that  being  owned  by  a  respect- 
able, solvent  parent  wouldn't  cure. 
Municipal  bond  issuers  buy  insurance 
to  hold  down  interest  costs,  but  Am- 
bac's suspect  Baldwin  parentage  has 
led  investors  to  place  little  or  no  value 
on  Ambac's  guarantee.  That  means  an 


Ambac's  fortunes  aside, 
there  is  an  angle  for  bond  in- 
vestors. Ambac-insured 
bonds,  which  carry  an  AAA  rating 
from  Standard  &  Poor's,  trade  at  a 
lower  price  than  comparable-quality 
bonds  insured  by  MBIA  because  of  the 
bond  market's  skepticism  about  the 
worth  of  the  Ambac  guarantee.  The 
market  probably  won't  take  Ambac's 
new  parentage  into  account  for  sever- 
al months,  so  bond  buyers  who  are 
confident  of  Ambac's  future  can  lock 
in  higher  yields — an  eighth  to  a  quar- 
ter of  a  point — on  Ambacked  bonds.  If 
that  confidence  is  borne  out,  it  will 
mean  relatively  higher  prices.  ■ 
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COMPANY. 


Don't  put  Owens-Illinois  in  a  pigeonhole. 


Glass  containers.  Packaging.  That's  O-I's  history.  And  we're  still  the 
world's  leading  producer  of  glass  containers  with  a  significant  technology  edge. 

But  we're  also  among  the  largest  producers  of  closures,  plastic  packaging, 
corrugated  shipping  boxes,  table  glassware  and  television  glass— businesses 
which  take  wing  on  process  innovation,  quality  and  differentiated  products. 

And  we're  moving  in  new  directions  to  pursue  profitable  growth  in  health 
care  and  specialized  financial  services. 

Our  Kimble  Division's  expertise  in  pharmaceutical  packaging  gave  us 
entry  into  health  care.  And  over  the  past  four  years,  we've  feathered  our  nest 
by  developing  a  portfolio  of  companies  providing  health  care  services  and 
supporting  products. 

A  specific  thrust  is  in  nursing  homes  and  retirement  centers,  where  we 
are  now  involved  in  operations  with  some  10,000  extended  care  beds.  That 
already  makes  us  the  sixth  largest  company  in  this  business. 

In  specialized  financial  services,  we  recently  acquired  Alliance  Mortgage 
Co.  Alliance,  one  of  the  nation's  five  largest  producers  of  residential  mortgages, 
has  a  mortgage  servicing  portfolio  projected  to 
exceed  $6  billion  in  1985.  It  operates  in  10  Sunbelt 
states  and  is  the  largest  in  Florida. 

Owens-Illinois.  A  $3.5  billion  global  organi- 
zation focused  on  profitable  growth.  You  should 
get  to  know  us  better.  Before  an  opportunity 

flies  the  coop  OWENS-ILLINOIS 

Toledo,  Ohio  43666 


With  one  deft  deal  in  natural  gas,  a  shrewd 
railroad  man  has  shafted  the  arbitragers 
and  made  his  competitors  quiver. 

Why  merge  if 
you  can  share? 


By  Roger  Neal 


Arbitragers  ran  wild  in  March 
on  rumors  that  Richard 
bBressler,  chief  executive  of  Bur- 
lington Northern,  the  railroad  com- 
pany, would  acquire  InterNorth  Inc., 
the  big  (1984  revenues,  $7.5  billion) 
natural  gas  pipeline  outfit.  In  a  few 
hectic  days  InterNorth  shares  were 
driven  from  47  to  53  on  heavy  volume. 

The  rumors,  it  turned  out,  were 
only  partly  true.  BN  and  In- 
terNorth were  indeed  talk- 
ing, but  they  weren't  talking 
merger.  The  companies'  nat- 
ural gas  pipeline  subsidiar- 
ies— Burlington's  El  Paso 
Natural  Gas  and  Inter- 
North's  Northern  Natural 
Gas — were  hammering  out  a 
marketing  partnership  to 
transport  and  sell  gas  to  oil 
producers  in  California's 
booming  Kern  County.  An 
agreement?  Not  a  merger? 
Pity  the  arbs.  By  the  day  after 
the  announcement,  the  stock 
was  back  to  47. 

The  rumor  that  had 
Bressler  buying  InterNorth 
was  surely  plausible.  Even 
today,  Bressler  admits  to 
Forbes,  he  would  love  to  buy 
another  pipeline  to  comple- 
ment his  acquisition  of  El 
Paso  Natural  Gas — if  the 
price  were  right.  El  Paso,  for 
which  Bressler  paid  $1.3  bil- 
lion in  1983,  provided  an  es- 
timated 25%  pretax  return 
on  the  $1.3  billion  initial  in- 
vestment in  its  first  year.  It 
doubled  BN's  revenues,  to  $9 
billion,  last  year.  Helped  by  a 
34%  increase  in  rail  operat- 
ing income,  Burlington 
Northern  as  a  whole  last  year 


posted  a  return  on  equity  of  13.4%, 
the  highest  in  ten  years.  Richard 
Bressler  is  clearly  not  your  run-of-the- 
mill  railroad  man. 

With  Wall  Street  digging  every- 
where for  takeover  plays,  however, 
the  price/value  relationships  in  pipe- 
line companies  have  been  bent  be- 
yond recognition.  Bressler  thinks 
prices  are  now  in  the  stratosphere, 
and  he  declines  to  chase  them.  Hence 
the  marketing  agreement. 


Burlington  Northern  CEO  Richard  Bressler 

"Let's  not  forget  that  a  pipeline  is  transportation 


Here  Bressler  is  applying  lessons 
learned  on  the  railroad  side  of  his 
company.  "We  start  from  the  position 
that  practically  everybody  in  the  rail 
industry  has  a  lot  of  underutilized  ca- 
pacity," explains  Bressler,  54,  in  his 
elegant  offices  in  downtown  Seattle, 
where  he  moved  headquarters  from 
St.  Paul  in  1981.  "If  we  can  structure 
arrangements  that  work  on  that  [over- 
capacity] without  going  through  all 
the  pain  and  struggle  of  a  huge  merg- 
er, we're  very  interested." 

You  may  not  have  heard  of  The 
Great  Maple  Leaf  &  Eagle  Road,  but  it 
amounts  to  the  longest  railroad  net- 
work in  North  America.  It  came  out 
of  a  marketing  agreement  last  fall  be- 
tween Burlington  Northern  and  Cana- 
dian National's  U.S.  subsidiary, 
Grand  Trunk  Corp. 

It  works  like  this:  When  Grand 
Trunk,  which  operates  Canadian  Na- 
tional's three  major  gateways  to  the 
U.S.,  transfers  cars  carrying  Canadian 
lumber  and  potash  to  BN,  it  collects  a 
share — a  royalty,  in  effect — of  BN's 
profits  on  the  remainder  of  the  haul  to 
places  like  Houston  and  Kansas  City. 
It  works  in  reverse  when  BN  feeds 
freight,  mainly  coal,  to  GT's  lines. 
The  agreement  is  a  strong  incentive 
for  the  railroads  to  solicit  traffic  for 
each  other,  and  could  add 
about  $8  million  to  BN's 
profits  this  year.  It's  not  a  lot, 
but  marketing  agreements 
require  no  heavy  expenses — 
or  maintenance — to  be 
charged  against  operations. 
And  it's  profit  that  will  not 
go  to  competitors  like  the 
C&NW,  the  Soo  Line  or  the 
Milwaukee.  Bressler  would 
like  to  use  agreements  like 
this  in  order  to  enter  other 
rail  markets  east  of  Chica- 
go— Buffalo,  for  instance — 
and  in  California. 

Though  the  mechanics  of 
the  natural  gas  arrangement 
differ  from  the  railroad  agree- 
ment, the  idea — to  make  ca- 
pacity work  harder — is  the 
same.  "Let's  not  forget  that  a 
pipeline  is  transportation 
and  that  it  has  a  franchise 
very  much  like  a  railroad," 
says  Bressler. 

The  agreement  with  Inter- 
North  will  involve  an  unspe- 
cified amount  of  gas  feeding 
into  a  proposed  Mojave  pipe- 
line currently  being  reviewed 
by  the  Federal  Energy  Regu- 
latory Commission  and 
scheduled  for  completion  in 
1989.  Burlington,  Houston 
Natural     Gas     and     Pacific 
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AFFORDABLY  HYATT. 


When  you  come  to  Hyatt,  you  always 
take  away  one  surprising  fact.  The  fact 
is,  we're  just  as  affordable  as  other 
hotels.  What's  surprising  is  that  we  give 
you  so  much  more. 

We  give  you  our  remarkably 
attentive  Hyatt  service,  including 
express  check-out  and  turndown  service. 
A  generous  amenities  package  with  fine 
soaps,  shampoo  and  other  essentials. 
Our  rooms  are  spacious  and  elegantly 
furnished.  Our  restaurants  are  more 
inventive.  You'll  also  find  our  friendly 
Hyatt  atmosphere  an  asset  when  it 
comes  to  entertaining  clients,  when 
you  want  to  do  business  with  style. 

Whether  the  company  is  covering 
your  expenses  or  you're  covering  your 
own,  no  one  will  give  you  more  for 
less.  An  affordable  touch  of  Hyatt. 

DontvouWlSH 
YOU  WERE 
HERE* 

BURLINGAME 


Five  minutes  from  San  Francisco 
International  Airport,  Hyatt  is  twenty 
minutes  from  the  city. 

LONG  BEACH 


Hyatt  Regency  is  steps  away  from  the 
ocean,  the  Queen  Mary  and  business 
district. 

OAKLAND  CITY  CENTER 


Part  of  the  downtown  business  hub, 
Hyatt  Regency  is  convenient  to  all  parts 
of  the  Bay  Area. 

SAN  FRANCISCO 


Hyatt  Regency  soars  above  the 
Embarcadero  Center  business  complex. 

LOS  ANGELES    


Hyatt  Wilshire  is  located  mid-town  in  the 
heart  of  the  city's  business  district. 

HYATT0HOTELS 

For  reservations,  call  your  travel  planner 
or  800  228  9000.  @  1984  Hyatt  'Hotels  Co?p. 


If  thisisallyouthinkof  Coleman, 


raw 


youraimistoolcM 


olden  Eagle 
rjuble  EaglemBow. 
Hie  most  advanced 
vget  bow  in  the  wortd. 

Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  we  also  make  airguns  and  bows. 
n  fact  we're  the  largest  airgun  company  in  the  world.  For  an  illuminating  look  at  the      Ipfl^PPHV 
trategy  behind  our  surprising  leadership  in  outdoor  recreation  as  well  as  home  comfort  M  mi] til IV I im 
jmd  marine  products,  call  1-800-521-4900,  Ext  50.  In  MN,  1-800-642-2800,  Ext  50.       fl   '^^  *'7 


Lighting  will  share  the  new  line's 
$300  million  cost.  The  Mojave  line 
will  serve  oil  producers,  such  as  Shell 
and  Chevron  in  California's  Kern 
County,  where  huge  amounts  of  ener- 
gy will  be  needed  to  steam  tarlike  oil 
deposits  out  of  the  ground. 

Getting  access  to  the  Mojave  pipe- 
line on  equal  terms  is  only  part  of  El 
Paso's  strategy  for  competing  against 
Houston  Natural  Gas.  InterNorth  has 
access  to  both  Texas  gas  and  cheaper 
Canadian  gas.  Through  a  financial 
transaction  called  "exchange  and  dis- 
placement," the  newest  frontier  in 
the  natural  gas  business,  InterNorth 


can  offer  its  Kern  County  customers 
gas  from  Texas  with  a  low  Canadian 
price  tag.  How?  Simply  by  charging 
other  customers  Texas  prices  for  an 
equivalent  amount  of  Canadian  gas. 
The  customers  stand  still  for  it  be- 
cause Texas  gas,  without  much  trans- 
portation cost,  is  still  competitive  in 
those  markets.  "Though  neither  El 
Paso  nor  InterNorth  has  a  pipeline 
from  Alberta  to  California,  together 
they  do,"  says  industry  analyst  Arlon 
Tussing  (Forbes,  Apr.  29).  And  be- 
cause the  gas  doesn't  actually  travel 
from  Alberta  to  Bakersfield,  Tussing 
says,  "it  ends  up  costing  much  less  to 


transport." 

The  net  effect  is  better  than  a  good 
merger.  Both  partners  benefit  at  the 
expense  of  the  competition.  In  the 
Burlington-InterNorth  case,  the  com- 
petition is  Houston  Natural  Gas.  But 
by  stopping  short  of  merger,  neither 
partner  has  paid  an  inflated  price  or  a 
lot  of  investment  bankers'  fees. 

Tussing  thinks  more  marketing 
agreements  are  on  the  way.  So  does 
Bressler.  "A  lot  of  times  people  im 
heavily  regulated  businesses  aren't 
very  good  marketers,"  he  says,  letting 
the  thought  sink  in.  The  suggestion  is 
clear:  They  had  better  learn  quickly.  ■!  : 


* 
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Maine's  Indians  went  to  court  back  in 
1980  and  won  a  lot  of  money.  They  are 
doing  interesting  things  with  it. 

A  new  style 
of  Indian  giving 


By  James  Cook 


Daniel  Zilkha  of  Tribal  Assets  Management 

The  big  challenge  was  combining  social  and  financial  goals. 


KkIi.ir!  Ho<v.irLl 


Outside  of  the  state  of  Maine, 
who  ever  heard  of  the  Passa- 
maquoddy  or  Penobscot  Indi- 
ans? Hardly  anybody.  Yet,  in  the  past 
four  years,  the  two  tribes  have  been 
making  history  of  a  sort.  Back  in  1980 
they  won  the  largest  cash  award  in 
American  Indian  history — $81.5  mil- 
lion from  the  federal  government — in 
recompense  for  some  12.5  million 
acres  of  land  taken  from  them  over 
the  last  185  years. 

But  instead  of  dissipating  the  pro- 
ceeds in  per  capita  payments  to  their 
members,  the  Penobscots  and  Passa- 
maquoddies  decided  to  invest  it  in 
their  economic  future.  "They  felt 
they  didn't  have  the  right  to  take  the 
money  and  spend  it  all  on  them- 
selves," says  Thomas  N.  Tureen,  41, 
the  St.  Louis-born  public  interest  law- 
yer who  masterminded  the  tribes'  de- 
cade-long fight  through  the  courts. 

To  help  with  the  problem  of  invest- 
ing the  tribes'  $81.5  million,  Tureen 
decided  to  set  up  an  investment  bank- 
ing firm,  Portland's  Tribal  Assets 
Management,  and  turned  to  a  one- 
time Princeton  schoolmate,  Daniel 
(pronounced  Dan-YELL)  Zilkha,  for  the 
necessary  banking  experience.  A  Har- 
vard M.B.A.  and  a  member  of  the 
famed  Zilkha  banking  clan,  Zilkha 
started  out  as  a  trainee  with  SG.  War- 
burg and  Bear,  Stearns,  among  others, 
founded  a  bank  in  Geneva — Soditic 
S.A.,  which  his  brother  still  runs — 
and  wound  up  publishing  an  antiques 
monthly,  Art  &  Auction,  in  New  York 
in  1979.  Zilkha  sold  that  after  he  went 
into  partnership  with  Tureen  in  1983. 

"The  tribes'  investment  objectives 
are  political  and  social  as  well  as  fi- 
nancial," Zilkha  explains.  "They 
want  to  change  their  position  in  the 
society  as  well  as  make  money.  It's 
this  constant  balancing  of  the  qualita- 
tive and  quantitative  goals  that  is  so 
exciting.    The    two    goals    coalesce. 
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Our  Professional  Calculators 

are  waiting  for 

your  next  generation  of  employees. 


Today's  kids  grow  up  fast.  They 
dw  up  smart,  too.  And  before  you 
ow  it,  they'll  be  working  in  your 
ices.  Demanding  the  very  best  office 
juipment  to  get  the  job  done. 

Don't  let  today's  kid  down. 

Get  today's  Canon  calculators  and 
prepared  for  tomorrow's  employees 

Why  are  we  so  sure? 

Simple.  We've  been  making 
Sessional  calculators  for  over 
enty  years  now.  And  every 
e's  been  built  to  last.  One 
'neration  after  another. 

Which  is  why  so  many  of     W 
r  customers  continue  to  rely 
Canon  calculators  as  their 
mpanies  grow. 

We  keep  improving  them,  too. 
day's  Canon  calculators  are  sleek 
d  trim.  They're  simple  to  use.  And 
ay're  made  of  components  so 





reliable  and  durable,  they  could  save 
you  a  lot  of  headaches  in  the  long  run. 

Like  all  Canon  calculators,  our 
newest  were  designed  for  human 
comfort.  With  keyboards  weighted 
and  contoured  for  error-free  operation. 
All  of  which  may  make  your  present 
employees  hold  up  as  well  as  our 
calculators. 

So  if  you're  looking  for 
calculators  that  are  most  likely 
to  stick  by  you  through  thick 
and  thin,  it's  time  you  looked 
into  ours. 


Why  not  call  toll-free  1-800-323-1717 
Ext.  303  (In  Illinois:  1-800-942-8881, 
Ext.  303)  and  find  out  more  about  our 
latest  ten  and  twelve-digit  calculators. 
We're  sure  you'll  find  they'll  stand 
up  to  the  biggest 
test  of  all.  * 

Time.        ^-  "**• 
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CP1218D 


Other  CP  models  include: 

CP1208D,  CP1208  /  CP1018D,  CP1008D.  CP1008 

Where  quality  is  the  constant  factor. 

Canon 

ELECTRONIC  CALCULATORS 

CANON  U.S.A.,  INC.,  One  Canon  Plaza.  Lake  Success.  NY  11042 


61985  Canon  U  S  A 


The  future  depends  on  the 
creativity  of  the  present. 

Today,  your  international  bank  must  be  creative. 
Therein  lies  the  strength  of  tomorrow. 

Creativity  in  the  application  of  all  resources 
available  is  vital  to  finding  possibilities  where  others 
see  problems. 

Deutsche  Bank  offers  this  creative,  yet  cir- 
cumspect approach  to  your  financial  needs:  based 
on  more  than  100  years  of  experience  in  every 
field  of  international  banking,  the  adaptability  of 
our  staff,  and  our  presence  in  56  countries  around 
the  world.  Plus  the  strength  of  total  assets  of  more 
than  US  $  83  billion,  ranking  us  among  the  world's 
largest  banks. 

Put  us  to  the  test. 


Deutsche  Bank 


m 


iffice  Frankfurt  am  Mam/Dusseldorf.  Foreign  branches:  Antwerp,  Asuncion,  Barcelona,  Brussels.  Buenos  Aires,  Hong  Kong,  London,  Madrid,  Milan,  New  York, 
arts,  S8o  Paulo.Tokyo:  Representative  offices:  Beijing,  Bogota,  Cairo,  Caracas,  Chicago,  Istanbul,  Johannesburg,  Lagos,  Los  Angeles,  Manama,  Mexico,  Moscow, 
Rio  de  Janeiro.  Santiago  de  Chile,  Sydney,  Tehran,  Tokyo,  Toronto;  Subsidiaries.  Deerfield/IL,  Geneva,  London,  Luxembourg,  New  York,  Smgapore.Toronto,  Zurich 


UNPRETENTIOUS 

SERVICE. 

UNDERSTATED 

ELEGANCE. 

OVERWHELMING 

VIEWS. 

With  rooms  starting  on  the  28th 

floor,  we  guarantee  you  spectacular 

skyline  views  of  Manhattan  every 

single  time  you  stay. 


:  D     NATION 
Z  A 


One  United  Nations  Plaza 
East  44th  St.  at  First  Avenue,  NY  NY  10017 
(212)  355-3400  or  (800)  228-9000     ■ 
'    y—^w  (Telex  #:  126803) 
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They  want  people  in  Maine  to  feel 
that  if  they're  interested  in  any  deal, 
they  should  come  to  the  tribes  as  a 
major  source  of  capital.  They  have 
altered  to  some  extent  the  economic 
geography  of  the  state  of  Maine." 

A  third  of  that  $81.5  million  is  com- 
mitted to  land  acquisition — with 
225,000  out  of  a  prospective  300,000 
acres  acquired  so  far.  Another  third 
has  gone  into  very  conservative  liquid 
investments,  whose  proceeds,  maybe 
$2.9  million  a  year,  are  distributed 
annually  to  the  4,200  members  of  the 
two  tribes  as  a  dividend.  A  final  third 
is  committed  to  direct  investment  in 
business.  "That  third,"  Zilkha  says, 
"is  not  enough  in  and  of  itself  to  have 
any  significant  impact,  so  one  of  the 
functions  we  perform  is  to  help  them 
leverage  the  money  and  access  out- 
side capital,  including  federal  grants." 

Despite  its  name,  Tribal  Assets 
Management  doesn't  manage  these 
$27.5  million  in  assets.  It  serves  as  an 
investment  banker,  scouting  out 
deals  and  putting  them  together  for  a 
fee,  and  the  results  so  far,  or  so  Tureen 
and  Zilkha  maintain,  have  been  quite 
successful,  both  financially  and  in 
achieving  such  social  goals  as  provid- 
ing jobs  and  community  services. 

How  does  it  work?  The  Passama- 
quoddies,  for  example,  got  the  federal 
funds  needed  to  set  up  a  water  treat- 
ment company  for  Eastport.  The  Pe- 
nobscots  spent  $1.5  million  of  their 
own  to  fund  an  ice  hockey  arena  on 
their  reservation  in  Old  Town.  They 
also  created  what  they  call  the  Penob- 
scot Guaranty,  to  finance  non-Indian 
businesses,  a  vehicle  for  providing 
loan  guarantees  to  promising  ven- 
tures that  their  proprietors  could  not 
otherwise  finance,  ideally  in  return 
for  equity  participation. 

The  Indians  are  only  slightly  less 
secretive  than  a  Swiss  banker  like 
Zilkha,  so  the  details  are  tantalizingly 
slim.  But  so  far  the  Passamaquoddies 
have  bought  two  radio  stations, 
WRKD  and  WMCM,  in  Rockland;  a 
3,000-acre  blueberry  farm,  which  re- 
covered its  $2.2  million  cost  in  two 
years;  and  a  470,000-ton-a-year  ce- 
ment operation  in  Thomaston,  the 
only  cement  plant  in  New  England. 
Both  cement  and  blueberries  paid  off 
so  well  that  the  tribe  has  moved  on 
into  blueberry  processing  and  ready- 
mix  concrete.  "It's  a  path  we  like," 
says  Zilkha,  "seeing  a  first  invest- 
ment grow  into  something  bigger." 

The  Penobscots  have  been  less  ad- 
venturous, but  a  while  back  they 
formed  a  $2.5  million  enterprise  with 
Maine's  Shape  Inc.  to  manufacture 
video-  and  audiocassettes  on  the  res- 
ervation, a  venture  that  should  even- 


Indian  advocate  Thomas  Tureen 

Why  not  invest  in  the  tribal  future? 

tually  provide  40  to  60  Penobscot 
jobs.  "Maine  has  seen  a  lot  of  indus- 
tries die,"  says  Zilkha.  "Shape  is  one 
with  a  future." 

This  is  just  the  beginning.  With  over 
$27.5  million  available,  probably  the 
largest  such  capital  pool  in  the  state, 
Tribal  Assets  Management  promises 
to  become  a  sort  of  Indian-owned  de- 
velopment bank  for  one  of  the  most 
economically  underdeveloped  states 
in  the  U.S. — an  irony  of  considerable 
proportions  considering  how  bitterly 
Maine  opposed  the  Indian  claims.  At 
the  same  time,  the  tribes  themselves 
are  at  long  last  beginning  to  acquire 
the  educational  skills  and  credit  re- 
sources they  need  to  manage  their  own 
economic  fortunes.  One  straw  in  the 
wind:  There  are  now  85  tribe  members 
enrolled  in  the  University  of  Maine 
system,  versus  only  1  member  1 5  years 
ago.  Says  Tureen:  "They  now  have 
very  much  a  sense  of  the  future,  and 
not  just  of  the  past." 

What  Tureen  and  Zilkha  have  been 
doing  is  beginning  to  emerge  as  a 
model  for  what  other  Indian  tribes 
could  do  with  their  poorly  exploited 
and  often  considerable  financial  re- 
sources, and  Tribal  Assets  Manage- 
ment has  begun  to  get  business  from 
tribes  in  Washington,  Arizona  and 
Wisconsin.  Though  Tureen  and 
Zilkha  charge  conventional  invest- 
ment banking  fees,  they're  obviously 
not  in  this  business  to  get  rich  (or  in 
Zilkha's  case,  richer).  Thomas  Tureen 
says:  "I  mean,  there  isn't  a  day  either 
one  of  us  can  wait  to  get  up  and  go  to 
work  in  the  morning.  It's  a  lot  of  fun. 
More  fun  than  anything  else  I  can 
think  of  doing."  ■ 
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t  John  Hancock  take 
the  weight  of  the  world 
offyour  business. 


When  business 
opportunities  here  or  abroad 
require  specialized  financial 
direction,  put  John  Hancock 
to  work  for  you.  Besides 
benefiting  from  our  products 
and  services,  we  think  you'll 
also  be  impressed  by  the 
John  Hancock  people  who 
offer  them. 

Our  expertise  has 
made  us  the  leading  provider  of  inter- 
national employee  benefits  programs 
in  the  world.  We  have  helped  to 
shape  plans  that  meet  worker  and 
management  demands  in  any  number 
of  countries. 

John  Hancock  is  actively 
engaged  in  creating  and  managing 
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specialty  investments,  among 
them  a  number  of  interesting  pension 
opportunities.  These  include  real 
estate,  agriculture,  timber  and  others. 

We  currently  serve  leading 
American  companies  with  group  life 
and  health  plans,  capital  equipment 
leasing,  real  estate  financing  and 


investment  portfolio  management. 

In  short,  John  Hancock  is 
equipped  to  recognize  and  respond 
to  a  broad  range  of  corporate  needs. 
For  that  kind  of  specialized  assistance, 
contact  one  of  our  representatives. 
We  believe  you'll  be  impressed  with 
how  we  can  work  for  you. 
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We  can  help  you  here  and  now.  Not  just  hereafter. ? 

John  Hancock  Mutual  Life  Insurance  Company,  John  Hancock  Financial  Services,  Inc. ,  John  Hancock  Realty  Services  Corp. , 
Independence  Investment  Associates  and  affiliated  companies,  all  of  Boston,  Massachusetts  02 1 1 7 


Superb  fro 
Even  better  fro 


Pittsburgh. 


The  versatile 
Challenger  601 


Even  if  a  corporate  jet  can  fly 
three  or  four  thousand  miles, 
it  doesn't  mean  you'll  always  be 
traveling  that  far. 

So  your  machine  has  to  be 
versatile.  And  that's  where  the 
Canadair  Challenger  601  comes 
into  its  own. 


Not  only 

does  it  offer  the 

best  fuel  efficiency  in 

its  class  over  intercontinental 

distances,  its  miserly  consumption 

on  short  hops  is  equally  impressive 

Because  of  this  flexibility, 
companies  find  they  can  use 
Challenger  when  they'd  think 
twice  about  using  other  large  jets 


Reliability  and 
performance 

Advanced  technology  and  metic- 
ulous engineering  are  the  distinguish- 
ing factors  of  the  Challenger  601. 

Its  basic  airframe  has 
now  logged  over 
20  million  miles. 
And  configurations 
of  its  GE  engines 
have  flown  for  over 
3  million  hours  on 
military 
aircraft. 
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few  Y)rk  to  Paris, 
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By  way  of  creature 
zomforts,  the  Challenger 
ulfills  your  expectations. 

No  corporate  jet,  for 
example,  has  a  wider 
Dody.  So  you're  able  to 
vork,  relax  and  move 
reely  in  dimensions 
hat  seem  less  like  a 
lying'  tube  and 
nore  like  a 
eal  room. 


Yet  despite  its  size,  the 
Challenger  601  is  so  quiet  it  beats 
the  new  curfew  regulations  at  noise- 
sensitive  airports. 

But  product  attributes,  no  matter 
how  superior,  are  only  part  of  the  story. 

Finest  service 
and  support 

As  one  of  North  America's  leading 
aerospace  corporations,  Canadair 
provides  service  that's  second-to-none. 
Field  service  representatives  on 
24-hour  call.  Service  centers 
on  two  continents.  And  now,  a 
service  engineering  team  devoted 
exclusively  to  customer  support. 
All-in-all,  a  total  commitment 
that  we  believe  is  outstanding  by 
industry  standards. 

For  more  information,  write 
Charles  G.  Vogeley  President  and 
Chief  Executive  Officer,  Canadair 
Challenger  Inc.,  274  Riverside  Ave., 
Westport  CT  06880,  or  call  (203)  226-1581. 


Challenger  601  The  logical  choice. 
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count  jor  the  continuing  success  oj  Russell  and  Levi  straps.  The  fleeced  g00d; 
Corp.  of  Alabama? 


Like  the  kid 
at  F.A.O.  Schwarz 


By  Richard  Behar 


Pfc  rosperous  Russell  Corp. 
^  would  seem  like  an  ideal  sell- 
out situation.  Business  is  good  for 
this  old  Alexander  City,  Ala.  sports- 
wearmaker.  The  family  owns  40%  of 
the  stock,  and  the  chairman  and  chief 
executive,  Eugene  Gwaltney,  67,  is 
probably  the  last  of  the  family  to  run 
the  company.  Figure  $150  million  to 
$200  million  for  the  family  if 
they  sold. 

Gwaltney  says  forget  it. 
"When  you  cash  in  your  chips, 
that 's  a  wonderful  thing , "  he  says 
derisively.  "You've  helped  a  few 
shareholders.  But  what  about  the 
9,000  people  who  helped  you 
make  the  money?"  Nearly  half 
the  town  works  in  the  mills,  and 
many  of  the  9,000  nonunion 
workers  are  second-,  third-,  even 
fourth-generation  employees. 
The  2,400-acre  mill  grounds  in- 
clude lighted  tennis  courts,  a 
kindergarten  and  day-care 
center,  softball  fields,  a  swim- 
ming pool  and  a  new  $  1 2  million 
office  complex.  The  family 
name,  Russell,  is  on  the  local 
high  school,  hospital  and  stadium. 

He  slouches  into  his  armchair.  Sell- 
out? "That  is  such  a  cruel  approach  to 
life.  I  should  think  this  country  would 
have  a  better  attitude  than  that." 

In  spite  of,  or  perhaps  partly  be- 
cause of,  its  paternalism,  Russell 
seems  to  be  more  than  holding  its 
own,  even  with  the  enormous  flow  of 
imports.  And  there  are  reasons.  The 
mills,  about  an  hour  and  a  half's  drive 
from  Birmingham,  were  opened  in 
1902  by  Benjamin  Russell.  He  started 
with  underwear  and  added  athletic 
wear,  like  team  uniforms,  in  the 
1930s.  Gwaltney,  who  married  Rus- 
sell's granddaughter,  is  also  a  legend 


around  these  parts.  When  he  took  the 
helm  in  1972,  Russell  was  earning 
about  3%  on  sales  of  $75  million,  and 
the  plants  were  old.  Last  year  it 
earned  8%  on  sales  of  $353  million, 
almost  double  the  industry  average. 
Return  on  equity  has  averaged  18% 
since  1980,  and  long-term  debt  is  just 
12%  of  total  capitalization. 

Russell  is  the  country's  largest  pro- 
ducer of  athletic  uniforms,  with  35% 


Lee  Crum 
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Russell  Corp.  's  Eugene  Gwaltney 

The  biggest  damn  gamblers  since  Las  Vegas 


to  40%  of  the  market.  Those  aren't 
big-ticket  items.  "Our  average  in- 
voice is  only  $112,"  says  Gwaltney. 
So  why  don't  importers  gobble  up  the 
business?  "It's  pretty  hard  to  make  a 
football  uniform  on  Monday  in  Japan 
or  Korea  and  ship  it  over  here  by  Fri- 
day," he  says.  Russell  outfits  half  the 
NBA  and  every  NFL  team  except  the 
New  York  Giants  ("That's  their  loss, 
not  ours,"  he  says),  but  the  big  money 
comes  from  tbousands  of  college, 
high  school  and  amateur  teams. 

Uniforms,  however,  account  for 
only  35%  of  Russell's  sales.  Half  its 
billings  come  from  simpler  items:  T 
shirts,  fleeced  sweatshirts,  warm-up 


are  expensive  to  import  because  o 
their  weight.  Only  Russell's  wover 
fabric  sales  are  hurt  by  imports,  bu 
they  are  just  15%  of  revenues. 

The  prevailing  industry  wisdon 
when  Gwaltney  took  over  was  to  kee{ 
capital  spending  down,  but  he  con 
vinced  the  family  to  pursue  a  frenzy  o 
modernization.  By  1975  the  firm  was 
earning  over  6% .  "I  feel  like  we're  th( 
biggest  damn  gamblers  since  Las  Ve 
gas,"  says  Gwaltney.  "I  just  didn 
want  to  see  a  little  old  rinky-dinl 
company  out  here  forever."  He  ha; 
spent  $144  million  on  modernizatior 
in  the  past  five  years  alone. 

Today's  Russell  has  lines  that  an 
among  the  quietest,  cleanest  ano 
most  automated  in  the  industry.  It  i; 
heavily  integrated,  spinning  the  yam 
knitting  and  weaving  the  fabric  anc 
sewing  the  apparel.  This  allows  in 
piecemeal  flexibility  that's  hard  tc 
match,  since  customers  can  change 
orders  up  to  two  days  before  the  fabric 
is  cut.  Gwaltney  still  spends  much  o 
his  time  touring  the  world  for  the 
latest  in  state-of-the-art  equip 
ment  and  is  known  to  replace 
machines  barely  a  year  old.  "I'nS 
like  a  kid  at  F.A.O.  Schwarz,' 
he  says.  "If  I  see  a  new  electric 
train,  I've  got  to  have  it." 

Now  he's  trying  to  push  u\ 
profits  by  selling  athletic  wear 
like  jogging  suits,  under  Rus 
sell's  own  ferZees  brand  name 
to  stores  like  Wal-Mart,  and  it! 
Russell  Sportswear  branc 
through  higher-priced  depart 
ment  stores  and  specialty  shops 
The  more  expensive  Russel 
line  did  about  $10  million  las 
year.  The  goal  is  to  make  Rus 
sell  a  household  name,  like 
Nike,  by  1990.  "If  it's  not,  I'l 
kill  myself,"  says  Gwaltney 
"We  will  have  spent  a  lot  of  money  b) 
then. 

Gwaltney  says  imports  haven'i 
caused  a  single  job  loss  at  Russell,  anc 
workers  displaced  by  modernizatior.1 
were  all  called  back  as  sales  grew 
He's  worried,  though,  that  automa 
tion  of  the  sewing,  which  is  coming  ir 
the  next  few  years,  could  sharply  re 
duce  the  work  force. 

Most  of  his  new  equipment  is  im 
ported  from  West  Germany,  like  the 
BMW  Gwaltney  drove  for  many  years 
Last  year,  however,  one  employee 
pasted  a  "Crafted  with  Pride  in  the 
U.S.A."  sticker  on  his  BMW  bumper 
Now  he  drives  a  Cadillac. 
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ek-sa-lans 


Excellence 

•  Distinguished  by  superiority;  e.g.,  120,000 
committed,  dedicated  employees-highly 
skilled  in  complementary  technologies. 

•  A  standard,  like  the  quality  of  products— 
now  in  five  core  business  areas. 

•  Something  to  strive  for,  as  in  projected  '85 
sales  of  $11  billion. 


F^/iD^H-Tj] 


The  Nautilus  Configuration:  nature's 
ispiration  for  excellence  in  science  and 
ngineering.  Excellence  evident  in  the  work 
f  Rockwell  employees-120,000  worldwide, 
ne  of  six  a  scientist  or  engineer.  And  a  major 
ontributor  to  the  ongoing  record  of  financial  growth 
tat  in  1984  brought  us  more  than  $9  billion  in  sales  and 
496  million  in  earnings,  both  records. 

New  in  our  equation:  addition  of  the  Allen-Bradley 
iompany-itself  a  symbol  of  excellence  in  industrial 
Jtomation  and  electronics  equipment  and  systems. 
Jlen-Bradley  increases  Rockwell's  share 
\  expanding  electronics  markets  to 
3.5  billion.  To  learn  more  about  us,  write: 
ockwell  International,  Department  815R-58, 
00  Grant  Street,  Pittsburgh,  PA  15219. 
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Rockwell  International 


..where  science  gets  down  to  business 


Aerospace  /  Electronics  /  Automotive 
General  Industries  /A-B  Industrial  Automation 


The  Redistribut 

ButNotTheWH 


In  their  system,  the  highest  hope 
of  the  typical  family  is  renting  a  two-room 
apartmentln  Americas,  almost  65%  of  our 
people  are  in  homes  of  their  own. 

One  big  story  behind  that  statistic 
is  a  capital  redistribution  system  called  the 
"national  secondary  mortgage  market'.' 

Through  itjenders  sold  almost7out 
of  every  10  newhome  mortgages  to  investors 
last  year,  accounting  for  some  $140  billion. 

And  there's  more  to  it  than  just  big 
numbers;  this  market  works  for  everyone. 

Investors  get  good,solid  yields  with 
mortgage-backed  securities  and  other 
mortgage-related  products. 

Lenders  get  the  capital  they  need  to 
meet  the  demand  of  their  local  market, no 
matter  how  fast  it  may  grow. 

And  people  who  want  to  buy  homes 
get  a  variety  of  options  at  affordable  rates. 

As  the  largest  private  investor  in 
home  mortgage&Fannie  Mae  is  at  the  center 
of  this  dynamic  market. 

Our  only  business  is  getting  capital 
to  where  it's  needed  in  the  housing  market, 
which  in  turn  helps  millions  of  Americans 
realize  their  dream  of  owning  a  home. 

So,  if  anyone  wants  to  know  about 
capital  redistribution,they  should  look  into 
our  nation's  secondary  mortgage  market. 

Ortheycanaskus. 

Fannie  Mae.Where  America  gets  the 
big  ideas  in  home  finance. 


J^  FannieMae 


i  Of  Capital  Works, 
y  Envisioned  ft. 
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What  is  Kirk  Kerkorian  up  to  at  MGMIUA? 
With  the  MGM  Grand  HotelsFMaybe  it 
would  make  a  hell  of  a  good  movie. 

Kerkorian's 
master  plan 


By  Alex  Ben  Block 


aybe  MGM/UA  Entertain- 
ment Co.,  which  hasn't  had 
much  luck  with  its  films 
lately,  ought  to  make  a  movie  about 
the  man  who  controls  it,  the  secretive 
Kirk  Kerkorian.  How  about  Clint 
Eastwood  as  the  taciturn  loner  play- 
ing by  his  own  rules? 

To  get  the  action  going,  there's  a 
sizable  mystery.  Why  should  the 
whole  company,  now  valued  on  Wall 
Street  at  $650  million,  be  worth  less 
than  its  subsidiary,  MGM/UA  Home 
Entertainment  Group  (HEG),  which  is 
valued  by  Wall  Street  at  $789  million? 
The  HEG  subsidiary's  chief  asset  is  its 
limited  right  to  market  the  parent's 
4,600-film  library  for  videocassettes, 
pay  TV  and  licensed  merchandise^ 
How  can  that  be  worth  more  than-the 


entire  company,  which  includes,  in 
addition  to  the  library  itself,  a  going 
film  company  producing,  marketing 
and  distributing  19  feature  films  a 
year,  an  active  television  production 
and  syndication  division  and  a  44-acre 
studio  complex  in  Culver  City? 

For  plot  complications  in  sexy  set- 
tings there  is  Kerkorian's  control  of 
another  company,  MGM  Grand  Hor 
tels,  which  owns  two  big  hotel/gam- 
bling casinos  in  Reno  an«f  Las  Vegas. 
MGM  Grand  Hotels  has  had  its  trou- 
bles since  a  disastrous  fire  at  its  Las 
Vegas  hotel  in  1980,  butit  has  plausi- 
ble hopes  of  a  turnaround.  Only  five 
years  ago  the  hotels  and  the  movie 
business  were  part  of  one  company, 
the  q\A  Metro-Goldwyn-Mayer.^Ker- 
korian  masterminded  the  spht,  but- 
'his  control  of  the  resultirig'partS' re- 
mains ahsolute — 72.6,%5*of  the^MGJ 


Grand  and  50.1%  of  MGM/UA, 
which  in  turn  controls  85%  of  HEG. 
Plenty  of  material  here  for  power 
plays,  confrontations  and  suspense. 

Best  of  all,  there's  a  truly  complex 
hero — a  lean,  deeply  tanned,  67-year- 
old  self-made  millionaire,  the  son  of 
Armenian  immigrants,  who  first 
made  his  fortune  trading  war  surplus 
airplanes  in  the  1950s.  It's  a  meaty 
part.  But  Eastwood  is  too  tall.  Maybe 
that  new  kid  in  Heartbreakers,  what's- 
his-name,  if  he'd  dye  his  hair  gray  and 
lose  20  pounds.  Nick  Mancuso! 

The  plot  thickens.  While  Kerkorian 
is  driving  everyone  crazy  with  his  re- 
clusive ways,  Wall  Street  punishes  his 
stock  not  only  because  of  poor  perfor- 
mance but  because  there's  no  poten- 
tial takeover  play.  His  control  is  abso- 
lute. But  here's  a  switch — Kerkorian 
makes  like  he  doesn't  care.  He  oper- 
ates by  remote  control  through  well' 
paid  executives  and  fiercely  loyal  ad- 
visers— men  such  as  MGM  Grand  Ho- 
tels Chairman  Alvin, -Benedict  and 
President  Bernard  J.  RothkopLandP 
HEG  President  Cy  Leslie.  ^--    ' 

Okay^J^S  a  lousy  idea  for  a  movie. 
BeTter^ MGM/UA's  next  Jarries'Tk): 
thriller,  A  View  to  a  Kill,  'which ..opens  * 
May  24,  should  have  legs,  as  they  say. 
Meanwhile,  back  in  Beverly  Hills,  if  t 
not  on  Wall  Stregf^people  jeally  are  • 
going  cra-zy  y^ehdehng  what  Kerkor^j 
ian  is^up^ro  now.  Rumors  fly.  One 

ticujarly  intriguing  rumor/fias  it  I 
that/a  seriesxdr  seemingly^unrelated  I 
^noves  byT(erkorian  are^really  part^of^f! 
a  sipgie  master  planthat  wouWeri- 
^able  him  to  pull  all  the  pieces'togeth 
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I  didn't  want  to  get  into  details, 

so  I  said,  "The  way  Arthur  Y>ung 

did  our  tax  planning  seemed  like  it 

kwas  their  money  they  were  saving, 

not  ours." He  still... 
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. . .  pressed  me  further.  He  was 
digging  for  some  secret 
techniques. 

"But  Jim,  surely  with  Arthur 
Young  involved  there's  a  lot 
more  brewing  than  that." 

The  brewing  reference  was  a 
pun  on  my  business  —  coffee. 
We  import  it  here  in  the  states. 

I  finally  broke  down  and 
dfk  told  him  more. 
4^-  I  explained  how  Arthur 

Young  advised  me  in  a 
number  of  areas.  Every- 
thing from  inventory  to 
leasing  to  compensation. 
Zach  continued  to 
press.  "Yeah,  but  how 
did  they  get  to  know  the 
nitty-gritty,  the  . . ." 
Before  he  could 
finish,  I 
interrupted 
him.  "By  liv- 
ing the  coffee 
business! 
The  Arthur 
Young  people 
really 
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got  to  know  our  people,  even  the 
guys  on  the  docks." 

"But ..."  I  interrupted  him 
again,  "That's  what  I've  been 
trying  to  tell  you  from  the  start." 

"The  key  isn't  special  tech- 
niques or  tricks.  It's  the  way 
Arthur  Young  gets  personally 
involved  with  your  business. 
Sometimes  they  take  it  as  per- 
sonally as  you  do." 

He  said  he  understood.  I 
wasn't  sure  I  believed  it.  A 

week  later  he  called  fishing 
for  more  information  about 
Arthur  Young.  Now  I  believe  it. 

A 

If  you  would  like  help  with 
your  tax  planning  or  informa- 
tion about  our  other 
services,  call  us  at 
800-621-6494. 
Arthur  Young.  Personal 
advisors  to  business.  Account- 
ing, auditing,  tax,  financial  and 
management  consulting. 
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We  take  business  personally. 
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After  200  years, 

we're  still  coming  up  with 

ideas  that  click. 


The  new  Retractor. 
Now  you  see  it. 


Click. 

Now ,    /4| 
youdont, 


'ilkinson  Sword  has  a  his- 
>ry  of  innovative  technology 
lat  goes  back  to  1 772, 
/hen  the  company  was 
xjsy  designing  and  improv- 
ig  military  and  sporting  arms. 


In  1961 ,  Wilkinson  Sword 
revolutionized  shaving 
with  the  introduction  ^S&*   ffe 

of  the  first  stainless  -dS^s*      %  > 


have  given  broader  meaning 
to  "the  name  on  the  world's 
finest  blades." 

Today  Wilkinson  Sword 
razors  and  blades  are  sold  in 
over  125  countries,  and  re- 
cently we  announced 
the  award  of  a  major 
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steel  blade 

Today 

Wilkinson  Sword 
;  part  of  Allegheny 
itemational,  and  while 
•e  still  make  the  finest  cere- 
lonial  swords,  we're  best 
iown  around  the  globe  for 
jur  shaving  products.  Our 

:hnobgical  breakthrough 
\  razorand  blade  design 
lave  meant  better  shaves 
3nd  greater  shaving  comfort 
5r  millions  worldwide  and 


contractto  supply 
machinery  to 
produce  double- 
edged  stainless 
steel  blades  in 
Shanghai  for  the  vast 
Chinese  market. 
The  new  Retractor  razor 
is  the  latest  example  of  inno- 
vative product  improvement. 
With  its  unique  benefit, 

In  1974,  Wilkinson 
Sword  was  the  first 
to  increase  blade 
life  and  shav- 
ing comfort  by 
triple-coating 
blades  with 
chromium, 
ceramic  and 
PTFE(polytetra- 
fluoroethylene). 

Retractor  is  already  a  market- 
ing success  in  Europe.  It  is  now 
being  introduced  in  Australia 
and  will  be  available  in  the 
U.S.  later  this  year. 

Like  Wilkinson  Sword, 
other  Allegheny  International 


ALLEGHENY 
INTERNATIONAL 

Technology  to  meet  a  world  of  needs. 

companies  such  as  Sunbeam 
are  finding  ways  to  apply 
advanced  technology  to  im- 
prove basic  commodity 
products.  Translating  high- 
tech  into  home-tech  has 
already  resulted  in  break- 
through products,  from  food 
processors  to  electronic  irons 

In  1970,  Wilkinson  Sword  introduced 
the  Bonded  Shaving  System, 
which  pioneered  the  princi- 
ple of  fixed  blades.  It 
made  possible  twin 
blade  and  swivel- 
ing  twin  blade 
cartridges. 


and  automatic  blan- 
kets. And  more  are  on 
the  way,  for  Allegheny 
International  is  the 
worlds  biggest  small 
appliance  company, 
with  the  technology 
to  meet  a  world  of  needs . 
For  more  information, 
write  us  at  Box  456  J, 
Two  Oliver  Plaza, 
Pittsburgh,  PA  15230. 


OPPOSITE: 

_  i  ne w  Wilkinson  Sword 
Retractor  is  the  only  disposable 
razor  with  a  blade  that 
retracts  between  shaves.  A 
simple  flick  of  the  thumb  pro- 
tects the  edge  of  "the  world  s 
finest  blade." 


'  Wilkinson  Sword,  Sunbeam. 

™  Retractor,  Bonded. 

©1985  Allegheny  International,  Inc. 


vate.  The  plan  is  complicated,  as  real 
life  tends  to  be,  but  here's  the  logic. 

First,  flash  back  to  December  1983, 
when  MGM/UA  was  trading  at  12  a 
share  and  Kerkorian  made  a  clumsy, 
abortive     attempt     at     a     leveraged 
buyout.  He  offered  to  purchase  the 
49.9%  of  MGM/UA  that  he  doesn't 
own  for  about  $16 
per  share  in  cash 
and    notes.    Af, 
his    offer    was 
laughed-<tff  The 
Street  for  being 
^n'sultingly  low,  Kerkor 
ian  quicJdy  backed  off.  Still 
the  deal  left  an  indelible  impressfon- 
rat    there    are    hidden    values/  in 
^MGM/UA         worth— obviously 
least  $16  a  share.        /    A 

Next, 'flash  forward  to^September 
1984,  when  Kerkoriaryfnade  a  sudden 
tender  offer  to  raise  his  stake  in  the 
MGM  Grand  Hotels  from  5CU2% 
almost  80%.  o>the  common  stocit  for 
%\1  a  share.-He  got  4^rrillionof.th'e  5 
million  shares  he^sbughf,  ending  up 
with  72.6%  ^me.  .eOmnion. 

There^^as^Hiore,  to  the   "master 

'ieory. .     Last       December 

suddenly    announced    it 


/anted  to  buy  back  the  15%  of  the 
Home  Entertainment  Group  sold  to 
the  public  in  1982  to  help  reduce  a 
heavy  debt  load.  MGM/UA  offered 
$28  in  notes,  later  sweetened  to  $34  in 
notes,  for  the  outstanding  HEG 
shares.  Potential  cost:  $121  million. 

The  "master  plan"  theory  became 
more  plausible  still  in  January,  when 


Kerkorian  hired  veteran  producer  Alan 
Ladd  Jr.  as  part  of  a  total  restructuring, 
which  split  MGM  and  United  Artists 
once    again.     MGM/UA    Chairman 
Frank  Rothman  announced — that  is, 
Kerkorian    decreed — that    Ladd    and 
Frank  Yablans,  who  until  then 
headed    both    MGM    and    UA, 
should  each  run  half  of  the  show, 
with  separate  production  staffs. 
The  restructuring  was  seen 
as  Kerkorian's  way  of  mak- 
ing UA  into  a  viable,  inde- 
pendent entity  once  again, 
one  that  could  be  sold,  re- 
portedly to  Japanese  investors.  That 
would  allow  Kerkorian  to  reduce  debt 
or,  conceivably,  provide  cash  to  buy 
the  rest  of  MGM/UA  and/or  MGM 
Grand  Hotels  and  take  them  private. 
No  more  pesky  public  shareholders. 

For  all  its  plausibility,  the  theory 
has  lately  developed  at  least  one  hole. 
In  March,  Yablans  was  fired  and  Ladd 
was  named  to  head  both  studios.  That 
by  itself  would  probably  kill,  at  least 
for  now,  any  deal  to  sell  UA.  Fred 
Benninger,  a  longtime  Kerkorian  advi- 
sor and  currently  president  of  Tra- 
cinda  Corp.,  Kerkorian's  holding  com- 
pany, says  there  never  was  a  plan  to 


Casualty  report 


On  Nov.  21,  1980  a  fire  swept  through  the  main 
casino  area  of  the  MGM  Grand  Hotel  in  Las  Vegas, 
spewing  toxic  smoke  that  killed  85  people  and  injured 
more  than  700  others.  In  addition  to  indelible  memo- 
ries of  the  horror,  the  fire  leaves  a  legacy  of  litigation, 
including  the  court  record  still  building  as  a  result  of  a 
unique  retroactive  insurance  policy — said  to  be  the 
largest  of  its  kind  in  U.S.  history — that  MGM  bought 
shortly  after  the  devastating  blaze. 

MGM  Grand  Hotels  had  only  about  $30  million  in 
liability  insurance  at  the  time  of  the  fire.  But  it  was  able 
to  buy — for  $38  million  in  premiums — $170  million  in 
retroactive  insurance  from  28  carriers.  The  carriers, 
thinking  it  would  take  years  to  settle  all  the  suits, 
counted  on  the  interest  on  the  premium  to  make  the 
risk  worth  their  while.  Instead,  MGM  Grand  settled 
most  cases  in  less  than  two  years,  paying  some  $75 
million  on  more  than  3,000  claims. 

The  retroactive  insurers, 
shocked,  refused  to  pay.  MGM 
Grand  sued,  of  course,  using  mon- 
ey from  current  accounts  and  bank 
loans  to  pay  most  claimants.  A  set- 
tlement was  reached  just  before 
the  trial  was  to  begin  in  March, 
with  the  insurers  agreeing  to  pay 
MGM  $76  million.  The  first  m- 
:nent,  $67  million,  was  paid 
Apr   ' 

MCM  needed  only  a  small  por- 
tion to  pay  off  the  last  of  the 
claims.  The  remainder  went  into 
its  cash  account.  It  must  be  treated 


The  MGM  Grand  Hotel  ablaze  in  1980 


as  income,  since  the  earlier  payments  had  already  been 
deducted  for  tax  purposes. 

The  most  difficult  lawsuit  remaining  relates  to  the 
cost  of  repairs  during  the  nine  months  the  hotel  was 
closed  following  the  fire.  If  MGM  Grand  prevails,  it 
stands  to  receive  about  $90  million,  including  $30 
million  interest,  that  its  insurers  have  so  far  refused  to 
pay.  If  it  loses,  it  will  have  to  pay  back  as  much  as  $92 
million,  from  money  it  has  already  received  from  a 
division  of  Kemper  Insurance  of  Chicago. 

The  insurers  claim  that  MGM  Grand  not  only  re- 
paired the  casino  area  damaged  by  the  fire  but  also 
refitted  the  other  26  floors  to  meet  new  standards  and 
made  other  changes  that  amounted  to  upgrading  the 
property.  Nonsense,  MGM  Grand  says,  arguing  that 
every  floor  was  damaged  by  smoke,  water  and  the 
activities  of  firemen.  And,  says  MGM  Grand,  the  insur- 
ers knew  what  MGM  was  doing  as 
it  was  done. 

The  only  real  question  may  be 
how  much  pf  the  $90  million  it  is 
seeking  MGM  will  get  and  keep. 
The  rebuilding  cost  is  currently  on 
MGM's  books  as  a  $55  million  re- 
ceivable. If  the  payoff  is  over  $55 
million,  the  overage  will  be  taxable 
as  revenue.  If  it  is  under  $55  mil- 
lion, whatever  taxes  are  due  are 
likely  to  be  offset  by  a  writeoff  of 
the  difference.  Either  way,  the 
MGM  Grand's  big  problem  should 
soon  be  what  to  do  with  its  excess 
cash.— A.B.B. 
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Am's  Putting  A  Million  Dollars  Into  Every  747  We  Fly 
b  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


The  money's  going  for  spacious  six-across 
seating,  with  wide  new  seats  and  more 
legroom  than  many  airlines  offer  in  First  Class. 

For  huge  new  overhead  bins  five  times 
larger  than  before,  with  room  for  190  pounds 
of  luggage  or  several  garment  bags  laid  out  flat. 

For  a  new  state-of-the-art  video  system 
that  provides  bigger,  brighter,  clearer  movies. 
For  comfortable  new  electronic  stereo  headsets 
specially  designed  for  high  altitude  hi-fidelity. 

For  a  gracious  new  international  meal 
service  created  by  12  famous  chefs,  and  much, 
much  more. 

It's  Pan  Am's  new  Clipper®  Class.  And  a 
million  dollars  says  it's  the  business  class  to  beat. 

Pan  Am's  New  Clipper  Class. 

You  Cant  Beat  The  Experiencef 


"The  Regent  embodies 

everything  that's  attractive 
about  Sydney. 


Uncompromising 
standards  of  service. 
Superbly  appointed 
guest  rooms.  Marble 
bathrooms. 
Unforgettable  views 
of  the  Opera  House 
and  harbour.  Nowhere 
else  in  Sydney  will  you 
find  such  perfection 
and  style. 


the 


A  REGENT<»1NTERNAT10NAL  HOTEL 
ALBUQ.UERQ.UE,  AUCKLAND  CHICAGO   HJ1    HONG  KONG    KUALA  LUMPUR    LONDON    MELBOURNE    NEW  YORK    SYDNEY  WASHINGTON  DC 

U.S.A.  TOLL  FREE  800-545-4000;  SYDNEY  238-0000,  TELEX  73023. 
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Canada's  Maple  Leaf 

THERE  IS  NO  SIJBSTTTUTE  FOR  PIMTY. 

Call  800-331-1750  for  the  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  Operator  #971. 

Canada    A 


sell  UA.  Benninger  says  that  Yablans 
was  fired  because  of  "an  ego  problem 
[competing  with  Ladd]  and  the  fact  his 
films  haven't  done  very  well."  (Yab- 
lans declined  comment.) 

But  the  rest  of  the  theory  seems  to 
be  holding  up.  One  major  obstacle 
was  resolved  last  month  when  Sum- 
ner Redstone,  the  61 -year-old  owner 
of  National  Amusements,  a  New  En- 
gland movie  theater  chain,  accepted 
Kerkorian's  offer  of  $28  cash  for  his 
7.9%  share  of  HEG  common.  The 
block  had  cost  Redstone  about  $50 
million,  so  he  walks  away  with  a  $15 
million  profit.  But  he  leaves  Kerkor- 
ian  with  a  problem.  The  cash  buyout 
also  has  to  be  extended  to  other  HEG 
holders,  so  now  the  studio,  losing 
money  and   already  burdened   with 


The  movie  company  would, 
seem  to  have  nowhere  to  go 
but  up.  Watchfor  the  new 
James  Bond  picture.  If  it  has 
legs,  so  will  the  stock. 

over  $424  million  in  long-term  debt, 
must  sell  at  least  $126  million  in  i 
bonds  on  the  open  market.  Kerkorian 
must  want,  or  need,  HEG  back  badly. 

What  now?   Kerkorian  has   struc- 
tured his  holdings  so  that  he  can  take 
his  time  and  do  what  he  wants  with- 
out fear  of  corporate  raiders  or  public 
scrutiny.    Thanks    to    an    improved  I 
economy  in  Las  Vegas,  the  end  of  ai 
restaurant  workers'  strike  and  some 
big  insurance  settlements  (see  box,  p. 
170),  the  hotel  company  is  cash  rich 
and  should  report  sharply  increased 
earnings  soon.  The  movie  company, 
once  the  pride  of  Hollywood,  would 
seem  to  have  nowhere  to  go  but  up.  (It: 
had  just  7%  of  the  domestic  movie 
market  in  1984,  lowest  among  major 
U.S.    distributors.)   MGM/UA   stock* 
could  rise  sharply  if  Ladd  can  come  up 
with  some  hits.   Last  month,   after 
MGM/UA  announced  a  loss  of  overii  « 
$80  million  for  the  first  half  of  fiscal 
1985    (ending    Aug.    31),    the    stockk!  i 
gained  a  point. 

If  things  improve,  as  he  expects, 
Kerkorian  should  do  a  great  deal  bet-   saj 
ter  this  year.  If  they  don't,  he  will'  \ 
have  plenty  of  time  and  freedom  to 
make  more  changes.  "Kirk  is  a  tinker- 1  t 
er,"   says  Mario  Gabelli,    entertain- 
ment industry  analyst  and  president 
of  Gabelli  &.  Co.  "He  loves  to  move 
around  the  shells  and  play  the  game." 

And  what  should  MGM/UA  minor- 
ity shareholders  do?  First  clue:  Watch 
the  returns  on  the  new  James  Bond 
picture  this  month.  If  it  has  legs,  sc 
will  the  stock.  ■ 
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An  ancient  proverb?  Nope.  Just 
imple  adage  describing 
wise  use  of  your  money, 
serially  in  today's  economy. 

Leasing  a  new  General 
tors  car  or  light  truck  can 
er  substantial  advantages 
nany  individuals, 
vantages  like  letting  you 
:p  more  of  your  money, 
at's  because  you  don't  need 
lajor  down  payment  with 
[AC  leasing. 

Leasing  can  help  lower 
tithly  payments  because  you 
o  determine  the  cost  of  the 
.icle.  You  help  decide  the  price, 
options  you  want  and  how  long 
lease  will  run.  Generally  a  longer 
5e  means  lower  payments. 


So  GMAC  lets  you  select  the 
term— depending  on  your 
needs. 

When  you  lease,  you  get 
exactly  what  you  pay  for.  Leas- 
ing a  car  is  just  like  renting  any 
other  piece  of  equipment.  If 
you  need  a  vehicle  for  two  or 
three  years,  that's  what  your 
lease  payment  will  be  based 
on— that  portion  of  the 
vehicle's  value  you're  actually 
using,  plus  normal  lease 
financing  costs,  license      A 
and  title  fees  and  taxes.  •% 
If  you'd  like  to  know  more 
about  the  advantages  of 
leasing,  ask  your  GM  Dealer 
for  a  copy  of  "LEASING 
Easy  for  Everyone" 


It's  a  free  information  guide  from 
GMAC.  You  may  be  surprised  just 
how  easy  and  profitable  leasing 
your  next  GM  car  or  light  truck 
can  be  for  you. 

Leasing 

is  as  easy  as... 


leasing  PfPle,r°m 


KT'Mo<°rs 


HEVROLET  •  PONTIAC  •  OLDSMOBILE  •  BUICK  •  CADILLAC  •  GMC  TRUCKS 


Mellon  defines  banking  issues 


Electronic  update; 


In  the  first  issue  of  this  series, 
Mellon  Bank  looked  at  the 
future  impact  of  electronic 
corporate  payments.  Since 
then,  electronic  payments 
have  been  tested  successfully 
and  put  into  use  around  the 
country.  But  payments  are  just 
one  element  of  an  emerging 
system  of  electronic  corporate 
transactions. 

How  will  corporations  transact 
business  with  one  another  in  the 
years  ahead? 

Ordering,  billing,  payment,  and 
other  transactions -now  routinely 
handled  by  mail -will  be  handled 
just  as  routinely  by  computer.  Com- 
panies will  be  able  to  place  an  order, 
receive  a  shipment  notification, 
and  pay  the  bill  without  ever 
resorting  to  paper. 

But  paper  has  served  companies 
well  over  the  years.  What  are  the 
advantages  of  electronic  trans- 
actions? 

The  most  obvious  is  speed.  An  elec- 
tronic order  travels  at  the  speed  of 
light-not  at  the  speed  of  couriers. 
The  sooner  an  order  is  received,  the 
sooner  the  product  can  be  delivered. 
The  sooner  an  invoice  is  received, 
the  sooner  it  can  be  paid. 


designed  to  keep  inventories  at  a. 
'    minimum  level. 

ft 


Will  electronic  transactions  be 
as  reliable  as  paper? 

More  so.  Orders  and  invoices  trans- 
mitted electronically  can  never  be 
lost  in  the  mail.  Nor  are  they  as 
vulnerable  to  human  error,  since 
they're  handled  by  fewer  people.  In 
fact,  electronic  ordering  could  be  an 
important  step  toward  instituting 
"just-in-time"  inventory  manage- 
ment-the  Japanese  technique 


Would  there  be  cost  savings? 

Potentially  huge  ones.  An  Arthu 
D.  Little  study  found  that  the  IL' 
grocery  industry  alone  could  sav 
$300  million  a  year  if  only  half 
of  its  orders  and  invoices  were 
exchanged  electronically 

Where  do  these  savings  come 
from?> 

Primarily  from  the  enormous  rm 
power  costs  involved  in  creating, 
distributing,  and  storing  paper 
documents. 


Twelfth  of  a  series 


Jan  computers  talk  business? 


en  will  the  technology  be 
>lace? 

Iready  is.  Sophisticated  packet- 
aching  networks  allow  computers 
ifferent  sizes,  makes,  and  line 
ids  to  communicate  with  each 
;r.  Data  transmission  standards 
protocols  have  been  developed 
ommittees  of  business  leaders. 
I  banking  networks  have  proven 
nany  years  that  electronic  trans- 
ons  can  be  fast,  reliable,  and 
ire.  After  all,  what  needs  to  be 
ismitted  more  reliably  than 
tey? 

c  dl  that  remains  is  for 
JDorations  to  apply  it? 

'i  even  that.  Many  of  America's 
iing  corporations  already  send 
■  >ceive  corporate  trade  payments 
/  jmputer.  Some  of  them  renegoti- 
*  payment  terms  with  their  trad- 
partners  so  they  wouldn't  lose 
u  idvantages  of  float.  For  example, 
J  Durchaser  had  formerly  gained 
in  days  of  float  while  its  check  was 
i'ie  mail,  it  now  gets  two  extra 
1  to  pay  the  bill.  Dozens  of  banks 
ticipate  in  these  arrangements. 

lit  about  nonfinancial  data? 

m,  too,  several  programs  are 
fcr  way.  More  than  60  firms  in  the 


grocery  industry  exchange  orders 
and  invoices  electronically.  Freight 
carriers  send  electronic  bills  to  ship- 
pers. Retailers  have  been  receiving 
electronic  invoices  from  manufac- 
turers for  years.  The  trucking,  phar- 
maceutical, and  auto  industries  all 
have  start-ups  in  progress. 

Has  anyone  combined  all  these 
functions  in  a  single  integrated 
transaction  system? 

Not  yet,  that  we  know  of.  But  all  the 
technology  is  in  place,  and  several 
companies  are  looking  into  it.  It's 
just  a  matter  of  time. 

Why  haven't  more  companies 
recognized  the  benefits  of 
electronic  data  interchange? 

Many  aren't  aware  of  all  the  work 
that  has  been  done  to  make  it  a 
reality.  All  the  terminology  used  on 
common  business  forms- invoices, 
purchase  orders,  remittances,  bills 
of  lading,  shipping  notices,  and  pay- 
ments-has been  translated  into 
standard  computer  formats.  Dozens 
of  industry  representatives  took 
part  in  this  effort. 

Does  this  spell  the  end  of  written 
communication? 

Hardly.  Paper  documentation  is  no 
dinosaur,  doomed  to  extinction.  But 
electronic  data  interchange  will 
help  ensure  that  paper  continues  to 
serve  business  efficiently,  and  not 
engulf  it. 


Mellon  Bank  has  been  a  pioneer 
in  electronic  corporate  trans- 
actions. In  1983,  we  were  the 
originating  bank  for  the  first 
electronic  trade  payment.  We 
were  one  of  the  first  banks  to 
offer  direct  transmission  of  lock- 
box and  receivables  data.  And 
we  play  a  major  role  in  develop- 
ing standards  for  the  electronic 
transmission  of  payments  and 
nonfinancial  data,  as  a  charter 
member  of  interindustry  com- 
mittees. It's  one  more  way  in 
which  Mellon  provides  premier 
financial  services  to  corporate 
customers. 


Mellon  Bank 

One  of  the  banks  that  define  banking 


Big  steel  is  in  trouble,  but  ministeel  is  sleek, 
profitable  and  the  wave  of  the  future — 
right?  Not  quite,  it  turns  out. 

Like  big  steel, 
like  little  steel 


By  Mark  Clifford 


inisteel  producer  Marion 
Steel  Co.  of  Marion,  Ohio  is 
staggering  back  to  solvency 
after  a  bout  with  bankruptcy.  Bank- 
ruptcy? Weren't  minimills  supposed 
to  be  a  blueprint  for  ailing  industrial 
America?  Well,  it  isn't  working  out 
that  way.  Overcapacity  and  competi- 
tion from  foreign  producers  have  left 
many  minis  scrambling  to  survive. 


"It's  the  great  American  way. 
Where  there's  a  void  everybody 
rushes  in  until  there's  overcapacity," 
sighs  F.  Kenneth  Iverson,  chairman  of 
$660  million  (sales)  Nucor  Corp.,  a 
ministeel  pioneer. 

Minimills  melt  scrap  metal  in  elec- 
tric furnaces  to  produce  their  prod- 
ucts, typically  commodity  items  like 
bars,  rods  and  wire.  The  minis  thus 
avoided  the  larger  capital  costs  of 
mills  that  start  with  ore.  Since  the 


minis  are  newer,  they  mostly  avoided 
burdensome  union  contracts.  But 
ministeel  is  getting  bigger  and  more 
sophisticated — and  now  it  has  big 
steel's  problems. 

Having  overcrowded  the  bar  and 
rod  markets,  the  minis  are  branching 
into  more  specialized  products.  Labor 
cost  advantages  are  disappearing. 
Wage  concessions  have  cut  big  steel 
labor  costs  per  hour  from  $26.70  at 
the  end  of  1982  to  $23  today,  vs.  an 
average  $17  for  the  ministeel  makers. 

Result:  A  survey  of  ministeel  com- 
panies by  Paine  Webber  showed  aver- 
age losses  of  $4  a  ton  pretax  in  1983, 
compared  with  a  profit  of  $44  a  ton  in 
1974.  That's  a  better  showing  than 
the  $88-a-ton  1983  loss  for  big  steel. 
But  were  it  not  for  Nucor,  whose  con- 
sistent profitability  sets  it  apart,  the 
results  for  ministeel  would  have  been 
much  worse.  It  is  difficult  to  assess 
the  profitability  of  the  industry,  since 
most  of  the  country's  more  than  50 
electric-furnace  steel  producers  are 
private  or  are  divisions  of  larger  com- 
panies, but  it  is  certain  that  minimills 
are  having  a  rough  time. 

The  1970s  were  the  golden  era  of 
the  minimills.  They  served  local  mar- 
kets with  simple,  high -volume  items. 
They  benefited  from  long  production 


Computerized  control  room  at  ministeel  mill  of  Raritan  River  Steel  Co.  in  Perth  Amboy,  N.J. 
As  the  minis  get  bigger  and  more  complicated,  so  do  their  problems. 


Armen  Kachaturian 


frsMHst 

Briaiios21steeataij 
riskoisosoewat 
technology to every 
earlier  of  the  mill. 

Ever  wish  you  could  really  con- 
trol your  far  flung  international 
corporate  insurance  program 
from  your  desk  at  HQ's?  Now 
you  can.  Using  Frank  B.  Hall's 
unique  network  that  provides 
on-site  attention  everywhere 
you  have  a  corporate  risk  and, 
through  your  own  personal  ac- 
count representative  locally, 
lets  you  make  the  decisions 
that  provide  a  cohesive,  well- 
controlled,  balanced,  secure 
international  insurance  pro- 
gram for  all  of  your  global  risks. 

Just  as  we  pioneered  new 
insurance  concepts  in  Latin 
America  and  designed  the  first 
worldwide  employee  benefits 
program  decades  ago,  today 
we're  carrying  21st  century 
risk  management  technology 
to  every  corner  of  the  world. 
Why  not  put  Frank  B.  Hall  in 
your  corner.  Wherever  it  may 
be.  We're  the  high-perfor- 
mance insurance  services 
firm  —tough  and  thoroughly 
professional  everywhere 
you  want  us  to  be. 


FRANK    B. 
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jnnectioh  ™ 


vv  Classic  Black"  fountain  pen, 
i<  dels  i'rom  $35  to  $800. 
licai  guarantee. 


Scrap  metal  ready  for  meltdown 

The  whole  world  is  dumping  steel. 


runs,  efficient  equipment,  low-paid 
but  highly  motivated  work  forces  and 
minimal  capital  costs.  Even  today,  to 
build  a  bar  steel  plant  would  cost  a 
minimill  $373  per  ton  of  capacity,  vs. 
$1,967  for  an  integrated  producer. 

The  no-frills  formula  worked  all  too 
well.  U.S.  minimill  capacity  in- 
creased 50%  from  1977  to  1984,  from 
8.9  million  tons  to  13.4  million  tons. 
Minimills'  share  of  U.S.  bar  steel  ship- 
ments surged  from  12%  in  1969  to 
60%  in  1983,  and  their  piece  of  the 
wire  rod  market  leaped  from  13%  to 
42%.  They  may  not  get  much  more. 
"Markets  for  traditional  minimill 
products  have  already  been  largely 
captured  from  the  U.S.'  major  mills," 
warns  Karlis  Kirsis,  director  of  World 
Steel  Dynamics,  a  research  affiliate  of 
Paine  Webber. 

That  means  minimills  are  butting 
up  against  one  another  and  against 
low-cost  foreign  producers.  The 
whole  world  is  dumping  steel.  Figur- 
ing in  the  integrated  mills,  non-com- 
munist-world capacity  is  503  million 
tons  a  year,  while  production  last  year 
was  404  million  tons. 

To  survive,  the  minimills  are  get- 
ting more  technologically  sophisti- 
cated, with  oxygen  injection  and  pro- 
tective water  cooling.  They  are  get- 
ting bigger;  400,000  tons  of  annual 
capacity  is  common  today,  compared 
with  100,000  tons  a  decade  ago.  Some 
"minis"  are  at  a  giant  2  million  tons 
of  annual  capacity. 

The  minis'  range  of  output  is  wider, 
but  now  they  have  to  go  farther  afield 
to  sell  it,  raising  transportation  costs. 
Thin-slab  casting  would  enable  them 
to  produce  specialized  sheet  products. 
But  many  minimills  do  not  have  the 


financial  resources  to  invest  heavily 
in  the  necessary  R&D,  and  big  steel 
might  beat  them  to  it. 

Although  the  economy  as  a  whole 
is  strong,  overcapacity  drove  prices 
for  wire  rod  and  bar  steel  down  1 1  % 
and    17%,    respectively,    from    their  i 
1981  levels  by  the  end  of  1984.  "I 
don't  think  there's  enough  room  just  I 
to   cut    costs,"    says    Edward   Flom, 
chairman  of  Florida  Steel.  "We  need: 
price  increases."  Florida  Steel  report- 
ed net  income  of  $1.4  million  for  its  • 
most  recent  quarter,  compared  withi 
last  year's  net  of  $3.7  million. 

"The  economics  are  simply  noti 
there  for  any  major  price  increases," 
cautions  Gordon  Forward,  chief  ex- 
ecutive of  Chaparral  Steel,  which  is' 
owned  by  Texas  Industries  and  Co- 
Steel  International.  Canada's  Co-Steel 
also  owns  ministeel  producer  Raritan 
River  Steel.  Kidder,  Peabody  analyst  l 
Robert  Hageman  is  blunter.  "Costs 
must  come  down  because  prices  can- 
not be  controlled,"  he  says. 

None  of  this  gloominess  is  apparent 
in  the  public  perception  of  ministeel, 
built  as  it  is  around  Nucor.  "Nucor  is 
always  pointed  at  as  an  example.  It  is 
not  an  example,  it  is  a  flaming  excep- 
tion," says  Richard  Blassey  of  the  De- 
partment of  Commerce. 

Nucor,  for  its  part,  is  waiting  wari- 
ly. The  company  held  $113  million  in 
cash  and  short-term  investments  at 
year-end.  "From  1969  to  1981,  when 
we  built  seven  plants,  the  restrictions 
to  our  expansion  were  financial,"  says 
Nucor's  Iverson.  "In  1981  that  all 
turned  around.  The  opportunities  for 
minimills  were  no  longer  as  good." 
He  can't  alter  a  basic  fact  of  business, 
that  success  breeds  excess.  ■ 
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ttYou  know  when  I  love  to  use  new 
dingers™? 

Outside.  When  I'm  in  Toledo  trying  to 
catch  some  rays.  The  sun  is  beating 
down  on  me,  making  me  squint,  which 
causes  these  little  white  crinkles  all 
around  my  eyes! 

Two  dingers -one  over  each  eye— 
does  the  trick. 

Now,  I  know  dingers  weren't  meant  to 
double  as  sunglasses -well  they're 
more  like  shades  than  glasses-  but, 
did  you  ever  think  that's  only  because 
no  one  ever  thought  of  it  before  me? 

AMPAD  Corporation  created  dingers 
for  the  office.  Which,  when  you  think 
about  it,  happens  to  be  a  great  idea. 

dingers  are  self-sticking  and  remov- 
able notes.  So,  they're  really  conven- 
ient. You  never  need  tape,  staples  or 
paper  clips.  They  cling  to  almost 
everything.  And,  they're  absolutely 
impossible  to  ignore. 

(You  noticed  my  dingers  right  away, 
didn't  you?) 

But  just  because  dingers  are  great  for 
the  office  doesn't  mean  they're  not  just 
as  great  for  other  things,  too.  Like  my 
shades.  (If  you'd  like  a  sample  of 
Clingers  to  start  experimenting  with, 
AMPAD  will  send  you  some.  Free. 
Just  call  1-800-247-2029,  anytime.) 

Oh  yeah,  one  more  thing -Clingers 
come  in  a  lot  of  different  sizes  and 
colors.  Blue,  green,  "pink,  white. 
Yellow's  my  personal  favorite.  Really 
shows  off  the  suntan.55 
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34-331 
1  Pad  000  sheets} 
3ln  x  3ln 
76.2mm  x  70.2mm 
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Light  through  glass. 

In  the  Middle  Ages  they  used  it  to  tell  stories. 

The  message  is  still  clear. 
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MANUFACTURING  PLANTS:  ANN  ARBOR.  MI 
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Light  through  glass. 

Today  Northern  Telecom  uses  it  to  transmit 

images,  voices,  and  data  simultaneously. 


,-.* 


In  the  Middle  Ages,  stained  glass  was  a  powerful  communications  device,  a  way  of 
instructing  a  population  that  was  mainly  illiterate.  The  life  of  Christ,  the  deeds  of  . 
the  saints,  and  the  adventures  of  kings  were  all  told  vividly  and  wordlessly. 

Today  w^re  still  pouring  light  through  glass  to  communicate.  We're  sending 
voices  and  data,  digitally  coded  in  tiny  pulses  of  light,  through  fiber  optic  cable. 

In  Saskatchewan,  Northern  Telecom  is  building  the  longest  digital  fiber  optic 
netwprk  in  the  world.  When  it's  completed,  it  will  offer  a  rural  population,  scattered 
over  100,000  square  miles,  facilities  for  transmitting  voice,  data,  video,  and 
facsimiles  of  documents  and  photographs. 

Northern  Telecom  is  both  a  major  manufac-  ^ 

turer  of  fiber  <  iptic  pr<  iducts  and  a  w<  >rld  leader         M-^k^9^    northern 
in  digital  teleo  immunicatii  >ns  techn<  >1<  >gy  I    B      telecom 

We  already  have  thousands  of  digital  switch-        B   W^P 

j  systems  in  service  or  on  order,  serving  the; 

equivalent  of  Over  16  million  telephone  lines  —  For  further  information  write: 

far  mnrp  thin  qnv  nthpr  Nnrth  A  mprimn  northern  Telecom  Inc..  Public  Relations  Ik 

iar  more  man  any  otnei  i\  onn  American  259  CumbeHand  Bcm,  sashviiiv.  m 372 

manufacturer.  A  long  time  ago,  we  saw  the  light.       Orcaiimm\ 256-5900,  Ext.  42m. 
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If  you're  planning  to  do  business  in  Germany, 
you  should  look  for  a  bank  that  understands 
a  bit  more  than  just  German  business. 


You  need  an  international  bank  that's  at 
home  in  Germany.  A  bank  that  can  not  only 
help  you  with  the  complexities  of  the  German 
market,  its  laws  and  regulations,  but  can  also 
appreciate  the  implications  for  your  interna- 
tional business.  A  bank  thaf  s  large  enough 
to  offer  you  all  the  financial  services  you 
need,  yetflexible  enough  to  produce  detailed 


solutions  to  specific  national  problems. 
We  are  Germany's  second  largest  bank,  with 
1,000  domestic  branches,  and  over  eighty 
offices  worldwide.  After  being  in  international 
business  for  more  than  a  century  we  work  for 
about  1 00,000  companies.  We  can  offer  you 
a  profound  knowledge  of  German  business 
-  and  a  bit  more. 


On©  of  the  leading  banks  in  the  world. 

Dresdher  Bank  A<3 

Head  Office:  Frankfurt/Main,  Fedf.  Rep.  of  Germany. 

In  USA:  Nfevy  York,  Chicago,  Los  Angeles,  Houston,  iliami 


Bank  with  imagination 


Wondering  tbhy  the  average  investor  can't 
make  money  in  commodities  like  cotton? 
Take  a  walk  along  Front  Street,  Memphis. 
Or  talk  to  Billy  Dunavant. 

King  Cotton's 
crown  prince 


By  Arthur  Jones 


Don't  be  fooled  by  tumble- 
down Front  Street,  Memphis. 
Men  make  millions  here — the 
hard  way:  They  risk  every  cent.  All 
they  have  to  do  is  guess  the  quality  of 
the  cotton  crop  before  it  is  planted 
and  which  way  the  commodity  mar- 
ket's going.  Every  minute  of  the  day. 

Even  with  cash-flush 
big  grain  traders  nosing 
their  way  in  during  the 
last  decade  or  so,  cotton 
still  has  the  aura  of  a  fam- 
ily business,  an  old-fash- 
ioned world  where  a  fel- 
low can  start  from  no- 
where, with  nothing 
except  his  ability  to  find 
someone  with  cotton  to 
sell,  the  smarts  to  know 
its  quality  and  the  knack 
of  finding  someone  who 
wants  to  buy  it.  Listen  to 
Frank  Weathersby,  who, 
with  his  son  Frank  ILT, 
trades  at  110  South  Front 
Street: 

"I  was  looking  for 
someone  to  buy  cotton  for 
one  day  in  1959.  A  friend 
of  mine,  a  much  older 
man,  told  me,  'I  know  a 
guy  you  would  get  along 
fine  with — because  you're 
both  pistols.'  And  I  said, 
'Who  is  that?'  And  he 
says,  'You  know  Billy 
Dunavant?'  " 

Cotton  may  no  longer 
be  king,  but  Dunavant  is 
still  its  crown  prince.  In 
cotton's  colorful  but  close 
world,  everyone  knows 
Billy  Dunavant,  biggest  of 
the  son-and-pop  oper- 
ations. He  started  with  a 


tiny  firm  upstairs  from  where  Frank 
Weathersby  now  operates,  and  built  it 
into  the  world's  largest  independent 
cotton  merchant,  with  offices  from 
Hong  Kong  to  Sao  Paulo  (son  Billy  III 
is  in  the  Osaka  office)  handling  more 
than  $1  billion  worth  of  cotton  a  year. 
Dunavant  Enterprises  employs 
more  than  1,000  people  worldwide 
and  is  worth,  conservatively,  in  ex- 


Front  Street,  Memphis 

Up  or  down,  act  at  once. 


cess  of  $100  million.  Billy  Dunavant 
is  worth,  conservatively,  50%  of  that, 
plus  the  Memphis  Showboats  football 
team  (worth  maybe  $5  million).  But 
one  foot  wrong  in  the  market  and  he 
can  be  back  where  he  started,  on 
South  Front. 

How  Billy  Dunavant  did  it  is  a 
primer  in  how  the  novice  can  lose  his 
or  her  1  7i6-inch  Strict  Low  quality 
cotton  shirt  in  commodities.  On 
Front  Street  or  Wall  Street  they'll  tell 
you  Billy  Dunavant  not  only  was  ear- 
ly in  new  markets,  like  China,  but  he 
also  helped  pioneer  new  buying  meth- 
ods, such  as  buying  cotton  from  the 
farmer  by  the  acre  before  it  was  plant- 
ed. Dunavant  developed  a  way  of  cut- 
ting in  the  farmer  on  price  rises  over  a 
certain  amount,  which  preceded  by  25 
years  the  establishment  of  cotton  op- 
tions on  the  New  York  Cotton  Ex- 
change in  1984. 

But  none  of  this  on  its  own  was 
enough.  He  had  to  guess  which  way 
the  market  was  going.  "There  are 
some  very  big  firms  sitting  out  there 
just  waiting  to  catch  me  with  the 
wrong  foot  in  the  market,  the  way  I've 
caught  them,"  says  a  shirt-sleeved 
Dunavant.  He  is  sitting  in  the  feature- 
less, one-story  Dunavant 
Enterprises  headquarters 
in  suburban  Memphis  for 
which  he  forsook  South 
Front  some  time  ago.  "But 
it  hasn't  happened  yet." 
Not  in  cotton,  anyway. 

"Honestly,"  he  says,  "I 
think  the  secret  to  being  a 
successful  cotton  mer- 
chant is  a  God-given  tal- 
ent of  timing.  Some  peo- 
ple can  play  baseball  and 
some  people  can  be  presi- 
dent of  General  Motors.  I 
don't  think  I  can  do  either 
of  those,  but  I  have  the 
talent,  a  sense  of  feel,  for 
the  commodity  market." 
Dunavant  can  prove 
that — because  his  sense  of 
feel  all  too  often  deserts 
him  when  he  invests  out- 
side of  cotton,  whether  in 
coal  mines  or  raising 
bears. 

Coal  mines?  Bears? 
Dunavant  Enterprises 
once  bought  a  coal  mine 
in  Harlan,  Ky.  that  was 
making  $2  million  a 
month  for  someone  who 
knew  as  much  about  coal 
as  Dunavant  knows  about 
cotton.  By  the  third 
month  under  Dunavant 
ownership  the  once-prof- 
itable   mine    was    losing 
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It's  not  just  that  life  expectancy  is  higher 
in  recent  years. 

It's  also  that  growing  numbers  of  men  and 
women  are  expecting  more  of  life  as  they 
pass  50  — and  fulfilling  those 
expectations. 

TV,  magazines  and  newspapers  are  now 
spreading  the  word  that  mature 
Americans  are  a  very  vigorous  and  vital 
part  of  our  society. 

This  is  hardly  news  to  Modern  Maturity 
—  the  magazine  that  talks  directly  to 
25,458,000  active,  interested  readers. 

The  ones  that  other  media  only  talk 
about. 


Modern  Maturity. 

America's  3rd  largest  magazine. 


{<    Carbide  Tipped 
Technology 


Modern  highway  planers  lift  off,  chew  up  and  spit  out  mile  after 

mile  of  rock-tough,  hardened  asphalt.  For  teeth  these  machines  rely 

upon  incredibly  strong  carbide  bits,  specifically  engineered  for 

impact  resistance  by  Fansteel  VR/Wesson. 

This  combined  technology  has  added  an  entirely  new  dimension  to 

the  efficiency  of  highway  repair  and  construction.  But  it  is  only 
typical  of  ways  Fansteel  VR/Wesson  —  and  other  Fansteel  divisions 
are  meeting  technological  challenges  in  a  wide  variety  of  industries. 

It  will  pay  you  to  know  more  about  us. 


Landed 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


$300,000  a  month.  "It  was  a 
debacle,"  he  says.  "My  father 
taught  me:  'When  you  get  in 
a  bad  deal,  get  out.'  "  Duna- 
vant  took  a  loss  and  got  out. 

The  bears?  Dunavant  once 
owned  a  couple  of  bears, 
which  he  kept  on  his  1,500- 
acre  Mississippi  retreat.  One 
day  one  of  the  bruins  was 
found  "just  laying  there."  A 
doctor  pronounced  it  dead, 
and  it  was  duly  buried.  Only 
later  did  Dunavant  put  two 
and  two  together:  "Maybe 
the  bear  went  into  hiberna- 
tion and  we  buried  the  fool." 

Billy  Dunavant  may  not      

know  much  about  bears,  but  he 
knows  cotton.  His  father  was  a  part- 
ner in  the  small  Memphis  cotton  mer- 
chandising firm  of  T.J.  White  &  Co. 
After  graduating  from  McCallie  prep 
in  Chattanooga  and  spending  two 
years  at  Vanderbilt,  Dunavant  came 
home  to  Memphis  in  1952  to  attend 
Memphis  State  part-time  and  work 
for  his  father. 

Even  though  the  U.S.  cotton  indus- 
try was  besieged  and  in  retreat — com- 
petition for  U.S.  export  markets  from 
overseas  producers  was  growing,  and 
synthetic  fibers  were  becoming  very 
popular — Dunavant  saw  a  way  to 
make  money  in  a  generally  low-profit 


Billy  Dunavant 
Cotton  yes,  bears  no. 


industry:  volume. 

By  the  late  1950s  Billy's  aggressive 
nature  made  T.J.  White  decide  to  re- 
tire, so  the  Dunavants  renamed  the 
company  W.B.  Dunavant  &  Co.  In 
1961  Billy's  father  died  at  the  age  of 
52 — Billy's  age  now — so  at  28,  Billy 
Dunavant  was  left  with  nothing  but 
his  reputation,  a  volume  of  about 
150,000  bales  a  year  and  crushing 
loans  at  the  old  First  National  Bank  of 
Memphis. 

"I  went  down  and  met  with  them, 
and  they  decided  to  swing  with  me," 
says  Dunavant,  whose  U.S.  and  for- 
eign bank  lines  of  credit  today  total 
$660  million.  And  he  needs  it,  be- 


cause while  Dunavant  is  big 
among  the  son-and-pops, 
he's  middling  alongside  gi- 
ants that  have  flocked  into 
cotton,  such  as  Cargill,  Con- 
tinental Grain,  Bunge  and 
Louis  Dreyfus. 

The  competition  doesn't 
faze  Dunavant.  As  long  as  he 
can  re'tain  his  feel  for  the  spot 
market,  and  hedge  his  bets  in 
the  futures  and  options  mar- 
ket, he's  secure. 

But  that's  not  so  easy,  even 
for  Billy  Dunavant.  So  imag- 
ine what  chance  the  average 
investor  has:  The  chance  to 

lose  his  or  her  100%  cotton 

button-down  playing  against  experts 
like  Dunavant  and  the  grain  giants 
who  have  to  get  it  right  to  survive. 

On  Front  Street  people  like  Frank 
Weathersby  will  tell  what  the  com- 
modity market  is  like  by  recalling  the 
buyer  for  a  group  of  mills  sent  up  to 
New  York  to  watch  the  cotton  mar- 
ket. After  a  few  days,  the  story  goes, 
he  wired  back:  "Some  think  it  will  go 
up.  Some  think  it  will  go  down.  I  do, 
too.  Act  at  once."  The  real  reason 
Billy  Dunavant  is  the  biggest  of  the 
cotton  independents  is  that  he  under- 
stands such  messages.  Hibernating 
bears  probably  wish  he'd  stick  to  what 
he  knows.  ■ 


The  goose  that  lays  the 
golden  eggs  is  not  only 
rare,  it's  reliable. 

And  it's  found 
in  South  Carolina, 
where  the  eggs 
are  solid  gold— 
not  just  empty 
promises. 

Our  unique 
technical  training 
centers,  abundant 
energy,  major  market 
access  and  good 
transportation    \ 
all  help  South 
Carolina  main- 


itspromise. 

e  J..  tain  a 


tain  a  high  level  of  productivity. 
Ours  are  also  among 
the  lowest  work  stop- 
page and  business 
failure  rates  in 
America. 

South  Carolina. 
Where  the  rare 
bird  thrives.  And 
keeps  its  promise. 


1984  SCSDB 


Director,  South  Carolina  State  Development  Board,  ^ 

P.O.  Box927,  Suite 302R,  Columbia,  S.C.  29202,(803)  758-3145,  TWX 810-666-2628.  s£fr 


On  the  Docket 


The  more  delay,  the  less  the  cost  of  a  judg- 
ment for  defendant  companies — thanks  to 
prejudgment  interest.  That  interest  should 
always  go  to  winning  plaintiffs. 


The  law's  delay 


By  Anthony  Baldo 


Why  do  lawsuits  drag  on  so 
long?  One  important  reason 
is  that  defendants  often  bene- 
fit from  delay.  The  longer  the  trial 
goes  on,  the  more  they  make  on  the 
money  they  may  soon  have  to 
pay  out.  Particularly  if 
they're  insurance  companies. 

That  "prejudgment  inter- 
est," as  lawyers  dub  it,  can 
equal  or  exceed  the  judgment 
itself.  For  example,  take  ($30 
million  sales)  Contractor 
Utility  Sales  Co.,  Inc.,  which 
sued  ($1.2  billion  sales)  Cer- 
tainTeed  Corp.  for  fraud  and 
breach  of  contract  in  1977. 
After  six  years  of  court  delay, 
Contractor  was  awarded  $3.8 
million  by  a  federal  district 
court  in  March  1983. 

Hey,  said  the  plaintiff,  how 
about  the  income  Certain- 
Teed  made  on  that  $3.8  mil- 
lion while  the  case  was  drag- 
ging through  litigation?  The 
court  denied  Contractor's  re- 
quest for  prejudgment  inter- 
est. "As  a  result,  we  really 
didn't  make  anything  on  the 
lawsuit,"  says  Ron  Lance, 
president  of  Contractor  and 
Marathon  Plastics  Inc.  Cer- 
tainTeed  had  been  the  main 
supplier  to  Contractor,  one  of 
the  nation's  largest  distribu- 
tors of  poiyvinylchloride 
pipe,  which  had  to  find  an- 
other supplier  after  the  law- 
suit. Eventually  it  borrowed 
at  16%  to  22%  interest  rates 
to  build  its  own  supply  com- 


pany, Marathon.  In  four  years  those 
interest  payments  alone  came  to  $4 
million. 

Where  prejudgment  interest  law 
prevails,  the  picture  differs.  Take  the 
four-year-old  patent  infringement  suit 
that  Shiley  Inc.,  a  Pfizer  subsidiary, 


won  against  Bentley  Laboratories,  an 
American  Hospital  Supply  Corp.  sub- 
sidiary. A  federal  district  court  in  Feb- 
ruary awarded  Shiley  over  $44  million 
in  damages,  including  $7.8  million  in 
prejudgment  interest.  The  case  is  now 
under  appeal  to  the  U.S.  Court  of  Ap- 
peals for  the  Federal  Circuit. 

But  only  29  states  now  have  some 
type  of  prejudgment  interest  statute 
for  tort  cases,  although  the  concept  has 
precedent  for  contract  breaches  and 
other  civil  offenses  in  many  jurisdic- 
tions. Defendants  who  don't  have  to 
worry  about  prejudgment  interest  are 
simply  rewarded  for  courtroom  foot- 
dragging.  This  is  particularly  true  for 
insurance  companies,  since  they  are 
taxed  prospectively  rather  than  retro- 
actively. When  they  are  dragged  into 
court  they  put  an  amount  equal  to  the 
claim  into  a  tax-deductible  reserve, 
which  can  be  invested.  That  is  shown 
on  their  tax  books  as  an  "underwriting 
loss,"  reducing  taxable  income  imme- 
diately. The  insurance  companies 
simply  argue  that  it's  their  money  to 
use  as  they  please  until  they  lose  the 
case  and  that  they  have  a  le- 
gitimate right  to  challenge 
claims  they  find  unjustified. 

But  for  all  insurance  writ- 
ten between  1978  and  1983, 
the  Association  of  Trial  Law- 
yers of  America  claims  insur- 
ers paid  out  $1.4  billion  in 
losses  on  malpractice  cases, 
yet  took  in  $1.7  billion  in  in- 
vestment income  on  the 
money  set  aside  for  payment. 
Now  look  at  auto  liability 
claims  for  the  same  period: 
$71.5  billion  in  losses  was 
paid  out  by  insurers,  and  $9.2 
billion  was  gained  in  invest- 
ment income.  The  trial  law- 
yers are  straining  to  make  a 
propaganda  point:  Don't 
blame  us  for  soaring  medical 
costs,  blame  the  insurance 
companies.  That's  sheer  non- 
sense,  of  course.  But  it  is  cer- 
tainly true  that  the  invest- 
ment income  on  the  money 
reserved  for  claims  does  re- 
duce losses  on  malpractice 
insurance,  giving  the  compa- 
nies an  incentive  to  stall. 

Says  Bernard  Genest,  a 
structured-settlement  spe- 
cialist: "The  lack  of  prejudg- 
ment interest  [in  some  states] 
is  a  disincentive  for  insurance 
carriers  to  settle  their  cases 
promptly."   ■ 
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OF  THE  BIG  THREE  IN 

BUSINESS  SOFTWARE,  WHO'S 

THE  REAL  NUMBER  ONE? 


Obviously,  your  number  one  choice  should  be  the  one 
that  solves  the  greatest  number  of  problems  for  you  and 
your  company.  The  one  whose  product  line  produces  the 
best  information,  causes  the  fewest  headaches  and  pro- 
vides the  maximum  data  processing  efficiency. 

No  product  line  can  give  you  all  three  unless  it's  been 
designed,  from  the  ground  up,  as  a  genuinely  integrated 
group  of  systems. 

But  if  you  compare  the  product  lines  of  the  big  three, 
you'll  discover  a  surprising  fact.  Two  offer  the  mere 
appearance  of  integration,  while  one  offers  the  real  thing. 
Millennium.  A  true  family  of  systems  in  which  the  whole 
works  as  smoothly  as  any  part.  In  which  every  package 
has  the  same  query  mechanism,  the  same  report  writers, 
the  same  screen  generation,  the  same  on-line  documenta- 
tion, security  and  real-time  capabilities.  Giving  you  more 
efficiency  than  ever  before  from  all  your  data  processing 
resources. 

Of  the  big  three  in  business  software,  who's  really 
number  one? 

Finding  out  should  be  your  number  one  priority. 

McCORMACKa  BODGE 


McCormack  &  Dodge ,  1225  Worcester  Road,  Natick,  MA  01760   Sales  and  support  offices  throughout 
North  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 


M'Cormack  &  Dodge 


nn  a  company  of 

M9MM  The Dun&BudslrccI Corporation 


Taxing  Matters 


Edited  by  Geoffrey  Smith 


No,  the  Norfolk! Conrail  deal  isnt  just  a 
huge  tax  shelter.  But  there's  a  nice  tax 
sweetener  if  Norfolk  can  get  at  it. 

A  question  of 
depreciation 


By  Hark  Clifford 


Everyone  thinks  we're  buying 
Conrail  for  the  tax  gimmicks, 
but  we're  not,"  grumbles  John 
Turbyfill,  executive  vice  president  of 
finance  for  Norfolk  Southern. 

It's  hard  to  argue  with  that.  If  ap- 
proved by  Congress,  the  Conrail  ac- 
quisition will  be  a  beautiful  deal  for 
Norfolk  even  without  tax  gimmicks. 
It  will  strengthen  Norfolk's  position 
in  the  northeastern  and  mid-Atlantic 
markets  now  dominated  by  CSX  and 
Conrail.  It  will  create  the  nation's 
largest  freight  railroad,  originating  al- 
most half  the  traffic  east  of  the  Mis- 
sissippi. It  will  also  cut  Norfolk's  de- 
pendence on  cyclical  coal  traffic. 

And  all  this  at  a  price  so  favorable 
that  the  government  may,  in  effect, 
end  up  paying  Norfolk  to  take  a  pros- 
perous Conrail  out  of  federal  hands. 
Norfolk  pays  $1.2  billion  for  the  gov- 
ernment's 85%  interest  in  Conrail 
and  another  $375  million  for  the  15% 
of  the  company  owned  by  Conrail  em- 
ployees. It  gets  a  railroad  with  $800 
million  in  cash  and  a  fully  funded 
pension  fund.  (Indeed,  Conrail's  pres- 
ent management,  which  opposes  the 
sale,  maintains  that  the  pension  fund 
is  $150  million  overfunded.) 

Although  there  are  limitations  on 
what  Norfolk  can  do  with  that  $800 
million  in  cash,  the  effective  purchase 
price  is  certainly  no  more  than  $775 
million,  no  matter  how  you  figure  it. 
That's  a  bargain  price;  the  federal  gov- 
ernment has  poured  $3.2  billion  into 
Conrail  since  it  was  created  from  the 
wreckage  of  the  Penn  Central  and  six 
other  bankrupt  railroads  in  1976. 

Turbyfill  is  quick  to  point  out  that, 


under  the  agreement,  Norfolk  will  be 
giving  up  Conrail's  $1.8  billion  in  net 
operating  loss  carryforwards,  as  well 
as  over  $300  million  in  unused  invest- 
ment tax  credits.  If  the  IRS,  after  an 
audit,  reduces  Conrail's  depreciable 
tax  base,  however,  Norfolk  can  make 
up  the  difference  by  drawing  on  the 
"surrendered"  net  operating  losses. 
Further,  Norfolk  shrewdly  negotiated 


federal  government  will  cease  to  be  a 
shareholder  at  the  very  moment  the 
debt  is  forgiven,  there  was  the  chance 
the  IRS  would  treat  some  of  the  for- 
given debt  as  taxable  income  to  Con- 
rail. In  that  case,  Norfolk  would  make 
up  the  difference  by  drawing  on  a  war- 
ranty. (As  it  happens,  the  Treasury 
agrees  the  forgiven  debt  will  not  be 
taxable.) 

That's  all  pretty  straightforward. 
No  tax  gimmicks  there  so  far.  But 
there  is  the  possibility  of  a  real  tax 
sweetener  if  Norfolk  can  get  at  it.  It 
involves  what  happens  to  Conrail's  $3 
billion  depreciable  asset  base  for  tax 
purposes.  Norfolk  does  not  have  any 
warranty  here.  The  Transportation 
Department  feels  those  depreciation 
charges  should  shelter  only  Conrail 
earnings,  not  Norfolk  Southern  earn- 
ings. To  discourage  tax-motivated 
transactions,  the  Internal  Revenue 
Service  won't  let  an  acquirer  use  the 
acquired  depreciable  tax  base  to  shel- 
ter its  earnings  unless  that  tax  base 
exceeds  the  purchase  price  by  no  more 
than  15%.  In  the  case  of  Conrail  it's 
more  than  90% . 

Norfolk  thinks  it  can  counter  that 


Norfolk  and  Conrail  erigines  meeting  in  Alexandria,  Va. 

Is  Conrail's  $3  billion  depreciable  tax  base  available  to  Norfolk? 


warranties  that  largely  protect  it 
against  other  unfavorable  tax  conse- 
quences. Norfolk  doesn't  really  ex- 
pect to  call  on  the  guarantees;  they 
were  included  to  protect  against  un- 
anticipated tax  events. 

For  example,  Congress  forgave  and 
canceled  Conrail's  $3.2  billion  debt 
and  preferred  stock  to  the  government 
when  it  decided  to  sell  Conrail  in 
1981.  Generally,  if  a  stockholder 
chooses  to  forgive  a  debt,  it  is  treated 
as  a  nontaxable  contribution  to  the 
corporation's  capital.  But  since  the 


one.  Look  at  all  the  restrictive  cov- 
enants we  had  to  accept  to  do  the  deal, 
it  says.  Those  covenants  naturally  re- 
duced the  price  we  were  willing  to 
pay.  For  example,  Norfolk  must  con- 
tinue to  run  Conrail's  business  sub- 
stantially as  it  is  now  conducted;  for 
the  first  five  years  it  must  spend  at 
least  $1.75  billion  on  capital  improve- 
ments, it  must  refrain  from  deferring 
maintenance,  and  it  must  keep  a  con- 
trolling interest  in  Conrail.  Add  back 
the  value  of  the  covenants,  along  with 
millions  in  capitalized  leases  of  roll- 
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Do  women  give  better  advice  than  men? 
United  Telecom  asked  Dear  Abby. 


There's  never 
been  a  successful 
male  advice  columnist. 
On  the  whole,  women  are  inclined 
to  be  more  compassionate,  so  in  matters 
of  the  heart  a  woman  is  more  likely  to 
be  consulted. 

i  On  what  do  you  base  your  advice? 

Most  of  it  is  just  horse  sense,  and  horse 
sense  can  only  be  found  in  a  stable  mind. 
Seriously,  I  think  we  all  know  how  to 
behave,  but  most  people  who  write  are  just 
seeking  approval — asking  Dear  Abby  to  tell 
them  it's  OK. 

Is  that  healthy? 

Oh,  yes,  absolutely!  It's  a  sign  of  strength 
to  ask  for  advice  instead  of  suffering  in 
silence  and  playing  the  martyr. 

What's  your  most  common  advice? 

Tell  the  person  what's  on  your  mind.  A  boy 
writes:  "I  wish  my  Dad  would  pay  more 
attention  to  me."  I  say,  tell  him!  In  the 
same  words  you  used  to  tell  me.  A  young 
woman  writes,  "I'm  going  with  a  guy  who's 
just  a  sweetheart  but  there's  no  chemistry 
and  I  can't  see  myself  marrying  him."  Tell 
him!  Or,  "I  know  my  mother-in-law  doesn't 
like  me  but  I  wish  we  could  be  closer." 
Just  tell  her. 


Following  are  excerpts 
from  an  exclusive 
United  Telecom  interview 
with  internationally 
syndicated  columnist 
Abigail  Van  Buren. 


closeness.  What's  missing? 
Honest  communication. 
That's  what  it's  all  about. 


Isn't  it  just 
communication? 

At  the  root  of  almost  every  problem  is 
failure  in  communication.  Many  couples 
spend  years  together — living  parallel 
lives,  without  experiencing  the  ultimate 


United  Telecom 


Do  men  have 
unique  problems? 

When  men  were  httle 
boys,  they  were  taught 
it  wasn't  masculine  to  cry. 
But  emotions  have  no  gender. 
When  you  make  a  mistake,  admit 
it.  When  you  feel  lousy,  admit  it.  If 
you're  hurting,  say  so.  And  if  somebody 
deserves  praise,  give  it.  It's  the  masculine 
thing  to  do.  It's  the  feminine  thing  to  do. 
It's  the  human  thing  to  do. 


^L  bigail  Van  Buren  is  the  most 

/  %   widely  read  newspaper  col- 
JL    JL   umnist  in  the  world  today, 
with  a  following  of  some  80  million  loyal 
readers.  We're  happy  to  share  her 
thoughts  on  communication. 

Communication  is  our  business.  We've 
been  providing  telecommunications 
services  since  the  1890s.  Now,  we've 
created  a  new  company,  US  Telecom, 
to  compete  in  the  rapidly  growing  intercity 
communications  market.  We're  building 
a  23,000-mile  nationwide  fiber  optic  net- 
work to  give  US  Telecom  the  highest  possi- 
ble quality  for  its  full  range  of  voice,  data 
and  video  services. 

With  more  than  5  billion  dollars  in 
assets,  we  have  a  large  and  growing  stake 
in  serving  one  of  man's  most  basic  needs. 
The  need  to  communicate. 

For  more  information  and  reprints 
of  our  ad  series,  write  D.F.  Forsythe, 
United  Telecom,  Box  11315,  Kansas  City, 
MO  64112. 


or 

gives  you  many 
ways  to  grow. 


From  acquiring  an  education 
to  acquiring  a  company. 
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From  financing  new  trucks 

to  collecting  on  the  products  they  carry. 


For  flexible,  imaginative  business  and  per- 
sonal financing,  CIT  Financial  Corporation 
offers  you  experts  who  know  your  require- 
ments, your  local  conditions,  and  above  all, 
vour  potential  for  growth.  Call  toll-free: 
1-800-C1T-6500. 


CIT  Financial  Corporation 

The  network  of  financing  specialists 


A  compan>  ot  Manufacturers  Hanovei 


ing  stock,  and  the  price  is  far  higher — 
within  the  15%  limit. 

All  in  all,  though,  it's  hard  for  Nor- 
folk to  complain  about  those  cov- 
enants, since  most  of  them  are  de- 
signed to  make  sure  it  operates  Con- 
rail  as  a  profitable  business.  After  all, 
the  sale  is  being  made,  not  for  busi- 
ness reasons,  but  because  the  federal 
government  has  decided  it  has  no 
business  operating  freight  trains.  To 
pretend  that  the  government  will  re- 
alize anything  close  to  $1.2  billion 
from  the  sale  is  nonsense. 

There  is  no  guarantee  that  all  terms 
of  the  sale  will  stand  up.  Congress 
must  approve  them  in  a  special  bill, 
and  a  number  of  influential  congress- 
men are  already  criticizing  it  as  a  give- 
away. Norfolk  says  that  if  Congress 
changes  its  agreement  with  the 
Transportation  Department,  it  will  be 
forced  to  reconsider.  Archrival  CSX, 
now  pulling  together  a  counteroffer 
with  Morgan  Stanley  for  a  stand-alone 
Conrail,  has  also  attacked  the  merger 
on  antitrust  grounds. 

Norfolk  and  the  Department  of 
Transportation  argue  that  any  attacks 
on  the  deal  as  a  tax  giveaway  should 
be  leveled  at  the  tax  code.  After  all, 
most  of  the  same  advantages  would  be 
available  in  the  sale  of  a  theoretically 
independent  Conrail. 

Turbyfill  is  right,  Norfolk  isn't  just 
buying  Conrail  for  tax  gimmicks.  But 
if  it  wins  the  right  to  use  Conrail's 
depreciable  assets  to  shelter  its  own 
earnings,  it  sure  sweetens  the  deal.  A 
long  shot,  maybe,  but  one  Norfolk 
thinks  is  worth  pursuing. 


And  the  little  guys? 

One  of  the  Treasury  Department's 
prime  targets,  when  the  Tax  Equi- 
ty &  Fiscal  Responsibility  Act  was 
working  its  way  through  Congress  in 
1982,  was  the  "completed  contract" 
method  of  income  tax  accounting  for 
long-term  construction  projects.  The 
Treasury  thought  certain  large  con- 
tractors, like  those  in  defense,  were 
abusing  the  method — understating 
taxable  income  by  throwing  tomor- 
row's costs  as  well  as  today's  against 
today's  income. 

Treasury  proposed  instead  the 
"progress  payments"  method.  Con- 
tractors would  recognize  the  cash  re- 
ceipts received  on  work  in  progress 
and  take  related  expenses.  But  Con- 
gress didn't  think  that  was  practical. 
So  the  tax  collectors  clamped  down 
on  the  loopholes  in  the  existing  meth- 
od, making  sure  a  wide  range  of  to- 
morrow's costs  were  deferred  along 
with   tomorrow's   taxable   revenues. 


192 


This  was  only  logical,  they  said,  since 
the  whole  idea  of  the  long-term  con- 
tract method  was  to  match  long-term 
expenses  with  long-term  revenues. 

Trouble  was,  the  crackdown  made 
no  allowances  for  small  contractors 
who  don't  have  cost-plus  or  add-on 
contracts  that  the  big  defense  contrac- 
tors enjoy.  Their  money  is  often  tied 
up  all  year  long  in  one  or  two  projects, 
and  they  have  no  way  of  knowing  how 
much  they  will  make  on  them.  "A 
contractor  does  not  know  whether  he 
will  have  any  net  taxable  income  un- 
der a  multiple-year  contract  until  his 
contract  has  been  completed  and  his 
work  accepted,"  says  William  Har- 
vey, president  of  the  6,000-member 
National  Association  of  Plumbing- 
Heating-Cooling  Contractors. 

Also,  says  Richard  Garrett,  a  tax 
consultant  with  Coopers  &.  Lybrand, 
potential  abuses  are  arguably  much 
smaller  with  small  contractors.  It's 
the  big  boys  the  government  is  really 
after,  anyway. 

All  this  made  sense  to  Congress, 
and  small  builders  got  special  relief  in 
the  1982  act:  Contractors  with  aver- 
age annual  gross  receipts  of  $25  mil 
lion  for  three  years  or  less — or  con- 
tracts of  less  than  three  years'  dura- 
tion— were  exempted. 

But  Treasury  never  gives  up.  Now 
the  department  is  proposing  these  ex- 
emptions be  abolished.  The  construc- 
tion industry  is  convinced  that  unfair 
hardship  will  follow  if  Treasury  has 
its  way.  Builders  argue  three  points: 

First,  since  contractors  use  the 
fixed-price  method  of  bidding,  the 
profit  can't  be  determined  until  the 
contract  is  over.  Those  expected  prof- 
its could  well  evaporate  in  the  next 
calendar  year  because  of  some  last- 
minute  glitch. 

Second,  says  Glenn  Graff,  chief  fi- 
nancial officer  for  Linbeck  Construc- 
tion Corp.,  a  Houston  general  con- 
tractor, cash  flow  would  obviously  be 
decreased  for  both  large  and  small 
contractors.  The  big  firms  may  be  able 
to  get  through,  he  says,  but  "many 
small  companies  would  not  be  able  to 
stay  in  business." 

Third,  there's  the  question  of  book- 
keeping. Small  contractors  operating 
out  of  the  basement  of  their  own 
homes  may  not  have  the  accounting 
skills  needed  for  the  paperwork. 

The  small  builders  have  a  point. 
Why  should  they  pay  for  the  sins  of  the 
giant  defense  contractors?  And  the  IRS 
has  little  to  gain  in  tax  revenues,  espe- 
cially if  some  small  contractors  sim- 
ply can't  afford  to  stay  in  the  game. 

Those  exemptions  deserve  to 
stay. — Jack  Willoughby 
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Efficient.  Effective. 
Every  bit  Swiss. 


Efficient.  Effective.  Expertly  designed  to  do  it  all. 

In  that  same  Swiss  tradition,  our  versatile  insurance 
programs  are  well  organized  and  well  planned. 

Expertly  designed  to  protect  every  facet  of  your 
business. 

We  do  it  with  tough-minded  Swiss  professionalism. 

Open-minded  American  ingenuity 


And  unrivaled  financial  stability. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  efficiency. 


Zurich-American 

American  Creativity  Swiss  Dependability. 


985  Zurich  Insurance  Company 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg.  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Numbers  Game 


Mortgage  bankers  had  a  ball  with  collater- 
alized mortgage  obligations  for  a  while. 
But  you  cant  dance  all  night. 


Who's  got 
the  risk? 


By  Barbara  Rudolph 


Q 


uestion:  Suppose  a  mortgage 
banker  sets  aside  a  bunch  of 
mortgages  as  collateral  for  a 
collateralized  mortgage  obligation 
(CMO)  that  he  can  sell  to  big  institu- 
tions. Can  the  banker  take  those 
mortgage  "assets"  off  his  balance 
sheet  so  that,  with  fewer  assets,  his 
return  on  assets  will  rise? 

There's  a  whole  lot  riding  on  the 
answer.  Over  $18  billion  worth  of 
CMOs  have  been  sold  since  the  prod- 
uct was  created  in  June  1983 — a  sig- 
nificant percentage  of  the  total  by 
mortgage  bankers. 

The  Financial  Accounting  Stan- 
dards Board  concluded  recently  that 
the  banker  probably  can't  regard  those 
mortgages  as  "sold"  because  he  hasn't 
really  transferred  title  to  the  CMO 
buyer.  Unlike  a  Ginnie  Mae,  where 
the  buyer  actually  owns  a  sharevof  the 
underlying  mortgages,  a  CMO  buyer 
owns  a  bond  backed  by  mortgages. 

Only  the  accountants  are  happy 
about  that  FASB  decision.  Buyers  who 
prefer  CMOs  to  Ginnie  Maes  like 
them  because  they  have  a  little  more 
call  protection.  In  a  Ginnie  Mae,  the 
interest  and  principal  are  passed  di- 
rectly to  the  investor,  which  means 
an  investor  can't  be  sure  what  interest 
rate  he  will  be  getting.  If  rates  fall, 
homeowners  refinance  and  pay  off 
their  principal,  and  the  bondholder  is 
saddled  with  a  lump  sum  to  invest  at 
lower  rates.  If  rates  rise,  the  principal 
may  be  tied  up  in  low  rates  for  years. 

CMOs  don't  entirely  eliminate  that 
interest  rate  risk,  but  they  do  mini- 
mize it  by  creating  several  different 
classes  of  bonds  inside  a  pool,  each 


with  different  maturities.  Payments 
on  principal  go  first  to  pay  off  the  first 
class,  then  the  second  and  so  forth. 
And  the  principal  is  paid  quarterly  or 
semiannually,  instead  of  monthly, 
thus  providing  some  call  protection. 

That  added  protection  has  enticed 
investors — most  of  them  large  insti- 


Chis  B  Sl.ickm.in 


tutions,  but  also  some  small  investors 
who  can  buy  CMOs  in  denominations 
as  small  as  $1,000. 

But  now,  because  of  the  FASB  bulle- 
tin, the  game  has  changed.  "These  are 
very  stringent  rules,  making  it  much 
more  difficult  to  qualify  for  sale  ac- 
counting," says  John  Stewart,  a  part- 
ner at  Arthur  Andersen.  After  reading 
the  FASB  bulletin,  says  Norwest 
Mortgage  Corp.'s  Senior  Vice  Presi- 
dent Maurice  Collison,  "We  went 
back  and  licked  our  wounds." 

Collison's  unhappiness  arises  from 
a  key  provision  in  the  document  refer- 
ring to  "residual  interest."  It  comes  in 
two  different  forms.  The  mortgage 
banker    could    overcollateralize    his 


bonds — holding,  say,  $100  million 
worth  of  mortgages  and  issuing,  say, 
$80  million  worth  of  CMOs.  In  this 
case  he  makes  money  on  the  differ- 
ence, or  "residue,"  as  the  collateral 
principal  is  paid  off. 

He  also  earns  a  "residue"  of  interest 
from  a  difference  in  payment  sched- 
ules: The  mortgage  banker  has  bor- 
rowed money  to  issue  the  mortgage, 
and  he  is  earning  interest  on  that 
money  daily — in  T  bills,  for  example. 
Using  those  mortgages  as  collateral, 
he  sells  the  CMO.  But  the  bond  pays 
interest  only  semiannually  or  quarter- 
ly. So  he  can  invest  that  money  for  his 
own  account  in  the  meantime. 

Fine,  says  the  FASB.  You  can  make 
money  on  either  residue,  but  only  a 
"nominal"  amount.  What  is  nominal? 
The  board,  in  a  perhaps  ironic  gesture, 
refers  the  reader  to  the  American  Heri- 
tage Dictionary,  where  the  word  is  de- 
fined as  "insignificantly  small  or  tri- 
fling." Not  a  nice  way  to  have  your 
profit  margins  described. 

What  is  bad  news  for  mortgage 
bankers,  however,  could  be  good  news 
for  home  builders,  who  are  major  issu- 
ers of  CMOs.  Most  home  builders  al- 
ready account  for  the  CMOs  as  debt. 
For  tax  reasons,  they  would  not  want 
to  account  for  them  as  sales.  They 
would  have  to  pay  taxes  on  that  lump 
sum.  Better  to  tuck  all  that  debt  away 
on  the  balance  sheet  of  an  unconsoli- 
dated finance  subsidiary.  So,  to  the 
extent  that  the  FASB  rules  make  issu- 
ing CMOs  less  attractive  to  mortgage 
bankers,  it  leaves  the  market  less 
crowded.  That  helps  the  survivors. 

Of  course,  mortgage  bankers  have 
not  thrown  in  the  towel  altogether. 
Wall  Streeters  are  surely  going  to  try 
to  restructure  the  product.  "Mortgage 
bankers  were  disheartened,  but  the 
product  is  not  going  to  dry  up  because 
of  the  FASB  ruling,"  says  Patricia 
Sloan,  vice  president  of  mortgage  fi- 
nance at  Salomon  Brothers. 

That  kind  of  remark  troubles  at 
least  one  FASB  board  member,  Art 
Wyatt,  a  former  partner  at  Arthur  An- 
dersen. Wyatt's  minority  view  is  that 
the  bulletin  did  not  go  far  enough  in 
limiting  this  new  form  of  off-balance- 
sheet  financing.  "If  we  were  closing 
the  door,  we  should  have  been  more 
forthright,"  he  says.  "Now  it  appears 
there  is  a  sliver  of  opportunity  [to 
account  for  a  CMO  as  a  sale]." 

A  straightforward  ruling  from  the 
FASB  would  certainly  be  refreshing. 
But,  then  again,  Wyatt  has  been  a  board 
member  for  only  five  months.  ■ 
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Direct  banking, 
worldwide 

Statement  by  the  Chairman,The  Rt.  Hon*  Lord  Barber 


Profits  before  taxation  of  Standard 
Chartered  PLC  for  the  year  to 
31  December  1984,  including 
associated  companies'  profits,  amounted  to 
£290  million,  which  was  8%  higher  than  in 
1983.  This  figure  was  struck  after  specific 
and  general  provisions  of  £169  million 
against  bad  and  doubtful  debts  of  which 
£51  million  relate  to  general  provisions. 
We  have  continued  to  take  a  cautious  view 
of  asset  quality  in  all  our  major  trading 
areas  and  have  considered  it  prudent  to 
establish  a  high  level  of  specific  provisions, 
as  well  as  nearly  doubling  the  allocation  for 
general  provisions;  the  latter  now  stand  at 
£200  million.  This  policy  has  also  been 
reflected  in  the  balance  sheets  published 
by  Union  Bank  and  Standard  Bank 
Investment  Corporation. 

In  1984,  due  primarily  to  tax  changes 
in  the  United  Kingdom  and  South  Africa, 
the  tax  charge  is  proportionately  higher 
than  the  year  before  and  this  has  resulted 
in  a  fall  in  profits  after  taxation  and 
minority  interests  to  £100  million  com- 
pared with  £114  million  in  1983. 

An  interim  dividend  of  9.5  pence  per 
share  was  paid  in  October  and  the  recom- 
mendation of  the  Board  is  for  a  final 
dividend  of  19.0  pence,  payable  on  17  May 
1985,  to  shareholders  registered  on 
25  April.  The  total  payment  for  the  year 
of  28.5  pence  per  share  is  covered  2.3  times 
by  earnings. 

The  operating  results  for  1984  reflect 
excellent  performances  from  South  Africa, 
mainly  in  the  commercial  banking  busi- 
ness, and  from  Union  Bank  in  California. 
However,  the  South  African  contribution 
to  Group  results  was  diminished  by  the 
23%  depreciation  of  the  rand  against 
sterling.  Hong  Kong  operations  recovered 
strongly  from  the  property  related  difficul- 
ties experienced  in  1983.  Elsewhere  in  the 
Asia  Pacific  region  Malaysia  recorded  a 
satisfactory  increase  in  profits,  but 


Singapore's  results  were  disappointing 
owing  to  a  combination  of  intensely  com- 
petitive conditions,  bad  debt  provisions 
and  a  temporary  loss  of  revenue  of  approxi- 
mately £5  million  on  the  newly  completed 
building.  Our  banking  activities  in 
Tropical  Africa  again  achieved  satisfactory 
overall  results.  In  the  United  Kingdom,  our 
treasury  and  eurocurrency  activities  again 
advanced  to  higher  profit  levels  whilst  the 
commercial  banking  branches  recovered 
well  from  the  disappointing  results  of  the 
previous  year.  Chartered  Trust  also  had  a 
satisfactory  increase  in  profits. 

Profits  before  taxation  include  non- 
recurring losses  of  £18  million  relating  to 
the  write-down  of  certain  investments  in 
South  East  Asia,  a  realignment  of  the  US 
branches'  bad  debt  provisions  to  generally 
accepted  US  practice  and  a  50%  provision 
on  the  Johnson  Matthey  Bankers 
indemnity. 

An  amount  of  £16.4  million  has  been 
set  aside  as  an  extraordinary  item  in  respect 
of  the  adverse  impact  of  the  1984  Finance 
Act  on  the  Group's  tax-variable  lease  port- 
folio. Following  the  announcement  in  the 
recent  South  African  budget  of  a  special 
levy  on  banking  deposits,  an  amount  of 
£5.6  million,  representing  Standard 
Chartered's  share  of  the  estimated  Rand 
24  million  charge,  has  also  been  included 
as  an  extraordinary  item. 

The  effect  of  exchange  rate  movements 
on  pre-tax  profits  was  broadly  neutral, 
with  the  benefit  of  a  stronger  US  dollar 
being  counterbalanced  by  devaluation 
against  sterling  of  the  South  African  rand. 

Total  assets  employed  increased  by 
£5.6  billion  to  £34-5  billion;  approximately 
£3.1  billion  of  the  increase  relates  to  the 
effect  of  currency  movements. 

In  November  1984,  US$300  million  of 
subordinated  capital  was  raised  by  an  issue 
of  undated  floating  rate  notes  for  deploy- 
ment in  the  eurocurrency  business  of  the 
Group.  In  view  of  the  permanent  nature 


of  such  capital,  we  have  thought  it 
appropriate  to  show  this  issue  separately 
from  the  Group's  dated  loan  capital  and 
to  classify  it  as  permanent  capital  employed 
in  the  business  along  with  the  equity  funds 
of  ordinary  and  minority  shareholders.  It 
is  attractive  for  us  to  have  such  permanent 
capital  raised  in  US  dollars,  one  of  our 
principal  trading  currencies.  Also  in 
November,  US$100  million  of  floating  rate 
subordinated  notes  due  1996  was  raised  in 
the  United  States  to  support  the  growth  of 
Union  Bank  and  served  to  raise  its  capital 
ratios  comfortably  above  US  regulatory 
requirements. 

Shortly  after  the  end  of  the  year,  the 
Group  was  invited  to  develop  proposals 
for  a  full  commercial  banking  licence  in 
Australia.  This  is  an  important  step  in 
the  development  of  our  business  both  in 
Australia  and  in  the  Pacific  Basin  as 
a  whole. 

While  fluctuating  exchange  rates 
provide  the  opportunity  for  profitable 
foreign  exchange  dealing  by  the  Group 
round  the  world,  they  also  profoundly 
affect  both  our  level  of  earnings,  when 
translated  into  sterling,  and  our  capital 
requirement.  Approximately  60%  of  the 
assets  of  the  Group  are  denominated  in 
United  States  dollars  or  in  currencies 
closely  linked  to  the  dollar.  The  strength 
of  the  dollar  in  1984  has  meant  that  there 
has  been  a  sizeable  increase  in  the  capital 
requirement  on  the  consolidated  balance 
sheet  arising  largely  from  the  change  in 
the  exchange  rate.  Conversely,  were  the 
dollar  to  depreciate  the  capital  require- 
ment would  be  reduced  and,  at  the  same 
time,  earnings  in  sterling  terms  would  also 
be  affected. 

The  large  and  frequent  fluctuations  in 
exchange  rates  which  are  taking  place  at 
present  emphasise  the  importance  for  an 
international  bank  of  maintaining  a  wide 
geographical  spread  of  its  assets  and  of  its 
operations. 
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Copies  of  the  Report  and  Accounts  and  of  the  Chairman's  Statement  may  be  obtained  from: 
Union  Bank,  Public  Relations  Department,  445  South  Figueroa  Street,  Los  Angeles,  California  90071 


Numbers  Game 


The  FASB's  compromise  proposal  on  put- 
ting pension  liability  on  the  balance  sheet 
wont  placate  corporations  and  accoun- 
tants. But  it  should  please  investors. 

Pass  that  peace 
pipe 


By  Jill  Andresky 


When  the  Financial  Account- 
ing Standards  Board  proposed 
that  companies  put  net  pen- 
sion liabilities  or  assets  directly  on 
their  balance  sheets  late  in  1982,  it 
triggered  one  of  the  fiercest  account- 
ing battles  in  years.  Over  500  firms 
entered  the  fray,  including  IBM,  Gen- 
eral Motors  and  R.J.  Reynolds. 
Many  protested  that  the  proposal 
would  wreak  havoc  on  their  net 
worth  and  frighten  off  shareholders 
and  bankers  alike. 

This  spring  the  FASB  passed  the 
peace  pipe — a  final  exposure  draft 
with  some  key  compromises: 

•  Employers  will  still  have  to 
show  their  total  pension  liabili- 
ties (but  not  assets)  on  the  bal- 
ance sheet.  They  will,  however, 
be  able  to  figure  them  on  current 
salaries.  Originally,  the  board 
wanted  companies  to  estimate 
how  much  each  employee  could  be 
expected  to  earn  by  the  time  he 
retired.  "By  that  change  alone,  the 
FASB  has  probably  taken  billions 
of  dollars  from  what  they  proposed  for 
the  balance  sheet  in  1982,"  reckons 
John  Stewart,  a  partner  in  Arthur  An- 
dersen's accounting  principles  group. 
Projections  based  on  future  salaries 
will  still  be  required,  but  they  can  be 
buried  in  the  footnotes. 

•  In  calculating  pension  costs  every 
year,  employers  will  essentially  be 
able  to  base  their  interest  assump- 
tions on  annuity  rates,  now  around 
12%.  Financial  officers  tend  to  use 
much  more  conservative  assumptions 
about  how  much  their  money  will  be 
able  to  earn,  currently  around  8%  or 


so.  So  future  interest  income  assump- 
tions could  rise  significantly.  "That 
also  is  going  to  push  the  liability 
number  down,"  says  Dale  Gerboth,  a 
partner  at  Arthur  Young.  "I  suspect 
that  if  the  proposals  of  the  exposure 
draft  were  adopted  right  now,  no  more 
than  5%  of  companies  would  end  up 
with  a  liability  on  the  balance  sheet." 
•  For  companies  that  rack  up  such 
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liabilities — by  increasing  plan  bene- 
fits, for  example — FASB  has  invented 
an  intangible  asset  that  will  corre- 
spond in  size  with  the  added  liability. 
That  arbitrary  "asset"  will  neatly 
avoid  forcing  companies  with  such 
unfunded  pension  liabilities  to  take 
conceivably  damaging  charges  to  net 
worth.  The  banks  may  not  be  con- 
vinced by  this,  so  investors  shouldn't 
be.  As  Lawrence  Bader,  managing  di- 
rector of  pension  consultants  William 
M.  Mercer-Meidinger,  says,  "Lenders 
may  well  decide  that  the  liability 
looks  real  to  them  but  that  the  asset 


doesn't  mean  anything." 

Despite  such  crucial  compromises 
by  the  FASB,  the  business  community 
is  still  crying  foul.  "A  lot  of  people 
feel  that  the  old  rules  were  adequate," 
says  John  P.  Wiskowski,  a  partner  at 
Kwasha  Lipton.  "We  are  not  the  only 
actuarial  firm  that  feels  there  was  no 
need  for  this  sort  of  overkill." 

Companies  don't  like  being  forced 
to  amortize  pension  costs  on  the  in- 
come statement  over  the  average  re- 
maining working  life  of  their  employ- 
ees. That's  a  much  shorter  period  than 
most  are  using  now.  Average  remain- 
ing working  life  is  about  14  years,  says 
the  FASB,  whereas  most  companies 
now  use  20  or  30  years.  Heavily 
unionized  firms,  which  regularly 
sweeten  pensions  in  labor  disputes, 
will  have  to  recognize  costs  even  fast- 
er. Also  controversial:  a  proposal  that 
all  firms  use  the  same  actuarial  meth- 
od to  calculate  pension  costs.  They 
can  now  use  several  methods,  which 
makes  comparisons  difficult. 

But  the  main  gripe  of  the  300  or  so 
employers  and  others  who  are  expect- 
ed to  file  comments  by  the  June  21 
deadline  is  having  to  put  a  total  pen- 
sion number  on  the  balance  sheet  at 
all.  "Even  though  there  wouldn't 
be  many  companies  reporting  net 
liabilities  today,  most  realize  that 
this  happy  state  of  affairs  could 
disappear  shortly  if  interest  rates 
tumbled,  for  example,  and  plans 
suddenly  became  less  well  funded 
than  they  are  now,"  says  Arthur 
Young's  Gerboth.  Companies  are 
arguing  that  details  about  pen- 
sion liabilities  belong  in  foot- 
notes. The  numbers  are  too  vola- 
tile to  project  accurately,  they  say. 
Granted,  it's  tough  to  make  fi- 
nancial projections  for  20  and  30 
years  down  the  road.  But  that  task  is 
a  fact  of  life.  Until  companies  are 
forced  to  record  their  complete  pen- 
sion bills  on  their  balance  sheets, 
sweetening  benefits  will  remain  an 
easy  out  when  it's  time  to  raise  salaries 
or  negotiate  union  contracts.  Such 
tradeoffs  only  saddle  future  manage- 
ments with  excessive  liabilities — a 
fact  that  investors  deserve  to  see 
spelled  out  on  the  balance  sheet. 

It  looks  as  if  the  FASB's  proposals 
will  be  adopted  despite  all  the  grum- 
bling. "If  these  are  liabilities,  they 
belong  on  the  balance  sheet,"  says 
FASB  board  member  Art  Wyatt  flatly. 
Score  one  for  the  investor  .  .  .  and, 
we  are  pleased  to  say,  for  the  oft- 
criticized  FASB.  ■ 
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If  high  technology  gives  you  high  anxiety, 
we  cut  it  down  to  size. 
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i  epping  into  the  jungle  of 
fusion  surrounding  telecom- 
ications  is  no  picnic, 
pnf  licting  advice...demands 
you  make  a  decision. ..it  all 
|s  to  anxiety.  At  our  NYNEX 
Jpanies  we  remove  it. 
orried  about  what  equipment 
ust?  Or  who? 

lax.  We  don't  make  any  of  it. 
re're  free  to  select 
I  >est  from  different  sources, 
n't  keep  up  with  new 
nologies? 
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We  can  and  do. 

By  the  time  you've  heard  about 
something  new,  NyNEX  technical 
experts  have  already  investigated 
its  capabilities,  located  its  weak- 
nesses, and  determined  its 
effectiveness. 

Worrying  about  obsolescence? 

Don't.  As  new  technologies  are 
approved,  we  automatically  inte- 
grate them  into  our  network.  So 
you  avoid  the  downtime  needed 
for  an  update  later  On. 

No  matter  how  high  your  anxiety, 


After  all,  in  today's  high-tech  jungle 
nobody  is  more  at  home  than  we  are. 

NYNEX  is  the  parent  company  of 
New  York  Telephone  and  New 
England  Telephone,  plus  other 
companies  that  offer  business  com- 
munications equipment,  cellular 
services  and  directory  publishing. 

For  more  information, 
call  (800)  441-1919. 
In  Utah,  call  (800)  453-9000. 

It  pays  to  know  us. 


NYNEX 


Careers 


The  libel  persists  that  college  jocks,  for  all 
their  muscle,  have  pea-size  brains.  But  if 
that  were  true,  so  many  jocks  wouldn't  be 
making  it  from  locker  rooms  to  executive 
suites.  Maybe  something  else  is  going  on. 

Executive  sweat 


By  John  A.  Byrne 


Do  ex-athletes  make  better  ex- 
ecutives? Is  there  as  much  to 
be  learned  on  the  playing  field 
as  in  the  library? 

Well,  to  hear  ex-jocks  tell  it,  you'd 
better  believe  it.  And  there  is  strength 
in  their  numbers.  Consider  just  a  few 
intercollegiate  competitors  of  yore 
who  are  prominent  today. 

President  Reagan,  you  will  recall, 
was  not  only  an  offensive  guard  for 
Eureka  College's  Red  Devils  from 
1928  to  1932  but  also  won  letters  in 
track  and  swimming.  Vice  President 
Bush  was  captain  of  Yale's  baseball 
team  in  1948.  IBM's  CEO  John  Akers 
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played  hockey  for  Yale  in  the  mid- 
1950s.  Manufacturers  Hanover's  CEO 
John  McGillicuddy  played  football  at 
Princeton.  CBS'  CEO  Tom  Wyman 
was  a  varsity  soccer  player  for  Am- 
herst College  in  1951. 

Some,  such  as  Phillips  Petroleum 
CEO  C.J.  (Pete)  Silas  and  Phelps 
Dodge  CEO  George  Munroe,  might 
not  have  completed  their  educations 
at  all  but  for  sports.  Silas  went 
through  Georgia  Tech  on  a  four-year 
basketball  scholarship.  Munroe's 
hoop  moves  at  Dartmouth  were  even 
better;  they  eventually  brought  him  a 
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$4,000  pro  contract  with  the  old  St. 
Louis  Bombers  in  1946  that  helped 
pay  for  Harvard  Law  School.  (Munroe 
also  played  one  year  with  the  Boston 
Celtics.) 

Robert  E.  Mercer,  chief  executive  of 
Goodyear  Tire  &  Rubber,  was  a  Yale 
outfielder  in  the  mid- 1940s.  Alex 
Kroll,  CEO  of  Young  &.  Rubicam,  was 
a  center  for  Rutgers  University's  foot- 
ball team  in  1960  and  1961.  The  Ail- 
American  then  played  a  year  for  the 
New  York  Titans.  Donald  Rumsfeld, 
CEO  of  G.D.  Searle,  played  football 
and  wrestled  during  his  four  years  at 
Princeton.  Paul  Choquette,  president 
of  Gilbane  Building  Co.,  played  foot- 
ball at  Brown  University.  Heinz  CEO 
Tony  O'Reilly  is  probably  better 
known  in  Ireland  for  his  rugby  ex- 
ploits than  his  business  acumen.  Da- 
vid Packard,  chairman  of  Hewlett- 
Packard,  played  football  for  Stanford 
in  the  early  1930s.  Corporate  maraud- 
er and  Mesa  Petroleum  Chairman  T. 
Boone  Pickens  went  to  Texas  A&M 
on  a  basketball  scholarship.  The  list 
goes  on. 

In  fact,  it's  hard  to  find  a  single 
major  corporation  in  America  that 
lacks  a  former  jock  in  the  executive 
suite.  We  are  not  talking  about  to- 
day's brand  of  superjocks,  mind  you, 
who  are  earmarked  for  the  pros  practi- 
cally from  the  cradle.  We  are  talking 
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about  degree-earners,  at  institutions 
where  education  still  counts  for  more 
than  game  attendance. 

Indeed,  these  days  only  the  most 
superb  athletes,  attending  schools 
where  sports  is  very  big  business,  can 
seriously  entertain  hopes  of  playing 
professionally.  The  odds  of  making 
pro  from  the  high  school  level  are  at 
best  1  in  2,000  for  football  and  basket- 
ball. At  the  college  level  only  1  out  of 
100  students  playing  football  or  bas- 
ketball goes  on  to  at  least  one  year  of 
pro  ball.  The  survivors  last,  on  aver- 
age, all  of  four  years.  "They  have 
much  better  odds  of  becoming  a  doc- 
tor or  a  lawyer,"  says  Eric  Zemper, 
NCAA  research  coordinator.  Or  a  suc- 
cessful businessman. 

Do  athletics  really  help  season  men 
and  women  into  better  executive  tim- 
ber? Or  do  the  best  and  brightest,  who 
seem  to  excel  at  almost  everything, 
naturally  succeed  at  sports,  too? 

There's  no  romance  to  the  latter 
notion — no  one  likes  to  think  himself 
so  gifted  that  his  successes  are  practi- 
cally preordained.  The  ex-jocks  them- 
selves clearly  prefer  to  think  that 
sports  helped  them  hone  their  career 
skills. 

"I  don't  think  there's  much  differ- 
ence between  getting  up  to  make  a 
major  sales  presentation  or  moving  up 
to  the  plate  with  the  bases  loaded  and 
the  score  tied  in  the  bottom  of  the 
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ninth,"  says  William  Fello,  president 
of  Xerox  Computer  Services,  the  $100 
million  Xerox  Corp.  unit.  Fello  played 
third  base  for  Miami  University's 
Redskins  and  the  U.S.  Marines  in  the 
early  1970s. 

He  vividly  recalls  a  critical  full-day 
sales  pitch  to  General  Motors  and  its 
newly  acquired  EDS  unit  in  Detroit, 
an  at-bat  that  yielded  Xerox  a  grand- 
slam,  multimillion-dollar  contract. 

"When  the  ten  of  us  walked  out  of 
the  building,  I  realized  that  this  is 


what  team  play  is  all  about.  We  won 
that  contract  together.  It  was  like 
playing  an  away  game." 

Six-foot-six-inch  Pete  Silas  of  Phil- 
lips, whose  basketball  skills  earned 
him  and  his  teammates  a  gold  medal 
at  the  Pan-American  Games  in  1955, 
notes  the  value  of  learning  team  play. 
"You  realize  quickly  that  you  can't  do 
it  all  yourself.  If  one  man  is  a  better 
shot  than  the  other,  they  feed  him  the 
ball.  You  play  the  game  around  the 
team  you  have,  just  as  you  adjust  to 
skills  in  management." 

Sports  can  teach  humility,  too. 
Robert  Mercer,  CEO  of  Goodyear,  re- 
members trying  out  for  third  base  at 
Yale  under  the  eye  of  Red  Rolfe,  the 
New  York  Yankee  third  baseman  of 
the  Thirties,  who  coached  Yale's  Bull- 
dogs. Rolfe  insisted  that  Mercer 
switch  to  the  outfield.  "The  way  you 
play  third,"  Rolfe  told  him,  "that's 
where  most  of  the  balls  are  going  to  go 
anyway." 

Mercer  went  on  to  earn  three  letters 
as  an  outfielder,  had  an  unsuccessful 
tryout  with  the  Brooklyn  Dodgers  at 
Ebbets  Field  and  wound  up  at  Good- 
year in  1947— where  he  played  out- 
field for  Goodyear's  industrial  team. 
He  was  named  CEO  in  1982. 

"Baseball  gets  you  out  of  your  shell, 
makes  you  a  public  figure,"  Mercer 
says.  "You  have  to  develop  poise 
when  you're  at  the  plate  facing  a 
pitcher.  And,  as  in  business,  you  learn 
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to  savor  the  victories  and  live  with 
the  defeats." 

Former  All-American  center  Kroll, 
CEO  of  Y&R,  remembers  the  sweat. 
"I  began  to  realize  the  tremendous 
amount  of  sacrifice  it  takes  to  win," 
he  says.  "I  would  lift  weights,  work 
out,  take  protein  pills  and  go  through 
a  lot  of  pain,  and  maybe  we  won  by 
one  point.  But  I  also  remember  how 
good  it  felt  to  win.  This  duality  be- 
tween sacrifice  and  the  satisfaction  of 
success  is  the  most  important  lesson 
of  sports." 

T.  Boone  Pickens,  who  as  a  skinny 
five-foot-ten-inch  guard  often  gave 
away  size  to  opponents,  learned  early 
that  sometimes  you  have  to  gamble  to 
win,  but  there  are  no  guarantees.  He 
recalls  a  critical  high  school  game  in 
1947,  when  he  was  a  star  guard  for 
Amarillo  High.  During  the  state  semi- 
final playoff  game,  Pickens  was  guard- 
ing San  Antonio's  Kyle  Rote,  who 
would  later  star  in  the  NFL.  Rote  stole 
the  ball  from  Pickens,  who  quickly 
mauled  Rote.  Rote  got  a  free  shot,  and 
San  Antonio  edged  out  the  Amarillo 
Sandies  37  to  36. 

The  lesson:  Play  to  win.  "We  were 
the  underdogs  in  most  of  the  deals 
we've  been  in,  but  we  never  pan- 
icked," says  Pickens  today.  "In  sports 
I  found  you  can  be  behind  and  come 
back." 

Tony  O'Reilly,  CEO  of  H.J.  Heinz, 

Trustees  of  Amhersl  College 


observes:  "People  often  play  a  sport 
the  way  they  play  life.  Sports  mimic 
business.  You  see  the  people  who  quit 
and  those  who  don't." 

O'Reilly  was  on  hand  in  March  to 
watch  his  son,  Tony,  walk  off  Ire- 
land's Lansdowne  Road  in  tears  after  a 
defeat  to  Blackrock  College  in  a  na- 
tional rugby  championship  semifinal. 
It  was  deja  vu.  As  captain  of  Belvedere 
College's  team  in  1954,  O'Reilly 
trudged  off  the  same  field  a  loser  in 
the  finals  of  the  national  rugby  cham- 
pionship to  the  same  school.  "I  was 
able  to  hug  him  and  say  'I  know  exact- 
ly'how  you  feel,'"  says  O'Reilly. 
"You  learn  a  great  deal  from  a  team 
sport  where  triumph  and  disaster — 
two  of  the  most  testing  experiences  in 
life — are  separated  by  only  seven 
days." 

If  ex-jocks,  who  now  wear  their  pin- 
stripes   with    lapels,    wax    religious 


about  sports,  where  does  that  leave 
their  nonathletic  underlings? 

John  F.  Johnson,  president  of  execu- 
tive recruiter  Lamalie  Associates, 
Inc.,  points  out  that  women,  in  par- 
ticular, suffer  if  they  are  sports  dumb. 
"Most  successful  women  have  suc- 
ceeded as  doctors  or  lawyers,  all  of 
which  are  independent  occupations," 
he  says.  "Few  have  succeeded  in  the 
corporate  environment,  and  I  attri- 
bute that  to  their  lack  of  knowing 
how  to  be  part  of  a  team.  They  haven't 
been  in  a  huddle.  They  haven't  had 
that  opportunity." 

The  times  are  a-changing,  of  course. 
Today  82,500  of  the  268,500  student 
athletes  at  NCAA  schools  are  wom- 
en. Back  in  1967  only  15,000  women 
played  sports  at  NCAA  schools. 

Still,  for  all  the  rewards  of  sports, 
wouldn't  these  executives  have  been 
better  off  hitting  the  books  rather 
than  fielding  liners  and  dunking  bas- 
kets? The  stats  seem  to  support  the 
athletes.  Korn/Ferry  International  ex- 
ecutive recruiters  surveyed  some 
1,700  successful  senior  executives  at 
the  500  largest  U.S.  corporations  and 
found  that  half  had  played  college 
sports.  Not  just  intramurals,  mind 
you,  but  varsity  level. 

Yet  fewer  than  2%  of  the  students 
at  the  800  schools  that  are  members 
of  the  National  Collegiate  Athletic 
Association  are  good  enough  to  play 
intercollegiate  athletics. 

To  paraphrase  Wellington,  corpo- 
rate battles,  too,  are  won  on  playing 
fields.  ■ 


Munroe,  George 
Dartmouth,  '43 
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AMI 

AMI  owns,  manages  and  develops  hos- 
pitals and  provides  health  care  services 
throughout  the  world.  AMI  had  record 
earnings  of  $155.2  million  or  $1.85  per 
share  on  revenues  of  $2.5  billion  in  FY 
1984.  Increased  utilization  of  AMI  facilities 
and  services  as  it  responds  to  the  changing 
health  care  marketplace,  should  result  in 
further  earnings  gains  of  15-20  percent 
over  the  next  few  years. 


The  future  is  a  place 
of  die  imagination.  ,\i 


Arnluuxl  Publications, 


Affiliated 
Publications,  Inc. 


is  the  parent  company  of  The  Boston 
Globe— one  of  the  nation's  outstanding 
newspapers — and  Affiliated  Broadcasting, 
Inc.,  which  owns  and  operates  eleven  radio 
stations  throughout  the  United  States. 
Affiliated  Publications  is  also  an  operator 
of  cable  television,  radio  common  carrier 
and  cellular  radio  telephone  systems, 
through  its  45%  ownership  of  McCaw 
Communications  Companies,  Inc., 
Bellevue,  Washington,  and  a  joint  venture  with  McCaw  in  southern 
Oregon.  These  interests  in  print  journalism,  broadcasting,  cable 
television,  cellular  radio  telephones,  and  radio  common  carrier  sys- 
tems position  Affiliated  as  a  total  communications  company. 


AMCA  International  Ltd. 

AMCA  international  is  engaged  world- 
wide in  designing,  engineering,  manufac- 
turing, marketing,  installing  and  financing 
a  broad  range  of  construction  equipment, 
engineering  and  construction  services, 
industrial  products,  and  steel  products  and 
services.  AMCA's  common  stock  is  traded 
on  the  New  York,  Toronto  and  Montreal 
Stock  Exchanges.  Ticker  symbol  AIL.  The 
103-year-old  company's  target  for  1990: 
sales  exceeding  $5  billion,  net  operating 
|x>me  at  least  $270  million,  despite  effects  of  world  recession  in 
S3-84. 


Alexander  &  Baldwin,  Inc. 

A&B  net  income  rose  25%  in  1984  and 
173%  over  the  last  three  years.  Early  in 
1985,  the  dividend  was  increased  16.7% 
(following  a  23%  increase  in  1984)  to  an 
indicated  annual  rate  of  $1.40.  Higher 
earnings  are  expected  in  1985  with  ocean 
transportation  and  property  operations 
showing  gains.  A&B  has  paid  cash  divi- 
dends in  every  quarter  since  1903. 


AMP  Incorporated 

NYSE— AMP.  Over  15%  compound  an- 
nual growth  rate  in  sales,  earnings  &  div- 
idends for  over  30  years.  1984  sales  up 
20%,  earnings  up  23%.  9%  of  sales  spent 
on  RD&E. 


1984 
1983 
1978 
1973 
1968 


Sales  (Mil.) 

$1,813 

$1,515 

801 

418 

167 


EPS 

$1.87 

$1.52 

89c 

43c 

14'/3C 


Div.* 

64c 

53  'Ac 

20c 

8'/4C 
4'/2« 


American  Brands,  Inc. 


'Up  13%  to  indicated  annual  rate  of  72c  Jan.  1985. 
Mpdy  Gwwth:  through  new  products.  Sales  up  all  but  3  of  43  years. 
■90%  of  sales  electronic-oriented.  Broad  Diversification:  lead- 
I  producer  of  electrical  electronic  connection  devices:  85,000 
■:s/sizes;  100,000  customers.  Subsidiaries  in  24  countries.  ~ 
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American  Brands,  which  grew  out  of  The 
American  Tobacco  Company,  is  today  a 
group  of  related  packaged  goods  and  ser- 
vice companies  with  leading  market 
shares.  Core  businesses  are  consumer 
packaged  goods  and  financial  services. 
Well-known  brands  include  Carlton, 
Lucky  Strike,  Pall  Mall  and  Tareyton  cig- 
arettes, Jim  Beam  bourbon,  Master  locks, 
Sunshine  crackers  and  cookies,  Titleist 
and  Pinnacle  golf  products  and  Swingline 
staplers.  In  financial  services,  the  company  owns  Franklin  Life  and 
Southland  Life.  1984  sales  were  $7  billion  and  net  income  was  a 
record  $7.20  per  common  share. 


American  Business 
Products,  Inc. 

American  Business  Products,  Inc.,  is  a 
leading  supplier  of  business  forms  for 
electronic  office  equipment  and  other 
uses;  envelope  products;  small  business 
computers,  software,  supplies  and  service; 
and  printed  books.  Sales  have  increased 
for  46  consecutive  years  to  a  record  $280.4 
million,  while  net  income  also  reached  a 
record  $9.8  million.  NYSE:  ABP 


American  National 
Petroleum  Company 

American  National  Petroleum  Compan 
an  independent  oil  and  gas  exploratii 
and  production  company  formed  in  197 
has  consistently  increased  its  proved  ( 
and  gas  reserves  each  year.  ANPC's  p 
mary  objective  is  to  participate  on  a  high 
selective  basis  in  exploratory  and  devi 
opmental  drilling  on  prospects  having  t 
potential  for  discovery  of  significant  i 
serves  with  acceptable  risk.  The  Compa 

is  headquartered  in  Houston,  Texas,  and  is  publicly  traded  over  t 

counter  under  NASDAQ  symbol  ANPC. 


American  Can 

American  Can  has  dramatically  restruc- 
tured its  business  mix  for  income  growth. 
Today,  the  company  has  three  major 
business  sectors:  Financial  Services,  which 
posted  a  21%  income  gain  over  1983;  newly 
streamlined  Specialty  Retailing,  up  50%; 
and  Packaging,  up  12% .  Earnings  per  share 
increased  to  $4.90  from  $3.75  for  1983. 
Revenues  were  $4.21  billion,  up  from  $4.08 
billion. 
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American  Software,  Inc 


American  Software,  Inc.  supplies  apt: 
cations  software  to  various  types  of 
dustries  (making  the  company  a  cro 
A\  industry  supplier)  and  to  a  variety  of 

/^4^l  visions  or  segments  within  one  indus 

^■Jk  (making  the  company  also  a  vertical  si 

plier).  Users  include  manufacturing  co 
panies,  utilities,  financial  institutio 
health-care  facilities  and  transportati 
firms.  The  Company's  products  ena  j 
its  customers  to  perform  business  ta: 
principally  in  the  areas  of  forecasting  and  inventory  managemee 
purchasing  and  materials  control,  and  financial  management.  11 
Company's  common  shares  are  traded  in  the  national,  over 
counter  market.  NASDAQ:  AMSWA. 


American  Express 
Company 

American  Express  reported  record  earnings 
of  $610  million  for  1984,  an  18%  increase 
over  1983.  Its  businesses  include  Charge 
Cards,  Travelers  Cheques,  travel,  inter- 
national and  investment  banking,  bro- 
kerage, personal  financial  planning  and 
insurance.  Operating  in  130  countries,  it 
is  targeting  select  segments  of  the  growing 
financial  services  market  through  a  strat- 
egy based  on  multiple  distribution  chan- 


nels and  strong  brand-name  products  and  services. 


Anderson,  Greenwood 
&Co. 

ANDERSON,  GREENWOOD  &.  CO.- 
A  WORLDWIDE  SPECIALTY 
VALVE  COMPANY 
Anderson,  Greenwood  &.  Co.,  headqn 
tered  in  Houston,  Texas,  is  a  leading  ji 
ducer  of  safety  relief  valves  and  instrumt 
valves.  Formed  in  1947,  the  Company  i 
manufactures  a  wide  range  of  check  vali 
and  power  plant  valves,  as  well  as  ott 
related  products.  The  Company's  comn 

stock  is  traded  on  the  New  York  Stock  Exchange  under  the  sym 

"AGV." 
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American  General 
Corporation 

American  General,  an  insurance-based 
diversified  financial  company,  ranks  as 
the  nation's  fourth  largest  shareholder- 
owned  insurance  organization  on  the  basis 
of  over  $19  billion  of  assets  and  $3.3  billion 
of  shareholder's  equity.  Five-year  financial 
highlights  include: 


1980 

Revenues  {Mil  $] 2,292 

Operating  Earnings  (Mil  $1  .      167 

Earnings  Per  Share  ($) 2.15 

Dividends  Per  Share  ($) 0.57 


1981 

1982 

1983 

1984 

2,388 

2,913 

3,953 

5,362 

169 

203 

290 

424 

2.18 

2.41 

2.83 

2.90 

0.67 

0.73 

0.80 

0.90 

Arizona  Public 
Service  Company 

APS  (Phoenix]  is  the  largest  electric  utiii 
in  Arizona  with  revenues  of  approximat 
$1.0  billion  and  total  assets  of  $4.6  billi  | 
A  6.6%  increase  in  customers  and  a  2, 
increase  in  sales  in  1984  contributec 
earnings  of  $3.65  per  share  and  a  ret 
on  equity  of  15.4% .  APS  is  a  29.1%  a 
of  the  Palo  Verde  nuclear  plant  wbl 
loaded  fuel  in  Unit  1  in  January.  The  < 
rent  annual  dividend  rate  is  $2.60.  (NY 
AZP) 
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B-A-T  Industries 

BAT  Industries  p.l.c.  is  one  of  the  largest 
industrial  enterprises  in  the  world.  Key 
figures  for  the  year  ended  31/12/84  are: 
Turnover  including  duty 
and  excise  taxes  £  millions 

Commercial  activities  14,426 

Financial  services  1,077 

Share  of  associated  companies     2,700 
Pre  tax  profit  1,405 

BAT  Industries  is  a  diversified  company 
with  four  main  business  areas  of  tobacco, 
retailing,  paper  and  financial  services  and  operations  in  nearly  100 
;ountries. 


15 


Bayly  Corp. 


Bayly  Corp.  is  a  manufacturer  and  im- 
porter of  jeans  and  leisure  wear,  largely 
men's  and  boys'  clothing.  The  Company 
is  a  major  licensee  of  Ocean  Pacific  (OP) 
Sunwear,  holding  16  of  33  licenses.  Bayly 
owns  and  operates  the  Aspen  Leaf  and 
Pacific  Motion  retail  stores  in  Colorado 
which  specialize  in  casual  wear  and  qual- 
ity sports  equipment. 


19 


BATUS  Inc. 

BATUS  Inc.,  holding  and  management 
company  for  the  U.S.  business  interests 
of  London-based  BAT  Industries,  is 
headquartered  in  Louisville,  Kentucky. 
Diversified  operations  in  tobacco,  retailing 
and  paper  include:  Appleton  Papers, 
Brown  &  Williamson  Tobacco,  Export  Leaf 
Tobacco,  Breuners,  Frederick  &  Nelson, 
Gimbels,  Ivey's,  Kohl's  Department 
Stores,  Marshall  Field's,  Saks  Fifth  Ave- 
nue, The  Crescent  and  Thimbles.  1984 
sales  exceeded  $6  billion. 


16 
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Bonneville-West 
Corporation 

Bonneville-West  Corporation  (NASDAQ: 
BWCO)  is  an  alternative  energy  company 
specializing  in  cogeneration,  hydro-elec- 
tric power  and  geothermal  energy.  Com- 
pleted California  cogeneration  projects, 
plus  those  under  construction  and  eval- 
uation, total  $30,000,000.  Idaho  hydro- 
power  projects  are  anticipated  to  total 
$20,000,000.  The  Company  has  ownership 
in  three  hydro  projects  currently  producing 

power  and  two  under  construction.  Earnings  from  development  fees 

and  operating  revenue  are  about  $.08  per  share. 
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"To  be  the  best  (as  determined 
'  i  our  customers)  marketers, 
s  and  manufacturers 
J  electric  motors." 


BALDOR 


Baldor  Electric  Company 

Baldor  believes  it  is  making  consistent 
progress  "to  be  the  best"  in  the  industrial 
electric  motor  business.  As  evidence,  the 
1984  Annual  Report  highlights: 

•  Major  new  capital  investments 

•  Growth  markets  and  market  share  gains 

•  Excellence  in  product  quality,  availa- 
bility, variety 

•  Higher  sales  and  earnings,  up  about  25% 

•  Strong  financial  condition 
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Brush  Wellman,  Inc. 


The  world's  leading  manufacturer  of  be- 
ryllium materials  achieved  another  record 
year  in  1984.  Net  income  gained  62%, 
while  worldwide  sales  climbed  31%  to 
$322.6  million.  Earnings  per  share  in- 
creased to  $2.20  from  $1.39  in  1983.  Over 
the  past  five  years,  the  Company  has 
achieved  a  compound  growth  rate  of  15.9% 
in  net  income  per  share  and  14.9%  in 
sales  of  its  engineered  materials.  The 
Company  continues  to  maintain  a  con- 
servative balance  sheet,  with  a  debt  to  total  capitalization  ratio  of 
only  12%. 
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Bank  of  Montreal 

Bank  of  Montreal  is  the  28th  largest  bank 
in  the  world,  second  largest  in  Canada, 
with  assets  of  $76.5  billion  at  October  31, 
1984.  With  Harris  Bankcorp  Inc.,  we  are 
the  only  bank  with  full  service  capabilities 
in  both  Canada  and  United  States,  and  a 
significant  source  of  sophisticated  banking 
services.  1984  net  income  was  $283  mil- 
lion ($3.37  per  common  share).  Dividends 
have  been  paid  continuously  since  1829. 


18 


Burnup  &  Sims 
(BSIM) 

Bumup  &  Sims  is  the  leading  international 
telecommunications  and  cable  TV  service 
company.  Through  our  experienced,  ag- 
gressive and  entrepreneurial  management 
style,  and  a  unique  array  of  Information 
Age  products  and  services,  our  capability 
is  unmatched  in  meeting  the  challenge 
and  solving  the  problems  of  the  revolu- 
tionary lightwave  cable  industry— with 
the  dedication  that  earned  our  half  century 
reputation  for  excellence. 
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CP  National  Corporation 

CP  National  Corporation  supplies  tele- 
phone, natural  gas  and  electric  service  to 
approximately  160,000  customers  in  seven 
western  and  southwestern  states.  Man- 
ufactures air  traffic  control  communica- 
tions equipment;  integrated  engineering, 
construction  and  financial  consulting 
services.  Developer  and  manager  of  co- 
generation  and  solar  energy  projects; 
CATV;  energy  conservation  services; 
equipment  lease  financing;  NYSE. 


23 


Chesebrough-Pond's  Inc. 

Leading  brand  names  for  this  diversified 
worldwide  manufacturer  and  marketer  of 
branded  consumer  products  (1984  sales: 
$1.86  billion)  include  Ragu,  Health-tex, 
Prince,  Bass,  Weejuns,  Vaseline,  Pond's, 
Intensive  Care,  Cutex,  Cachet,  Wind  Song, 
Aviance,  Prince  Matchabelli,  Q-tips,  Aziza 
and  Rave.  The  March  1985  acquisition  of 
Stauffer  Chemical  Company  further  di- 
versifies Chesebrough  and  provides  new 
opportunities  for  future  growth. 
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CSX  Corporation 


CSX  Corporation,  the  nation's  leading 
transportation  and  natural  resources 
company,  completed  1984  with  an  all- 
time  record  income  of  $465  million.  As- 
sets reached  $11.6  billion  and  revenue  $7.9 
billion.  CSX  received  approval  to  control 
American  Commercial  Lines  and  became 
the  first  U.S.  transportation  company  to 
provide  rail-barge-truck  integrated 
One-Stop  ShippingSM  for  its  customers. 
CSX  closed  1984  in  a  strong  financial 

and  physical  position.  The  company  will  accelerate  its  aggressive 

marketing  strategies  for  continued  growth. 
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Chicago  Pneumatic 
Tool  Company 

Chicago  Pneumatic  Tool  Company  is  a 
leading  manufacturer  of  labor-saving  tools, 
equipment,  instruments  and  controls  for 
industries  throughout  the  world.  Thesd 
products  are  used  in  the  assembly,  oper-  i 
ation  and  servicing  of  transportation 
equipment  of  all  types,  as  well  as  in  con-< 
struction  and  process  control. 
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Chemed  Corporation 


Chemed  Corporation,  a  Cincinnati-based 
international  specialty  chemical  company, 
had  sales  in  1984  of  $346  million,  an  in- 
crease of  28%  over  1983  sales.  Through 
four  major  business  segments,  Chemed 
holds  leading  positions  in  institutional 
and  industrial  cleaning  and  maintenance; 
janitorial  supply  products  and  services; 
laundry  detergents  and  related  specialties; 
water  treatment;  and  residential  and  in- 
dustrial sewer,  drain,  and  pipe  cleaning. 
Chemed  has  increased  its  dividend  fifteen  times  in  its  fourteen 
years  as  a  public  company  and  has  a  current  indicated  annual  dividend 
rate  of  $1.52  per  share.  Its  shares  are  listed  for  trading  on  the  New 
York  Stock  Exchange  under  the  symbol  CHE. 
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Chieftain  Development 
Co.  Ltd. 

Chieftain  increased  its  petroleum  reserve.'  i 
by  two  million  barrels,  with  discoveries! 
in  Alberta,  Wyoming  and  the  Gulf  c 
Mexico  during  1984.  Oil  production  almos  ■ 
doubled  in  1984  increasing  net  earnings, 
to  $15.4  million  and  cash  flow  to  $41 
million  on  revenues  of  $91.7  milliomijj 
Current  drilling  programs  are  exploring 
in  the  Gulf,  the  North  Sea  and  Albertai 
Listed  ASE,  TSE. 
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Chesapeake  Corporation 

Chesapeake  Corporation  is  an  integrated 
forest  products  company.  The  base  of  our 
business  is  our  373,000  acres  of  timber- 
land.  The  company  operates  in  21  locations 
in  seven  states.  In  1984,  we  had  record 
net  sales  of  $350.2  million  and  net  income 
of  $22.1  million.  Earnings  per  share  equaled 
$3.35.  The  company  has  declared  a  divi- 
dend for  the  past  53  years. 
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Church's  Fried 
Chicken,  Inc. 

Church's  Fried  Chicken,  Inc.  sells  friei 
chicken,  chicken  nuggets,  fried  catfish 
hamburger  and  specialty  sandwiches,  ani 
complementary  food  items.  At  the  end  o 
1984  the  company  operated  1,155  chickei 
stores  in  30  states  and  70  specialty  ham  J 
burger  shops  in  Texas.  Franchisees  opei 
ated  272  chicken  stores  in  29  states,  th 
District  of  Columbia,  Puerto  Rico,  an 
five  foreign  countries. 
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Claire's  Stores,  Inc. 

Claire's  Stores,  Inc.  (OTC  NASDAQ 
Symbol:  CLRS)  sales  for  the  year  ended 
February  2,  1985  increased  55%  to 
$55,900,000  from  $36,000,000  and  after 
tax  profits  increased  100%  to  $6,600,000 
from  $3,300,000  in  the  previous  year. 
CLAIRE'S  plans  include  70  stores  or  more 
for  the  current  year  and  in  the  following 
year  100  plus  escalating  each  year  there- 
after. CLAIRE'S  currently  operates  ap- 
proximately 260  specialty  retail  stores  in 
33  states. 
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Comerica  Incorporated 


Comerica  Incorporated  provides  a  com- 
plete range  of  financial  services  to  cor- 
porate customers  and  consumers  through 
17  affiliate  banks  with  more  than  200  of- 
fices across  Michigan.  Comerica  also  has 
offices  in  key  U.S.  cities  and  money  cen- 
ters abroad. 

At  year-end  1984,  consolidated  assets 
were  $9.6  billion.  Net  income  for  the  year 
was  $56.9  billion,  or  $4.81  per  common 
share.  Dividends  on  Comerica  common 

stock  have  increased  for  41  consecutive  years  and  currently  stand 

at  an  annual  rate  of  $2.10. 
The  corporation's  flagship  bank,  Comerica  Bank — Detroit,  is 

Michigan's  oldest  bank,  founded  in  1849. 
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Clopay  Corporation 

Clopay  is  a  leading  manufacturer  in  two 
businesses— specialty  plastic  films  for  use 
in  disposable  hygienic  and  hospital  care 
products,  and  home  products  that  require 
installation.  1984  net  income  increased 
68%  and  sales  14%.  A  major  new  mar- 
keting strategy  for  home  products  and  a 
significant  expansion  in  specialty  plastic 
films  capacity  have  been  announced  for 
1985. 
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COMMUNITY 

PSYCHIATRIC 
CENTERS 

"~^ 
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Community  Psychiatric 
Centers 

Community  Psychiatric  Centers'  princi- 
pal line  of  business  is  the  ownership  and 
operation  of  23  acute  psychiatric  hospitals. 
The  Company  also  operates  49  outpatient 
dialysis  centers  and  a  business  which 
provides  home  health  care  services. 

Earnings  per  Share 
1980       1981        1982       1983        1984 
$.38        $.52         $.71         $.95        $1.22 
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Coachmen 
Industries,  Inc. 

Coachmen  Industries,  Inc.  is  a  leading 
manufacturer  of  recreational  vehicles  and 
related  parts  and  has  important  interests 
in  manufactured  housing.  Coachmen  had 
sales  of  $521  million  in  1984  and  celebrated 
its  20th  anniversary  during  the  year.  Sales 
have  grown  at  a  compounded  annual 
growth  rate  of  43%  during  that  20  year 
period. 
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Comp-U-Check,  Inc. 

Comp-U-Check  provides  payment  ser- 
vices to  retailers  throughout  the  United 
States.  In  1984,  the  Company  processed 
more  than  6  million  transactions  and 
guaranteed  or  verified  in  excess  of  $600 
million  in  checks.  Its  services  promote 
customers'  businesses  by  accommodating 
check  and  credit  card  transactions.  Comp- 
U-Check  has  entered  the  Private  Label 
Credit  Card  business  providing  card  is- 
suance services,  processing  and  collection 
services  to  retailers. 
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Collins  Foods 
International,  Inc. 

Collins  Foods  International,  supported 
by  its  three  growing  core  businesses: 
Kentucky  Fried  Chicken,  Sizzler  Restau- 
rants and  Collins  Foodservice,  as  well  as 
an  expanding  presence  in  Australia,  is  now 
developing  three  new  national  concepts. 
Gino's  East  of  Chicago  and  Josephina's 
Cafe  &  Pizzeria  both  feature  pizza  and 
fresh  pasta,  while  Ed  Debevic's  Short 
Orders  Deluxe  is  a  moderately  priced 
in  in  the  pattern  of  1950s  American  diners. 
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Computer  Task 
Group,  Inc. 

Computer  Task  Group  (CTG)  is  a  leading 
national  supplier  of  software  development 
services  to  major  industrial  companies 
and  financial  institutions.  CTG  services 
consist  of  consulting;  systems  analysis 
and  design;  business  programming  and 
engineering,  scientific  process,  control 
programming.  Financial  performance  for 
1984  was  highlighted  by  a  revenue  increase 
of  54%  to  $82.6  million,  while  EPS  increased 
36%  from  $.75  in  1983  to  $1.02  in  1984. 
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Law  Firm 

Management 
Solutions 


CompuTrac,  Inc. 

CompuTrac  develops,  markets,  services 
and  supports  integrated  turnkey  computer 
systems  designed  specifically  for  the  legal 
profession.  Fiscal  year  1985  revenues  were 
up  200%  over  last  year  and  1985  fiscal 
year  end  earnings  were  at  an  all  time  high. 
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Emery  Air  Freight 

Emery  Air  Freight,  marketing  its  services 
under  the  name  of  Emery  and  Emery 
Worldwide,  is  the  oldest  overnight  an 
courier  and  air  cargo  transportation  system 
in  the  United  States. 

Emery  provides  overnight,  door-to-dooi 
delivery  of  any  size,  any  weight  shipments 
to  56,000  North  American  communities. 
And  24-  to  72-hour,  door-to-door  service 
to  cities  around  the  world. 
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Crane  Co. 

1984  operating  profit  of  $50.6  million 
doubled  1983  and  was  more  than  five  times 
better  than  1982.  A  diversified  manufac- 
turer of  engineered  industrial  products  and 
a  wholesaler  of  industrial  and  building 
products,  Crane  recently  acquired 
UniDynamics  Corporation  in  its  ongoing 
program  to  build  on  strength  in  special 
engineered  manufacturing  and  wholesale 
distribution. 
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FPL  Group,  Inc. 


FPL  Group,  Inc.  was  formed  as  a  holdinj 
company,  effective  December  31,  1984 
by  shareholders  of  Florida  Power  &  Light 
Company  (FPL).  In  addition  to  FPL,  Grouj 
has  two  other  subsidiaries:  W.  Flagle 
Investment  Corp.  (WFIC)  and  Fuel  Suppk 
Service,  Inc.  (FSS).  The  restructuring  al 
lows  for  a  more  clearly  defined  separatiou 
of  utility  and  non-utility  operation,  ena> 
bling  Group  to  separate  regulated  opera 
tions  from  its  other  activities.  Dividendi 

increased  by  5.1%  during  1984  over  1983,  continuing  a  46-yea; 

tradition  of  increasing  shareholder  dividends. 
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Deb  Shops,  Inc. 

Deb  is  a  growing  chain  of  161  specialty 
apparel  stores  offering  moderately  priced, 
fashionable,  coordinated  sportswear, 
dresses,  coats  and  accessories  to  the  junior 
sized  fashion-conscious  female. 


FINANCIAL  HIGHLIGHTS 

Year  Ended  January  31 

(in  thousands  except  per  share  data) 


Net  Sales 

Net  Income 

Net  Income  per  Share 

Book  Value  per  Share  at  Year  End 


1985 

$120,405 
$  7,580 
$  1.56 
$   5.95 


1984 

$95,514 
$  7,504 
$  1.49 
$  4.59 


1983 

$70,329 
$  5,505 
$  1.07 
$  3.10 
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Family  Dollar 
Stores,  Inc. 


Family  Dollar  operates  approximately  91 
discount  stores  in  20  states,  primarily  ii 
the  Southeast.  Fiscal  1984  sales  increases 
29%  to  $341  million  and  net  income  in 
creased  50%  to  $23.6  million.  Famih 
Dollar  now  has  reported  39  consecutive 
quarters  of  record  sales  and  earnings  oi 
a  comparable  basis.  During  fiscal  198* 
130  stores  were  added  to  the  rapidly  ex 
panding  chain,  and  at  least  150  new  store 
will  be  opened  in  fiscal  1985.  The  Company  has  no  long  or  shortr 
term  debt  and  all  growth  is  financed  from  internally  generatee 
funds. 
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Eaton  Corporation 

Eaton  achieved  much  in  1984.  After  only 
three  quarters,  earnings  surpassed  those 
of  any  12-month  period  in  the  company's 
history.  For  the  full  year,  profits  were  up 
173%  over  1983,  to  $254  million.  Sales 
were  up  30%  to  $3.5  billion.  Cash  re- 
sources now  exceed  total  debt.  We  ag- 
gressively serve  global  markets,  including: 
automotive,  capital  goods  and  defense 
electronics. 
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Fansteel  Inc. 

» 

Fansteel  Inc.,  North  Chicago,  Illinois,  - 
an  integrated  producer  of  refractory  meta 
(tantalum,  columbium  and  tungstei 
which  also  fabricates  special  metal  pro< 
ucts  for  the  electronic,  electrical,  aircraf 
aerospace,  metalworking,  energy  ac 
chemical  industries.  Sales  for  the  ye. 
1984  were  $180,450,000  with  net  incorr 
of  $11,155,000.  Fansteel  common  stock 
traded  on  the  New  York  Stock  Exchanj 
under  the  symbol  FNL. 
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Fay's  Drug  Company,  Inc. 

Fay's  Drug  Company,  Inc.  operates  the 
largest  super  drug  store  chain  in  the 
Northeast,  with  119  stores.  In  fiscal  1985, 
the  Company  opened  its  first  auto  parts 
and  supply  store  and  its  first  discount  of- 
fice supply,  book  and  greeting  card  store. 
For  the  year  ended  January  31,  1985,  Fay's 
reported  record  earnings  of  $8.7  million 
on  sales  of  $367  million,  another  record. 
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Fort  Howard 
Paper  Company 


1984  Sales  Top  $1  Billion; 
14th  Consecutive  Year  of 
Sales  and  Earnings  Records 
Sales:  $1.3  billion        UP  70.3% 

Earnings:  $133.1  million  UP  24.4% 

Capital 

Expenditures:  $157  million  UP  71% 
This  year  Fort  Howard  will  bring  a  new 
paper  machine  on  line  in  Oklahoma,  begin 
construction  of  a  major  addition  to  its 
Maryland  Cup  facility  in  the  Baltimore  area,  and  plans  to  break 
ground  for  a  new  mill  in  the  Southeast.  Capital  spending  in  1985 
will  total  about  $200  million.  (NYSE:  FHP) 
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Ferro  Corporation 

A  leading  multi-national  producer  of  in- 
dustrial specialty  materials,  Ferro's  prod- 
ucts include  specialty  coatings,  colors, 
ceramics,  chemicals  and  thermoplastics. 
Sales  of  these  technology-based  materials 
exceeded  $660  million  in  1984.  The  Com- 
pany is  at  the  leading  edge  of  technical 
development  involving  new  specialty 
materials  and  processes  needed  by  indus- 
trial customers  around  the  world. 


48 


Gannett  Co.,  Inc. 


Once  again  the  nationwide  diversified  in- 
formation company  recorded  record  earn- 
ings ($223  million)  and  revenues  ($1.9 
billion)  in  1984.  USA  TODAY,  The  Na- 
tion's Newspaper,  realized  an  average  paid 
net  daily  circulation  of  1.3  million,  making 
it  the  USA's  third  largest  newspaper. 
Gannett  operates  the  nation's  largest 
newspaper  group  with  85  daily  and  35 
non-daily  publications,  6  TV  and  16  radio 
stations,  North  America's  largest  outdoor 
advertising  group  and  news,  research,  marketing,  printing  and  pro- 
gramming services. 
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First  Interstate 
Bancorp 

The  8th  largest  U.S.  banking  company 
with  assets  of  $45.5  billion,  First  Interstate 
achieved  record  earnings  of  $276.3  million 
in  1984,  up  11.7%  over  1983.  At  $2,315  a 
common  share,  dividends  were  up  4.5%, 
the  5th  increase  in  5  years,  during  which 
time  the  dividend  rate  grew  an  average  of 
8.1%  a  year.  Including  banks  licensed  to 
use  our  name,  technology  and  products, 
the  First  Interstate  system  now  operates 

|>re  than  1,000  full-service  commercial  banking  offices  in  14  states 

wering  more  than  half  the  U.S.  land  mass. 
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Gearhart  Industries,  Inc. 

Gearhart  Industries,  Inc.  performs  wire- 
line, well  evaluation  and  geophysical  ser- 
vices for  the  oil  and  gas  industry.  The 
Company  manufactures  wireline  and 
geophysical  equipment  for  its  own  use 
and  for  sale  to  others  in  the  oil  and  gas 
industry. 

Gearhart  reported  net  revenue  of 
$560,484,000  and  net  income  of 
$14,326,000  for  year  ended  January  31, 
1985  and  declared  an  annual  dividend  for 
the  30th  consecutive  year. 
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lightSafety 


FlightSafety 
International,  Inc. 

Record  earnings  and  revenues  were  again 
registered  in  1984  by  FlightSafety 
International  (FSI-NYSE)  high  technology 
aviation,  marine  and  power  industry 
training  company.  Net  income  for  the 
year  ended  December  31  rose  20  percent 
to  $26,789,900,  or  $1.81  per  share  of  com- 
mon stock,  from  $22,356,900,  or  $1.52  a 
share,  in  1983.  Revenues  increased  23 
percent  to  $99,132,400  from  $80,777,500 
the  previous  year. 
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Genstar  Corporation 


Genstar's  income  per  common  share  rose 
26  percent  in  1984  as  strength  in  U.S. 
markets  significantly  increased  earnings 
from  building  materials  manufacturing, 
financial  service  activities  continued  to 
make  large  contributions  to  income,  and 
lower  average  debt  levels  reduced  interest 
expense.  Genstar  also  expanded  its  prom- 
ising waste  services  business,  becoming 
the  third  largest  waste  services  company 
in  the  U.S.  Net  income  in  1984  was  $132 
million  or  $3.56  per  share  on  revenues  of  $1.9  billion. 
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Georgia-Pacific 
Corporation 


The  strong  get  stronger.  At  Georgia- 
Pacific,  one  of  the  world's  largest  forest 
products  companies,  income  from  con- 
tinuing operations  rose  to  $253  million 
in  1984 — up  dramatically  over  1983. 

The  company's  streamlining  strategy 
has  meant  improved  returns  for  share- 
holders, and  the  promise  of  continued 
healthy  growth. 
This  year,  Georgia-Pacific  plans  to  con- 
tinue its  streamlining  program — to  build  solid  returns  and  a  base 
for  continued,  stable  earnings. 
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Grow  Group,  Inc. 


Grow  Group,  Inc.  has  grown  from  1.5  mi 
lion  in  sales  to  over  275  million,  paid  8 
consecutive  quarterly  cash  dividends, 
stockholder  purchasing  100  shares  in  196 
would  own  400  shares  today.  The  Co; 
poration  is  one  of  the  nation's  largest  pre 
ducers  of  specialty  chemical  coatings  an 
paints  for  the  marine,  automotive,  indu: 
trial,  and  construction  markets.  Grow  i 
developing  a  patented  safe  technology  fc 
dispensing  products  under  pressui 
through  its  Enviro-Spray  Systems,  Inc.  subsidiary,  and  a  patente 
system  for  fully  cooked  chicken  by  its  Thermaljet,  Ltd.  subsidiary 
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basis,  payable  March  15 
to  $91.0  million. 


Gibson  Greetings,  Inc. 

Gibson  Greetings,  Inc.  reported  record 
revenues  and  net  income  for  the  year 
ended  December  31,  1984.  Revenues  in- 
creased 24.8%  to  $301.5  million,  while 
net  income  was  up  26.6%  to  $28.3  million. 
Net  income  per  share  gained  24.3%  to 
$1.79,  giving  effect  to  a  3-for-2  stock  split 
for  shareholders  of  record  March  15, 1985 
payable  March  22,  1985.  The  regular 
quarterly  cash  dividend  was  increased 
28.6%  to  $.06  per  share,  on  a  post-split 
1985.  Stockholders'  equity  increased  39.3% 
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Gulf  stream  Aerospace  I 
Corporation 

Gulfstream  Aerospace  Corporation  is> 
major  producer  of  business  and  special 
purpose  aircraft  and  holds  a  unique  pe 
sition  in  the  aviation  market.  The  con- 
pany  anticipates  good  future  growth  wii 
the  new  Gulfstream  IV  scheduled  for  ca; 
endar  year  1986. 


Continuing  Operations 
Revenues1"    Net  Income'" 

$48.4  ! 

58.8 
36.7 


1984        $601.6 
1983  539.3 

1982         510.6 
'"Dollars  in  Millions 


EP 

11. 
1. 
1. 
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GOLDEN  TRIANGLE  ROYALTY  ft  OIL,  INC 
1983  Annual  Report 


Golden  Triangle 
Royalty  &  Oil,  Inc. 

GTRO  holds  overriding  royalty  interests 
(ORRI)  totaling  3,404,451  net  royalty  acres 
under  70,611,840  gross  surface  acres  in 
Australia.  Six  wells  (GTRO  holds  1% 
ORRI)  with  combined  initial  tests  of  7,000 
barrels  of  oil  per  day  discovered  in  1984; 
further  active  exploration  underway.  Also 
has  royalty  and  working  interest  income 
from  U.S.  leases.  GTRO  has  no  debt,  uses 
conservative  royalty  approach  to  oil  and 
gas  business^  NASDAQ  symbol:  GTRO. 
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Frank  B.  Hall  &  Co.  In  J 


Frank  B.  Hall  &  Co.  Inc.  is  a  leading  i, 
ternational  insurance  services  firm  wiv 
revenues  of  $372,841,000  and  net  incon 
from  continuing  operations  of  $7,368,0 
($.59  per  share)  in  1984.  Revenues  ha 
more  than  doubled  during  the  last  7  yea 
Currently  the  Company  pays  $1.00  annui 
dividends.  NYSE  symbol  FBH. 

The  Hall  report  includes  an  unusi 
look  at  the  people,  products,  and  servic 
of  a  dynamic  company  in  an  exciti1 
industry. 


w.K.  brace  &  uo. 

Grace,  the  world's  largest  specialty 
chemical  company,  ranks  53rd  on  the 
Fortune  500  with  1984  sales  of  $6.7  billion. 
Other  businesses  include  agricultural 
chemicals,  natural  resources,  retailing  and 
restaurants.  1985  marks  the  51st  consec- 
utive year  of  dividends. 

Emphasis  today  is  on  new  products  in- 
tensive research  and  geographical  business 
expansion. 

Our  70,000  +  shareholders  are  glad  they 
looked  into  Grace.  Shouldn't  you? 
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narsco  uorporauon 
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Harsco  Corporation  (NYSE:  HSC),  a 
versified  industrial  company  servi 
commercial,  construction  and  defei 
applications,  posted  its  second  higl 
sales  ever  at  over  $1.1  billion  in  1984.  > 
income  was  $47.6  million,  or  $2.40 
share.  Results  were  paced  by  Hars< 
Defense  segment  and  by  metal  reel; 
tion  services,  as  almost  all  of  the  Co; 
pany's  25  product  classes  posted  gaii 
The  annual  dividend  was  increased 
cently  to  $1.28. 
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1865  N.  McCullough  Street, 

P.O.  Drawer  C 

Lima,  Ohio  45802 

(419)  2273760 


Health  Care  Fund 

Health  Care  Fund  is  a  real  estate  invest- 
ment trust  (REIT)  that  concentrates  its 
efforts  on  the  development  and  funding 
of  health  care  and  related  facilities,  with 
primary  emphasis  on  nursing  homes  and 
retirement  centers.  Since  its  inception  in 
1970,  the  Fund  has  been  instrumental  in 
the  financing  of  over  100  such  projects, 
most  of  which  are  located  in  towns  of 
less  than  100,000  population  in  approxi- 
mately ten  states. 
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Helix  Technology 
Corporation 

Helix  Technology  Corporation  is  the 
world's  largest  producer  of  cryogenic  vac- 
uum pumps  used  in  semiconductor  pro- 
duction equipment  and  of  cryogenic 
coolers  for  military  electro-optical  night 
vision  systems.  1984  sales  of  $48  million, 
up  41%.  EPS  from  continuing  operations 
more  than  doubled  to  $2.48.  OTC  NAS- 
DAQ: HELX 
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House  of  Fabrics,  Inc. 

House  of  Fabrics,  Inc.  once  again  posted 
record  sales  of  $278,256,000  for  the  year 
ended  January  31,  1985  as  compared  to 
$239,625,000  in  the  prior  year.  Net  earn- 
ings were  the  highest  in  the  Company's 
history  at  $11,332,000  or  $1.71  per  share 
as  compared  to  $9,678,000  or  $1.46  per 
share  last  year. 

With  an  expanded  store  base  of  740  at 
year-end  as  compared  to  684  last  year  at 
the  same  time  and  with  expectations  of 
opening  over  50  new  12,000  square  foot  super  stores  in  the  coming 
year,  along  with  growing  contributions  from  sewing  machine  and 
craft  sales,  we  are  confident  that  the  outlook  for  House  of  Fabrics, 
Inc.  in  the  current  fiscal  year  is  very  positive. 
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IU  International 
Corporation 

IU  International  Corporation  is  a  diver- 
sified services  company  with  1984  reve- 
nues of  $2.5  billion.  IU's  operations  in- 
clude the  nation's  largest  motor  carrier 
organization;  leading  companies  that 
provide  environmental  services  for  steel 
mills,  utilities  and  other  industries;  a 
major  distributor  of  paper  and  food  prod- 
ucts in  the  Southeast;  and  an  agribusiness 
company  that  is  the  world's  largest  ma- 

cadamia  nut  producer,  a  ranking  sugarcane  grower  and  one  of  Hawaii's 

largest  landowners.  NYSE  symbol:  IU. 
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Hexcel  Corporation 


Hexcel  Corporation's  (NYSE:  HXL)  1984 
earnings  increased  71  percent,  from  $3.4 
million  ($1.03/share)  in  1983  to  $5.9  mil- 
lion ($1.68/share)  on  sales  of  $181.2  million, 
up  22  percent  from  1983  sales  of  $149 
million.  The  company's  growth  came 
largely  from  increased  sales  of  its  engi- 
neered structural  materials  to  commercial 
and  military  aircraft  markets.  Hexcel  is 
one  of  the  world's  largest  producers  of 
honeycomb  and  advanced  fiber  composite 

terials.  Together  with  its  specialty  chemicals  and  resin  products, 
company  continues  to  foresee  strong  sales  growth  in  basic 

rkets.  Hexcel  has  paid  dividends  consistently  since  1955. 
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Idaho  Power  Company 

For  the  third  year  in  a  row,  excellent  water 
conditions  enabled  this  predominantly 
hydroelectric  utility  to  set  new  financial 
records.  Among  them:  revenues  rose  13.7 
percent  to  $427.8  million;  net  income,  at 
$100.0  million,  reached  that  plateau  for 
the  first  time  ever;  earnings  per  share  rose 
13.6  percent  to  $5.25,  and  return  on  com- 
mon equity  was  15.53  percent.  All  this, 
and  no  nuclear. 
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DN  INDUSTRIES 

1984  Annual  Report 


HON  Industries 

1984  net  sales,  $396.7  million,  up  from 
$8.9  million  in  1964.  In  20  years,  net  sales, 
net  income,  and  average  shareholders' 
equity  increased  more  than  20%  com- 
pounded annually.  120  consecutive 
quarterly  dividends  paid.  Products  include: 
metal  and  wood  office  furniture,  including 
desks,  chairs,  and  files;  systems  furniture; 
materials  handling  equipment;  and 
Heatilator®  fireplaces.  Traded  OTC  on  the 
National  Market  System.  Symbol  HONI. 
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Imperial  Chemical 
Industries  PLC 

ICI  is  a  major  international  chemical 
company  headquartered  in  Britain.  Prod- 
ucts include  pharmaceuticals,  agrochem- 
icals,  specialty  chemicals,  inorganics, 
plastics,  petrochemicals  and  oil.  Sales  ad- 
vanced 20%  in  1984  to  $11.5bn*  and  net 
income  per  ADR  was  up  53%  at  $4.41*. 
ICI  ADR's  trade  on  the  New  York  Stock 
Exchange  and  dividends  have  been  paid 
continuously  on  ICI  stock  for  over  50  years. 
•£  =  $1.16 
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The  Interpublic  Group 
of  Companies,  Inc. 


The  Interpublic  Group  is  the  largest  or- 
ganization of  advertising  agencies  in  the 
world.  It  includes  the  parent  company, 
The  Interpublic  Group  of  Companies,  Inc., 
and  three  worldwide  advertising  agency 
systems: 

•  McCann-Erickson 

•  Marschalk  Campbell-Ewald 

•  SSC&B:Lintas 

The  Interpublic  Group  employs  approxi- 
mately 12,000  people  in  nearly  200  offices  in  more  than  50  countries. 
Associate  relationships  are  maintained  with  locally  owned  advertising 
agencies  in  more  than  two  dozen  other  countries. 
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Koppers  Company,  Inc. 


Koppers  (NYSE:  KOP|  holds  strong  pos 
tions  in  such  growth  markets  as  infu 
structure  rebuilding,  constructio 
products  and  capital  goods.  It  enjoy 
streamlined  operations  and  health 
finances. 

Solid  investor  gains  are  a  major  objectiv 
as  Koppers  targets  a  goal  of  18%  retur 
on  shareholders'  equity.  Its  future  wi 
benefit  from  stepped-up  research  and  d< 
velopment,  capital  investments  in  at 

vanced  technology  ventures,  and  extensive  research  projects  at  1 

major  universities. 
In  the  words  of  Barron's:  Koppers  is  ". .  .on  the  fast  lane  to  recovery. 

Annual  report  highlights  will  be  mailed. 

7! 


Ivaco  Inc. 

The  Ivaco  Group  is  one  of  North  America's 
leading  steel  producers.  It  produces  high 
carbon,  low  carbon  and  alloy  steels  and 
manufactures  a  broad  range  of  steel  prod- 
ucts. Ivaco  is  also  a  leading  producer  of 
paper  machine  clothing  used  for  the  man- 
ufacture of  paper.  The  Company  has  an- 
nual steelmaking  and  rolling  mill  capacity 
in  excess  of  two  million  tons  and  has  35 
plants  of  which  16  are  in  Canada  and  19 
are  in  the  United  States.  Ivaco  earned 

Cdn$33.8  million  on  sales  of  $1.2  billion  in  1984.  Listed  on  the 

Toronto  and  Montreal  Exchanges. 
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La-Z-Boy®  Chair 
Company 

La-Z-Boy  is  a  leading  manufacturer  of  n 
clining  furniture  in  the  U.S.  The  con 
pany's  product  line  also  includes  sleeper 
sofas,  loveseats,  swivel  rockers,  wall  n 
cliners,  rocker  recliners,  plus  executiv 
secretarial  and  electronic  workstatio 
furniture.  F.Y.  '85  sales  reached  a  recoi 
high.  The  1985  Annual  Report  outlines 
program  for  continuing  growth  based  c 
demonstrated  consumer  preferences  f<i 
La-Z-Boy  products. 
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Kelly  Services,  Inc. 

Kelly  Services,  Inc.,  the  nation's  largest . 
supplier  of  temporary  help,  provides  its 
services  in  the  areas  of  office-clerical,  light 
industrial,  marketing,  technical  and  home 
health  care.  Sales  for  1984  increased  41% 
over  the  previous  record  set  in  1983  and 
net  earnings  increased  53%,  also  a  record. 
The  company  increased  dividends  for  the 
thirteenth  consecutive  year,  the  twenty- 
second  annual  dividend  rate  increase  in 
twenty-three  years. 
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The  Limited,  Inc. 

The  Limited,  Inc.  (NYSE:LTD),  the  m 
tion's  largest  women's  apparel  specialti 
store  and  mail  order  retailer  reported  r 
cord  net  income  of  $92,495,000  or  $1.5 
per  share,  an  increase  of  31%  on  sales  • 
$1,343,134,000  for  the  year  ended  Februai 
2, 1985.  During  1984,  the  Company  openu 
274  stores,  acquired  a  240  store  chain  < 
with  the  acquisition  of  800  Lerner  storei 
now  operates  2,250  stores. 


Knight-Ridder 
Newspapers,  Inc. 

Knight-Ridder  Newspapers,  Inc.  is  a  $1.6 
billion  nationwide  communications 
company  engaged  in  newspaper  publish- 
ing, television  broadcasting,  cable  tele- 
vision operations,  business  news  and 
information  services,  newsprint  produc- 
tion, videotex  operations,  specialized 
mobile  radio  services  and  book  publishing. 
Knight-Ridder  common  stock  trades  on 
the  NYSE  under  the  symbol  KRN. 
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IN  1984,  WE  REACHED  OVER 

HALF  A  BILLION  DOLLARS  IN  SALE5 

FOR  THE  FIRM  HME 


Liquid  Air  Corporatic 

Liquid  Air  Corporation  (part  of  the  work 
largest  industrial  gas  company-  L'^ 
Liquide  of  France),  operates  in  the  Unit 
States,  Canada  and  Brazil.  Its  prima! 
products  and  services  are  concentrated 
industrial  gases  (85%  of  revenues),  weldi 
equipment  and  supplies  (9%)  and  urn 
water  diving  and  life-support  equipra 
(6%).  1984  revenues  were  a  record  $.r 
million  and  net  earnings  were  $27.3  m 
lion  ($2.07  per  share). 


1 
ADVERTISEMENT 
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MSR  Exploration  Ltd. 


MSR  Exploration  Ltd.,  an  Alberta  Inde- 
pendent Oil  and  Gas  Company,  is  head- 
quartered in  Cut  Bank,  Montana.  MSR, 
through  its  subsidiaries,  operates  totally 
in  the  USA,  owns  100%  interest  in  some 
150  oil  and  gas  wells,  and  a  natural  gas 
pipeline  and  processing  plant.  Year  end 
December  31,  1984  reported  record  reve- 
nues of  $12.2  million,  cash  flow  $5.2  mil- 
lion or  $0.68  per  share,  net  income  $2.1 
million,  or  $0.28  per  share.  MSR  is  totally 

solvent  and  debt  free.  Traded  on  Toronto  Stock  Exchange  (MSR-T); 

Vancouver  Stock  Exchange  (MSR-V);  American  Stock  Exchange 

MSR).  Year  end  December  31. 
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Operating  ii 
soared,  and  \ 
penetrated  the 
Southeast  Region 
with  a  success 
surpassing  our  most 
optimistic  projections. 


Metro  Airlines,  Inc. 

Metro  Airlines,  Inc.  is  one  of  the  nation's 
largest  regional  airlines,  serving  eight 
Southern  states.  Fiscal  1985  (ended  April 
30)  promises  to  be  record-breaking.  Nine- 
months  operating  revenues  were  up  51% 
to  $41  million;  net  income  was  $3.2  mil- 
lion, or  $1.36  per  share.  Traffic  is  up  63%, 
and  company  is  expanding  highly  profit- 
able Dallas/Fort  Worth  and  Atlanta  hubs. 
NASDAQ:  MAIR. 
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Madison  Gas  and 
Electric  Company 

Madison  Gas  &  Electric  provides  energy 
service  to  over  103,000  customers  in  the 
Wisconsin  capital  city  and  the  surrounding 
areas.  Government,  education  (University 
of  Wisconsin)  and  regional  medical  facil- 
ities provide  an  economically  stable  base. 
The  company's  financial  strength  is  dem- 
onstrated by  a  record  of  continual  dividend 
growth. 
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Minnesota  Power 

Minnesota  Power's  primary  business  is 
an  investor-owned  electric  utility  serving 
a  26,000-square-mile  area  of  central  and 
northeastern  Minnesota.  In  1984  the 
company's  earnings  per  share  increased 
6%  to  $4.06.  In  January,  the  quarterly 
common  stock  dividend  was  raised  to  69 
cents  per  share,  marking  the  15th  consec- 
utive year  in  which  dividends  have  in- 
creased. The  informative  and  colorful  1984 
Report  is  accented  by  scenic  and  recrea- 
tional photos  showing  the  attractiveness  of  the  north  country  to 
visitors  and  residents. 
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Masco  Corporation 


"A  Unique  Growth  Company" 
MASCO  CORPORATION,  a  unique 
growth  company  with  leadership  mar- 
ket positions,  has  reported  28  CON- 
SECUTIVE YEARS  OF  EARNINGS 
INCREASES. 

Masco  manufactures  faucets  and  other 
building-related  products  and  other  spe- 
cialty products  for  the  home  and  family. 
Send  for  our  1984  Annual  Report  to 
learn  why  we  believe  Masco's  earnings 

'ill  continue  to  grow  at  an  average  annual  rate  of  15  to  20  percent 

ver  the  next  five  years. 


81 


Monarch  Capital 
Corporation 

Monarch  Capital  Corporation  (OTC)  is 
an  innovator  in  the  specialized  Variable 
Life  insurance  and  individual  Disability 
Income  Insurance  industries.  Monarch  has 
experienced  revenue  growth  of  98%  in 
1984  and  58%  in  1983,  as  well  as  earnings 
growth  of  23%  in  1984  and  16%  in  1983. 
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Masco  Industries 

"A  Competitive  Edge" 
Our  strategies  for  growth,  advanced 
metalworking  technologies  and  products 
of  value  provide  Masco  Industries  with 
...  A  Competitive  Edge. 

Masco  industries  manufactures  custom- 
engineered  components  and  other  spe- 
cialty products  for  Industry. 

Send  for  our  1984  Annual  Report  to 
learn  why  we  believe  Masco  Industries' 
earnings  can  attain  well  above-average 
future  growth. 
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Morrison-Knudsen 
Company,  Inc. 

Record  high  earnings  ($43.6-million  on 
revenue  of  $2-billion)  were  posted  by 
M-K  in  1984.  This  company  provides 
worldwide  engineering,  construction  and 
construction-management  services,  de- 
velops commercial  real  estate,  ranks  as 
one  of  the  largest  contract  miners  of  coal 
and  lignite  and  owns  the  largest  ship- 
building/ship-repair firm  on  the  west 
coast. 
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Nature's  Sunshine 
Products,  Inc. 

Nature's  Sunshine  Products,  Inc.,  offers 
nearly  300  different  nutritional  and  per- 
sonal care  products  through  a  multi-level, 
network  marketing  program.  The  Com- 
pany has  over  33,400  distributors  in  all 
50  states,  Canada,  Australia  and  New 
Zealand.  Our  Japanese  subsidiary  will  be- 
gin operations  in  mid  1985.  Besides  en- 
capsulated herbs,  the  Company  markets 
vitamins,  minerals,  natural  cosmetics,  a 
domestic  reverse  osmosis  water  purification  system  and  a  diet 


program. 
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Nord  Resources 
Corporation 

Nord  Resources  Corporation  (ASE-NDR 
is  an  international  natural  resource; 
company  involved  in  mining  titaniun 
dioxide  and  kaolin  and  in  the  developmen 
of  gold  and  strategic  mineral  deposits.  Ii 
1984,  Nord  recorded  net  earnings  of  $7.69^ 
million  on  revenues  of  $46,717  millioi 
($1.50  per  share),  the  best  results  in  thi 
growing  company's  history. 
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New  England 
Electric  System 


A  public  utility  holding  company  with 
subsidiaries  serving  customers  in  Mas- 
sachusetts, Rhode  Island  and  New 
Hampshire.  Other  subsidiaries  involved 
in  oil  and  gas  exploration  and  develop- 
ment, shipping,  conservation  services  and 
construction  and  operation  of  an  inter- 
national transmission  interconnection 
with  Hydro  Quebec. 

•  Annual  dividend  rate  increased  to  $3.60 
in  November  1984,  seventh  increase  in  five  years. 

•  10%  compound  earnings  growth  over  last  ten  years. 

•  Three-fourths  of  revenues  regulated  at  federal  level. 

•  Favorable  fuel  mix:  50%  coal,  15%  nuclear,  10%  hydro 

and  25%  oil.  88 


Nova  Pharmaceutical 
Corporation 

Nova  Pharmaceutical  Corporation  is  uti 
lizing  revolutionary  advances  in  neurc 
science  to  create  a  new  generation  c 
pharmaceutical  products.  These  includ 
new  drugs  for  heart  disease,  pain,  appetit 
suppression,  epilepsy,  asthma,  and  anti 
emetics  to  be  used  in  conjunction  wit> 
cancer  chemotherapy. 

Recently,  former  U.S.  President  Geral 
Ford,  former  FDA  Commissioner  Dv 
Charles  Edwards  and  some  of  the  most  prominent  business  leader 
in  America  joined  the  Board  of  Directors  of  Nova.  (NASDAQ:  NOV> 
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NICOR  Inc. 

NICOR  is  a  $2.4  billion  diversified  energy 
company  engaged  in  gas  distribution,  oil/ 
gas  exploration  and  development,  contract 
drilling,  containerized  shipping,  and  off- 
shore marine  services.  Regular  dividends 
have  been  paid  since  1954.  The  annual 
common  dividend  is  currently  $3.04  per 
share.  Earnings  per  share  have  grown  in 
23  of  30  years.  NYSE:  GAS 


Numac  Oil  &  Gas  Ltd. 

Numac  Oil  &  Gas  Ltd.  is  a  diversifio 
Canadian  natural  resource  compaii 
whose  principal  business  is  oil  and  g;i 
exploration,  development  and  productic 
in  Western  Canada.  During  the  last  fit 
years  the  Company  has  consistently  r 
placed  production  and  added  to  its  n< 
crude  oil  reserves.  In  addition,  the  Coe 
pany  has  significant  interests  in  a  uraniu: 
deposit,  heavy  oil  and  exploration  acn 
in  the  Mackenzie  Delta.  The  Comp; 

is  headquartered  in  Edmonton,  Alberta  and  is  listed  on  the  Toron 

and  American  stock  exchanges. 
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Nodaway  Valley  Co. 

Nodaway  Valley  Co.  is  a  holding  company 
with  operations  in  the  graphic  arts  in- 
dustry. Nodaway's  subsidiaries  manufac- 
ture custom  business  forms  and  provide 
the  book  publishing  industry  with  com- 
puterized phototypesetting,  composition, 
editorial,  design  and  management  ser- 
vices. Through  start-up,  acquisition,  and 
re-organization,  Nodaway  has  realized 
rapid  revenue  and  earnings  growth.  Share 
price  has  tripled  in  two  years.  (OTC 
NVCO) 
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NYNEX 

» 

is  a  new  company  focused  on  the  Infc|| 
mation  Age.  NYNEX  provides  telecoi 
munications  services  through  Ne 
England  Telephone  and  New  Yo 
Telephone,  markets  business  informati 
systems,  provides  mobile  phone  servit 
and  publishes  telephone  directorit 
NYNEX  is  a  fast  growing  company  ir 
burgeoning  industry.  For  more  inforrr 
tion,  write:  NYNEX  Annual  Report,  20 
Floor,  335  Madison  Avenue,  New  Yoi 
NY  10017. 
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cquftra/,  inc. 


OTF  Equities,  Inc. 

This  former  investment  company  became 
an  operating  company  in  1982  by  acquiring 
52%  of  Comp-U-Check,  Inc.,  a  check 
guarantee  and  verification  company.  In 
1983  it  acquired  91%  of  Reuter  Labora- 
tories, a  leading  company  in  the  natural, 
chemical-free,  insecticide  control  indus- 
try. Its  products,  packaged  under  the 
ATTACK  label,  are  traps,  viruses  and 
bacteria  that  kill  bugs  without  the  harmful 
side  effects  of  chemicals. 
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PacifiCorp 


PacifiCorp  (PPW  NYSE-  -'84  revenues  $1.8 
billion)  was  the  first  electric  utility  to 
significantly  diversify  its  activities. 
Holdings  include  Pacific  Power  &.  Light, 
the  largest  electric  utility  in  the  Pacific 
Northwest;  Pacific  Telecom,  the  sixth 
largest  non-Bell  U.S.  telecommunications 
company,  and  NERCO,  one  of  the  ten 
largest  U.S.  producers  of  coal,  silver  and 
gold. 
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The  Ohio  Mattress 
Company 

In  1984: 

•  We  were  the  largest  individual  U.S. 
Licensee  of  Sealy-brand  bedding 

•  We  acquired  the  Stearns  &  Foster 
Company 

•  Our  sales  were  a  record  $252  million — 
up  155  percent 

•  Our  net  earnings  increased  78  percent 

•  We  paid  a  dividend  of  40  cents  per  share 
and  our  ten-year  dividend  growth  rate  is 
26  percent 
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Pennsylvania  Power  & 
Light  Company 

Pennsylvania  Power  &  Light  Co.  serves 
more  than  a  million  customers  in  Central 
Eastern  Pennsylvania.  Our  competitively 
priced  electric  power  and  relatively  small 
future  construction  program  provide  a 
long-term  advantage  for  attracting  busi- 
nesses to  our  area.  Recognizing  that  our 
financial  health  is  linked  to  the  prosperity 
of  our  service  area,  we  are  continuing  to 
promote  economic  development  here. 
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Overseas  Shipholding 
Group,  Inc. 


OSG  is  engaged  exclusively  in  the  ocean 
transportation  of  bulk  commodities  such 
as  oil,  coal,  iron  ore  and  grain  in  both  the 
U.S.  and  worldwide  markets.  Among  the 
largest  bulk  shipping  companies  in  the 
world,  OSG  owns  and  operates  a  fleet  of 
61  vessels,  aggregating  six  million  dead- 
weight tons.  The  Company's  strong  fi- 
nancial condition,  reflecting  its  growth 
record,  and  prospects  for  the  various  bulk 

lipping  markets  are  detailed  in  its  1984  Annual  Report.  (NYSE, 

iE:  OSG) 
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Penril  Corp. 


Penril  Corp.  (AMEX-PNL)  designs,  man- 
ufactures and  markets  a  diversified  line  of 
high  tech  electronic  equipment,  at  9  U.S. 
and  3  foreign  profit  centers.  The  1st  half 
of  fiscal  1985  saw  earnings  rise  47%,  to  a 
record  high  of  $1,569,000,  compared  to 
$1,064,000  in  the  like  period  of  1984.  EPS 
were  up  40%,  to  73<c/share,  compared  to 
52<t/share  in  the  1st  half  of  1984.  Revenue 
climbed  to  a  record  $40,175,000  for  the 
period,  compared  to  $26,625,000.  The 
Company  generated  revenue  at  an  annualized  rate  of  $80,000,000  for 
the  1st  half  of  FY  1985,  compared  to  a  total  of  $65,702,000  during 
the  year  ended  31  July  1984.  Penril  has  made  14  acquisitions  during 
the  past  11  years  and  continues  to  seek  $10-$50  million 
revenue  electronic  manufacturing  businesses,  for  cash.  101 


Pacific  Gas  & 
Electric  Company 

Pacific  Gas  &  Electric  Company  details 
the  highlights  of  1984,  outlines  key  plans 
for  the  future  and  shows  graphically  the 
company's  diversity  of  energy  sources — 
a  diversity  that  provides  maximum  flex- 
ibility to  meet  changing  conditions  and 
helps  PG&E  meet  its  goal  of  energy  ser- 
vices at  reasonable  rates  for  customers 
while  providing  a  fair  return  for 
stockholders. 
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DRUGSTORES 
1984  ANNUAL 
REPORT 


Perry  Drug  Stores,  Inc. 


The  Perry  Drug  Stores  1984  record  pro- 
duced by  its  drugstores,  auto  parts  and 
health  care  divisions: 

•  Record  sales  of  $372  million,  up  30 
percent. 

•  Earnings,  outpacing  sales  growth  by 
2-1,  totaled  $7.6  million,  up  68  percent. 

•  Units  now  total  over  310  compared  to 
183  in  fiscal  1983. 

•  Plans  45  new  units — 30  auto  parts 
stores,  15  drugstores,  not  including  ac- 
quisitions in  eight-state  Midwest  region. 

•  Expects  continued  improvement  in  sales  and  earnings. 
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Portland  General 
Electric  Company  (PGN) 


Serves  over  500,000  customers  in  Oregon. 
Diversified  resource  base  of  company- 
owned  hydro,  nuclear,  coal,  and  long-term 
hydro  purchase  contracts.  In  early  1985 
two  major  rating  agencies  raised  the 
Company's  First  Mortgage  bond  credit 
rating  to  a  solid  single  A  based  on  im- 
proving financials  and  reduced  nuclear 
exposure.  1984  earnings  per  share:  $2.80 
on  revenues  of  $722  million. 
If  you  would  like  more  information  about  being  a  stockholder  in 
Portland  General  Electric  Company,  please  contact  us  directly: 
Portland  General  Electric  Company,  Investor  Relations  Department/ 
Walter  Bauman,  121  S.W.  Salmon  Street,  Portland,  OR  97204. 
Phone:  (503)  226-8599.  103 
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PSE&C 

Serving  New  Jersey 

the  High-Tech. 

High -Growth  State 


Public  Service  Electric 
and  Gas  Company 

The  nation's  third  largest  combination 
electric  and  gas  utility,  serving  nearly 
three-quarters  of  the  population  in  New 
Jersey.  Assets  approximate  $9.7  billion.  I 
Over  230,000  common  stockholders  are 
currently  receiving  dividends  at  the  rate 
of  $2.72  per  share  annually.  PSE&.G  has 
paid  dividends  continuously  since  1907 
with  consecutive  dividend  increases  ovei 
the  past  9  years. 
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Powertec,  Inc. 

Powertec  continued  its  growth  in  the  year 
ended  October  31,  1984  and  recorded  in- 
creases in  sales  of  48%,  net  income  59%, 
earnings  per  share  39%  and  new  orders 
56%,  due  mainly  to  the  favorable  accept- 
ance of  the  Company's  new  products. 

Powertec,  Inc.  designs,  manufactures 
and  markets  standard  switching  DC 
power  supplies  for  original  equipment 
manufacturers  of  electronic  systems, 
primarily  for  use  in  computer  and 
telecommunication  equipment. 
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Questar  Corporation 

Questar  Corporation's  annualized  returr 
to  holders  of  common  stock,  includinj 
dividends  and  price  appreciation,  through 
December  1984,  was  31%  for  three  yean 
and  23%  for  five  years.  Questar  is  a  Utah 
based,  diversified  energy  company  wit! 
three  principal  activities:  oil  and  gas  ex 
ploration  and  production  and  natural  gai 
transmission  and  retail  distribution.  198'- 
net  income  was  17%  higher  than  in  1983 
including  a  one-time  credit. 
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Public  Service  Company 
of  Colorado 

Colorado's  largest  investor-owned  electric 
and  gas  utility — serving  75%  of  the  state's 
3.2  million  population. 

Investment  benefits  include — 10%  div- 
idend yield,  4%  dividend  growth,  strong 
balance  sheet,  high  cash  flow,  good  earn- 
ings quality,  growth  service  territory,  no 
major  plant  construction  and  upgraded 
bond  ratings. 
Five  consecutive  years — winner  of 
National  Association  of  Investors  Corporation  Nicholson  Award 
for  Best  Electric  Utility  Annual  Report  for  the  Individual  Investor. 
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RTE  Corporation 


RTE  leads  with  Westinghouse  and  Gil 
in  the  manufacture  of  distribution  trans 
formers  and  related  equipment  for  electrir 
utilities.  Through  acquisitions  RTE  ha 
also  become  a  major  electronics  firmi! 
providing  capacitors  and  power  supplia 
for  expanding  high  tech  industries  as  wel 
as  Uninterruptible  Power  Supply  systemi 
for  business  computers  and  other  appli ' 
cations.  RTE's  1984  results  set  compan 
records!  Combined  sales  were  $350  mill 

lion  with  net  earnings  of  $13  million  ($1.75  per  share).  NYSE  symbo 

RTE. 
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Public  Service  Company 
of  New  Mexico 

Changing  but  Unchanged  Fundamentals 
is  the  theme  of  this  year's  Annual  Report, 
illustrated  by  a  Southwest  literary  and 
photographic  essay.  1984  Developments: 
Acquisition  of  a  305,000  customer  gas 
utility,  an  innovative  ratemaking  concept 
and  the  near-completion  of  a  joint  nuclear 
plant.  PNM's  diversification  subsidiaries 
accounted  for  over  14%  of  1984  earnings 
and  contributed  to  a  15  year  trend  of  annual 
dividend  increases. 
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K.J.  Keynoids 
Industries,  Inc. 


RJ.  Reynolds  Industries,  Inc.  (RJR)  is  a 
international  consumer  products  and  se 
vices  corporation  with  major  interests  i 
tobacco;  canned  and  frozen  foods,  be1 
erages  and  fresh  fruit;  spirits  and  wine 
quick-service  restaurant  operations;  an 
specialty  retailing  and  packaging. 

In  1984,  RJR  achieved  record  sales  ar 
earnings  and  raised  the  cash  dividend  f< 
the  31st  consecutive  year.  Sales  $12.5 

billion,  net  earnings  $843  million,  earnings  per  share  $7.00,  dividem 

per  share  $3.25. 
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Safety-Kleen  Corp. 

In  1984,  Safety-Kleen 's  net  earnings  grew 
23%,  marking  the  fourteenth  consecutive 
year  of  growth  in  excess  of  20% .  Safety- 
Kleen  is  the  world's  largest  provider  of 
parts  cleaner  services  and  related  solvent 
recycling.  The  Company  is  also  developing 
other  related  resource  recovery  services 
in  the  restaurant,  automotive  repair,  in- 
dustrial and  dry  cleaner  markets.  1984 
Sales  $185,630,000.  Earnings  $19,428,000; 
EPS  $1.39.  (NYSE:  SK) 
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Southern  New 
England  Telephone 

Southern  New  England  Telephone  is  an 
independent  communications  company 
operating  in  both  regulated  and  unregu- 
lated markets,  both  in  and  beyond  Con- 
necticut. We  supply  network  services, 
information  management  systems  and 
communications  equipment.  SNET  has 
about  14,000  employees,  1.2  million  cus- 
tomers and  more  than  one  billion  dollars 
in  annual  revenues. 
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Seacoast  Banking 
Corporation  of  Florida 

Strongly  capitalized,  Seacoast  is  the  oldest 
and  largest  independent  bank  on  the 
Treasure  Coast  (north  of  the  Palm 
Beaches),  Florida's  fastest-growing  market 
per  D&B.  Fiscally  conservative  and  op- 
erationally innovative,  Seacoast's  expe- 
rienced management  team  combined  an 
aggressive  marketing  and  expansion  pro- 
gram with  record  profitability.  In  1984, 
return  on  average  assets  was  1.02%,  and 

tal  assets  increased  23.8%.  Seacoast  trades — NASDAQ/OTC 

BCFA). 
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Sunshine-Jr.  Stores,  Inc. 

Sunshine-Jr.  Stores,  Inc.  owns  and  operates 
335  convenience  stores  in  Florida,  Ala- 
bama, Mississippi,  Georgia  and  Louisiana, 
and  5  supermarkets  in  Bay  County,  Fla. 
Ninety-five  percent  of  the  convenience 
stores  offer  self-service  gasoline.  Sales 
were  $181.9  million,  up  7.5%.  Net  income 
was  $2.22  million,  or  $1.30  per  share,  up 
22.1%.  Sunshine-Jr.  has  paid  dividends 
every  quarter  since  1974. 


116 


HELBYWILUAMS 


Shelby  Williams 
Industries,  Inc. 

Shelby  Williams  manufactures  chairs  and 
other  seating  products  for  the  Hotel  and 
Food  Service  Industry.  The  Company's 
sales  in  1984  passed  $100,000,000  with 
net  income  of  $6,400,000,  reflecting  5- 
year  compound  growth  rates  of  15  and  24 
percent,  respectively.  The  Company  has 
an  estimated  20  percent  market  share, 
and  its  customers  include  Holiday  Inns, 
Hilton  and  Raddison  hotels,  Wendy's  and 
Chi-Chi's  restaurants. 
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Teleflex  Corporation 

Teleflex  revenues  increased  for  the  tenth 
consecutive  year  to  $155.7  million.  Net 
income  increased  19%  from  $9.5  million 
in  1983  to  $11.3  million  in  1984.  Earnings 
per  share  from  operations  were  $2.15  in 
1984  compared  to  $1.83  in  1983. 

Teleflex  Incorporated  is  an  applications 
engineering  company  which  is  dedicated 
to  solving  problems  through  the  design, 
development,  and  marketing  of  specialized 
technologies. 
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SILVERADO 
MINES  LTD. 


Silverado  Mines  Ltd. 


—\  With  its  Grant  Gold  Mine  in  Alaska 

^^L  starting  production  in  Oct.,  Silverado  has 

Jl  ^^g  reached  a  major  corporate  milestone.  The 

KVPffl  development  is  a  joint  venture  with  Aurex 

mm  Inc.  and  Tri-Con  Mining  Inc.,  the  former 

'£A^^m  controlled  by  Marubeni  America  Corpora- 

tion. Silverado  also  initiated  a  sale  of  2  mil- 
lion treasury  shares,  by  way  of  options,  to 
Aurex.  The  first  500,000-share  option, 
exercised  in  Feb.,  netted  Silverado  $1.5 
million  |Cdnj.  Test  and  production  work 
its  Nolan  placer  operation,  290  road  miles  north  of  Fairbanks,  in- 
:ates  economic  gold-bearing  gravels  of  $10-$1200  (US)  per  yard 
d  recovery  costs  approximating  $8  per  yard.  Silverado  trades  in 
ncouver  (SAD)  and  on  NASDAQ  (SLVRF),  and  is  register- 
under  the  provisions  of  Securities  Exchange  Act  of  1934. 


Telephone  and  Data 
Systems,  Inc. 
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TDS  is  a  diversified  communications  ser- 
vice company  with  substantial  local  tele- 
phone operations  and  developing  radio 
paging  and  cellular  mobile  telephone  op- 
erations. TDS  serves  more  than  181,000 
telephone  customers,  has  over  35,000  pa- 
gers in  service  and  expects  to  have  over 
55,000  by  year  end.  TDS's  cellular  sub- 
sidiary is  constructing  and  will  be  oper- 
ating mobile  telephone  systems  in 
Knoxville,  TN  and  Tulsa,  OK,  and  has  limited  partnership  interests 
in  11  other  markets,  including  a  5.5%  in  Los  Angeles,  the  leading 
cellular  market  in  the  U.S.  Year  end  12/31/84:  Total  Operating 
Revenues:  $99,336,000;  Net  Income:  $7,759,000;  Earnings 
per  share:  $1.01;  Dividends:  $.395  per  share.  118 


Templeton  Energy,  Inc. 


Simply  stated, 
to  build  asset 
for  themselves 


Proved  reserves, 
Equivalent  Bcf 
Future 
net  revenues 
Discounted 
future 
net  revenues 

Total  assets 

Stockholders' 

equity 


our  corporate  objective  is 
values.  The  results  speak 

1984  1983         1982 

(Dollars  in  thousands) 

unescalated: 

183.4    180.1    166.7 

$564,424  $535,122  5478,790 


$167,010  $155,675  $139,668 
$167,908  $162,180  $156,352 

$  78,247  $  76,790  $  73,298 
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Transco  Exploration 
Partners,  Ltd. 

Transco  Exploration  Partners,  Ltd.  (NYS! 
EXP),  formed  in  July  1983,  is  the  large: 
publicly  traded  oil  and  gas  limited  par 
nership.  In  1984,  net  income  was  $4 
million  on  revenues  of  $430  millioi 
Funds  from  operations  totaled  $292  mi 
lion.  The  partnership  offers  investors  ai 
nual  cash  distributions  of  $2.20  per  un 
(currently  tax-free),  the  flow-through  t 
tax  benefits  and  upside  potential  throug 
an  aggressive  oil  and  gas  exploratio 
program. 
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The  Times 
Mirror  Company 

The  Times  Mirror  Company,  publisher 
of  the  Los  Angeles  Times,  is  a  diversified 
media  communications  company  engaged 
in  newspaper  publishing,  broadcast  and 
cable  television,  book  and  magazine  pub- 
lishing, information  services,  art  and 
graphic  products,  and  newsprint  and  forest 
products.  Revenues  in  1984  were  $2.8  bil- 
lion. Net  income  reached  approximately 
$232.7  million,  or  $3.38  per  share. 
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United  Energy 
Resources,  Inc. 

United  Energy  Resources,  Inc.  document  W 
its  competitive  success  through  vigorov  jk 
marketing  and  cost  controls  in  the  conM 
pany's  1984  Annual  Report.  Competitiv  ■> 
progress  made  by  UER  in  1984  include 
throughput  volume  increases  of  9%  an 
18%,  respectively,  for  the  company's  in 
terstate  and  intrastate  natural  gas  tram 
mission  subsidiaries.  Net  income  in  198 
was  $36  million,  compared  with  $29  mil 
lion  of  net  income  in  1983. 
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Transamerica 
Corporation 

Transamerica  Corporation  is  a  diversified 
company  providing  its  customers  world- 
wide with  a  uniquely  broad  range  of  prod- 
ucts and  services  in  insurance,  finance, 
manufacturing  and  transportation.  Its  fi- 
nancial goals  are  to  achieve  long-term 
growth  in  earnings  of  10  to  15  percent  or 
better;  to  increase  dividends  at  a  rate  that 
outpaces  inflation;  and  to  achieve  a  return 
on  equity  that  ranks  it  among  the  top  25 
percent  of  major  U.S.  corporations. 
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United  Industrial 
Corporation 

A  leading  developer  of  sophisticated  d( 
fense  electronics  and  technically  advan< 
ordnance  and  weapons  systems,  Unit< 
Industrial  Corporation  is  also  a  worl 
leader  in  the  growing  field  of  solid-fueL 
burning  combustion  equipment  for  in 
dustries  and  utilities.  The  company  ha 
reported  an  increase  in  net  income  fo 
each  of  the  last  13  years. 
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Transco  Energy  Company 

Transco  Energy  Company  (NYSE:  E)  1984 
net  income  was  $131  million  ($5.27/share) 
on  revenues  of  $36.6  billion.  Businesses 
include  natural  gas  transmission;  oil  and 
gas  exploration  and  production;  coal  min- 
ing and  marketing.  A  unique  dividend  pol- 
icy— a  quarterly  dividend  per  share  of  $.54 
in  cash  and  V\6  of  a  unit  of  Transco  Explo- 
ration Partners  (NYSE:  EXP)— results  in  an 
annualized  yield  of  more  than  15%  per 
share. 
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Unitrode  Corporation 

Sales  in  Unitrode 's  twenty-fifth  year  ende 
January  31,  1985  were  $200  million  am 
earnings  per  share  were  $1.65,  the  nintl 
consecutive  year  of  record  results. 

Unitrode  Corporation  (NYSE-UTR 
manufactures  power  semiconductors 
analog  ICs,  ceramic  capacitors  and  EM 
filters,  data  conversion  devices,  am 
switching  power  supplies  for  the  highest 
growth,  most  profitable  segments  of  th' 
electronics  industry. 
Unitrode's  performance  is  consistent — an  average  of  28%  annua 
growth  in  profits  since  1975. 
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USLICO  Corporation 

The  newly  formed  holding  company  now 
owns  United  Services  Life,  a  Virginia  life 
insurance  company  with  six  regional 
companies.  Excellent  results  for  1984  were 
reported;  total  net  earnings  were  $31.9 
million;  assets  were  $1.1  billion,  and  in- 
surance in  force  reached  $15.7  billion.  New 
life  premiums  totalled  $112.5  million  and 
new  sales  volume  was  $4.15  billion.  The 
stock  was  up  24%  for  the  entire  year. 
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WICOR,  Inc. 


Record  results  for  its  chief  subsidiaries 
advanced  WICOR's  earnings  to  $23.6 
million,  40%  over  '83.  Our  common 
stock  market  price  grew  by  27%  and  the 
common  dividend  by  7Vi%  to  $2.30 
annually. 

WICOR's  subsidiaries  are  Wisconsin 
Gas,  the  state's  largest  natural  gas  utility, 
Sta-Rite  Industries,  a  leading  maker  of 
water  systems  and  fluid  control  equip- 
ment, and  WEXCO,  which  invests  in  oil 
and  gas  development. 
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Utah  Power  &  Light 
Company 


Coal-fired  power  plants  provide  about  95% 
of  the  electricity  we  generate.  We  are  a 
moderately  large  utility  with  assets  of 
$2.9  billion  and  1984  revenues  of  $968 
million.  We  serve  some  490,000  customers 
in  the  economically  diversified  region  of 
southeastern  Idaho,  southwestern  Wyo- 
ming and  Utah.  Our  current  annual  in- 
dicated dividend  rate  is  $2.32  per  share. 
Last  year,  the  company  began  generating 

ower  from  a  20,000-kilowatt  geothermal  generating  plant  in  south- 

'estern  Utah. 
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Woodhead  Industries,  Inc. 

Woodhead  Industries,  Inc.  (Daniel 
Woodhead,  Inc.)  is  growing  through 
emerging  technologies,  new  market  pen- 
etrations, and  strategically-planned  ac- 
quisitions. Integrated  responses  to  market 
needs  are  coordinated  through  three  major 
manufacturing  groups — electrical,  me- 
chanical and  telecommunications — with 
manufacturing  facilities  in  the  United 
States,  Canada,  Mexico  and  the  United 
Kingdom.  Woodhead  trades  NASDAQ 
(WDHD). 
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Van  Dorn  Company 

1984  sales  and  earnings  highest  in  112- 
year  history.  Earnings  increased  129%  on 
sales  gain  of  31%  as  compared  with  1983 
results.  Seven  stock  splits  since  1964. 
Ill  consecutive  quarterly  dividends.  Divi- 
dend increases  for  22  consecutive  years. 


Sales 

Net  Inc. 

Ann. 

(Mils.) 

(Mils.) 

EPS 

Div. 

4       $296.4 

$16.8 

$3.80 

$  .82 

3          225.9 

7.4 

1.70 

.76 

2          184.3 

3.6 

.85 

.75 

1          195.2 

6.7 

1.55 

.69 

0         172.4 

6.1 

1.34 

.67 

Worthington 
Industries,  Inc. 


wo  product  lines:  containers  and  plastic  injection  molding  ma- 
hinery.  Twenty  manufacturing  facilities  in  seven  states,  Canada, 
rid  Puerto  Rico.  NYSE:  VDC.  129 


Worthington  Industries  was  recognized 
among  the  Fortune  500  during  1984  as 
one  of  only  13  "Corporate  Stars  that 
Brightened  a  Dark  Decade" — companies 
demonstrating  consistently  superior  per- 
formance. Compound  annual  growth  rates 
in  sales,  net  earnings  and  earnings  per 
share  were  21%,  21%  and  18%  respectively, 
over  the  last  ten  years.  A  diversified  man- 
ufacturing company  with  leadership 

market  positions  in  the  metal  and  plastic  fields.  Fiscal  year  ends 

May  31. 

NASDAQ  National  Market  Symbol:  WTHG 

Newspaper  Abbreviation:  Wrthgtnln 
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Washington  National 
Corporation 

Washington  National  Corporation  is  a  fi- 
nancial services  holding  company  oper- 
ating in  the  life,  annuity  and  health 
insurance  business.  Annual  revenues  are 
nearly  $1  billion,  assets  are  $3.4  billion, 
and  life  insurance  in  force  is  $23.5  billion. 
Net  income  for  1984  was  $37.5  million. 
Major  subsidiaries  market  contemporary, 
interest-sensitive  coverages.  "WNT"  is 
traded  on  the  New  York  Stock  Exchange. 
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Zero  Corporation 

1985 

Annual  Report 


Zero  Corporation 

Zero  Corporation  reported  its  thirteenth 
consecutive  year  of  record  earnings  and 
has  increased  its  cash  dividends  each  year 
since  1974.  During  this  period,  Zero  had 
eight  stock  splits,  the  most  recent  of  which 
was  a  5-for-4  split  in  March  of  1985. 

Zero  is  a  leading  manufacturer  of  cab- 
inets, cases,  cooling  equipment,  packaging 
hardware  and  acoustical  cabinets  primar- 
ily for  the  electronic  and  computer  in- 
dustries. It  also  produces  the  Zero 
Halliburton®  line  of  quality  aluminum  luggage  and  camera  cases. 
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These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.AMI  46. 

2.  AMCA  International  Ltd.  47. 

3.  AMP  Incorporated  48. 

4.  Affiliated  Publications,  Inc.  49. 

5.  Alexander  &  Baldwin,  Inc.  50. 

6.  American  Brands,  Inc.  51. 

7.  American  Business  Products,  Inc.  52. 

8.  American  Can  53. 

9.  American  Express  Company  54. 

10.  American  General  Corporation  55. 

1 1 .  American  National  Petroleum  Co.  56. 

12.  American  Software,  Inc.  57. 

13.  Anderson,  Greenwood  &  Co.  58. 

14.  Arizona  Public  Service  Company  59. 

15.  B'A'T  Industries  60. 

16.  BATUSInc.  61. 

17.  Baldor  Electric  Company  62. 

18.  Bank  of  Montreal  63. 

19.  Bayly  Corp.  64. 

20.  Bonneville-West  Corporation  65. 

21.  Brush  Wellman,  Inc.  66. 

22.  Burnup  &  Sims  (BSIM)  67. 

23.  CP  National  Corporation  68. 

24.  CSX  Corporation  69. 

25.  Chemed  Corporation  70. 

26.  Chesapeake  Corporation  71 . 

27.  Chesebrough-Pond's  Inc.  72. 

28.  Chicago  Pneumatic  Tool  Company  73. 

29.  Chieftain  Development  Co.  Ltd.  74. 

30.  Church's  Fried  Chicken,  Inc.  •  75. 

31.  Claire's  Stores,  Inc.  76. 

32.  Clopay  Corporation  77. 

33.  Coachmen  Industries,  Inc.  78. 

34.  Collins  Foods  International,  Inc.  79. 

35.  Comerica  Incorporated  80. 

36.  Community  Psychiatric  Centers  81. 

37.  Comp-U-Check,  Inc.  82. 

38.  Computer  Task  Group,  Inc.  83. 

39.  CompuTrac,  Inc.  84. 

40.  Crane  Co.  85. 

41.  Deb  Shops,  Inc.  86. 

42.  Eaton  Corporation  87. 

43.  Emery  Air  Freight  88. 

44.  FPL  Group,  Inc.  89. 

45.  Family  Dollar  Stores,  Inc.  90. 


Fansteel  Inc.  91 . 

Fay's  Drug  Company,  Inc.  92. 

Ferro  Corporation  93. 

First  Interstate  Bancorp  94. 

FlightSafety  International,  Inc.  95. 

Fort  Howard  Paper  Company  96. 

Gannett  Co.,  Inc.  97. 

Gearhart  Industries,  Inc.  98. 

Genstar  Corporation  99. 

Georgia-Pacific  Corporation  100. 

Gibson  Greetings,  Inc.  101. 

Golden  Triangle  Royalty  &  Oil,  Inc.  102. 

W.R.  Grace  &  Co.  103. 

Grow  Group,  Inc.  104. 

Gulfstream  Aerospace  Corporation  105. 

Frank  B.  Hall  &  Co.  Inc.  106. 

Harsco  Corporation  107. 

Health  Care  Fund  108. 

Helix  Technology  Corporation  109. 

Hexcel  Corporation  110. 

HON  Industries  111. 

House  of  Fabrics,  Inc.  112. 

IU  International  Corporation  113. 

Idaho  Power  Company  114. 

Imperial  Chemical  Industries  PLC  115. 

The  Interpublic  Group  of  Companies  116. 

Ivaco  Inc.  117. 

Kelly  Services,  Inc.  118. 

Knight-Ridder  Newspapers,  Inc.  119. 

Koppers  Company,  Inc.  120. 

La-Z-Boy    Chair  Company  1 21 . 

The  Limited,  Inc.  122. 

Liquid  Air  Corporation  123. 

MSR  Exploration  Ltd.  124. 

Madison  Gas  and  Electric  Company  125. 

Masco  Corporation  126. 

Masco  Industries  127. 

Metro  Airlines,  Inc.  128. 

Minnesota  Power  129. 

Monarch  Capital  Corporation  130. 

Morrison-Knudsen  Company,  Inc.  131. 

Nature's  Sunshine  Products,  Inc.  132. 

New  England  Electric  System  133. 

NICOR  Inc.  134. 
Nodaway  Valley  Co. 


Nord  Resources  Corporation 

Nova  Pharmaceutical  Corporation 

Numac  Oil  &  Gas  Ltd. 

NYNEX 

OTF  Equities,  Inc. 

The  Ohio  Mattress  Company 

Overseas  Shipholding  Group,  Inc. 

Pacific  Gas  &  Electric  Company 

PacifiCorp 

Pennsylvania  Power  &  Light  Co. 

Penril  Corp. 

Perry  Drug  Stores,  Inc. 

Portland  General  Electric  Co.  (PGN 

Powertec,  Inc. 

Public  Service  Co.  of  Colorado 

Public  Service  Co.  of  New  Mexico 

Public  Service  Electric  and  Gas  Co 

Questar  Corporation 

RTE  Corporation 

R.J.  Reynolds  Industries,  Inc. 

Safety-Kleen  Corp. 

Seacoast  Banking  Corp.  of  Florida  a 

Shelby  Williams  Industries,  Inc. 

Silverado  Mines  Ltd. 

Southern  New  England  Telephone  I 

Sunshine-Jr.  Stores,  Inc. 

Teleflex  Corporation 

Telephone  and  Data  Systems,  Inc. 

Templeton  Energy,  Inc. 

The  Times  Mirror  Company 

Transamerica  Corporation 

Transco  Energy  Company 

Transco  Exploration  Partners,  Ltd.  I 

United  Energy  Resources,  Inc. 

United  Industrial  Corporation 

Unitrode  Corporation 

USLICO  Corporation 

Utah  Power  &  Light  Company 

Van  Dorn  Company 

Washington  National  Corporation 

WICOR,  Inc. 

Woodhead  Industries,  Inc. 

Worthington  Industries,  Inc. 

Zero  Corporation 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Bound  for  Europe?  The  mighty  dollar  has 
slipped,  but  you  can  get  that  slippage  back. 
Just  learn  the  rules  for  pocketing,  instead 
of  paying,  value-added  tax. 

Get  the  VAT  back, 

Jack 


By  Marcia  Berss 


orons  from  Outer  Space!" 
screams  a  poster  for  a  grade-B 
spoof  now  playing  at  Europe- 
an movie  houses:  "They  came.  They 
saw.  They  did  a  little  shopping." 

And  so  it  will  be  for  the  6  million 

U.S.   tourists   invading  Europe   this 

year,  pockets  bulging  with  (relatively) 

i  strong   dollars.   Bargains    are    every- 


where. A  Rolex  watch  costs  25%  less 
in  Geneva  than  in  Georgia.  Waterford 
crystal  is  half  the  price  in  London  that 
it  is  in  Los  Angeles.  Pucci  designer 
clothes  are  35%  cheaper  in  Florence 
than  in  Florida.  And,  your  eager 
salesman  will  tell  you,  as  an  Ameri- 
can exporting  your  purchase,  you  can 
also  get  the  value-added  tax  (VAT) 
refunded,  saving  another  15%  or 
20%,  depending  upon  the  country  in 


which   you  buy  (see  table,  p.   220). 

But  hold  a  minute.  Getting  that 
VAT  back  is  easier  said  than  done.  Say 
you  spend  $100  in  Ireland,  where  the 
VAT  is  23%.  You  fill  out  the  export 
form  given  to  you  by  the  retailer,  get 
it  stamped  by  customs  as  you  leave 
Ireland,  mail  the  form  back  to  the 
retailer  and  in  a  few  weeks  you'll  get  a 
check  from  the  retailer — who  usually 
takes  a  little  off  for  "processing." 
Your  check  reads  20  Irish  pounds,  or 
punts.  How  quaint.  Your  local  bank,  if 
it  accepts  it  at  all,  will  likely  charge 
you  $10  or  $15  in  fees  to  cash  the  $20 
check.  You're  left  with  a  fiver  or  so. 

And  it's  no  better  if  you  go  to  the 
U.S.  office  of  a  foreign  bank.  The  New 
York  branch  of  Deutsche  Bank,  West 
Germany's  largest,  will  charge  you 
$28.50  to  cash  a  DM  check  drawn  on 
Deutsche  Bank  in  Frankfurt,  for  ex- 
ample. No  wonder  Harrods,  the  big 
London  department  store,  estimates 
that  20%  of  its  VAT  checks  are  never 
cashed,  thus  creating  a  nice  "float"  for 
the  store. 

But  there  are  ways  to  avoid  the  VAT 
trap.  First,  you  can  try  to  have  the  tax 
deducted  on  the  spot,  when  you  make 
your  purchase.  European  retailers  are 
not  required  to  charge  VAT  if  the 
goods  go  abroad.  But  the  taxman  de- 
mands proof  of  export  at  tax  collec- 
tion time.  So  most  shops  require  tour- 

Sepp  Seitz/Woodfin  Camp 
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ists  to  file  a  VAT  claim,  get  it  stamped 
by  customs  upon  departure,  and  then 
mail  it  back  to  the  retailer,  who  in 
turn  issues  a  check. 

A  retailer  can  legally  deduct  the  tax 
when  the  sale  is  made,  but  then  he 
must  rely  on  the  goodwill  of  the  buyer 
to  mail  back  the  validated  VAT  form 
once  he  gets  home.  Naturally,  few 
storekeepers  can  afford  to  be  so  trust- 
ing. "The  dealer  who  does  it  is  either 
stupid  or  desperate,"  says  a  German 
customs  man. 

But  shipping  your  purchase  solves 
the  "proof  of  export"  problem  nicely. 
The  retailer  will  automatically  de- 
duct the  tax  for  items  he  ships  be- 
cause he  files  the  customs  documents 
directly.  Of  course,  shipping  is  unnec- 
essary for  portable  purchases,  and 
even  if  you're  willing  to  pay  the 
freight,  shipping  may  be  prohibited. 
The  U.S.  distributor  for  the  Rolex 
watch,  for  example,  had  enough  clout 
to  force  the  Swiss  manufacturer  to 
ban  shipping  of  the  watch.  Enterpris- 
ing Americans  were  buying  the 
$1,500  watches  in  bulk,  shipping 
them  stateside  and  then  reselling 
them  at  a  fat  profit,  undercutting  the 
U.S.  firm. 

If  you  can't  get  the  VAT  deducted 
up  front,  you  can  say  "charge  it."  Just 
as  a  foreign  purchase  made  via  credit 
card  will  be  billed  in  dollars,  you  can 
also  put  the  VAT  refund  on  your 
charge  card,  credited  in  dollars.  Har- 
rods,  which  just  added  10  people  to  its 
existing  staff  of  18  to  process  VAT 
forms  this  summer,  has  arranged  with 
major  credit  card  companies  to  credit 
the  VAT  on  charge  cards,  even  if  the 
customer  pays  with  cash.  American 
Express  and  Visa  balk  at  the  sugges- 
tion that  tourists  try  this  at  all  credit- 
card-accepting  retailers,  but  a  spot 
check  by  Forbes  shows  many  retail- 
ers will  gladly  take  your  cash  and 


credit  a  VAT  refund  on  your  charge 
card.  This  procedure  saves  the  mer- 
chant the  paperwork  of  writing  and 
mailing  a  check. 

If  paying  with  a  credit  card,  ship- 
ping your  purchases  or  deducting  the 
tax  up  front  doesn't  work,  you  may 
still  be  able  to  avoid  receiving  a  for- 
eign currency  check.  Sweden  boasts 
Europe's  best  system  for  dealing  with 
foreign  shoppers.  A  private  company, 
Sweden  Tax-Free  Shopping,  will  re- 
fund your  VAT  claim,  in  cash,  at  most 
Swedish  airports   and  harbors.   The 


stateside  with  two  VAT  checks. 

Last  November  Britain's  second- 
largest  bank,  National  Westminster, 
introduced  a  service  in  the  U.S.  for 
cashing  VAT  checks  denominated  in 
sterling.  National  Westminster, 
which  has  several  branches  in  New 
York,  will  issue  a  dollar  check  against 
any  sterling  check  drawn  on  a  U.K. 
bank.  The  fee  is  only  $5. ($10  for 
checks  over  £100). 

Mail  your  sterling  checks,  endorsed 
over  to  National  Westminster  Bank 
Pic,  to:  National  Westminster  Bank, 
P.O.  Box  1112,  New  York,  N.Y. 
10268.  Write  "VAT"  on  the  top  left- 
hand  corner  of  the  envelope.  Include  a 
stamped,  self-addressed  envelope;  no 
cover  letter  is  required.  The  $5  charge 
will  be  deducted  from  your  dollar 
check.  The  bank  promises  a  two-day 
turnaround. 

This  summer  National  Westmin- 
ster will  introduce  a  program  whereby 
U.K.  retailers  can  pay  the  VAT  refund 
with  Nat  West  checks,  drawn  in  the 
tourist's  own  currency — dollar,  yen, 
etc. — instead  of  sterling.  Again,  Nat 
West  charges  £4  ($5)  for  each  transac- 
tion, which  is  deducted  from  the  re- 
fund check  you  receive. 

A  few  final  notes:  European  retail- 
ers are  not  legally  required  to  give 
VAT  refunds.  They  offer  tax-free 
shopping    to    foreigners    by    choice. 


VAT  facts 

« 

Value-added 
tax 

Notes 

France 

18.6% 

Minimum  purchase  for  VAT  refund 
is  FFr800  (about  $85) 

Ireland 

23% 
8%  on  clothing 

Minimum  purchase  for  VAT  refund 
is  IR£50  (about  $50) 

Italy 

18% 

Sweden 

19% 

VAT  refund  is  14%;  minimum  purchase 
is  Skr200  (about  $22) 

Switzerland 

6.2% 

Retailer  typically  refunds  5.5% 

U.K. 

15% 

West  Germany 

14% 

catch:  Sweden's  VAT  is  19%;  you  get 
back  only  14%.  At  the  Frankfurt  air- 
port, Dresdner  Bank,  Germany's  sec- 
ond largest,  has  a  similar  outlet,  with 
a  similar  vigorish.  The  VAT  is  14%, 
the  refund  is  9%  and  there's  a  DM4 
(about  $1.30)  service  charge. 

But  the  big  innovation  is  in  the  U.K. 
Americans  visit  Britain  more  than 
any  other  European  country,  and  this 
July  London  will  be  particularly 
crowded,  when  16,000  lawyers  from 
the  American  Bar  Association's  annu- 
al meeting  add  to  the  hordes.  In  1984 
over  2  million  U.S.  visitors  came  to 
the  U.K.,  and  one  in  four  returned 


Also,  stores  that  do  provide  refunds 
usually  require  minimum  purchases 
of  $50  or  ,$100  and  will  typically 
charge  $3  or  $4  for  processing  the 
VAT  claim. 

If  you  get  a  foreign  currency  check 
and  don't  want  to  pay  the  hefty  bank 
charges  to  cash  it,  don't  throw  it  J 
away.  Some  major  stores  in  Europe 
will  honor  those  checks  as  credit 
against  purchases  even  three  or  four 
years  later.  Some  shops  will  even  ac- 
cept a  VAT  check  presented  by  a  third 
party  as  credit  against  another  pur- 
chase. It  all  generates  more  business 
for  the  store.  ■ 
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Some  are  born  rich. 
Others  are  born  to  become  rich. 


Theres  only  one  bank  for  the  born 
entrepreneur.  A  bank  uniquely  designed 
to  meet  his  special  needs — Citibank  Private 
Banking  and  Investment. 

In  major  cities  around  the  country,  our 
relationship  managers  use  their  experience 


and  authority  to  respond  quickly  and 
confidentially  to  the  most  complex  and 
unusual  needs — from  lending  against  illiquid 
assets  to  portfolio  management  to  admin- 
istering complicated  /*^|*T*|p  A  KtS01£ 
estates  and  trusts.      Of  /  I  DM  IV  \  %0 
PRIVATE  BANKING  &  INVESTMENT 


Fluent  in  the  ways  of  the  affluent. 


TEST  DRIVE  A  SAAB. 

IT  WILLTELLYOU  A  LOT 

ABOUT  YOURSELE 


Thirty  minutes  in  the 
driver's  seat  of  a  Saab  900  can 
be  more  revealing  than  a  ses- 
sion on  a  psychiatrist's  couch. 

What  you  like  or  don't  like 
or  ignore  on  a  Saab  is  indicative 
of  whether  you're  ruled  by  your 
intellect  or  your  emotions  or 
whether  you've  achieved  a  se- 
rene balance. 

Example:  Saab's  front- 
wheel  drive. 

Will  you  look  at  it  as  a  way 
to  get  through  the  winter  and 
the  foul  weather  parts  of  the 
other  seasons?  Our  guess  is 
that  you're  ruled  by  your 
intellect. 

Or  will  you  look  at  front- 
wheel  drive  as  the  means  to 
give  a  sedan  the  road-hugging, 
toe-curling,  hair-raising  cor- 
nering ability  of  a  sports  car? 
Our  guess  is  that  you're  ruled 
by  your  emotions. 

But  wait  a  second.  Maybe 
you  see  front- wheel  drive  as 
both.  In  that  case,  you're  ruled 
neither  by  your  intellect  nor 
your  emotions.  You  are  ruling 
them.  (And,  we  make  a  great 
presumption  here,  you  would 
enjoy  owning  a  Saab. ) 

The  ego  and  the  id. 

The  id,  the  repository  of 
your  instinctual  impulses,  will 
want  to  know,  on  a  test  drive, 
how  good  a  Saab  is  at,  well, 
burning  rubber. 

Don't  repress  that  feeling. 
All  the  practical  considerations 
for  buying  a  Saab  (economy, 


the  reasonableness  of  its  price, 
the  active  and  passive  safety 
features,  the  durability  in  a 
world  where  disposability  is  a 
perverse  virtue)  are  just  as  real 
and  just  as  practical  after  test- 
ing its  acceleration  as  they 
were  before. 

But  they  start  to  remind 
one  of  the  classes  and  text- 
books and  lectures  and 
schematic  diagrams  of  inter- 
sections you  had  to  endure  in 
Driver's  Ed  before  they  let  you 
get  behind  the  wheel,  turn  the 
key,  hear  the  engine  start,  and 
see  what  the  experience  of 
driving  could  be  like. 


1985  SAAB  PRICE  LIST* 

900  3-door ...'..., $11,850 

9004-door $12,170 

900S  3-door $15,040 

900S4-door $15,510 

Turbo3-door $18,150 

Turbo  4-door $18,620 

Automatic  transmission  $400  additional. 


Sure,  a  car's  reason  for  being 
is  to  get  from  Point  A  to  Point  B. 
But  a  Saab's  reason  for  being  is 
to  do  that  as  responsibly  as  pos- 
sible without  ignoring  the 
romance  in  the  possibilities  of 
Points  Q,  R,  S,  T,  not  to  mention 
X,Y,  andZ. 

An  interpretation 
of  your  dreams. 
Is  the  Saab  900  the  car  of 
your  dreams?  Of  course,  we  don't 
know  that. 

We  do  know  it's  the  car  of  our 
dreams.  At  least,  our  engineers' 
and  designers'  dreams. 


There  are  seemingly  dispa- 
rate elements  on  a  Saab. 
Elements  not  unlike  those  on 
other  automobiles. 

We'll  list  them  now  in  no  par- 
ticular order:  rack-and-pinion 
steering,  disc  brakes  on  all  four 
wheels,  front- wheel  drive,  53  (!) 
cubic  feet  of  cargo  space,  aero-  I 
dynamic  body,  incredible  fuel 
efficiency  considering  its 
performance.** 

Somehow,  in  some  way,  on 
a  Saab,  those  elements  add  up  to 
a  whole  that's  greater  than  its 
parts.  They  add  up  to  what's 
known  around  here  as  the  driv- 
ing experience:  Saabs  somehow 
feel  better  to  Saab  owners  than 
other  cars  they've  owned. 

For  the  first  time,  they  got 
hold  of  a  car  that  presented  no 
conflict  between  what  was  the 
most  practical  thing  and  the  most 
pleasurable  thing. 

They  got  the  performance 
car  they  always  wanted  with  the 
responsible  car  they  knew  they 
always  needed. 

They  discovered  that  even  a; 
trip  to  the  supermarket  to  get 
some  dog  food  could  be  a  kick  if 
the  driving  experience  was  right. 

They  found  out  the  joy  of  not 
following  the  crowd,  but  of  start- 
ing a  crowd  of  their  own. 

Truth  is,  a  30-minute  test 
drive  may  not  be  able  to  tell  you 
all  this.  But  we'll  bet  that  three 
years  owning  one  will. 


The  most  intelligent  car  ever  built 


*  Manufacturer's  suggested  retail  prices.  Not  including  taxes,  license,  freight,  dealer  charges  or  options.  *  *Saab  16-vatve  Turbo  5-speed:  19  EPA  estimated  city  mpg, 
25  estimated  highway  mpg.  Use  estimated  mpg  for  comparison  only.  Mileage  varies  with  speed,  trip  length  and  weather. 


Tired  of  driving  your  luxury  sedan?  How 
about  something  that's  square,  originated 
over  40  years  ago  and  was  designed  to  be 
driven  off  the  road? 

Everyone's 

driving  Jeeps 

these  days 


By  Mary  Kuntz 


Jeeps  are  something  very  spe- 
cial at  American  Motors  Corp. 
Last  year  Jeep  sales  rose  an  as- 
tounding 87%,  to  a  total  of  153,801 
units,  vs.  82,140  a  year  earlier. 
Thanks  largely  to  the  Jeep's  success, 
AMC  was  able  to  put  together  its  first 
profitable  year  since  1979.  AMC  re- 
sults slumped  again  in  the  first  quar- 
ter of  1985  with  a  loss  of  $29  million, 
but  Jeep  sales  continue  strong,  run- 
ning 10%  ahead  of  last  year. 

Jeep,  an  AMC  brand  name  since 
1970,  comes  in  various  shapes  and 
sizes,  from  the  spunky  CJ-7  to  the 
ponderous  Grand  Wagoneer,  a  station 
wagon  that  averages  about  15mpg. 
(They  are  all  direct  descendants  of  the 


general  purpose  G.P.,  or  "Jeep,"  vehi- 
cle of  World  War  II  fame.)  Like  its  top 
competitors,  the  Bronco  and  Blazer, 
Jeep  is  a  utility  vehicle — part  car,  part 
truck,  meant  for  hauling,  pulling  and 
off-road  driving. 

But  if  you  gussy  up  these  utility 
vehicles  even  a  little  bit,  marketers 
quickly  discovered,  your  market  can 
really  take  off.  Shiny  four-wheel-drive 
vehicles,  in  colors  like  cherry  apple, 
complete  with  AM/FM  stereo,  power 
windows  and  air-conditioning,  are 
now  found  hubcap  to  hubcap  with 
Mercedes  and  BMWs,  parked  in  the 
longest  of  Houston's  River  Oaks 
driveways,  outside  the  trendiest  of 
Manhattan's  discos,  and  in  the  lots  of 
the  glitziest  Los  Angeles  restaurants. 
The  Jeep,  and  its  variants,  are  in. 


Michael  Evqns/Comaci 


President  Reagan  has  two.  John 
Glenn  has  one,  and  so  does  Gerald 
Ford.  Even  the  Pope  drives  around  in  a 
utility  vehicle  (the  Popemobile  is  a 
Fiat  Campagnola). 

The  profile  of  the  buyer  of  a  four- 
wheel-drive  vehicle  today  certainly 
doesn't  fit  the  Marlboro  Man.  While 
buyers  are  overwhelmingly  male 
(82%),  they  hardly  sleep  under  the 
stars.  Grand  Wagoneer  owners,  for  ex- 
ample, make  an  average  of  $79,000  a 
year.  That's  comparable  to  what  Mer- 
cedes buyers  earn. 

What's  going  on  here?  "I  think  the 
reason  is  primitivism,"  says  Paul  Fus- 
sell,  an  English  professor  at  the  Uni- 
versity of  Pennsylvania,  and  author  of 
Class:  A  Guide  Through  the  American 
Status  System.  "There's  a  lot  of  prestige 
involved  in  pretending  that  we're  still 
on  the  frontier.  It's  the  lust  of  most 
people,  once  they've  made  it,  to  re- 
turn to  a  sort  of  cowboy  status,  a 
primitive  frontier  status." 

Call  it  primitive  chic.  It's  to  be 
found  everywhere.  In  Texas,  Charlie 
Thomas — owner  of  the  Houston 
Rockets,  a  lot  of  real  estate  and  bank- 
ing interests  and  21  car  dealerships 
including  AMC  and  Chevrolet — has 
trouble  meeting  the  demand  for  Bron- 
cos and  Jeeps.  "I'd  guess  90%  to  95% 
of  the  ones  we  sell  never  get  off  the 
road,"  says  Thomas. 

Thomas  himself  drives  a  Bronco.  "I 
have  a  Mercedes  500SL.  I've  had  sev- 
eral Rolls-Royces,  but  I  really  don't 
enjoy  those  cars  near  as  much  as  I  do 
the  Bronco." 

"The  Jeep  is  the  car  of  the  Hamp- 
tons," says  Bill  Odell,  sales  manager 


President  Reagan  in  his  Jeep  in  California 
"Pretending  we're  still  on  the  frontier. 


John  Madere 
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Jeep  at  the  manor,  Southampton,  N.Y. 
Gussied  up,  they  fit  anywhere. 
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AHH.  IT  S  LONELY AT  THE  TO 


m 


TWAs  FIRST  CLASS  SLEEPER-SEAT-  TO  EUROPE 

AND  THE  AMERICAN  EXPRESS®  CARD  PUT  YOU 

COMFORTABLY  AHEAD  OF  THE  CROWD. 

Success  has  its  rewards.  And  TWAs  First  Class  and 
the  American  Express  Card  are  two  rather  impressive 
examples. 

In  TWAs  First  Class  you  can  select  from  a  menu 
that  includes  caviar  and  champagne.  Entrees  like 
Chateaubriand.  And  vintage  wines  like  Puligny- 
Montrachet. 

Then  stretch  out  comfortably  in  a  Sleeper-Seat, 
and  sleep  the  flight  away. 

And  as  a  First  Class  passenger,  you'll  be  treated 
accordingly  from  the  moment  you  first  reach  the  air- 
port. With  a  separate  check-in  desk  for  your  con- 
venience. And  a  special  invitation  to  relax  in  TWAs 
Ambassadors  Club"  lounge  before  your  flight. 

And  when  you  take  the  American  Express  Card 
along,  you  have  an  ideal  travelling  companion.  Because 
it's  known  and  welcomed  all  over  the  world. 

So  you  can  use  it  to  pay  for  your  TWA  tickets,  your 
hotel,  rental  car,  meals— 
or  just  about  anything  else 
that  strikes  your  fancy  along 
the  way. 

Andofcourse,whenyou  .  ,. 

carry  the  American  Express  jg  e  f  ^  "   -' 

Card,  you  carry  all  the  .  i    .  "n  imSmmSmmmm*' 

cachet  that  comes  with  it.  Don't  leave  home  without  it. 

And  do  take  TWAs  First  Class  on  your  next 
trip  to  Europe.  It's  in  a  class  by  itself. 


"■"4* 


LEADINGTHE  WAYTWA. 


Personal 
Affairs 


at  Mayo  Motors,  an  AMC/Renault 
and  Porsche/Audi  dealership  in  sta- 
tus-conscious Southampton,  N.Y. 

Like  Thomas'  customers,  the  peo- 
ple Odell  caters  to  don't  rough  it.  His 
Jeeps  usually  sell  with  the  sort  of  op- 
tions you'd  associate  with  a  Cadillac 
or  Lincoln — and  by  the  time  custom- 
ers get  through  adding  them,  the 
prices  match  those  of  luxury  cars,  too. 
While  prices  start  at  about  $7,500  for 


a  stripped-down  CJ-7  (no  roof,  no 
door,  no  options),  you  can  spend  up  to 
$24,000  for  a  fully  equipped  Grand 
Wagoneer  (see  table,  below). 

Bob  Pittman,  executive  vice  presi- 
dent at  MTV,  the  cable  network,  has 
gone  through  both  a  Mercedes-Benz 
and  a  1959  Bentley.  A  year  ago  he 
traded  his  VW  Rabbit  convertible  for  a 
black  Grand  Wagoneer  with  all  the 
extras. 

"It's  sort  of  anti-style,"  says  Pitt- 
man.  "I  grew  up  in  Mississippi  and 
lost  my  southern  accent.  I  work  in 
Manhattan,  I  wear  a  suit,  and  this  is  a 
way  for  me  to  hold  on  to  the  past." 

Pittman  says  the  search  for  MTV 
talent  takes  him  to  clubs  in  some  of 
Manhattan's  fringe  neighborhoods, 


and  he  feels  less  conspicuous  in  a  Jeep 
than  in  a  Mercedes. 

Howard  Koch,  a  producer  and  direc- 
tor at  Paramount,  whose  credits  in- 
clude Airplane  and  The  Odd  Couple, 
bought  a  red  Wagoneer  a  few  months 
ago,  adding  it  to  his  stable  of  Mer- 
cedes. "The  Mercedes  is  a  status 
thing,  and  I'd  rather  drive  what  makes 
me  comfortable,"  he  says.  "In  the 
Jeep,  I  sit  on  top  of  the  crowd  and  look 
down." 

But  why  bother  with  explanations? 
These  things  are  fun,  and  no  one  is 
letting  AMC  have  all  of  it.  GM,  Ford, 
Chrysler  and  the  Japanese  are  in  the 
game  now  with  all  four  tires,  courting 
the  primitive-chic  trade.  Happy 
Trails!  ■ 


The  price  of  primitive  chic 


Here  are  a  dozen  of  the  most  popular  Jeeps  and  Jeep-like 
vehicles.  They  range  from  the  bare-bones  CJ-7,  which 
could  easily  remind  you  of  your  days  in  the  military,  up 
to  the  Grand  Wagoneer,  a  luxury  wagon  that  starts  at 


$21,000.  All  have  four-wheel  drive  and  are  pretty  good 
on  gas,  unless  you  go  for  an  eight-cylinder  vehicle 
(available  on  the  Wagoneer,  Chevrolet  K  Blazer  and 
Suburban,  Ford  Bronco  and  Dodge  Ramcharger). 


1     Jeep  Grand  Wagoneer 


Off-Road 

(5/85) 


2     Jeep  Cherokee 


4  std 
6  opt 


2  std 
4  opt 


21c 

25h 


std 


std* 


10,545 


Road  et>  Track 
(3/85) 


11 


3     Jeep  CJ-7 


4  std 
6  opt 


opt 


19c 

20h 


std 


std 


7,282 


AutoWeek 
(11/26/84) 


10 


4     Chevrolet  S-10  Blazer 


4  std 
6  opt 


21c 

25h 


opt 


std* 


10,134 


Consumer  Reports 
(10/84) 


5     Chevrolet  K  Blazer 


14c 

17h 


opt 


std 


11,340 


Four  Wheeler 
(5/85) 


8     Chevrolet  Suburban 


lie 

14h 


opt 


std* 


11,776 


Four  Wheeler 
(5/85) 


10 


7     Ford  Bronco 


6  std 
8  opt 


16c 

21h 


std 


std 


12,050 


4- Wheel  a)  Off  Road    11 

(3/85) 


8     Ford  Bronco  II 


18c 
22h 


std 


std 


102 


Consumer  Reports 
(10/84) 


11 


9     Dodge  Ramcharger 


12c 
14h 


opt 


std* 


12,225 


Off-Road 
(4/82) 


11 


10     Mitsubishi  Montero 


18c 
20h 


std 


std 


9,639 


Off-Road 
(3/84) 


1 1      Isuzu  Trooper  II 


18c 
21h 


opt 


std 


9,449 


4-Wheel  &>  Off-Road      6 
(3/85) 


12     Toyota  4Runner  SR5 


22c 
25h 


std 


std 


12,568 


Four  Wheeler 
(3/85) 


Two-wheel-drive  model  available 
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INTRODUCING  MINOLTA 


MAXXUM 


AUTOFOCUS  SYSTEM 


ONLY  THE  HUMAN  EYE  FOCUSES  FASTER. 


Today,  you  can  experience  a  quantum  leap  in  35mm 
SLR  photography. 

Minolta's  new  Maxxum  is  the  easiest  SLR  ever;  the 
only  one  with  automatic  focusing  built  right  in. 

Imagine!  You  don't  have  to  fiddle  with  a  focusing  ring. 
With  uncanny  speed  and  amazing  accuracy,  Minolta 
Maxxum  actually  sees  your  subject  and  automatically 
snaps  it  into  perfect  focus  for  sharp  pictures  every  time. 
All  you  do  is  compose  and  shoot. 

Maxxum's  built-in  Motorized  Film  Control,  with  DX 
capability,  loads,  advances,  rewinds  the  film  and  allows 
you  to  shoot  up  to  two  frames  a  second. 

Maxxum's  exciting  array  of  Autofocus  lenses  includes 
five  versatile  zooms.  Its  exclusive  Automatic  Multi- 


Program  Selection  (AMPS)  gives  you  the  best  possible 
program  for  the  lens  you  choose.  And  it  automatically 
changes  programs  as  you  zoom. 

You  can  also  shift  into  Aperture  Priority,  Shutter  Prior- 
ity or  Creative  Manual  to  call  your  own  shots. 

This  speed,  ease  and  flexibility  springs  from  break- 
through technology  protected  by  over  300  patents, 
including  more  than  30  World's  Firsts  in  camera  engi- 
neering. It's  a  system  so  sophisticated  that,  with 
Maxxum  Flash  units,  it  even  focuses  in  the  dark. 

Experience  Maxxum  now.  Get  perfect  pictures  in  the 
blink  of  an  eye. 

Be  certain  that  the  valuable  Minolta  U.S.  A  2-year  camera/ 
5-year  lens  limited  warranty  cards  are  packaged  with  your 
products.  For  more  information,  see  your  Minolta 
dealer  or  write:  Minolta  Corporation,  Dept.  MX-7, 
101  Williams  Drive,  Ramsey,  N.J.  07446. 
In  Canada  Minolta  Canada,  Inc.,  Ontario, 
i©  1985  Minolta  Corporation. 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


Countertrader  Jim  Tullmann  of  McDonnell  Douglas 
For  every  30  prospects,  one  that  actually  goes. 


Scott  Dine/Picture  Group 


Marketing 


Edited  by  Stephen  Kindel 


McDonnell  Douglas'  Jim  Tullmann  is  a 
salesman  with  nothing  to  sell.  It's  hard 
work,  but  he  makes  a  nice  living  at  it. 

Buy  a  jet, 
get  a  tourist 


By  Robert  Teitelman 


Jim  tullmann  wants  you  to  Vis- 
it Spain,  Australia  or  Canada. 
He'll  give  you  free  help  with 
hotels  and  airlines,  free  brochures  and 
free  advice.  Lots  of  advice.  But  he 
can't  sell  you  a  ticket.  All  he  can  do  is 
ask  you  to  listen  to  his  spiel  and  then 
sign  a  document  that  says  he  has  in- 


fluenced your  choice  of  destination. 

That's  because  Tullmann  isn't  a 
travel  agent  and  his  business  really 
isn't  travel  at  all.  It's  countertrade.  By 
signing  that  document — called  a 
"positive  influence  statement" — you 
are  helping  Tullmann's  employer, 
McDonnell  Douglas,  sell  jets.  Since 
1980  McDonnell  Douglas  has  sold 
285  F-18  fighter  jets  worth  $8.3  billion 


to  Australia,  Canada  and  Spain.  In 
return,  McDonnell  Douglas  must 
generate  $4.6  billion  in  reciprocal 
trade,  better  known  as  countertrade. 
Of  that,  $500  million  must  come  from 
tourism  in  those  countries  over  10  to 
15  years.  If  McDonnell  Douglas  can't 
reach  its  tourism  quotas — about  $20 
million  a  year  per  country — the  com- 
pany has  to  pay  a  penalty  in  "liquidat- 
ed damages,"  anywhere  from  1%  on 
up  on  the  remaining  balance. 

Thanks  to  Tullmann,  McDonnell 
Douglas  so  far  hasn't  paid  a  cent  in 
damages.  But  he  has  labored  mightily 
in  the  process.  "It's  tough,"  says  Con- 
nie Goldstein,  editor  of  Corporate 
Meetings  and  Incentives,  a  trade  maga- 
zine. "He's  not  an  agent  or  a  packager. 
He's  more  like  a  matchmaker."  Tull- 
man  sighs:  "You  spend  a  lot  of  time 
just  calling  companies  to  offer  your 
services.  For  every  30  prospects,  you 
might  end  up  with  one  that  actually 
goes." 

To  make  matters  worse,  Tull- 
mann's clients  are  often  well-traveled 
and  among  the  most  demanding  in 
the  business.  "Winners  of  incentive 
trips  want  an  experience  they 
couldn't  ordinarily  find:  a  week  in  a 
Spanish  castle,  hosted  by  Spanish  no- 
bility, for  example,"  says  Tullmann. 
"Those  kinds  of  arrangements  take 
some  doing,  particularly  when  you 
are  planning  years  ahead.  But  we  do 
have  contacts  for  that  sort  of  thing 
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because  of  our  relationship  with  the 
governments." 

Fortunately  for  Tullmann,  36,  he 
has  years  of  preparation  for  his  cur- 
rent assignment.  Prior  to  joining  Mc- 
Donnell Douglas,  he  worked  for  12 
years  for  two  of  the  larger  incentive- 
travel  companies.  As  a  result,  he  can 
expertly  shape  his  pitch  to  Forbes' 
500s  companies  and  trade  associ- 
ations that  stage  large  conventions, 
meetings  and  giveaway,  or  incentive, 
trips.    These    groups    make    up    the 


cream  of  the  travel  business  and 
spend  like  crazy — as  much  as  $8.25 
million  for  a  weeklong  convention  of 
5,000  in  Europe. 

Isn't  there  an  easier  way  to  dispose 
of  countertrade  tourism?  Jack  Fran- 
chek,  executive  vice  president  with 
Turner  Motivation  Systems,  Inc.,  a 
Saddle  River,  N.J. -based  incentive 
travel  company,  thinks  so.  Franchek 
argues  that  there's  an  enormous  un- 
tapped market  right  at  hand — Mc- 
Donnell Douglas'  blue-collar  work- 


ers. Franchek  argues  that  by  offering 
trips  to  workers  in  exchange  for  pro- 
ductivity gains  or  for  fulfilling  qual- 
ity-control goals,  one  can  motivate 
workers  and  use  up  travel  credits. 

Tell  that  to  the  unions,  which  don't 
much  like  incentive  schemes.  While 
McDonnell  Douglas  has  begun  one 
small  incentive  program — a  travel 
sweepstakes  called  Presenteeism, 
which  rewards  employees  with  perfect 
attendance  records — the  credits  are 
still  just  a  drop  in  Tullmann's  bucket. 


The  mother  lode 

Tlhere  were  3.7  million  babies  born 
in  the  U.S.  in  1984.  That's  well 
below  the  1950s — with  birth  numbers 
peaking  in  1957  at  4.3  million — but 
it's  the  biggest  number  in  15  years. 

No,  it  is  not  a  new  population  ex- 
plosion. In  the  Fifties  one  child  a  year 
was  born  for  every  8  women  of  child- 
bearing  age.  Today  one  child  is  born 
for  every  15  women  aged  15  to  44.  It's 
just  that,  with  the  baby  boom  genera- 
tion now  having  babies,  there  are  so 
many  more  in  the  childbearing  age:  56 


million,  vs.  35  million. 

Good  news  for  marketers.  Some 
42%  of  these  babies  are  the  all-impor- 
tant first,  on  whom  parents  spend 
some  25%  of  their  household  income. 
(Later  siblings  make  do  with  a  used 
crib,  and  spending  drops  substantially 
with  each  successive  child.) 

With  women  working,  is  childbear- 
ing being  postponed?  Not  so  one 
would  notice.  The  median  first-birth 
age  for  women  hasn't  fluctuated 
much  since  1940.  In  fact,  in  recent 


years  it's  been  at  exactly  the  same  as 
it  was  when  FDR  was  President:  23.2. 
About  65%  of  all  children  were 
born  in  1982  to  mothers  with  no  more 
than  a  high  school  diploma.  In  that 
prime  20-to-24  age  group,  the  figure 
rose  to  75%.  So  potential  marketers 
dazzled  by  magazine  articles  about 
the  buying  habits  of  older,  better  edu- 
cated, upwardly  mobile  new  parents, 
might  be  missing  the  really  large  baby 
market  elsewhere.— Maria  Fisher 
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Technology 


Edited  by  Stephen  Kindel 


Despite  advances  in  technology  since 
1945,  the  essential  weapon  in  the  U.S.  ar- 
senal is  still  the  American  GI. 


Fit  to  fight 


By  Ellen  Benoit 


WHILE  THE  WEAPONS  of  War 
have  changed  substantially 
between  V-E  Day  and  now, 
the  basic  fighting  machine  of  the  U.S. 
Army  still  walks  on  two  legs  and 
needs  a  shave.  Despite  the  advances 
in  technology — the  advent  of  smart 
weapons  and  laser-guided  every- 
thing— the  GI  remains  the  only  weap- 
on with  native  intelligence. 

Today's  GI  is,  however,  a  more  effi- 
cient weapon  than  his  1945  counter- 
part. The  modern  soldier  can  take  on  a 
tank  singlehandedly,  with  the  Fiber- 
glas  light  antitank  weapon  (LAW)  he 
slings  over  his  back.  Compare  that  to 
a  World  War  II  infantry  weapon  squad, 
which  needed  a  two-man  bazooka 
team:  one  to  carry  the  rocket,  one  the 
launcher. 

With  the  6.5-pound,  automatic  M- 
16  rifle,  a  modern  soldier  can  spray 
200  rounds  of  5.56-millimeter  ammu- 
nition per  minute.  His  World  War  II 
counterpart  had  to  be  something  of  a 
marksman:  Equipped  with  the  semi- 
automatic M-l  Garand  rifle,  he  could 
fire  just  a  single  shot  from  an  8 -round 
clip  with  each  trigger  pull.  The  M-l 
was  also  about  3  pounds  heavier  and  4 
inches  longer  than  the  M-l 6. 

The  rest  of  the  modern  soldier's  per- 
sonal arsenal  hangs  from  his  web  gear, 
the  network  of  belts  and  suspenders 
made  of  what  the  Army  calls  "ballis- 
tic" nylon,  instead  of  the  traditional 
canvas.  It  includes  a  bayonet,  a  porta- 
ble grenade  launcher  and  at  least  100 
rounds  of  extra  ammo  for  his  M-l 6,  in 


30-round  clips.  He's  also  likely  to  car- 
ry two  to  four  hand  grenades,  weigh- 
ing 1.5  pounds  each. 

Add  to  all  this  a  gas  mask,  one  or 
two  canteens  of  water,  food  rations 
and  personal  equipment,  and  the  pres- 
ent-day foot  soldier  carries  50  to  75 
pounds  of  gear  on  his  back.  The  World 
War  II  GI  carried  the  same  load,  but  it 
was  made  up  of  fewer,  heavier  items. 

The  thing  that  has  outwardly 
changed  the  least  is  the  familiar  olive- 
drab  or  camouflage  combat  uniform; 
today's  infantryman  looks  very  much 
like  his  1945  counterpart.  But  the 
composition  is  all  different.  In  World 
War  II,  soldiers  wore  natural  fabric — 
cotton  or  wool  or  both.  The  Army's 
main  concern  was  protecting  its  men 
from  the  elements:  Throughout  histo- 
ry more  men  at  war  have  died  from 
disease  and  exposure  to  the  elements 
than  from  enemy  fire. 

Today's  Army  has  the  natural  ele- 
ments pretty  well  conquered,  thanks 
to  synthetics  such  as  Gore-Tex,  man- 
ufactured by  W.L.  Gore  &.  Associates, 
that  offer  lightweight  protection 
against  cold  and  damp.  Now  the  wor- 
ry is  about  the  unnatural,  so  today's 
nylon-cotton  twill  combat  fatigues 
have  built-in  protection  for  the  wear- 
er from  the  heat  of  a  nuclear  thermal 
flash.  In  addition,  modern  combat  fa- 
tigues are  dyed  and  specially  treated 
to  defeat  the  infrared  night  vision  aids 
used  by  today's  well-equipped  sniper. 
According  to  Charles  Williams,  who 
heads  the  life  support  systems  divi- 
sion of  the  U.S.  Army  Research  & 
Development  lab  in  Natick,  Mass., 


Dressed  to  kill 

At  the  start  of  World  War  II,  GIs 
marched  into  combat  in  brogans 
and  canvas  leggings.  But  it 
didn't  take  long  to  improve  their 
boots — and  just  about  every- 
thing else. 

With  specially  treated  fabric 
in  his  uniform  and  Kevlar  in  his 
helmet  and  "flak"  vest,  the 
modern  foot  soldier  (right)  is  now 
protected  against  shrapnel,  in- 
frared-aided snipers  and  nuclear 
thermal  flash.  His  helmet  af- 
fords 30%  to  40%  better  protec- 
tion against  projectiles  than  did 
the  "steel  pot"  of  his  1940s  coun- 
terpart (left). 

The  modern  infantryman  is  a 
Christmas  tree  of  weaponry,  with 
grenades  and  extra  ammunition 
hanging  from  all  parts  of  his  upper 
body.  In  contrast,  the  World 
War  II  GI  was  lightly  armed,  with 
an  M-l  rifle,  an  ammunition 
belt  and  a  couple  of  "pineapple" 
grenades  clipped  to  his  web  gear 
or  stuffed  in  his  oversize  pockets. 

The  style  of  the  uniform 
hasn't  Changed  much  since  1945. 
During  World  War  II,  it  changed 
frequently  as  the  Army  tried  to 
improve  troop  security  and  effi- 
ciency. In  1944,  for  example,  the 
Army  issued  camouflage  fa- 
tigues, but  when  our  troops  were 
mistaken  for  Waff  en  SS,  they 
were  quickly  put  back  into  olive 
drab.  Today's  GI  not  only  wears 
camouflage,  but  his  helmet  has 
the  unmistakable  look  of  a 
World  War  II  German  soldier's. 

Cost?  If  the  $105  Kevlar  hel- 
met is  left  aside,  today's  uniform 
is  less  expensive  than  that  of  the 
1944  GI— $586,  compared  with 
$652  (adjusted  for  inflation). 
The  original  steel  pot  cost  $2.81 
in  1944. 


the  new  fabric  duplicates  the  electro- 
magnetic properties  of  the  surround- 
ing natural  vegetation.  This  serves  to 
break  up  the  outline  of  the  body  on  a 
sniper's  scope. 

Of  all  the  changes  in  uniform, 
though,  the  most  significant,  accord- 
ing to  the  Army,  is  the  widespread  use 
of  Kevlar  in  protective  gear.  Devel- 
oped by  Du  Pont  in  1972  as  a  high- 
strength,  low-weight  substitute  for 
steel  wires  in  tire  cord,  Kevlar's  prop- 
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Steel  helmet 
$16.86 


Web  gear 
$17.34 


Field  jacket 

$17.88 


First-aid  kit 
$1.14 


Ammunition  belt 
$12.72 


Gas  mask 
$60 


M-l  Gaiand 
$173.46 


All  prices  in  current  dollars 


erties  make  it  superior  against  frag- 
mentation weapons  like  grenades, 
bombs  and  booby  traps,  which  are  the 
major  ballistic  threat  on  a  battlefield. 
The  fiber  has  found  its  way  into  infan- 
try helmets  and  protective  vests,  also 
known  as  "flak  jackets."  The  soldier 
of  World  War  II  was  essentially  with- 
out armor,  save  his  steel  helmet.  By 
the  Korean  War,  soldiers  had  nylon 
protective  vests,  but  it  wasn't  until 
U.S.  marines  went  to  Lebanon  in  1982 


that  Kevlar  was  first  issued.  Accord- 
ing to  Williams,  Kevlar  improves  a 
soldier's  ballistic  protection — that's 
the  number  and  size  and  velocity  of 
fragments  the  material  will  stop — by 
30%  to  40%. 

The  new  helmet,  19  layers  of  Kevlar 
laminated  to  each  other  with  resin, 
also  fits  better  than  the  old  "steel  pot" 
of  1945.  "A  real  problem  with  the  old 
M-l  steel  helmet,"  says  Williams, 
"was  that  it  was  not  stable  because 


the  center  of  gravity  of  the  helmet 
was  substantially  higher  than  the 
center  of  gravity  of  the  head."  Result: 
A  soldier,  in  normal  movement,  had 
to  use  his  neck  muscles  to  try  to  keep 
the  helmet  from  moving  around.  No 
such  problem  with  the  Kevlar  helmet, 
which,  surprisingly,  weighs  almost 
the  same  as  the  old  steel  pot  with  its 
nylon  liner. 

For  all  its  lifesaving  potential,  the 
new  helmet  has  one  serious  draw- 
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back — you  can't  shave  in  it.  To  a  lot  of 
present  and  former  soldiers,  the  beau- 
ty of  the  M-l  was  its  versatility.  More 
than  a  helmet,  the  M-l  was  a  sink,  a 
shovel,  a  seat,  even  a  pot  for  cooking, 
although  the  latter  was  not  recom- 
mended since  it  weakened  the  tem- 


pering of  the  steel. 

Not  being  able  to  shave  out  of  their 
helmets  has  irritated  many  soldiers, 
but  Williams  maintains  that  "while 
we  do  everything  we  can  to  make  our 
equipment  adaptable  to  field  expedi- 
ence, we  feel  the  reason  for  having  a 


helmet  in  combat  is  to  improve  the 
soldier's  chance  of  surviving." 

Nevertheless,  Natick  is  working  on 
a  solution:  a  plastic  bag  that  can  be 
inserted  in  the  helmet,  which  can 
then  be  filled  with  water.  But  you  still 
can't  cook  in  it. 


The  right  way,  the  wrong  way  and  the  Army  way 


Tlhe  military  has  a  literacy  gap.  Far 
worse  than  the  alleged  differences 
in  Soviet  and  NATO  weapons  and 
strengths  is  the  growing  rift  between 
the  reading  levels  of  servicemen  and 
the  information  they  need  to  digest. 
"If  you  took  all  the  documentation  on 
the  U.S.S.  Carl  Vinson  nuclear  ship  and 
put  it  end  on  end,  it's  taller  than  the 
Washington  Monument,"  says '  Tom 
Duffy,  director  of  the  Communica- 
tions Design  Center  at  Carnegie-Mel- 
lon University.  "A  plane  in  the  1950s 
required  only  1,800  pages  to  operate 
and  support  it.  The  B-l  bomber  re- 
quires an  estimated  1  million  pages." 
Indeed,  a  joke  now  going  around  is 
that  the  Air  Force's  new  transport  air- 
craft is  so  big  because  it  has  to  carry 
its  own  documentation. 

The  simple  and  direct  solution — 
improving  the  quality  of  enlisted  per- 
sonnel— has  been  tried  and  found 
wanting.  For  one  thing,  the  military 
takes  what  the  schools  produce,  and 
what  the  schools  produce  isn't  always 
very  good.  Department  of  Defense  fig- 
ures show  that  fiscal  1984's  enlistees 
read  on  an  average  tenth-grade  level, 
with  all  the  services  hovering  around 


that  point.  Disaggregate  the  numbers, 
however,  and  it  turns  out  that  one- 
third  of  all  new  recruits  read  at  or 
below  the  eighth-grade  level.  Since 
such  basic  things  as  orders  of  the  day 
are  written  at  the  ninth-  or  tenth- 
grade  level,  the  potential  for  confu- 
sion and  improperly  executed  orders 
is  high.  Step  up  to  more  important 
things,  such  as  the  maintenance  of  a 
jet  engine  or  a  tank,  and  the  possibili- 
ties for  disaster  are  magnified. 

The  forecast  isn't  optimistic,  ei- 
ther. "Even  if  the  quality  of  recruit 
stays  the  same,"  says  Lieutenant 
Colonel  Tom  Murawski,  professor  of 
English  at  the  Air  Force  Academy 
who  has  served  as  an  adviser  to  the 
White  House  on  clear  writing,  "the 
equipment  is  getting  more  and  more 
complex,  so  the  problem  grows." 

Fortunately,  what  technology  can 
make  complex,  it  can  also  simplify. 
For  example,  come  this  July,  soldiers 
at  Fort  Knox,  Ky.  will  begin  repairing 
M-l  tanks  with  the  help  of  a  proto- 
type 25-pound  talking  technical  man- 
ual known  as  PEAM — personal  elec- 
tronic aid  for  maintenance.  To  oper- 
ate    it,     a     mechanic     issues     the 


Patrick  McDonnell 


command  "Say,"  and  then  operates 
the  cursor  by  voice.  He  waits  for  a 
mechanical-sounding  voice  to  name 
the  repair  system  he  plans  to  work  on, 
and  then  verbally  "selects"  that  por- 
tion of  the  manual.  PEAM  will  re- 
spond by  printing  the  repair  instruc- 
tions on  its  screen  and  by  reading 
them  aloud,  if  desired.  The  system 
can  store  200,000  words  and  1,000 
illustrations  on  one  cartridge.  PEAM 
(which  is  made  by  Texas  Instruments 
and  is  being  field-tested  at  Fort  Knox) 
can  be  trained  to  respond  to  any  voice 
in  about  a  minute  and  will  repeat  any 
step  if  asked  simply  to  "Repeat." 

"PEAM  is  one  example  of  a  technol- 
ogy job  aid  that  can  compensate  for  a 
lower  reading  grade  level  by  eliminat- 
ing the  need  to  exercise  that  skill," 
says  Robert  Wisher,  chief  of  the  devel- 
opment engineering  office  at  the 
Army  Research  Institute.  "Generally, 
for  lower-level  readers,  one's  listening 
comprehension  is  greater  than  one's 
reading  skill  by  a  couple  of  grade  lev- 
els. So  if  you  just  change  the  form  of 
delivery,  you've  improved  their  read- 
ing to  that  extent." 

Electronic  job  aids  such  as  PEAM 
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THE  MOST 
SKILLED 


IS  ONLY 

AS  GOOD 

AS  HIS 


Ultimately  a  car's  contact  with  the  road  will  either 
enhance  or  hinder  a  driver's  ability  to  control  it. 

Which  may  be  why  a  majority  of  professional  drivers 
race  on  Goodyear  racing  Eagles. 

This  ongoing  participation  in  racing  is  also  the  best 
way  we  know  to  push  our  tires  to  their  limits. 

The  technology  we've  developed  from  those 
endeavors  goes  into  every  tire  we  make.  As  a  result,  our 


high-performance  Eagle  VR  "Gatorback"  is  regarded  as 
one  of  the  best  handling  tires  in  the  world. 

So  you  might  want  to  consider  adding  a  set  of  Eagle 
VR  radials  to  your  own  car.  We  think  you'll  find  you're  in 
very  good  company. 

You'll  find  the  complete  line  of  Eagle  high- 
performance  tires  only  at  the  Eagle  Qualification  Center 
at  your  Goodyear  retailer. 


GOOD?  YEAR 


are  just  one  approach  to  getting  better 
instructions  to  servicemen.  Another 
is  the  simplification  of  manuals.  Any- 
one familiar  with  the  manuals  that 
accompany  personal  computers  will 
understand  that  most  technical  docu- 
mentation is  difficult  for  even  a  very 
good  reader  to  digest.  That's  largely 
because  it's  written  by  subject-matter 
experts — engineers  and  technicians — 
whose  primary  skill  isn't  writing.  To 
help,  the  Navy  developed  a  Computer 
Readability  Editing  System  (CRES) 
that  analyzes  text  and  suggests  im- 
provements to  make  it  more  readable. 
It  also  flags  words  not  included  in  a 
common  word  list,  which  is  a  vocabu- 
lary of  about  4,000  words  every  junior 
enlisted  person  should  know.  Most 
military  contracts  specify  the  grade 
level  at  which  a  manual  should  be 
written,  so  that  it  can  be  matched  to 
the  reading  level  of  the  target  audi- 
ence. CRES  can  identify  the  reading 
grade  level  of  a  document  based  upon 
a  simple  formula  for  counting  word 
and  sentence  length.  Similar  pro- 
grams also  have  been  developed  by 
Bell  Laboratories  and  Westinghouse. 

Of  course,  one  can  simplify  techni- 
cal material  by  only  so  much.  That's 
where  the  new  job-related  approach  to 
teaching  literacy  in  the  armed  forces 
comes  in.  "The  military  is  rejecting 
the  reading  grade  level  concept  and 
replacing  it  with  a  functional  knowl- 
edge base,"  says  Tom  Sticht,  an  ad- 
junct research  professor  of  industrial 
psychology  at  the  Naval  Postgraduate 
School.  According  to  Sticht,  general 
literacy  programs  fail  to  improve 
military  job  performance,  while  re- 
sults are  apparent  with  such  tailored 
programs  as  the  Navy's  Job-Oriented 
Basic  Skills  program  (JOBS),  which 
provides  remedial  training  in  skills 
needed  for  specific  technical  schools. 
This  month  the  Army  also  begins 
field  trials  of  a  Job  Skills  Education 
Program  intended  to  replace  its  exist- 
ing basic-skills  curriculum.  In  other 
words,  servicemen  can  still  improve 
their  general  literacy  when  off  duty; 
but  on  duty,  functional  literacy  has 
now  taken  over. 

Until  the  military's  dangerous,  cost- 
ly and  increasingly  complex  equip- 
ment can  operate  and  maintain  itself, 
however,  the  services  are  going  to  be 
hurting  for  people  with  a  general  tech- 
nological literacy.  Corporations,  of 
course,  arc  in  the  same  position,  with 
one  major  difference.  As  the  Navy's 
Sticht  puts  it:  "Most  businesses  don't 
float  around  on  their  technology." 
That  is  to  say,  a  Xerox  or  a  Polaroid  can 
suffer  a  product  breakdown  without, 
literally,  sinking."— Karen  Freifeld 


Technology 


Health 


People,  like  plants,  need  sun  to  thrive,  new 
research  shows.  Otherwise  they  suffer  from 
"seasonal  affective  disorder" — sadness. 


Cabin  fever 


By  Kelly  Costigan 


F|  eeling  anxious?  Having  diffi- 
culty getting  to  sleep?  Losing 
your  sex  drive  or  gaining 
weight?  There  are  literally  hundreds 
of  illnesses,  physical  and  psychologi- 
cal, that  might  account  for  those 
symptoms.  But  if  they  occur  during 
the  autumn  or  winter,  there's  a  rea- 


sonable chance  you  suffer  from  sea- 
sonal affective  disorder,  or  SAD. 

SAD  is  not  the  latest  fad  illness. 
Rather,  knowledge  of  it  results  from 
exhaustive  research  done  since  the 
late  Seventies  into  how  sunlight,  or 
the  lack  of  it,  affects  mood,  energy 
levels  and  behavior.  For  some  the  ill- 
ness can  be  mild.  But  for  others,  SAD 
can  be  devastating:  "They  can't  work. 


Tou  are  my  sunshine 


Some  researchers  believe  that  winter  sadness  is  caused  by  the  hormone 
melatonin.  Treatment  calls  for  exposure  to  bright  light  (1).  Light  passes 
via  the  retina  to  the  optic  nerve  (2),  part  of  which  is  connected  to  the 
suprachiasmatic  nucleus  (3),  the  body's  internal  clock.  From  there,  nerve 
messages  travel  through  the  brain  to  the  pineal  gland  (4),  which  sup- 
presses the  production  of  melatonin  (5). 
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gather  lab  results^ 
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"Ready  for 
some  good  news?" 


When  plant  managers  told  us 
hey  needed  on-line  information  that 
[ives  them  a  clear  picture  of  the  entire 
peration,  and  decision-support  tools  to 
dp  them  tune  the  plant  for  peak 
erformance,  we  went  to  work  with  them 
d  find  the  answer. 

The  result  is  our  new  Plant 
/lanagement  System. 

It  collects  information  from  the 
dant's  existing  process  control  system  and 
nplements  changes  in  the  process.  And  it 
lso  communicates  with  other  information 
ystems  in  the  company,  giving  managers 
ccess  to  data  on  inventory,  lab  tests, 
cheduling,  personnel  and  administration. 

Specific  application  software 
ackages  help  turn  all  of  that  information 
lto  better  decisions.  For  example,  our 
lodeling  program  simulates  the  effect  of 
ontrolling  a  process  under  a  variety  of 
what  if"  conditions.  Together  with  our 
ptimizer  program,  it  helps  managers 
nd  the  most  efficient  operating  condition 
)r  any  given  processing  unit. 

There's  also  a  statistical  analysis 
rogram  to  help  plant  managers  cope  with 


financial  and  administrative  problems.  And 
with  communication  links  to  corporate -level 
mainframe  computers,  coordinating  plant 
operations  with  company- wide  strategies 
and  requirements  is  much  easier. 

For  plant  managers  who  want 
to  increase  productivity  and  profitability, 
the  Honeywell  Plant  Management  System 
gives  them  the  information  and  the 
decision  support  tools  they  need  to  get  the 
job  done.  And  for  those  who  want  to  tie 
plant  operations  more  closely  to  the 
company's  business  strategy,  our  Plant 
Management  System  is  the  link  to  corporate 
planning  and  scheduling  systems. 

Because  Honeywell  designs  and 
manufactures  information,  communication 
and  control  systems,  we  understand 
what  it  takes  to  make  them  work  together. 
We'll  work  with  you,  and  your  existing 
equipment,  to  help  you  meet  your  goals. 
And  we'll  service  any  part  of  the  systems 
we  develop,  including  the  equipment  of 
other  manufacturers. 

Let's  get  started, 
today.  Call  800-328-5111, 
ext.  1529. 


Honeywell 

■M-n.  *«* 
Years 


Together,  we  can  find  the  answers. 

Honeywell 


They  need  hospitaliza- 
tion, and  occasionally  be- 
come suicidal,"  says  Dr. 
Daniel  Kripke,  a  leader  in 
the  field  of  light-related 
disorders  and  professor  of 
psychiatry  at  the  Univer- 
sity of  California  at  San 
Diego.  But  Kripke  is  opti- 
mistic that  SAD,  and  oth- 
er types  of  depression,  can 
be  effectively  treated  by 
using  light. 

Currently,  a  research 
team  at  the  National  In- 
stitute of  Mental  Health 
(NIMH)  is  successfully  us- 
ing phototherapy  to  treat 
patients  plagued  by  sea- 
sonal depression.  The  sec- 
ond study  on  SAD  con- 
ducted at  NIMH,  and  re- 
cently published  in  the 
American  Journal  of  Psychi- 
atry, reveals  that  the 
symptoms  of  8  out  of  13 
patients  were  alleviated 
by  exposing  them  to  full- 
spectrum  artificial  light, 
which  closely  approxi- 
mates the  distribution  of 
visible  light  and  ultravio- 
let radiation  given  off  by 
the  summer  sky.  Over  the 
course  of  a  week  subjects 
had  their  wintertime  day 
length  extended  by  sitting 
in  front  of  eight  tubes  of 
light  five  times  as  bright 
as  the  standard  "cool 
white"  fluorescent  lights 
commonly  used  indoors. 
Patients  were  treated  for 

three-hour    stretches     in     

early  morning  and  evening.  Within 
days,  the  depression  in  most  patients 
had  lifted.  Relapses  occurred  in  the 
same  amount  of  time  once  patients 
were  taken  off  the  treatment.  ■ 

Yet  it  remains  unclear  exactly  what 
the  mechanism  is  in  light  that  affects 
patients.  Since  humans  are  complex 
creatures,  scientists  have  studied  a  di- 
verse group  of  birds,  reptiles  and 
mammals.  The  results,  says  Dr.  Rob- 
ert Moore,  chairman  of  the  neurology 
department  at  the  State  University  of 
New  York  (SUNY)  at  Stony  Brook, 
show  that  light  exerts  a  greater  influ- 
ence on  many  lower  animals  than  pre- 
viously thought.  Although  most  ani- 
mals are  nocturnal,  many  neverthe- 
less emerge  during  the  day  to  take  in 
sunlight.  Nerve  impulses  convey 
messages  about  the  intensity  of  light 
through  pathways  in  the  brain  to  the 
pineal  gland,  which  is  tucked  in  be- 
low the  brain.  The  pineal  uses  this 
information  to  help  establish  the  ani- 


Light  treatment  at  the  Oregon  Health  Sciences  University 
For  most,  depression  lifts  in  just  a  few  days. 


mal's  daily  activities  in  accordance 
with  the  cycle  of  light  and  dark.  Such 
seasonal  rhythms  as  reproductive  be- 
havior and  sexual  maturation  are  also 
modified  by  the  pineal,  more  specifi- 
cally by  a  hormone  it  secretes  called 
melatonin.  Produced  in  the  absence  of 
light,  melatonin's  function  is  unclear; 
it  is  so  sensitive  that  in  some  mam- 
mals light  as  dim  as  moonlight  can 
cut  its  production  in  half. 

Some  researchers  and  physicians 
point  to  melatonin  as  the  culprit  in 
winter  depressions.  That's  because,  in 
humans,  melatonin  is  thought  to  in- 
duce fatigue  and  sluggishness,  since  it 
starts  being  produced  in  the  early  eve- 
ning, reaches  its  peak  at  2  a.m.  and 
declines  to  a  low  point  during  the  day. 
In  the  winter  the  secretion  of  mela- 
tonin may  begin  earlier  with  the 
shorter  day-length,  resulting  in  a  buil- 
dup that  depresses  a  patient's  spirit 
and  energy.  The  association  between 
melatonin  and  depression  was  bol- 


stered when  it  was  report- 
ed in  1980  in  the  journal 
Science  that  the  hormone 
could  be  suppressed  in  hu- 
mans at  night  by  light 
four  to  five  times  brighter 
than  ordinary  indoor  flu- 
orescent light. 

Still,  the  jury  is  out  on 
melatonin,  says  Dr.  Alfred 
Lewy,  who  heads  the 
sleep  and  mood  disorders 
laboratory  at  Oregon 
Health  Sciences  Universi- 
ty. "I  don't  think  there's 
substantial  evidence,"  he 
says,  "that  links  mela- 
tonin to  behavioral 
changes,  at  least  as  far  as 
depression  is  concerned." 
Instead,  Lewy  thinks 
the  seasonal  disorder  is 
brought  on  when  a  per- 
son's biological  clock  is 
thrown  out  of  sync  with 
the  normal  activities  of 
the  outside  world.  A  simi- 
lar, though  more  tempo- 
rary, example  of  this  phe- 
nomenon is  jet  lag.  But  for 
those  people  more  severe- 
ly affected,  being  con- 
stantly out  of  step  results 
in  the  disruption  of  daily 
(or  circadian)  rhythms 
such  as  sleeping  and  wak- 
ing; the  rise  and  fall  in 
body  temperature;  and  the 
patterns  of  hormonal  se- 
cretions in  the  pituitary, 
adrenal  and  pineal  glands 
(including  melatonin).  All 
of  these  rhythms  are  regu- 

lated    by    the    biological 

clock,  known  as  the  suprachiasmatic 
nucleus,  which  is  embedded  deep 
within  the  hypothalamus  at  the  base 
of  the  brain.  This  internal  clock  does 
not  depend  on  messages  about  light 
levels  to  perform  its  functions;  hence, 
people  can  be  placed  in  continuous 
darkness  or  light  and  the  rhythmic 
fluctuations  will  mostly  continue  as 
before.  Yet  the  biological  clock  does 
receive  cues  from  external  light  that 
help  it  to*  synchronize  and  adjust 
these  rhythms  to  the  environment. 
"With  light  treatments  in  the  morn- 
ing," observes  Lewy,  "it  may  be  possi- 
ble to  shift  the  clock  to  an  earlier  time 
and  stop  the  illness." 

It  may  be  humbling,  but  illustra- 
tive, for  modern  scientists  to  reflect 
that  the  ancient  Incas,  among  other 
sun-worshiping  civilizations,  under- 
stood intuitively  what  they  are  begin- 
ning to  appreciate:  The  sun  presides 
over  the  well-being  of  man. 


I 


I 


Rich  Fnshman 
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'MINOLTA'S  NEWOFFICE  SYSTEM 

HAS  JUST  WHAT  IT  TAKES 
K>  CALM  A  SECRETARY'S  FEARS' 


-Tony  Randall 


When  something  as  new  and  different 
as  the  Minolta  Office  System  is  announced,  a 
secretary's  usual  reaction  is  a  look  of  fear. 
But  the  reaction  to  our  new  system  is  likely  to 
be  a  sigh  of  relief. 

Because  the  first  thing  secretaries 
discover  is  how  incredibly  easy  it  is  to  learn. 
Thanks  toTLC,  Minolta's  exclusive  Type  and  Learn  Concept!" 
The  system  combines  a  word  processor,  a  personal  com- 
puter and  a  correcting  electronic  typewriter  in  one  desktop 
unit.  And  if  your  secretaries  can  type,  they  can  use  it. 

WithTLC,  they  proceed  effortlessly  from  electronic  typing 
to  word  processing  to  computing.  Because  the  system  comes 
with  a  reassuring  self-teaching  tutorial  program. 

And  there's  always  a  HELP  key  there  to  give  them 
guidance.  Not  with  vague,  general  advice.  But  with  the 
specific  instructions  they  need  at  the  moment. 

The  computer  is  MS-DOS  compatible,  so 
it  uses  a  great  many  of  the  most  popular 
business  programs  right  off  the  shelf. 
And  it  has  the  capacity  to  grow 
from  256K  of  memory  to  a 
full  640K. 

See  the  Minolta  Office 
System  at  your  Minolta 
dealer.  He's  in  the  Yellow 
Pages.Orcall  1-800-524-1589. 
n  New  Jersey, 201-342-6707. 

All  you  have  to  lose  is 
your  secretary's  fears. 

THEPCW-l  OFFICE  SYSTEM. 

ONLY  FROMTHE  MIND 

OF  MINOLTA. 


MINOLTA 
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;a  trademark  of  Microsoft  Corporation. 
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Technology 


Software 


As  the  software  field  gets  ever  more  crowd- 
ed, program  writers  are  discovering  it  pays 
to  let  someone  else  do  the  selling. 


Division  of  labor 


By  Anita  Micossi 


T|he  days  when  software  entre- 
preneurs could  hope  to  become 
instant  millionaires  appear  to  be 
over.  Robert  Carr,  chairman  of  Fore- 
front Corp.  and  creator  of  Framework, 
the  integrated  business  program  pub- 
lished by  Ashton-Tate,  Inc.,  tells  how 
it  was  as  recently  as  1983.  "After  1-2- 
3,"  says  Carr  of  Lotus  Development 
Corp.'s  top-selling  program,  "develop- 
ers had  stars  in  their  eyes  and  venture 
capitalists  poured  money  into  start- 
ups, hoping  to  match  [venture  capital- 
ist] Ben  Rosen's  hit.  Everyone  was 
chasing  the  same  dream." 

But,  in  a  fast-moving  business,  re- 
ality quickly  set  in.  The  Lotus  combi- 
nation of  design,  development  and 
marketing  talents  has  proved  so  rare, 
says  Carr,  that  software  writers  are 
now  scrambling  to  let  somebody  else 
do  their  marketing  while  they  con- 
centrate on  the  product. 

Carr's  own  experience  is  illustra- 
tive. Living  off  savings,  Carr  worked 
on  Framework  by  himself  from  early 
1982  until  the  summer  of  1983.  With 
the  program  well  under  way,  Carr  was 
approached  about  the  next  step  by 
software  marketing  specialist  Marty 
Mazner,  who  became  his  partner  in 
Forefront.  "We  decided  not  to  start  a 
whole  company  around  the  market- 
ing effort,"  says  Carr,  29.  "Sure,  there 
are  greater  rewards,  but  it's  very  risky. 
And  you  have  to  mortgage  your  soul 
to  the  venture  capitalists." 

Opting  for  a  slower  but  steadier 
pace,  Carr  and  Mazner  signed  a  deal 


Chas  B  Slackman 


with  Ashton-Tate,  which  also  recent- 
ly agreed  in  principle  to  buy  Forefront. 
Already  well  established  with  its 
dBase  II,  Ashton-Tate  invested 
$750,000  to  complete  and  refine 
Carr's  program  (under  his  supervi- 
sion) and,  Carr  estimates,  spent  an 
additional  $5  million-plus  to  market 
the  software. 

It  was  the  least  they  could  do.  Lo- 
tus, Ashton-Tate's  chief  competitor, 
more  than  doubled  Framework's  ad- 
vertising and  marketing  budget, 
spending  an  estimated  $10  million- 
plus  on  Symphony,  its  comparable 
product. 

Such  huge  spending,  and  the  dimin- 
ishing chances  of  scoring  a  market- 
dominating  hit,  have  made  venture 
capitalists  increasingly  leery  of  fund- 
ing personal  computer  software  start- 
ups. But  perhaps  more  important  for 
the  direction  the  industry  takes  is 
that  those  escalating  costs  are  also 


making  software  writers  shy  of  the 
marketplace. 

"If  we  went  into  publishing,"  de- 
clares Tom  Snyder,  founder  of  Tom 
Snyder  Productions,  an  educational 
software  house,  "we'd  need  a  mini- 
mum of  40  or  50  people,  instead  of  the 
15  we  have.  We'd  lose  our  focus.  And 
our  tone."  Instead,  in  1982  Snyder 
turned  over  his  Snooper  Troops  game 
to  Spinnaker  Software  Corp.  Accord- 
ing to  David  Seuss,  Spinnaker  presi- 
dent, his  company  spent  $250,000  in 
the  first  12  months  to  document, 
build  up  inventory,  package,  adver- 
tise, promote,  sell  and  distribute  the 
software,  costs  that  Snyder  never  had 
to  bear. 

Thanks  to  Snooper  Troops  and  two 
other  Snyder  products,  Spinnaker 
was  able  to  raise  $1.5  million  in  the 
first  13  months,  while  Snyder  Pro- 
ductions collected  $235,000  in  royal- 
ties. But  Snyder  isn't  sore.  Publishers 
take  the  big  risk,  he  concedes,  and 
are  entitled  to  the  big  win.  "There's 
too  much  for  us  to  learn,"  says  Sny- 
der, "about  channels  of  distribution, 
pricing  and  industry  relations."  Of- 
ten having  suffered  a  poor  showing 
on  their  own,  an  average  of  three 
companies  per  week  now  approach 
Scarborough  Systems,  Inc.,  a  Tarry- 
town,  N.Y.  software  house,  to  mar- 
ket their  software. 

Of  course,  there  is  a  downside  to 
letting  someone  else  do  your  market- 
ing. Less  risk  begets  less  profit.  No 
large  capital  investment  means  no 
subsequent  leverage  in  the  capital 
market.  Insulation  from  business 
worries  can  often  turn  into  isolation 
from  consumer  input — and  poorly  de- 
signed products. 

But  given  the  realities  of  the  mar- 
ket, software  writers  have  little 
choice  but  to  go  along  with  the  sys- 
tem. "It's  becoming  a  publisher's 
market,"  says  agent  Sandra  Elkin  of 
Electronic  Media  Associates,  who 
notes  that  royalties,  which  can  run 
from  5%  to  25%,  are  declining,  and 
advances  for  software  programs  are 
getting  smaller  and  rarer.  Elkin  her- 
self receives  about  30  programs  over 
the  transom.each  month,  mostly  from 
hopeful  amateurs. 

All  parties  to  the  process  agree  that 
software  is  becoming  more  like  the 
book  and  record  industries,  where  art- 
ists and  business  people  keep  com- 
pany over  contracts.  Short  of  a  magi- 
cal conjunction  of  the  planets,  it's  just 
as  well,  says  Carr.  "Most  people  are 
only  good  in  one  area  and  shouldn't 
risk  what  they  know  by  making  mis- 
takes in  what  they  don't  know.  I  vote 
for  the  division  of  labor." 
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WE  KNOW  JUST 
HOW  YOU  FEEL 


ast  years  breakup  of  AT&T  was  a  very  confusing  and  frustrating 
Situation  for  a  lot  of  business  people.  But,  it's  been  a  very 
rofitable  situation  for  some  others:  the  ones  who  have  chosen 
;jTE  Sprint.  Here  are  a  few  of  the  reasons  why  it  could  be  just 
I  profitable  for  you. 

Sprint*  Advanced  WATS  gi\  TAII/*U  AIIECTIAilC 

ou  the  best  WATS  rate  aut<  )matically  n< .      I  VUVvl  IflllEiiP  I  IwlW/ 
latter  where  <  >r  when  y<  >u  call.  Si  -  yi  >u         CDDIAIT  Sk  AlCMfEDC 
/on't  get  billed  for  a  call  to  the  coast  ^r  KIR  1  flRwV    EIC3>» 

/hen  you're  really  calling  the  midwest. 

And,  Sprint  can  help  you  manage  your  sales  force's  on-the 
3ad  long  distance  costs.  With  Sprint  Travelcode™  service  you 
ave  up  to  70%  when  you're  away  from  the  office,  in  hotels  or 
irports.  And,  while  other  companies  charge  you  up  to  $1.55         feel  a  whole  lot  better. 


per  call  for  the  privilege  of  using  their  credit  cards,  Sprint  gives 

it  to  you  free. 

You  can  save  even  more  with  Sprint  Volume  Discounts. 

They're  the  best  in  the  business,  with  a  $1000  discount  level  that 
lets  heavy  users  get  heavy  savings.  Who 
deserves  it  more?  And  the  Sprint  Edge™ 
automatic  dialer  makes  Sprint  just  as 
easy  to  use  as  AT&T 

So,  if  you're  feeling  a  little  lost  and 
more  than  a  little  frustrated  in  the  wake 

of  AT&T's  divestiture,  talk  to  GTE  Sprint.  Of  course,  we  know 

just  how  you  feel.  And,  we  also  /    / 

know  just  how  to  make  you  // 

// 


laheim.CA 
'14)660-8999 
lanta,  GA 
04)8430100 
>ston,  MA 
17)628-7070 


Chicago,  IL 
(312)364-4600 
Cleveland,  OH 
(216)642-0180 
Dallas,  TX 
(214)387-4686 


Detroit,  MI 
(313)827-4900 
Honolulu,  HI 
(808)528-2000 
Houston,  TX 
ri3P77  3600 


Kansas  Cm  KS 
(913)451-8700 
Los  Angeles  <  A 
(213)515  5353 
New  York,  NY 
(212)557  0700 


Philadephia,  PA 
(215)568-4338 
Phoenix,  AZ 
(602)956  6200 


San  Franciso  >,  CA 

(415)571-8700 
Washington,  DC. 
(■703)486  8330 


fHT9  SPRINT 


Call  your  local  Sprint  Sales  Office,  or  800  521  4949. 


t985  GTE  Sprint  You  can  get  Sprint  almost  everywhere,  and  use  it  to  call  anywhere  outside  this  state  (all  for  details  on  intrastate  savings  ®  Sprint  is  ,i  registered  trademark  of  GTE  Sprint  Communication  Corp. 


Faces 

Behind  the  Figures 


Edited  by  Pamela  Sherrid 


Changing  reels 

Michael  Fuchs  threw  an  $8,000 
champagne  and  caviar  party  after 
Time  Inc.'s  Home  Box  Office  secured 
exclusive  pay-TV  rights  to  movies 
from  Columbia  Pictures  and  Tri-Star 
Pictures  back  in  1982.  "We  were  hot 
as  a  pistol/'  the  impatient  39-year-old 
chairman  recalls.  Last  month,  with 
HBO's  profits  dropping,  Fuchs  renego- 
tiated those  contracts,  worth  several 
hundred  million  dollars.  "We  had  an- 
other dinner,"  Fuchs  says,  "but  this 
time  there  were  only  four  of  us,  and 
Columbia  Pictures  paid." 

Fuchs,  a  former  entertainment  law- 
yer who  joined  HBO  in  1976,  became 
chief  executive  last  fall  after  Time 
Inc.  forced  his  predecessor  to  resign. 
Videocassette  recorders,  plus  the 
slump  in  cable  construction,  have 
slowed  HBO's  subscriber  growth. 
Earnings  for  Time's  video  group  were 


flat  last  year,  at  $212  million,  because 
of  falling  HBO  profits. 

HBO's  original  deal  with  Columbia 
and  Tri-Star  (one-third  owned  by 
HBO)  was  based  on  projections  of  a 
larger  subscriber  base.  In  the  renegoti- 
ated deal  HBO  will  pay  a  reduced  fee 
for  exclusive  rights  to  Columbia 
through  June  1986  and  to  Tri-Star  un- 
til the  end  of  that  year.  It  is  also  ex- 
tending the  length  of  the  current  con- 
tracts from  1986  to  1989,  but  it  will 
not  have  exclusive  rights  for  those 
three  additional  years. 

Why  did  the  studios  agree  to  come 
to  the  table?  "We  didn't  get  on  our 
hands  and  knees  and  beg,"  Fuchs  says. 
"It's  a  good  deal  for  them,  too."  Co- 
lumbia and  Tri-Star  now  have  a  guar- 
anteed buyer  through  the  end  of  the 
decade,  and  they  can  sell  the  nonex- 
clusive movies  to  HBO's  rival,  Show- 


Michael  Fuchs  of  Home  Box  Office 

"We  didn't  get  on  our  hands  and  knees  and  beg. 


time/The  Movie  Channel. 

This  means  that  HBO  will  no  long- 
er be  able  to  tout  exclusivity  as  a 
selling  point,  but  Fuchs  claims  his 
company  isn't  losing  much.  "The 
viewer  didn't  care,"  he  says.  "We've 
done  better  with  the  pictures  that  we 
make  ourselves." 

Fuchs,  who  lives  in  a  New  York 
City  triplex  complete  with  a  gym  and 
five  VCRs,  is  still  resented  by  much  of 
Hollywood  for  the  power  he  wields. 
Within  Time  Inc.,  however,  HBO  has 
gotten  its  comeuppance.  HBO  still 
has  its  own  separate  Manhattan  of- 
fices, resplendent  with  custom-made 
Art  Deco  bronze  light  fixtures  and  a 
color  scheme  including  pastel  greens, 
grays  and  pinks,  but  these  days  the 
magazine  group,  not  HBO,  is  tops. 

"A  couple  of  years  ago,  we  were 
isolated  from  corporate  manage- 
ment," Fuchs  says.  Now  HBO  is  treat- 
ed like  other  Time  divisions.  That 
means  more  meetings  and  more  direc- 
tion from  corporate  headquarters  and, 
maybe,  no  more  caviar  and  cham- 
pagne for  a  while.  Analysts  expect 
HBO's  profits  will  continue  to  slip 
this  year. — Jeffrey  A.  Trachtenberg 


Ohio,  here  we  come? 

Kenneth  La  Vine  Jr.,  chief  financial 
officer  of  Chemical  Bank,  doesn't 
think  much  of  the  Ohio  bankers  who 
are  trying  to  stop  a  government-subsi- 
dized sale  of  Ohio's  failed  Home  State 
Savings  Bank  to  his  New  York  City- 
based  institution.  "Are  they  worried 
about  taxpayers'  money  or  about 
more  competition?"  LaVine  asks.  "I 
suspect  it's  the  latter."  Home  State's 
future  will  remain  uncertain  until  at 
least  mid-May,  but  LaVine  thinks 
Chemical  holds  a  strong  hand.  "This 
is  the  only  solution,"  he  claims.  "A 
liquidation  would  leave  Home  State 
depositors  with  only  40  cents  on  the 
dollar." 

LaVine,  39,  a  clean-cut  University 
of  Virginia  M.B.A.,  has  been  working 
feverishly  at  the  center  of  the  Ohio 
bank  crisis  since  mid-March,  when 
Ohio  Governor  Richard  Celeste  tele- 
phoned Chemical  Chairman  Walter 
Shipley  in  search  of  a  savior  for  Home 
State.  That's  the  savings  bank  that 
was  crippled  by  losses  caused  by  the 
failure  of  E.S.M.  Government  Securi- 
ties, a  government-securities-trading 
operation.  Shipley  dispatched  LaVine 
to  Cleveland  over  the  St.  Patrick's 
Day  weekend  to  reconnoiter  and  then 
put  him  in  charge  of  negotiations. 

"We  told  state  officials  our  basic 
terms  after  that  first  weekend,"  La- 
Vine  recalls.  Chemical  was  interested 
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1  Kenneth  LaVine  of  Chemical  Bank 
Snaring  a  bargain  in  Home  State? 


Dorothy  Tanous 


only  if  it  could  turn  Home  State  into  a 
commercial  bank.  On  Good  Friday 
Chemical  signed  a  letter  of  intent  to 
acquire  Home  State,  subject  to  a  full 
valuation  of  its  assets  and  liabilities. 

That's  when  La  Vine's  real  work  be- 
gan. Two  days  later  he  headed  a  Cin- 
cinnati-bound airlift  of  50  Chemical 
employees.  For  the  next  week  they 
tried  to  make  sense  of  Home  State's 
books,  accompanying  local  apprais- 
.  ers,  for  example,  to  examine  the  real 
estate  backing  up  Home  State's  loans. 
As  a  result  of  that  whirlwind  analysis, 
LaVine  concluded  that,  in  addition  to 
the  $140  million  loss  caused  by  the 
E.M.S.  debacle,  Home  State's  $630 
million  assets  needed  to  be  written 
down  by  another  $120  million. 

LaVine  says  the  acquisition  could 
be  profitable  for  Chemical  on  an  oper- 
ating basis  after  the  first  year.  And 


why  not?  Chemical's  suggested  write- 
downs not  only  cleanse  Home  State  of 
its  overvalued  loans,  they  also  bring 
low-yielding  loans  up  to  market  rates. 
If  Chemical  sticks  by  its  offer  to  in- 
vest only  $51  million,  most  of  the 
$210  million  gap  between  assets  and 
liabilities  would  have  to  be  filled  with 
some  combination  of  Ohio  state  in- 
surance funds  and  new  state  money — 
a  considerable  uncertainty. 

If  Chemical  gets  the  bank,  Home 
State  will  amount  to  less  than  1%  of 
Chemical's  assets.  But  it  would  give 
Chemical,  which  is  top  lender  to  New 
York-area  small  and  medium-size 
businesses,  an  important  beachhead 
in  another  state.  "This  will  be  a  real 
laboratory  for  us,"  LaVine  says.  "We 
want  to  prove  to  ourselves  that  we 
can  export  our  strengths." — P.S. 


Making  waves 

After  a  successful  30-year  career  in 
■public  television,  Mark  Damen 
has  suddenly  become  something  of  a 
pariah  among  his  peers.  Damen,  presi- 
dent of  Tampa-based  Florida  West 
Coast  Broadcasting,  announced  in 
January  that  his  WEDU-TV  had 
agreed  to  swap  its  broadcasting  slot  on 
the  VHF  band  with  commercial 
WTOG-TV  of  St.  Petersburg,  Fla.,  a 
UHF  station. 

If  the  deal  is  approved  by  the  Feder- 
al Communications  Commission, 
Damen  would  have  the  first  indepen- 
dently wealthy  public  TV  station  in 
the  country.  WTOG's  owner,  Hub- 
bard Broadcasting  of  Minneapolis,  is 
eager  for  WEDU's  slightly  larger  audi- 
ence and  wants  the  VHF  slot  to  attract 
more  national  advertising.  Hubbard 
has  agreed  to  pay  Damen  $25  million 
cash  over  five  years  and  $  1 5  million  in 
equipment  and  operating  expenses. 

Sound  like  a  great  deal?  Some  com- 
mercial broadcasters  are  unhappy  be- 
cause they  don't  want  new  commer- 
cial competitors  popping  up  on  the 
VHF  band  in  markets  where  they  al- 
ready own  a  station.  And  many  public 
broadcasters  think  Damen's  swap  sets 
a  dangerous  precedent.  They  fear  that 
putting  public  TV  on  the  UHF  band, 
long  notorious  for  its  weak  signal, 
means  accepting  second-class  citizen- 
ship. There  may  even  be  federal  legis- 
lation proposed  to  restrict  such 
swaps.  Supporters  of  public  TV  don't 
want  lucrative  trades  to  tempt  the 
government  to  shut  off  dwindling 
funding  for  public  TV  entirely — leav- 
ing smaller  UHF  stations  with  no 
swap  options  out  in  the  cold. 

Randy  Taylor/Sygma 


Damen  of  Tampa's  WEDU-TV 

A  public  station  could  get  rich. 
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How  General  Electric 

Credit  Corporation  helped  a 

venerable  piano  company  dance 

to  its  ^own  tune 


And  two  other  examples  of  faith 
and  financing  that  have  made 
GE  Credit  number  one  in 
diversified  finance  services 


1 


They  laughed  when 

GE  Credit  sat  down  to 

arrange  a  leveraged 

buyout  for  the 

Baldwin  Piano  &  Organ 

Company 

'HE  LARGEST  GE  Credit  financing 
ransaction  with  a  maker  of  retail 
iroducts  was  with  a  firm  founded 
»efore  the  Civil  War  in  the  Ohio  Val- 
ay—  a  company  that  still  clings  tena- 
iously  to  its  roots  yet  is  in  tune  with 
iigh-tech  America. 

Chances  are  you  have  one  of  their 
iroduets  in  your  living  room,  which 
*  precisely  why  its  senior  officers, 
>ick  Harrison  and  Harold  Smith, 
/anted  to  buy  Baldwin  Piano  & 
>rgan  from  its  parent  company 

"This  is  the  second  time  em- 
loyees  have  bought  the  company," 
ointed  out  Harold  Smith.  "The  first 
ime — back  at  the  turn  of  the  cen- 
ury — was  from  the  founder's  estate, 
hat  proved  to  be  a  wise  investment, 
aldwin  has  consistently  been  prof- 
able  despite  industry  ups  and 
owns.  And  the  company  has  grown 
3  be  the  country's  largest  keyboard 
lanufacturer  today." 

"We  were  in  the  unique  position 
f  negotiating  to  buy  a  company 
rom  the  same  people  we  reported 
),"  Dick  Harrison  said.  "We  didn't 
ise  an  investment  banker.  We  relied 
in  our  own  people,  our  attorneys, 
amnion  sense — and  GE  Credit.  And 
was  smooth  sailing — or  maybe  I 
tould  say  we  hit  darn  few  sour  notes 
uring  the  four  months  of 
egotiations." 

The  management  group 
eaded  by  Harrison  and  Smith 
fgned  a  $155  million  financing 

package. 

The  package  included  a  $65 
million  lineofcreditsecured 
by  Baldwin's  inventory 
and  a  $90  million  credit 
line  for  the  purchase  of 
Baldwin's  present  and 
ongoing  retail  receiv- 
ables to  be  serviced 
by  GE  Credit's  re- 
gional   busi  ness 
center  in  Ohio. 

Baldwin  has  now 
returned  to  the  pri- 
vately held  status  it 

Baldwin  participates  in  the 
high  tech  revolution  too.  The 
PianoPro  looks  like  a  conven- 
tional piano  but  allows  the  one- 
fingered  player  to  produce  full 
chords  through  state-of-the-art 
computerized  electronics. 


enjoyed  at  the  turn  of  the  century, 
and  its  pianos  and  organs  are  made 
with  more  attention  to  quality  than 
ever  before. 


2. 


Sour  condominium  market 

no  obstacle  as  GE  Credit 

finances  one  of  the 

largest  conversion  projects 

in  California  history 

WHAT  OUR  competitors  in  the  real 
estate  market  often  consider  a  risky 
way  of  doing  business,  GE  Credit 
thinks  of  as  innovative  and  flexible. 

The  difference  between  us  is  well- 
illustrated  in  the  Shelter  Creek 
1,296-unit  condominium  project 
we  recently  financed  in  San 
Bruno,  California.  Shelter  Creek 
Company  faced  two  seemingly 
insurmountable  problems  be- 
fore coming  to  GE  Credit. 

One,  end  loan  money  in  California 
had  all  but  dried  up.  Two,  most 
lenders  were  out  of  the  conversion 
financing  market  because  of  lagging 
sales  caused  by  the  first  problem. 

Undismayed,  we  backed  Shelter 
Creek  because  our  condominium 
experts  believed  it  to  be  a  sound 
project  that  would  bear  fruit. 

With  a  commitment  from  us, 
Shelter  Creek  Company  was  able  to 
secure  a  municipal  tax-exempt  bond 
issue  and  provide  unit  buyers  with 
attractive  low-interest-rate  end  loan 
money.  GE  Credit  created  two  loans 
totalling  $38  million  for  the  project, 
large  by  any  standard,  even  in  the 
best  of  times. 

Shelter  Creek  Company  got  its 
bond  issue  financing  and  so  was  able 
to  compete  very  favorably  with 
neighboring  condominiums  because 
its  buyers  could  obtain  below-market 
mortgages. 


3. 


An  absorbing  short 

story  about  Scott 

Paper's  relationship 

with  GE  Credit 

INCREASINGLY,  new  business  comes 
from  clients  who  feel  we've  created 
attractive  financial  packages  for 
them  in  the  past. 

We  thought  you  might  like  to 
have  a  peek  at  the  underpinnings  of 
two  packages  constructed  by  GE 
Credit  that  increased  the  efficiency 


of  the  paper  company's  financial 
resources. 

The  first  transaction  was  for  a  co- 
generation  plant  in  Maine  that  used 
wood  chips  as  its  primary  fuel  to 
generate  steam  for  Scott's  operations 
and  electricity  for  sale  to  others.  We 
recommended  financing  the  facility 
with  a  structure  like  a  leveraged 
lease. 

Two  basic  steps  were  employed  to 
raise  money  for  the  $91  million 
project: 

1.  GE  Credit  invested  $47  million 
in  the  25-year  financing. 

2.  Separate  public  offerings  of  $7 
million  in  long-term  tax-exempt 
bonds  and  $37  million  in  long-term 
taxable  debt  were  arranged  by  a 
major  investment  banking  house. 

GE  Credit  was  then  awarded  a 
second  piece  of  business.  This  trans- 
action, also  in  Maine,  was  a  lever- 
aged lease  financing  of  a  fiber  recy- 
cling plant  that  processes  waste 
paper  into  pulp  for  Scott  paper  prod- 
ucts—much more  cost-efficient  than 
producing  the  same  products  from 
timber. 

The  basic  steps  in  the  second  fi- 
nancial package  were  similar  to  the 
first,  with  GE  Credit  contributing 
$13  million  in  equity  and  leveraged 
lease  debt  being  raised  through  pub- 
lic offerings. 

Our  work  on  the  second  transac- 
tion, by  the  way,  took  a  mere  28  days 
to  complete.  Two  reasons  why  GE 
Credit  is  able  to  move  so  fast  are  that 
we  have  so  many  options  at  our  dis- 
posal and  are  not  overly  regulated 
when  we  use  them. 

To  find  out  how  we  do  it,  mail 
the  coupon  below  for  our  informa- 
tion kit.  Or  call  800-243  2222. 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road, 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit  de- 
scribing additional  financial  packages 
and  a  "Guide  Through  the  Leasing  Maze." 


General 
Electric 
Credit 

CORPORATION 

I 1  152085 

Creating  Money  For  Business 


Faces 

Behind  the  Figures 


Ray  Williams  ofSalant  Corp. 

"I'm  not  much  of  a  corporate  beast 


Damen,  60,  who  left  his  native  Hol- 
land to  work  in  U.S.  public  TV  in  its 
early  days  in  the  1950s,  isn't  radical 
enough  to  propose  swaps  as  a  way  to 
get  off  the  federal  gravy  train  entirely. 
He  sees  his  deal  as  merely  a  smart 
business  decision.  WEDU  operates  on 
an  annual  budget  of  about  $4  million, 
with  80%  coming  from  membership 
drives,  program  underwritings  and 
other  fundraising.  Investing  the  $25 
million  at  8%  would  provide  $2  mil- 
lion yearly,  or  half  his  current  budget, 
guaranteeing  his  station's  future. 

And  Damen  wants  to  improve  pro- 
gramming. From  his  office  window  he 
can  see  Tampa's  $35  million  perform- 
ing arts  center  under  construction 
just  across  the  Hillsborough  River. 
He'd  like  to  televise  some  of  those 
coming  events. 

Damen  thinks  that  worries  about 
UHF  channels'  signal  quality  are  ob- 
solete. The  technology  has  improved, 
he  says,  and  most  TV  sets  (and  all  sets 
taking  cable)  now  receive  both  signals 
equally  well.  "Times  change,  and  you 
can't  keep  making  decisions  on 
anachronisms,"  he  says. — Jill  Bettner 


Rags  to  riches? 

On  the  day  last  October  when  Farah 
Manufacturing  announced  that 
Ray  Williams  was  resigning  as  presi- 
dent and  chief  operating  officer,  the  El 
Paso-based  apparel  maker's  stock 
dropped  by  nearly  one-fourth,  to  21.  "I 
was  flattered  in  a  strange  sort  of  way," 
Williams  admits.  Williams  joined  an 
ailing  Farah  in  1978  and  was  credited 
with  charting  an  impressive  turn- 
around. But  in  a  company  whose 
chairman,  William  Farah,  still  owns 
20%  of  the  stock,  he  was  always 
something  of  an  outsider.  Shortly  af- 
ter Williams  resigned,  Willy  Farah, 
66,  named  his  son  fames,  38,  as  execu- 
tive vice  president  and  chief  operating 
officer.  "The  younger  Farahs  were 
ready  to  run  the  business,"  says  the 
52-year-old  Williams.  "It  was  time  for 
me  to  exit." 

In  March  Williams  started  as  a  con- 
sultant, with  total  operating  control, 
at  bankrupt  Salant  Corp.,  a  New 
York-based  apparel  maker  that  had 
filed  for  Chapter  11a  month  earlier. 
Trying  for  another  turnaround  suits 


Williams  just  fine.  "I'm  not  much  of  a 
corporate  beast,"  he  says.  "I  like  a 
tremendous  amount  of  risk." 

Salant  lost  $18  million  on  sales  of 
$199  million  last  year.  Costs  had  got- 
ten out  of  control,  and  the  former 
management,  with  abysmal  timing, 
threw  a  new  line  of  blue  jeans  into  a 
stagnant  market. 

"You  don't  sit  around  and  agonize 
and  analyze,"  Williams  says.  In  his 
first  six  weeks  on  the  job,  he  slashed 
about  $7  million  in  annual  overhead, 
laying  off  close  to  1,500  people,  or 
25%  of  Salant's  labor  force.  Williams 
aims  to  show  an  operating  profit  dur- 
ing the  second  half  of  this  year. 

For  his  pains  Williams  is  pocketing 
$2,000  a  day,  plus  expenses.  "Our 
meetings  with  creditors  are  short," 
Williams  says  wryly.  His  billings 
can't  exceed  $500,000  a  year,  but  Wil- 
liams is  negotiating  with  Salant  direc- 
tors for  a  "substantial"  equity  posi- 
tion. What  about  possible  complaints 
from  Salant  shareholders,  who  have 
seen  their  stock  sag  from  a  peak  of  12 
in  January  1984  to  5?  "If  Salant  had 
hired  me  sooner,"  Williams  answers 
cockily,  "the  stock  might  be  worth 
more  today."— Barbara  Rudolph 


Not  quite  there 

Iured  by  headhunters,  Leonard  Ro- 
Isenblatt  four  years  ago  quit  his  job 
as  manager  of  a  division  at  W.R.  Grace 
&  Co.  to  become  president  of  Compo 
Industries,  Inc.,  a  troubled  company 
firmly  mired  in  a  dying  industry. 
Headquartered  in  the  old-line  manu- 
facturing town  of  Waltham,  Mass., 
Compo  was  the  leading  supplier  of 
adhesives  and  synthetic  leather  to 
U.S.  shoemakers,  and  it  had  the  oper- 
ating losses  to  prove  it. 

Since  then  Rosenblatt,  55,  has  at- 
tempted a  textbook  turnaround.  With 
more  time,  and  some  luck,  he  just 
might  bring  it  off.  Rosenblatt 
squeezed  accounts  receivable,  worked 
off  38%  of  a  $20  million  inventory, 
and  halved  Compo's  work  force. 

But  what  about  growth?  One  of 
Compo's  own  divisions  gave  Rosen- 
blatt his  big  lead.  It  had  pumped  sales 
from  $1  million  to  $4  million  in  three 
years,  making  adhesive  backing  for 
modular  carpet.  Carpet  tiles  are  much 
in  demand  these  days,  especially  in 
offices,  where  they  offer  flexibility 
and  easy  access  to  floor-based  tele- 
communications systems. 
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TOUGH  COPIERS. 


—Mm 


m  » 


[  Copier  customers  are  tough! 

Iter  all,  when  you're  responsible 
i  the  copiers  used  in  your 
mpany,  it's  really  your  image 
pat's  on  the  line.  So  you  will  be 
i.erested  to  know  why  more  and 
pre  of  America's  FORTUNE  500 
Impanies  are  making  Royal 
Eipiers  their  choice. 
These  demanding  companies  are 
CDosing  Royal  Copiers  because  of 
je  company  that  stands  behind 
tern.  Royal  has  been  providing 
Eality  office  machines  to  tough 
btomers  for  over  80  years, 
firing  this  period.  Royal  has  built 
ce  of  the  most  professional  and 


responsive  nationwide  sales  and 
service  networks  in  the  industry. 

Royal  will  work  with  you 
personally  like  no  other  copier 
company.  We'll  create  a  customized 
acquisition  plan  to  meet  your 

ROYAL  COPIERS 

needs.  We  will  prepare  individual- 
ized management  information 
reports  to  help  you  more  effec- 
tively manage  your  copier  installa- 
tions. Simply,  Royal  is  prepared  to 
do  whatever  it  takes  to  be  your 
tough  copier  company. 


The  fact  that  Royal  Copiers  earn 
the  highest  marks  for  reliability 
and  performance  just  isn't  good 
enough  for  us. 

You're  tough!  We're  tough!  We 
have  to  be,  our  81  year  heritage 
demands  it. 

Call  the  Royal  hot  line  now, 
toll-free,  1-800-528-6050 
ext.  2246. 


ROYAL 

BUSINESS  MACHINES,  INC. 


A  Triumph- Adler  North  America  Company 


When  the  need  is  critical, 
the  Copier  is  Royal. 


Royal  is  a  registered  trademark  of  Royal  Business  Machines,  Inc.  ©  1985 


Faces 

Behind  the  Figures 


Leonard  Rosenblatt  of  Compo  Industries 
No  coining  out  party — yet. 

Soon  Rosenblatt  discovered  that 
the  Dutch  firm  van  Heugten  B.V.,  the 
world's  largest  maker  of  modular  car- 
pet, was  on  the  block.  But  by  then 
another  U.S.  company,  Interface 
Flooring  Systems,  Inc.,  was  at  the 
point  of  closing  a  deal  to  buy  it.  Ro- 
senblatt spent  12  months  wooing  the 
company's  board  of  directors,  as  well 
as  the  founder's  16  children,  flying  to 
Amsterdam  26  times.  "The  concierge 
of  my  hotel  started  sending  me  tel- 
exes," he  recalls,  "every  time  news 
about  the  deal  hit  the  Dutch  papers." 

Rosenblatt's  perseverance  paid  off. 
To  meet  the  $36  million  purchase 
price,  he  used  $22  million  in  cash 
squeezed  out  of  Compo's  operations 
and  placed  $14  million  in  12%  notes. 

Compo's  carpet  business  now  is 
market  leader  in  Europe  and  Japan. 
Rosenblatt  quickly  signed  a  joint  ven- 
ture with  Bigelow-Sanford,  Inc.  to 
make  headway  in  the  U.S.  Compo 
earned  $3.8  million  on  sales  of  $132 
million  in  fiscal  1984  (ended  last  Oc- 
tober). Rosenblatt  thought  the  com- 
pany was  poised  to  show  more  earn- 
ings gains  soon. 

But  turnarounds  are  rarely  smooth, 
and  they  can  be  hazardous  to  share- 
holders. In  the  quarter  ended  last 
December,  operating  profits  dropped 
25%.  Though  the  carpet  business  is 
growing,    Rosenblatt    has    to    worry 


about  a  weak  Dutch  guilder  and 
heavy  debt — as  well  as  the  old  alba- 
tross of  footwear,  which  still  ac- 
counts for  25%  of  sales  and  which  he 
plans  to  reduce  further.  Compo's 
stock,  which  had  climbed  from  a  low 
of  3  in  1980  to  11  in  late  1984,  has 
dropped  to  7.  "I  really  thought  this 
would  be  our  coming-out  year,"  says 
Rosenblatt.  "I  think  that  I'm  a  year 
behind  schedule." — Christopher  Power 


Low-tech  pharmaceuticals 

If  you  catch  cold  in  Japan  and  go  to 
see  a  doctor,  he  is  likely  to  pre- 
scribe kakkonto,  a  powdered  mixture 
that  includes  cinnamon  bark,  ginseng 
and  sickle- leaved  hare's  ear  root.  Suf- 
fering from  chronic  hypertension? 
The  doctor  might  suggest  skullcap 
root  and  the  bark  of  tree  peony  and 
philodendron. 

And  you  thought  you  had  the  Japa- 
nese and  their  high-tech  ways  all  fig- 
ured out.  Well,  herbal  medicines,  first 
introduced  from  China,  are  making  a 
comeback  in  Japan  after  almost  a  hun- 
dred years  of  neglect.  One  family- 
managed  firm,  Tsumura  Juntendo, 
dominates  the  kampo,  or  herbal  medi- 
cine, market  in  Japan.  Its  sales  of 
medications  have  more  than  tripled 
in  the  last  four  years,  to  $154  million. 
The  company,  traded  on  the  Tokyo 
Stock  Exchange,  also  sells  bath  and 
cosmetic  products,  for  total  sales  last 
year  of  $218  million. 

The  company  was  founded  in  1893 
by  the  grandfather  of  the  current 
president,  Akira  Tsumura,  just  when 


kampo  started  going  out  of  style.  The 
Meiji  emperor  decreed  that  all  doctors 
had  to  study  Western-style  medicine. 
Soon  kampo  was  almost  ignored. 

In  the  early  1970s  scientists,  in- 
cluding those  at  Tsumura  Juntendo, 
began  researching  the  chemical  prop- 
erties of  different  herbs.  In  1976  Ja- 
pan's national  medical  insurance  plan 
added  over  100  kampo  prescriptions  to 
its  approved  reimbursement  list.  To- 
day close  to  half  of  Japan's  doctors 
rely  on  some  kampo  principles. 

"Kampo  medicines  really  work,"  in- 
sists Tsumura,  49.  Oriental  medicine, 
rooted  in  folk  tradition,  tends  to  focus 
less  on  specific  causes  of  disease,  like 
bacteria,  and  more  on  removing  over- 
all "patterns  of  disharmony."  Vague? 
Maybe  so,  but  Tsumura  has  rapidly 
increased  his  firm's  research  budget, 
from  1.9%  of  sales  in  1980  to  7.1% 
last  year,  to  find  out  just  why  his  i 
preparations  work.  Those  expenses, 
plus  cuts  on  all  drug  reimbursements 
by  the  national  health  insurance,  low- 
ered the  firm's  profits  last  year. 

So  Tsumura  is  looking  with  everr 
more  interest  at  the  U.S.  market.  He'ss 
an  Americophile   who,   as   a  youngs 
man,  wanted  to  play  jazz  professional- 
ly. He  recently  published  a  book  in 
English  on  banjos,  which  he  collects. 

Today  Tsumura  sells  only  bath  ad- 
ditives in  the  U.S.  In  order  to  sell 
kampo  medicines  here  he  faces  thet. 
tough  barrier  of  FDA  approval.  Why 
not  just  sell  his  wares  in  health  foodl 
stores?    Says   Akira   Tsumura:    "We< 
don't  want  to  be  viewed  as  'granny  * 
medicine.'  " — Kathleen  K.  Wiegner 


Akira  Tsumura  of  Tsumura  Juntendo 

Hypertension?  Try  the  bark  of  tree  peony  and  philodendron. 


Kaku  KarH.i  <  .jmm.i  I  i,nson 
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Look  into  Stone  Container 


Innovative  packaging  in  tune 
with  the  times. 

Our  people  have  the  commitment.  Our  customers  have  the  proof. 

We  are  a  leader  in  the  corrugated  container  industry  because  we 
march  to  our  customers'  drummers.  We  create  new  packaging 
concepts  to  fit  our  customers'  current  needs.  Fresh,  functional 
designs  that  have  set  new  standards  of  excellence. 

Like  the  innovative  corrugated  and  plastic  skin  packages 
we  developed  for  a  medley  of  unusual  shaped  large  products. 
Everything  from  tubas  to  heavy  electric  chain  saws. 

We  also  developed  the  packaging  systems  to  complement  these 
designs.  With  our  corrugated  container  forming  systems,  we  offer 
all  of  our  customers  higher  productivity  at  lower  cost  and  single 
source  responsibility.  Plus  greater  product  protection. 

It's  all  part  of  Stone's  commitment  to  match  new  product 
development  with  new  systems  for  cost-effective  packaging. 

Innovation.  The  first  word  in  our  company  philosophy: 
Innovation,  Quality,  Service. 

Three  little  words.  One  big  commitment.  Our  people  have  it. 
Our  customers  get  it. 
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Stone  Container  Corporation 

Innervation-  Quality » Service 

Chicago  'I-  60601 


The  Libert  ad. 
Mexico's  new  1  oz.  silver  coin 

Until  now,  precious  metals 

were  reserved 
for  the  precious  few. 


Once  it  was  believed  that  silver  was  a  metal  of  the  gods. 
Then  there  was  the  notion 
that  only  the  rich  could 
afford  precious  metals. 
Those  days  are  long  gone. 
Because  now  silver  comes  in  a 
convenient  size  most  anyone  can 
afford:  Mexico's  legal  tender,  1  02. 
silver  coin— the  Libertad. 

Its  time  you  cultivated 
a  taste  for  silver. 

If  you  don't  own  any  silver,  maybe 
it's  time  you  cultivated  a  taste  for  it -es- 
pecially if  you  weren't  born  with  a  silver 
spoon  in  your  mouth.  This  is  just  the  time 
and  way  to  start. 

With  Mexico's  Libertad,  you  can  buy  silver  in  units  of  one 
ounce -coin  by  coin -if  you  like,  with  no  large  initial  invest- 
ment. And  since  coins  are  individual  units,  you  can  easily 
resell  your  silver  a  little  or  a  lot  at  a  time. 


It's  just  as  much  a 
part  of  your 
future  as  it  is  of 
your  past 

You  may 
already  own 
some 
form  of 
silver: 

Silverware, 
or  perhaps  a 
treasured 
family  heirloom. 

When  you  understand  why  silver  was  held 
so  highly  in  the  past,  you'll  want  to  hold  it  in  the  future 

Silver  is  very  expensive  to  mine. 
And  today  demand  for  silver  continues  to  rise  far  faster  the: 
new  deposits  can  be  found  and  mined.  Silver  is  essential  to 
dozens  of  modern  industries.  Computers.  Electronics.  Pho 
tography  This  phenomenal  demand  on  such  a  precious 
scarce  metal  poten- 
tially makes  silver  a 
very  attractive  com- 
modity for  short  or 
long  term  investors.         '  -       /   r"' ' ■  > 


Its  what's  behind  our  coin  that  counts. 

For  over  400  years,  the  world's  largest  quantity  and  finest 
quality  of  silver  has  been  produced  in  Mexico.  In  an  unequalled 
tradition  of  craftsmanship,  their  coins  are  created  at  Casa  de 
Moneda,  the  oldest  mint  in  the  Western  Hemisphere.  But 
there  is  more  than  ancient  heritage  behind  the  loz.  Libertad. 
It  is  a  non-restrike  legal  tender  coin  which  is  annually 
dated  and  minted  in  large  quantities.  Each  1  oz.  coin 
boasts  a  .999+  fine  silver  content,  making  it  one 
of  the  purest  investments  in  silver. 


Why  wait  for  a  special  occasion? 

Buying  silver  is  no  longer  reserved  for  the  precious  few 
Or  for  special  occasions.  It's  for  you.  And  the  time  is  now. 
Many  financial  experts  agree  that  silver  is  currently  "under-i 
valued"  That  makes  it  an  attractive  investment.  And  the  pri' 
is  attractive  too,  with  the  practical  size  of  the  1  oz.  Libertad. 
Practical  also,  is  that  you  can  check  the  value  of  your  hold- ' 
ings  by  checking  the  price  of  silver  listed  in  your  daily 
newspaper. 

So  why  wait  for  a  25th  wedding  anniversary? 
Today  you  can  give  your  future  a  silver  lining  with 
Mexico's  1  oz.  silver  coin— the  Libertad— now 
available  at  coin  dealers,  banks  and 
brokerage  houses. 


The  loz.  Silver  Libertad. 

Silver. .  .The  New  Opportunity. 


The  Forbes/VVilshire  5000  Review 


Edited  by  Steve  Kichen 


Conflicting  signals.  The  Dow  industrials  have  traded 
within  a  range  of  a  little  less  than  40  points  since  early 
:  March.  During  the  most  recent  two-week  period,  the  Dow 
!  climbed  to  within  15  points  of  its  alltime  high  of  1299,  but 
then  backed  off  and  ended  up  with  only  a  0.8%  gain.  Both 
the  NYSE  and  the  S&P's  500,  though,  hit  new  highs 
toward  the  end  of  the  two-week  stretch.  The  Wilshire 
index,  which  registered  a  0.9%  gain,  also  came  within  a 
whisker  of  breaking  its  previous  record. 


Is  the  market  on  the  verge  of  another  big  rally?  Al- 
though some  indexes  broke  into  new  territory,  trading 
volume  has  been  unexceptional.  First-quarter  earnings 
reports  also  have  been  a  disappointment.  The  5,000  stocks 
in  the  Wilshire  index  are  trading  at  a  composite  12.2  times 
latest  12-month  earnings,  The  Forbes  Sales  500  at  10.8 
times.  The  Forbes  500s  multiple  was  10.4  a  month  earlier. 
And  analysts  continue  to  scale  back  1985  earnings  esti- 
mates at  a  moderate  pace. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  Indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

0.9 

0.9 

0.7 

0.9 

0.1 

1.8 

in  last  52  weeks 

14.8 

15.6 

9.1 

14.8 

8.9 

15.1 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility1 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

1.0 

0.8 

-1.0 

2.3 

0.4 

1.5 

2.5 

0.3 

-0.9 

2.2 

2.1 

-1.3 

in  last  52  weeks 

17.9 

10.9 

10.9 

27.5 

4.3 

27.8 

26.6 

15.2 

11.7 

29.4 

25.1 

-0.5 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatiuty  issues  a 

3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

re  more  stable. 
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Where  The  Aetion  Is 


Money  and  oil.  During  the  most  recent  two-week  period 
the  finance  and  energy  sectors  outperformed  the  remain- 
ing groups.  A  number  of  banks  and  insurance  companies 
hit  52-week  highs.  Gains  were  recorded  for  many  integrat- 
ed oils  as  well  as  for  smaller  Amex-listed  energy  compa- 
nies. Consumer  nondurables  shares  rose  1.3%,  while  util- 
ities stocks  continued  to  rise,  this  time  by  1.1%.  The 


electric  and  phone  company  shares  are  second  only  t< 
finance  shares  in  52-week  performance:  26.9%,  vs.  30.8% 
The  poorest-performing  group  over  the  last  ten  tradinj 
days  was  consumer  durables,  which  registered  a  3.1% 
decline.  The  technology  sector  continued  to  flounder 
with  a  0.8%  setback.  Transportation  and  raw  material; 
shares  also  ended  the  period  in  the  loss  column. 


\S*\*r  Percent  change  in  last  52  weeks  O  O  Percent  change  in  last  two  weeks 
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Consumer  nondurables  and  services 
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What  The  Analysts  Think 


Swimming  upstream.  Lackluster  first-quarter  earnings  re- 
ports prompted  many  analysts  to  scurry  back  to  their 
personal  computers  and  cut  1985  projections.  Over  the 


last  two  weeks  average  estimates  fell  for  all  sectors  except 
consumer  durables.  Analysts  cut  forecasts  for  Ford  and 
GM  but  raised  their  figures  for  Chrysler. 


Forecasting  the  Forbes  500 


Performance 
period 


Average 
earnings  per 
share  P/E 


latest  12  months 

1985  estimates 

1986  estimates 


$3.68 
4.31 
4.86 


10.8 
9.2 

8.2 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1985 
EPS             P/E 

%  change  in  1985  estimate  i 
in  2  weeks       in  4  weeks 

l 

Consumer  durables 

$4.82 

8.4 

0.31% 

-0.79% 

2 

Finance 

3.46 

9.1 

-0.18 

-0.33 

3 

Energy 

3.68 

8.1 

-0.25 

-0.90 

4 

Consumer  nondurables 

2.62 

11.6 

-0.35 

-1.06 

5 

Utilities 

3.59 

7.4 

-0.42 

-0.55            ' 

6 

Capital  goods 

2.92 

11.0 

-1.01 

-1.24 

7 

Raw  materials 

2.40 

10.1 

-1.15 

-3.06 

8 

Technology 

2.93 

11.6 

-1.25 

-2.62 

9 

Transportation 

3.16 

8.6 

-1.46 

-2.29 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continously  by  the  Institutional  Brokers 
Estimate  System  (BES),  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 
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The  $80  Billion  Baby  That 
the  World  Hasn't  Adopted  Yet 

Interest  rate  swaps:  a  concept  that 
has  just  had  its  third  birthday  and  is 
already  an  $80  billion  business.  And 
when  all  those  people  who  can  benefit 
by  it  ultimately  adopt  it,  there  is  no  limit 
to  how  fast  this  baby  will  grow.  Because 
interest  rate  swaps  can  provide  corpo- 
rations and  financial  institutions  with 
a  silent  and  flexible  financing  technique 
that  significantly  reduces  costs. 

And  when  it  comes  to  interest  rate 
swaps,  there  is  no  investment  bank  that 
has  the  capability,  experience  and 
international  presence  to  match  First 
Boston.  In  1982,  First  Boston  with  its 
London-based  partner  Credit  Suisse 
First  Boston,  engineered  the  first 
interest  rate  swap  tied  to  a  public 
capital  market  transaction. 

Since  then,  First  Boston  has  achieved 
an  outstanding  record  for  innovation. 
A  record  of  creative,  varied  and  com- 
plex swaps,  including  asset-based 
swaps,  floating  rate -to-floating  rate 
swaps  and  tax-exempt  swaps.  First 
Boston  has  even  arranged  puts  and 
calls  on  swaps.  And  First  Boston  has 
a  real  breadth  of  experience— its  experts 
have  arranged  swaps  worldwide  ranging 
in  size  from  $5  million  to  $300  million 
and  with  maturities  from  1  to  12  years. 

When  you  consider  the  benefits  of 
silent  financing— the  cost  savings,  the 
increased  flexibility  and  the  ability  to 
control  the  interest  sensitivity  of  your 
balance  sheet— you  can  see  why  interest 
rate  swaps  will  be  a  baby  you  may  want 
to  adopt  in  1985. 

Just  as  they  have  been  for  nearly 
200  corporations  and  financial  institu- 
tions, the  resources  of  First  Boston's 
interest  rate  swap  group  are  a  phone  call 
away.  Call  Thomas  Kirch,  Managing 
Director,  at  headquarters  in  New  York 
City,  (212)  909-2000. 

Interest  rate  swaps. 
Another  reason  why  First  Boston 
is  getting  the  call  in  1985. 


I 


The  Forbes/TUCS  Institutional  Portfolio  Report 


Edited  by  Steve  Kichen 


How  are  heavyweights  in  the  market  faring?  Not 
terribly  well.  Only  24%  of  institutional  equity  port- 
folios beat  the  market  in  the  first  quarter  of  1985. 

This  quarterly  review  of  institutional  portfolios  shows 
where  the  money  managers  are  putting  their  money  and 
where  they  are  doing  well.  The  data  come  from  the  Trust 
Universe  Comparison  Service,  or  TUCS,  a  service  of  Santa 
Monica,  Calif. -based  Wilshire  Associates.  TUCS  monitors 
more  than  4,000  pension  portfolios,  a  sample  that  repre- 
sents approximately  20%  of  the  pension  assets  in  the  U.S. 

The  market  recorded  healthy  first-quarter  gains.  The 
Wilshire  5000  index  was  up  10.4%,  including  reinvested 
dividends.  But  equity  managers  registered  a  9.6%  median 
return  on  the  equity  portion  of  their  portfolios. 

TUCS'  first-quarter  total  return  for  all  pension  assets, 
including  stocks,  bonds,  cash,  convertibles  and  miscella- 
neous investments,  was  6%.  Institutionally  held  bonds 
registered  a  median  total  return  of  2%,  a  figure  that  pretty 
much  paralleled  the  Shearson  Lehman  Government/Cor- 
porate Bond  Index. 

One  reassuring  finding  is  that  overall  appreciation  of 
institutionally  invested  assets  more  than  met  actuarial 
assumptions  and  stayed  well  ahead  of  inflation,  both  in  the 
past  quarter  and  over  the  past  year.  The  table  in  the  middle 
at  right,  "Segment  performance  and  cash  flows,"  shows 
how  this  fact  is  affecting  pension  funding.  The  healthy 
stock  market  and  low  inflation  have  made  pension  funds 
overfunded,  and  corporations  have  been  cutting  back  con- 
tributions. The  negative  cash  flows,  5.8%  over  the  last  12 
months  and  1%  in  the  recent  quarter,  are  computed  mere- 
ly by  comparing  contributions  and  withdrawals.  These 
figures,  then,  exclude  the  growth  of  fund  assets  attribut- 
able to  market  performance. 

The  institutions  shuffled  blue  chips  last  quarter.  They 
continued  to  load  up  on  Xerox,  Loews  and  Woolworth, 
while  selling  issues  such  as  Ford  and  GM  (see  table  below  at 
right).  Ford  slipped  from  its  number  eight  position  in  top 
ten  holdings  and  is  now  ranked  20th. 


Top  ten  holdings 

Security 

Market 

value 

(millions) 

Weighting  of 

institutional 

portfolios 

Total 
quarter 
return 

IBM 

$3,304 

4.2% 

4.0% 

General  Electric 

1,010 

1.3 

5.3 

General  Motors 

962 

1.2 

-5.4 

Philip  Morris 

848 

1.1 

17.1 

American  Express 

666 

0.8 

10.8 

Exxon 

575 

0.7 

13.7 

Atlantic  Richfield 

535 

0.7 

12.6 

Digital  Equipment 

517 

0.7 

-6.1 

Citicorp 

515 

0.7 

13.1 

Schlumberger 

511 

0.6 

1.8 

Where  the  institutions  put  their  money 


Segment 


Equity 


Fixed  income 


Cash  and  equivalents 


Convertibles 


Other1 


— Portfolio  weighting — 

most  recent         previous 

quarter  quarter 


54.8% 


56.6% 


28.7 


27.5 


11.0 


10.9 


0.9 


0.9 


4.6 


4.0 


Equity  portfolio  characteristics 

Institutional 
portfolios 

Wilshire 
5000 

Price/earnings  ratio 

11.5 

11.3 

Dividend  yield 

3.7% 

4.0% 

Beta2 

1.07 

1.04 

Segment  performance  and  cash  flows 


Segment 


Equity 


Fixed  income 


Cash  equiv 


Convertibles 


Other1 


Total 


— Most  recent  quarter — 
median  shift  in 

total  institutional 

return  holdings 


9.6% 


0.8% 


2.0 


-1.5 


2.1 


-5.8 


8.0 


0.6 


2.1 


-5.5 


6.0 


-1.0 


i 


, 


— Latest  12  months — 
median  shift  in 

total  institutional 

return  holdings 


18.3% 


-2.2% 


16.3 


-3.6 


10.6 


-15.9 


19.2 


12.4 


-7.2 


15.5 


-5.8 


Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 


Security 


Increase     Total 
in         quarter 
holdings    return 


Xerox 


0.3%        17% 


Loews 


0.2 


10 


JP  Morgan 


0.2 


16 


FPL  Group 


0.2 


Amer  Brands 


0.2 


Toys  "R"  Us 


0.1 


18 


FW  Woolworth 


0.1 


13 


USG 


0.1 


12 


American  Express     0. 1 


PepsiCo 


0.1 


29 


Security 


Decrease    Total 

in         quartet 

holdings    return 


Exxon 


-0.2% 


14% 


Safeway  Stores       -0.2 


19 


IBM 


-0.2 


Digital  Equip 


-0.1 


-6 


Ford  Motor 


-0.1 


GM 


-0.1 


Phillips  Pete 


-0.1 


10 


Sperry 


-0.1 


29 


Atlantic  Rich 


-0.1 


13 


AT&T 


-0.1 


13 


'Real  estate,  foreign  investments,  venture  capital,  guaranteed  insurance  contracts. 

2A  measure  of  risk.  A  stock  with  a  beta  of  1.00  tends  to  move  up  or  down  at  the  same  rate  as  the  S&P's  400.     NA:  Not  available. 

Note:  Data  for  quarter  ending  3/29/85.  Prepared  by  the  Trust  Universe  Comparison  Service  (TUCS®),  a  service  of  Wilshire  Associates,  Santa  Monica,  Calif. 
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American  Express 


Where  the  institutions  are — and  aren't 


Most  overweighted  relative  to  Wilshire  5000: 


Security 


institutional 
universe 


-%  of- 


Wilshire 
5000 


Philip  Morris 


1.1% 


0.6% 


Federated  Dept  Stores 


0.5 


0.1 


0.8 


0.5 


Citicorp 


0.7 


0.3 


McDonald's 


0.6 


0.3 


Waste  Managment 


0.5 


0.1 


Lockheed 


0.5 


0.2 


Boeing 


0.6 


0.3 


CBS 


0.4 


0.1 


.    Digital  Equipment 


0.7 


0.4 


Most  underweighted  relative  to  Wilshire  5000: 


Security 


institutional 
universe 


%  of- 


Wilshire 
5000 


Exxon 


0.7% 


2.1% 


Shell  Oil 


0.0 


1.0 


AT&T 


0.5 


1.2 


Standard  Oil  of  Ohio 


0.3 


0.6 


EI  du  Pont  de  Nemours 


0.4 


0.7 


Eastman  Kodak 


0.4 


0.7 


BellSouth 


0.3 


0.6 


Amoco 


0.6 


0.8 


Sun  Co 


0.1 


0.3 


Phillips  Petroleum 


0.2 


0.4 


Diagnosis  of  a  disappointment.  Where  did  the  experts 
goof?  Conservative  equity  managers  who  kept  cash  on  the 
sidelines  missed  opportunities  in  a  rising  market.  Institu- 
tions also  missed  the  mark  in  sector  allocations,  as  the 
table  below  shows.  The  median  energy  holding  in  TUCS 
quity  portfolios  is  less  than  half  energy's  weight  in  the 
S&P's  500.  On  the  other  hand,  the  institutions  are  heavy 
Dn  technology  stocks.  That  hurt  in  the  first  quarter,  when 


the  oils  did  much  better  than  technology  shares. 

The  table  below  shows  the  top  five  holdings  within  each 
economic  sector.  During  the  last  quarter  Honda  Motor 
moved  up  to  fifth  place,  displacing  Whirlpool  in  consumer 
durables.  Meanwhile,  the  institutions  lightened  up  on 
Digital  Equipment,  which  shows  a  loss  for  the  quarter  of 
6.1%.  In  our  last  report  this  issue  was  the  most  over- 
weighted stock  relative  to  the  Wilshire  5000. 


Sector  activity  and  top  holdings 

%  of  institutional  portfolio: 

_J  most  recent  quarter           |  previous  quarter 

Capital  goods 

5.3        5.5 

Consumer  durables 

4.5         4.9 

Consumer  nondurables 

29.2        27.2 

total  return 

total  return 

total  return 

General  Electric 

5.3% 

General  Motors 

-5.4% 

Philip  Morris 

17.1% 

1   Emerson  Electric 

1.9 

Ford  Motor 

-6.2 

McDonald's 

15.0 

Westinghouse 

15.8 

Chrysler 

9.8 

Federated  Dept  Stores 

9.5 

Signal  Cos 

1.5 

Goodyear  Tire  &  Rubber 

4.9 

American  Home  Prods 

24.6 

Caterpillar  Tractor 

4.1 

Honda  Motor 

12.7 

Sears,  Roebuck 

8.8 

i  Energy 

9.3         9.7 

Finance 

12.9         11.4 

Raw  materials 

10.8        11.1 

total  return 

total  return 

total  return 

|  Exxon 

13.7% 

American  Express 

10.8% 

Waste  Management 

22.5% 

Atlantic  Richfield 

12.6 

Citicorp 

13.1 

EI  du  Pont  de  Nemours 

6.3 

Schlumberger 

1.8 

Phibro-Salomon 

19.2 

Allied  Corp 

10.7 

'  Amoco 

18.2 

General  Re 

16.3 

Dow  Chemical 

7.1 

!  Royal  Dutch  Petroleum 

15.9 

JP  Morgan 

16.3 

Alcoa 

-6.7 

!  Technology 

16.2        17.6 

Transportation 

3.9        3.8 

Utilities 

8.0        8.8 

total  return 

total  return 

total  return 

|  IBM 

4.0% 

AMR 

16.3% 

AT&T 

12.5% 

[  Digital  Equipment 

-6.1 

Burlington  Northern  Inds 

12.7 

Southwestern  Bell 

7.8 

Boeing 

11.0 

Norfolk  Southern 

11.5 

Nynex 

9.9 

Minnesota  Mining  &  Mfg 

5.7 

Union  Pacific 

22.5 

American  Info  Tech 

9.2 

Lockheed 

10.3 

Federal  Express 

4.0 

US  West 

6.2 
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Statistical  Spotlight 


There  were  dozens  of  high-quality,  low-P/E 
stocks  at  the  market  bottom  in  1982.  To- 
day low-P/E  shares  are  more  hazardous, 
but  there  may  be  some  bargains. 

You  get  what 
you  pay  for 


By  Michael  Ozanian 


Iow-P/E  issues  don't  go  down  as 
_  much  as  the  market  during  cy- 
I  clical  downturns  because 
they're  already  washed  out,"  says  Da- 
vid Dreman,  managing  director  at 
Dreman  &.  Embry,  a  New  York  City 
investment  counseling  firm,  and  a 
Forbes  columnist.  His  research  indi- 


cates that  stocks  with  low  price/earn- 
ings multiples  often  outperform  the 
market.  True  perhaps,  but  with  the 
Dow  trading  within  20  points  of  an 
alltime  high,  low-P/E  stocks  not 
tainted  with  problems  are  rare. 

Long  Island  Lighting,  for  example, 
is  one  of  the  cheapest  stocks  around. 
It  sports  a  multiple  based  on  latest  12- 
month  earnings  of  only  2.1.  Since  the 


market  is  trading  at  an  average  multi- 
ple of  12,  that  sounds  cheap.  But  Lil- 
co's  well-publicized  problems  at  its 
Shoreham  nuclear  plant  have  left  its 
survival  in  the  hands  of  politicians. 

We  screened  Lynch,  Jones  &  Ryan's 
Institutional  Brokers  Estimate  Sys- 
tem database  for  firms  selling  under 
6.4  times  both  latest  12-month  and 
estimated  1986  earnings.  We  elimi- 
nated some  of  the  stinkers  by  drop- 
ping issues  with  negative  five-year 
earnings  growth  rates,  debt  more  than 
200%  of  equity  and  share  prices  more 
than  twice  book  value. 

So,  where  are  the  low  P/Es?  Over 
half  are  electric  utilities.  The  high 
yields  of  troubled  Cincinnati  Gas  & 
Electric  (14.3%)  and  Central  Maine 
Power  (14.2%)  indicate  the  market 
doubts  whether  such  payouts  will  be 
maintained. 

Auto  companies  also  make  the  list. 
With  the  end  of  import  quotas  and  an 
expected  cyclical  downturn,  analysts 
expect  lower  1986  earnings.  But  how 
much  lower?  Both  Ford  and  Chrysler 
have  P/Es,  based  on  1986  estimates,  of 
3.8.  If  the  dropoff  in  earnings  is  no 
greater  than  latest  estimates,  these 
stocks  are  bargains  now.  ■ 


Half  price 

The  Wilshire  index  P/E  is  12,  but  these  shares  sell  at  less 
than  6.4  times  both  latest  12-month  and  estimated  1986 

earnings.  Like  most  discounted  goods,  however,  some  of 
these  bargains  are  irregulars,  so  examine  them  carefully. 

Company 

„  . 

Price/earnings 

latest             1986 
12  mos         estimate 

Book 
value 

Book/ 
price 

Debt/ 

equity            Yield 

curren 

12-month 
t       high    low 

latest             1986 
12  mos         estimate 

Long  Island  Lighting 

6% 

8%-  3% 

$3.09            $2.28 

2.1                  2.9 

$19.28 

2.91 

137% 

Ford  Motor 

43% 

51%-33% 

15.79             11.55 

2.7                  3.8 

52.86 

1.22 

21                5.5% 

Commodore  Intl 

10 

39%-  8% 

3.25              2.52 

3.1                  4.0 

10.56 

1.06 

45 

Chrysler 

37 

381/2-20% 

11.75              9.82 

3.1                  3.8 

27.22 

0.74 

54               2.7 

Kansas  City  Pwr  &  Lt 

22 

24    -14'/4 

4.61              3.79 

4.8                  5.8 

25.23 

1.15 

138              10.7 

Central  Maine  Power 

9% 

11  Vt-  7% 

1.99              2.40 

5.0                  4.1 

16.68 

1.69 

135              14.2 

Toledo  Edison 

18'':. 

18%-13% 

3.70              3.42 

5.0                  5.4 

23.77 

1.28 

163              13.6 

Middle  South  Utilities 

14'/8 

14%-  9'/4 

2.77              2.34 

5.1                  6.0 

18.19 

1.29 

177              12.6 

El  Paso  Electric 

14% 

15    -10 

2.88              2.81 

5.1                  5.2 

13.41 

0.91 

150               9.9 

Bank  of  Boston 

47% 

48'/4-29 

9.25              8.27 

5.1                  5.8 

51.55 

1.08 

43               5.0 

Northeast  Utilities 

15% 

16    -10% 

2.88              2.66 

5.5                  6.0 

13.74 

0.87 

178              10.0 

General  Motors 

70% 

85    -61 

12.37             12.66 

5.7                  5.6 

66.32 

0.94 

13                7.1 

Central  Hudson  G&E 

25% 

26%-16'/8 

4.47              4.43 

5.8                  5.8 

27.45 

1.06 

117              11.0 

Cleveland  Electric  Ilium 

21 

21%- 13% 

3.62              3.35 

5.8                  6.3 

21.51 

1.02 

117              12.0 

Magic  Chef 

34!/. 

39%-24 

5.81               5.94 

5.9                  5.8 

25.23 

0.74 

33               2.9 

General  Public  Utilities 

12!/2 

13%-    7'/4 

2.05              2.04 

6.1                  6.1 

24.23 

1.94 

120 

Cincinnati  G&E 

15  V"8 

15%-  8% 

2.45              2.46 

6.2                  6.1 

20.35 

1.35 

133              14.3 

Chemical  New  York 

40 'A 

43    -23  Vi 

6.48              7.64 

6.3                  5.3 

40.81 

1.01 

73               6.1 

Houston  Industries 

24% 

24%- 18% 

3.95              4.15 

6.3                  6.0 

24.56 

0.99 

94              10.7 

Sources:  Institutional  Brokers  Estimate  System  (IliES). 

a  service  oj 'Lynch,  Jones  &  Ryan;  Standard  &  Poor's 

Stockpakll System;  Forbes 
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I  GFzRirFreight 


-*t  # 


There  is 
a  better  way... 


(Freight  is  one  of  a  family 
'iportation  services 
by  The  CF  Company, 
'dated  Freightways,  Inc. 


CF  Air  Freight,  the  fastest  growing 
forwarder  in  the  industry,  proves  it  daily — 
by  concentrating  on  tight  control  of  ship- 
ments worldwide.  Crucial  to  this  field  is 
the  role  of  round-the-clock  communica- 
tions: CF  Air  Freight's  Customer  Computer 
Access  is  unmatched  in  the  industry — as 


are  its  programs  for  consignee  assistance 
and  personnel  training. 

There  is  a  better  way  of  moving  your 
freight — by  land,  sea,  or  air,  throughout 
North  America  or  worldwide.  Count  on  a 
CF  Company  to  provide  it. 
Telex  n  910-373-2105 


'dated  Freightways  Motor  Freight  •  CF  A  ir  Freight  • 
in  Freightways  •  CF  Forwarding  •  CF  A  rrowhead  • 
y  Western  Express  •  Con-Way  Central  Express  • 
in  Express  •  CF  Export-Import  Services 


The  C§~  Company 

The  Service  Company 


I 


The  Funds 


How  Garrett  Thornburg  lives  the  good  life 
in  the  New  Mexico  mountains,  financing 
sewer  vacuums  and  dump  trucks. 

And  now  for 
nonbond  bonds 


By  Robert  McGough 


T|  he  City  of  Huntington,  Ind.  re- 
cently leased  a  sewer  cleaner,  a 
big  vacuum  mounted  on  a  Ford 
truck.  While  the  cleaner  is  helping 
keep  Huntington  sanitary,  it  is  also 
helping  some  investors  earn  a  nice 
7.9%  return  on  a  short-term,  tax- 
exempt  bond  fund. 

For  this  we  must  thank  H.  Garrett 
Thornburg  Jr.,  39,  a  jovial  former  in- 
vestment banker  in  New  York  City 
who  has  taken  up  a  new  life  as  a  fund 
operator  in  Santa  Fe,  N.M.  His  fledg- 
ling Tax-Free  Municipal  Lease  Fund, 
established  in  September  1984,  holds 
38  municipal  leases,  among  them  the 
lease  for  the  sewer  cleaner. 

Municipal  leases  like  this  one  are 
municipal  bonds  in  all  but  name. 
Huntington  buys  the  truck  over  four 
years  on  the  installment  plan;  after 
the  last  of  its  monthly  payments,  the 
city  owns  the  truck  outright.  The  pay- 
ments are  keyed  to  return  the  price  of 
the  truck  plus  a  10%  annual  return. 
The  interest  portion  of  the  payments 
is  tax-exempt,  just  as  municipal  bond 
interest  is. 

Why  would  an  investor  want  to  get 
tangled  up  in  sewer  vacuum  financ- 
ing? Because  of  that  10%  yield.  Ordi- 
nary sewer  bonds  from  Huntington 
with  a  four-year  maturity  pay  6.8%. 

What's  in  it  for  Huntington?  The 
city  gets  its  vacuum  truck  without 
the  expensive  formalities  of  a  bond 
issue.  What's  in  it  for  Thornburg?  A 
fat  management  fee  of  0.75%  of  assets 
annually,  once  the  fund  is  fully  under 
way.  With  $13  million  in  assets,  the 
fund  isn't  making  money  for  Thorn- 
burg yet.  But  he's  not  starving.  Three 
years  ago  he  concocted  a  way  to  plug 
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small  industrial  development  bonds, 
ordinarily  owned  by  banks,  into  a  tax- 
exempt  money  market  fund.  That  bit 
of  cleverness  is  yielding  him  $800,000 
or  so  annually  in  advisory  fees  from 
the  Daily  Tax  Free  Income  Fund. 

Thornburg  left  behind  a  partnership 
at  Bear,  Stearns  so  he  could  run  his 
funds  and  be  near  the  ski  slopes.  His 
proudest  accomplishment  at  Bear, 
Stearns  was  working  on  a  since-out- 
lawed system  for  getting  tax-exempt, 
federally  guaranteed  financing  for  a 
ski  resort.  "I  love  to  create  new 
ideas,"  he  says. 

The  lease  fund  looks  like  another 
winner.  Like  short-term  bond  funds, 
it  changes  only  slightly  in  market 
price  when  interest  rates  change.  But 
it  beats  the  big  short-term  muni  funds 
by  f/2  percentage  points  in  annual 
yield.  For  the  investor  who  is  sure  he 
wants  to  stay  in  the  fund  for  several 
years,  the  yield  advantage  overcomes 
the  steep  load  (up  to  4.75%)  it  costs  to 
get  in. 

The  nice  yield  doesn't  come  with- 


out some  danger.  Whereas  a  genera 
obligation  bond  is  secured  by  the  ful 
faith  and  credit  of  a  state  or  munici 
pality,  payments  on  a  lease  are  appro 
priated  from  an  operating  budget  eacr 
year.  The  government  can  welsh  or 
the  lease  simply  by  failing  to  appropri 
ate  money  for  the  payments — whicr 
is  just  what  Minnesota  did  with  i 
state  zoo  monorail  in  1980.  The  lease 
investors  have  the  right  to  repossess 
the  property,  but  they  aren't  sure 
what  they  would  do  with  it. 

Thornburg  says  one  study  turnec 
up  only  ten  such  defaults  in  the  pasl 
ten  years,  and  leases  now  are  coming 
out  at  a  $3  billion  annual  clip.  But  the 
risk  is  real.  He  passed  up  default  in- 
surance on  the  leases  because  the  pre- 
miums would  take  at  least  one  per- 
centage point  off  the  yield. 

To  get  this  new  type  of  fund  past 
the  Securities  &.  Exchange  Commis- 
sion, Thornburg  had  to  find  a  way  tc 
make  a  portfolio  of  municipal  leases 
liquid,  in  case  a  lot  of  fund  sharehold- 
ers want  to  redeem  all  at  once.  He 
arranges  with  banks  to  buy  the  leases 
on  seven  days'  notice,  at  a  price  deter- 
mined by  Kenny  Information  Syss 
tems,  a  bond  data  service. 

Running  this  fund  takes  more  than: 
sitting  at  a  trading  desk  and  takingi 
calls  from  brokers.  Thornburg  and  his 
associates  have  to  hustle  business 
from  banks,  which  originate  thei 
leases  and  would  ordinarily  keep) 
them  in  their  own  portfolios.  It  won't 
do  to  get  a  few  multimillion-dollan 
leases.  The  bigger  the  lease,  the  closer 
its  yield  to  that  of  a  short-term  bondJ 
It  takes  time  to  get  good  ones  (dump] 
trucks  and  vacuums,  not  monorails), 
and  so  far  only  half  the  fund  is  invest 
ed  in  leases.  The  rest  is  parked  ini 
short-term,  tax-exempt  securities. 

How  rich  could  Thornburg  get  fromi 
the  likes  of  the  Huntington  sewer- 
vacuum?  "I'm  gonna  be  very  well  re- 
warded, but  I'm  not  going  to  be  Cark 
Icahn."  ■ 


Dollars  from  dump  trucks 

Leases  from  these  cities  are  among  those  in 
Fund.  Leases  have  nicer  yields,  but  higher 

the  Tax-Free  Municipal  Lease 
risks,"  than  bonds. 

Issuer  and 

bond  rating  (Moody's) 

Purpose  of  lease 

Lease 
maturity 
(years)          Lease  yield 

Comparable- 
maturity 
bond  yield     ' 

Anaheim,  Calif.  (Aa) 

Computer  equipment 

4                    9.4% 

6.3%           J? 

Concord,  Calif.  (Al) 

Computer  equipment 

3                     9.5 

6.3 

Huntington,  Ind.  (A)* 

Sewer  vacuum 

4                   10.0 

6.8 

Port  Angeles,  Wash.  (Baa)       Dump  truck 

2                   10.4 

6.0 

•Ratings  for  sewer  bonds 

Sources:  Diornburg  Management  Co..  Gabriele.  Hueglin  &  Caslmian. 
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lights  our  nights  &  brightens  our  future! 

We  sit  atop  some  ot  the  world's  greatest  coal 

deposits. .  .which  fuel  about  95%  of  the  electricity 

we  generate.  In  fact,  we  supply  over  14  billion 

kilowatt-hours  of  electricity  per  year  in  three 

dynamic  states,  without  nuclear  and  with  about 

5%  hydro,  oil  and  gas  fuel.  And  that's  just  one 

reason  our  nights  and  future  are  bright. 


f"     If! 


Another  is  the  dividend  we  have  paid  every 

quarter  since  1946.  We  anticipate  that  1985 

will  be  no  exception. 
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Send  for  a  copy  of  the  1984  annual  report. 
Utah  Power  &  Light  Company 
P.O.  Box  899,  Dept.  FB 
Salt  Lake  City.  Utah  841 10 


New  issues  of  securities  are  offered  only  by  means  of 
Prospectus  and  this  message  is  neither  an  offer  nor 
a  solicitation  of  any  offer  to  buy. 
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nual  yield  on  Benham's  20-year  2005 
portfolio  was  10.94%  after  allowance 
for  the  0.7%  annual  managemem 
costs.  Yet  a  2005  zero  from  Charles 
Schwab  &  Co.  bought  on  Apr.  18 
.   yields  11.2%  after  the  commission 

coupon  bonds.  So  it  was  only  a  matter  of  why  the  big  difference?  schwat 

charges  a  commission  of  only  $100  or 


The  Funds 


The  public  has  fallen  in  love  with  zero 


time  before  mutual  funds  found  a  way  to 
get  in  on  the  action. 

Zeros 
the  hard  way 


By  Laura  R.  Walbert 


Iatest  offering  from  the  mutual 
_  fund  industry:  a  zero  coupon 
I  bond  fund.  Think  about  the 
idea  for  a  moment.  The  whole  point  of 
a  fund  is  paying  someone  to  manage 
your  money.  But  the  whole  point  of  a 
zero  is  not  to  have  to  manage  an  in- 
vestment at  all  for  10  or  20  years. 

Zeros  were  invented  as  the  quintes- 
sential one-decision  security.  You 
buy  one  now  for  your  kid's  tuition  or 
your  retirement  in  2005.  Meantime, 
you  don't  have  to  deal  with  messy 
semiannual  coupon  payments.  By 
selling  a  bond  with  no  coupon  pay- 
ment at  all,  Wall  Street  is  able  to  offer 
a  guaranteed  interest  rate  that  applies 
not  only  to  the  original  principal  but 
also  to  reinvested  earnings.  Result:  a 
known  lump  sum  at  the  end. 

So  it  would  seem  silly  to  buy  zeros 
via  a  mutual  fund  and  pay  someone  to 
manage  them.  Yet  that  is  what  Palo 
Alto,  Calif.-based  Benham  Capital 
Management  Group  is  offering  with 
its  new  Benham  Target  Ma- 
turities Trust.  The  no-load 
trust  will  invest  in  Treasury 
zeros  mixed  with  Treasury 
bills  and  coupon-paying 
notes  and  bonds.  The  net  ef- 
fect of  this  mix  is  five  sepa- 
rate portfolios  maturing  in 
1990,  1995,  2000,  2005  and 
2010.  The  trust  for  2005, 
which  matures  in  slightly 
more  than  20  years,  would 
make  a  $10,000  investment 
grow  to  $86,580. 

The  fund  does  offer  some 
advantages.  For  the  small  in- 
vestor there's  the  minimum 


investment  of  $1,000,  or  $100  for  a 
retirement  account.  Also,  if  you  have 
to  cash  in  before  maturity,  you  will 
probably  get  a  better  price  from  the 
fund  than  you  would  from  a  broker  if 
you  owned  zeros  outright. 

But  the  main  advantage  of  the  no- 
load  fund  should  be  better  returns. 
There  are  no  commissions,  and  a  fund 
manager  buying  zeros  in  bulk  should 
suffer  narrower  bid-ask  spreads  than 
an  individual  investor  would.  The 
fund  will  get  the  bonds  wholesale. 

All  this  sounds  very  appealing,  but 
there  is  a  vicious  trap  in  this  fund: 
unending  management  expenses.  The 
annual  expense  limit  is  0.7%  of  as- 
sets. That  sounds  low,  but  it  acts  as  a 
continuing  leech  on  return.  In  fact, 
0.7%  paid  annually  for  20  years  is 
equivalent  to  paying  a  front-end  fee  of 
13%.  That  is  like  paying  $10,000  for 
$8,700  worth  of  bonds,  unconsciona- 
ble by  any  standard. 

The  yield  numbers  show  the  Ben- 
ham trust  is  no  bargain.  For  instance, 
on  Apr.  18  the  coupon-equivalent  an- 


Zeroing  in 


The  20-year  Benham  Trust  functions  as  a  zero 
coupon  20-year  Strips,  but  its  yield  is  lower. 


Benham  Trust1 


Strips 


Beginning  value 


$10,000 


$10,0513 


Ending  value 


$86,5804 


$87,000 


Years  to  maturity 


20.26 


Coupon-equivalent  yield 


10.94%4 


Effective  annual  yield 


1.24% 


'Maturing  in  2005.     2Zero  from  U.S.  Treasury,  retailed  by  Charles  Schwab 
&Co,     'Includes  $100  commission.     'Projected  after  fees  and  expenses. 


a  $10,000  purchase.  That  bargain 
more  than  makes  up  for  the  fact  that 
the  Schwab  customer  is  facing  a  bid- 
ask  spread  levied  by  the  bond  dealers 
Schwab  buys  from. 

For  much  shorter  maturities,  the 
Benham  funds  are  competitive.  That 
is  because  the  0.7%  annual  cost  isn't 
multiplied  by  so  many  years. 

A  note  on  yields:  Be  careful,  in 
shopping  for  zeros  or  bank  CDs,  to  get  j 
yields  stated  on  a  comparable  basis. 
Coupon-equivalent  yield,  standard  in 
the  bond  industry,  is  before  the  bene 
fit  from  semiannual  compounding. 
"Effective  annual  yield"  cited  b 
banks  is  after  all  compounding 

Benham  claims  that  the  0.7%  won't 
come  out  of  investors'  pockets,  how 
ever.  There  are  "inefficiencies"  in  the 
bond  market,  says  Benham  Capital's 
James  Benham,  and  the  fund  will  prof- 
it from  these  inefficiencies  by  clever 
trading. 

Wait  a  minute.  Market  inefficien-j 
cies  don't  mean  that  everybody  cani 
beat  the  averages.  They  mean  that  d 
some  smart  people  do  better  than  thee 
averages  and  some  dumb  people  docj 
worse.  How  do  we  know  that  Benham  i| 
is  in  the  smart  group? 

Next,  Benham  hopes  to  pick  up  ex-  f 
tra  yield  by  lending  its  bonds  to  trad-  • 
ers  doing  arbitrage  positions.  There< 
might  be  some  demand  for  borrowed, 
zero  coupon  bonds  if  and  when  a  zero 
futures  vehicle  is  introduced.  There  is^ 
a  reasonable  expectation,  but  no  guar- 
antee, that  the  bonds  lent  out  won't 
be  lost  in  the  next  E.S.M.  scandal. 

Note  the  Benham  funds  are  not  ( 
buying  a  portfolio  of  bonds  that  will  i 
all  expire  on  the  maturity  date  of  the 
fund.  Therefore,  the  quoted  return  is 
merely  an  estimate  of  perfor- 
mance. Only  a  direct  invest- 
ment in  a  zero  offers  a  guar- 
anteed return. 

At  bottom  is  this  question: 
Do  you  really  want  to  lock 
yourself  into  zeros?  If  you 
don't,  a  garden-variety  bond 
fund  or  money  market  fund 
may  be  better.  (There  are 
good  ones  with  expenses  be- 
low 0.7%.)  And  if  you  truly 
plan  to  sit  on  the  zeros  for  20 
years  until  Suzy  goes  to  col- 
lege, why  pay  someone  to  sit 
on  them  for  you? 


19.81 


11.20% 


11.51% 
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SHOULD  A  WEEK  IN 

THE  HOSPITAL  COST  AS  MUCH 

AS  A  YEAR  IN  COLLEGE? 

That's  what  the  average  hospital  stay  costs  these  days.  But  is  there  a  cure? 

Like  most  news  stories,  the  issues  surrounding  the  rising  costs  of  health 
care  are  complex.  That's  why  you  should  watch  The  MacNeil/Lehrer  NewsHour 
every  weeknight.  You  get  more  facts.  You  hear  different  sides.  Most  important, 
you  get  the  analysis  you  need  to  understand  the  issues  behind  the  stories. 

Major  funding  for  The  MacNeil/Lehrer  NewsHour  is  provided  by  AT&T,  the 
national  corporate  underwriter. 

The  MacNeil/Lehrer 

NEWSHX  )l  JR 

Weeknights  on  Public  TV 


Produced  by  WNET/13.  NY   WETA   Wash  .  DC    and  MacNeil-Lehrer-Gannetl  Prod  Funded  by  AT&T,  Public  Television  Stations,  and  CPB  «  AT&T  1984 


AT&T 


L 


Yours  free. 

This  valuable  booklet  contains  many  practical  tips— some  will 
almost  certainly  improve  productivity  in  your  company.  It's  published 
by  Robert  Half,  the  world's  largest  recruiting  service  specializing  in 
financial,  accounting  and  data  processing  professionals. 

To  get  your  copy,  contact  any  of  the  80  Robert  Half  offices  on 
three  continents.  Or,  write  on  your  company  letterhead  to: 

Robert  Half  International  Inc., 
PO  Box  4157, 
New  York,  NY  10163. 
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Doubters  and  halfsies 

If  you  are  the  kind  of  investor  whc 
thrills  at  the  sight  of  an  annua] 
report  with  pictures  of  CAT  scanners, 
spectrophotometers  and  pancreatic 
cells,  PRO  Services  has  a  fund  for  you. 

Emerging  Medical  Technology 
Fund  is  a  closed-end  fund  specializing 
in  young  health  care  companies,  gen 
erally  with  less  than  $50  million  in; 
revenues.  The  fund  completed  its  ini- 
tial public  offering  Dec.  21,  1984  with 
a  net  asset  value  of  $11.28.  By  mid-i 
April  net  asset  value  was  up  nearly\ 
13%,  to  $12.69,  thanks  to  the  January* 
rally  in  speculative  stocks.  The  fund's1 
stock  recently  sold  for  12 'A. 

That's  a  good  start,  but  good  starts^ 
don't  guarantee  good  finishes.  This  is; 
a  real  crapshoot.  It  is  managed  b\\ 
George  Stasen,  who  also  oversees  a; 
more  conservative  fund,  PRO  Seri 
vices'  Medical  Technology  Fund,  a; 
$65  million  (assets)  open-end  fund 
that  invests  in  health  care  companies 
with  $100  million  or  more  in  sales.- 
Medical  Technology  has  averaged  I 
15%  annual  return  over  the  last  fivei 
years.  But  Emerging  Medical  is  a  dif 
ferent  animal.  Information  about  thei 
companies  is  scarce,  and  many  of  thd 
firms  have  never  been  tried  under  fire. 
Manager  Stasen  admits  as  much.  Says' 
he:  "When  I  bought  these  companies  a; 
few  months  ago,  I  said,  'This  looks' 
okay,  this  looks  okay.'  Now  when  I 
stand  back,  I've  got  a  doubler  and  a 
halfsie.  Well,  they  looked  alike  when  I 
bid  on  them.  .  .  .  When  we  go  down^ 
the  road,  we'll  be  talking  about  triples 
and  quadruples  and  Chapter  lis." 

The  fund  was  offered  as  a  closed- 
end  fund  because  the  stocks — 90%  of 
which  are  traded  over-the-counter — 
have  little  liquidity. 

Still  interested,  in  spite  of  the  risks? 
Then  sit  tight.  With  any  closed-end 
fund,  the  best  time  to  buy  is  when  the 
fund  is  at  a  large  discount.  Recently, 
Emerging  Medical's  discount  was  a 
narrow  3.5%.    ■ 
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ON  AND  OFF  THE  AVENUE 


At  Gump's  the  $15  item  gets 
the  same  care  and  concern  as 
the  $15,000  item.  And  so  does 
the  customer  buying  it.  We 
aren't  a  store  just  for  wealthy 
people;  everybody  comes  to 
Gump's. 

The  New  Yorker  has  the 
same  mix  of  merchandise  that 
we  do.  Also  beautifully 
displayed.  Our  ad  in  The  New 
Yorker  gets  immediate 
response,  and  it  continues  to 
pull  for  approximately  100  days. 

That's  over  three  months! 
It's  unbelievable! 


BILLGOULET 
VICE  PRESIDENT 
GUMFS 


"She's  not  here.  She's  at  fine  stores  everywhere." 


I 


Standard  Oil  Company  (Indiana) 
is  changing  its  name  to 
Amoco  Corporation 

You  already  know  our  operating  companies: 

Amoco  Production  Company 

Amoco  Oil  Company 

Amoco  Chemicals  Corporation 

Amoco  Minerals  Company. 

Now,  our  entire  corporate  family  is 

proud  to  carry  the  Amoco  name. 

(Our  new  stock  exchange  symbol  is  AN) 


AN 


Amoco  Corporation 


For  more  information,  write:  Amoco  Corporation,  200  East  Randolph  Drive,  Mail  Code  3705,  Chicago,  Illinois  60601 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Buying  Treasurys  on  margin  is  a  way  to 
make  a  killing  if  interest  rates  fall.  But 
you  11  be  killed  if  you  re  wrong. 

A  CLOSE  MARGIN 


By  Ben  Weberman 


The  staid  old  bond  market  can  pro- 
vide the  basis  for  some  hair-raising 
speculation  if  you  give  it  a  chance. 
But  keep  in  mind  that  big  potential 
rewards  also  mean  big  risk.  Nothing 
for  nothing  in  this  world. 

Case  in  point:  Conditions  are 
right  for  purchases  of  Treasury 
bonds  on  margin  now.  But  if  it 
doesn't  work  out,  remember,  you 
can  lose  every  cent  invested.  Every 
cent  and  more. 

There  are  two  reasons  Treasury 
purchases  on  margin  are  interest- 
ing: First,  the  possibility  that  inter- 
est rates  will  decline  further.  Sec- 
ond, the  current  severe  slope  of  the 
yield  curve. 

The  curve  looks  like  this:  Rates  of 
return  on  Treasurys  rise  from  8.1% 
on  three-month  bills  to  9.1%  on 
one-year  notes  and  cross  10%  just 
past  two  years'  maturity.  Yields  rise 
to  11%  after  nearly  5Vi  years  and 
then  climb  slowly,  very  slowly,  to 
1 1.45%  in  30  years.  The  spread  from 
three-month  bills  to  the  30-year 
maturity  range,  it  can  be  seen, 
comes  to  3.35%.  Well-kept  records 
of  Salomon  Brothers  show  that  over 
the  past  12  months  the  widest  dif- 
ferential has  been  3.69%  and  the 
narrowest   1.45%.  It  has  averaged 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


2.70%  throughout  the  year. 

In  short,  the  gap  between  long- 
and  short-term  rates  is  unusually 
big  right  now. 

This  means  you  can  buy  a  long- 
term  Treasury  with  a  relatively 
high  yield  and  finance  it  with  low- 
cost  short-term  money.  For  exam- 
ple, the  1  l'As  of  2015  recently  were 
trading  at  par  for  a  current  yield  of 
1 1.25%.  You  can  arrange  margin  fi- 
nancing at  a  cost  of  10%  (on  borrow- 
ings of  $50,000  to  $100,000).  Nifty. 
Say  you  take  a  $100,000  position 
financed  with  a  loan  of  $70,000 
(30%  margin).  Your  annual  interest 
bill  would  be  $7,000,  but  you  would 
receive  $1 1,250  in  interest.  Yield  on 
your  $30,000  in  equity:  14.16%.  If 
you  really  want  to  swing  and  go 
with  a  10%  margin,  the  return  on 
cash  would  be  22.5%. 

If  interest  rates  drop,  the  margin 
buyer's  leverage  works  twice.  Be- 
sides enhancing  his  return,  it  also 
gives  him  a  fancy  capital  gain.  For 
each  decline  of  0.1%,  the  market 
value  of  this  $100,000  purchase 
would  gain  about  $875. 

How  much  can  you  safely  bor- 
row? Margin  requirements  on  Trea- 
surys aren't  regulated  by  the  Federal 
Reserve  nor  by  the  SEC.  Each  dealer 
sets  its  own  standards.  Large,  multi- 
billion-dollar  financial  institutions 
can  borrow  99%,  even  100%.  An 
individual  of  better  than  moderate 
means  (if  you're  less  than  well-off 
you  shouldn't  be  speculating  on 
margin  in  any  event)  can  probably 
purchase  Treasurys  on  10%  margin. 
But  I  don't  recommend  less  than 
30%  even  if  your  broker  will  let 
you.  At  10%  you  could  be  wiped  out 
quickly  in  today's  volatile  market. 

Which  Treasurys  to  buy?  Michael 
K.   Dahood,    fixed-income   analyst 


with  Smith  Barney,  Harris  Upham 
&  Co.  Inc.,  would  use  the  relatively 
high  current  yields  available  on  the 
137/8s  or  14s  of  May  and  November 
2011,  respectively.  They  are  priced 
at  11727A,2  and  1182732  to  yield 
11.68%  to  maturity  and  around 
11.75%  on  a  current-yield  basis. 

The  longer  the  time  to  maturity, 
the  wider  the  price  swing  for  each 
basis  point  change  of  yield.  A  1-year 
note  would  rise  3/a  on  a  10-basis- 
point  decline  in  yield.  A  10-year 
note  would  go  up  "In  and  a  30-year 
bond  would  be  lifted  2%/n.  Add  a  1- 
point,  or  1%,  gain  in  price  to  the 
cash  investment  and  the  total  re- 
turn can  be  extraordinarily  high. 

But  remember  that  leverage 
works  both  ways.  If  interest  rates  go 
up,  not  down,  a  1%  increase  would 
virtually  wipe  out  the  swinging 
10%  margin  player  and  blow  away 
almost  a  third  of  the  30%  margin 
investment.  And  it  happens.  Be- 
tween January  and  June  1984,  for 
example,  long  bond  rates  jumped 
from  11.6%  to  13.8%,  generating 
losses  of  15  points  or  more  in  the 
price.  A  30%  margin  player  would 
have  lost  half  his  money,  a  10% 
player  would  have  been  wiped  out 
early  in  the  decline.  This  is  a  high- 
reward  and  a  high-risk  business. 
That  can't  be  stressed  enough. 

For  the  time  being,  it  is  best  to 
avoid  speculating  on  margin  in  cor- 
porate bonds.  The  differentials  be- 
tween highest-quality  Treasurys 
and  lower-grade  corporates  is  just 
too  narrow  to  justify  dipping  down 
for  added  yield.  As  for  junk  bonds, 
forget  them.  On  margin  you  can  get 
all  the  thrills  you  need  just  sticking 
to  Treasurys.  But  even  with  Trea- 
surys, remember  this:  You  are  spec- 
ulating, not  investing. 

The  madness  of  crowds 

Too  much  is  not  enough  some- 
times. In  mid-April  the  prestigious 
British  newspaper  the  Guardian  re- 
ported the  U.S.  first-quarter  GNP 
growth  figure  would  be  revised  up- 
ward. Bond  prices  fell  out  of  bed. 
They  improved  when  the  Com- 
merce Department  denied  the  sto- 
ry— but  then  Dow  Jones  headlined 
that  "a  Commerce  official"  had  in- 
deed revised  the  data  upward.  Later 
the  news  service  sent  a  correction — 
it  was  a  "Chamber  of  Commerce 
official."  This  time,  the  market  re- 
fused to  come  back. 

What  did  happen  to  first-quarter 
GNP?  The  next  day,  it  was  re- 
vised— but  downward.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


Big  money  runners  think  German  stocks 
look  sensible,  but  Italian  stocks  could 
surprise — and  really  sizzle. 

HOT  TIP, 
ITALIAN  STYLE 


Another  optimistic  sign  is  that 
Consob,  the  Italian  version  of  the 
SEC,  is  trying  to  get  firms  to  issue 
quarterly  statements.  As  for  the  ac- 
counting itself,  Consob  recently  re- 
quired listed  companies  to  be  exter- 
nally audited.  Equities  should  also 
get  a  boost  as  the  spread  between 
dividends  and  interest  rates  keeps 
narrowing. 

Add  to  that  the  fact  that  the  Ital- 
ian economy  is  looking  up,  labor 
problems  seem  to  be  under  control, 
inflation  is  trending  down  and  the 
current  socialist  government  is 
more  friendly  toward  investment. 
In  short,  there  is  a  feeling  among 
international  types  that  the  worst  is 
over  for  the  Italian  economy  and  the 
stock  market  should  pop  some  new 
highs  this  year. 

Where,  then,  are  portfolio  manag- 
ers putting  their  money?  Everybody 
loves  Olivetti  (the  largest  data  pro- 
cessing firm  in  Europe)  and  Fiat  (the 
giant  carmaker),  two  companies 
money  runners  think  are  extremely 
well  managed,  by  world,  not  Italian, 
standards. 

Michael  Kraynak  of  Brown  Broth- 
ers Harriman  says  his  firm  went 
into  Italy  during  the  fall  of  1983 
because  they  just  plain  liked  a 
number  of  companies,  particularly 
Olivetti.  Their  prescience  was  rich- 
ly rewarded:  The  stock  has  been  dy- 
namite and  Kraynak  expects  the 
good  news  to  continue.  Especially 
promising  are  the  growing  links  be- 
tween AT&T  and  Olivetti  that  be- 
gan in  1984  when  AT&T  bought  a 
25%  stake  in  Olivetti. 

As  for  Fiat,  Kraynak  says  the  com- 
pany has  been  making  major  in- 
roads into  the  Euro-auto  market. 
And  the  rumors  that  Ford-Europe  is 
looking  to  buy  a  big  chunk  of  Fiat, 


Money  runners  with  the  overseas 
itch  have  been  scratching  in  a  rather 
unlikely  place  lately — Italy.  In  the 
past  there  have  been  lots  of  reasons 
not  to  invest  in  Italy.  The  mega- 
problems  included  a  sluggish  econo- 
my, high  inflation,  governments 
that  have  been  distinctly  unfriendly 
toward  investment  and  a  strike- 
happy  labor  force.  The  more  specific 
roadblocks  were  a  thin  equity  mar- 
ket and  the  reluctance  of  companies 
to  release  financial  information  in  a 
timely  fashion.  Moreover,  when  the 
figures  did  come  out,  the  account- 
ing ran  from  casual  to  undeciphera- 
ble. The  net  is  that  Italy  was  an 
insiders'  market,  tough  for  an  out- 
sider to  do  well  using  conventional 
investment  techniques. 

Over  the  past  six  months,  howev- 
er, a  lot  of  smart  money  has  been 
going  into  Italy.  Why?  Because 
there  have  been  some  across-the- 
board  improvements.  One  biggie  is 
that  in  mid- 1984  tax-advantaged 
mutual  funds  were  introduced. 
There  are  now  over  20  such  funds,  a 
figure  that  observers  expect  to  dou- 
ble this  year.  These  funds,  of  course, 
are  accumulating  capital  for  equity 
investments  that  will,  in  turn,  pro- 
mote market  depth. 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


up  to  20%,  can't  hurt.  (Most  of 
these  large  cap  stocks  can  be  pur- 
chased through  a  big  brokerage 
house.  And  Shearson  Lehman 
Brothers  is  about  to  start  an  all-Italy 
mutual  fund.) 

Finding  investable  companies  be- 
yond Olivetti  and  Fiat  is  a  bit  trick- 
ier. But  Philip  Gray  of  GT  Manage- 
ment mentions  Montedison,  a 
chemical  firm  that  has  turned 
around  from  almost  bankruptcy  to 
almost  breaking  even.  He's  also  hot 
for  Danieli,  "a  very  successful,  very 
profitable"  little  firm  making  mini- 
steel  furnaces,  and  la  Rinascente,  an 
Italian  Macy's. 

Jarrod  Wilcox  of  Batterymarch 
says  its  international  portfolio  is 
overweighted  in  Italy  at  10%,  be- 
cause the  market  is  down  relative  to 
past  history.  Particularly  depressed, 
and  thus  loved  by  Batterymarch,  are 
insurance  companies  like  Alleanza 
Assicurazioni  and  Fondiaria. 

Batterymarch  also  holds  stock  in 
Cartiere  Burgo  (paper),  Farmitalia- 
Carlo  Erba  (pharmaceuticals)  and 
Italcementi  (cement). 

Enrico  Alberti  of  the  Milanese 
firm  Boffa,  Solbiati  is  big,  among 
others,  on  holding  company  SME, 
one  of  whose  subsidiaries  is  a  lead- 
ing seller  of  peeled  tomatoes  and 
olive  oil,  and  which  controls  Auto- 
grill,  the  Italian  Howard  Johnson's, 
and  Italcable,  an  Italian  ITT. 

But  what  about  those  money 
pushers  who  still  think  of  Italy  as  a 
nifty  place  for  pasta  but  not  for  port- 
folios? Their  overseas  bucks  are 
ending  up  in  Germany. 

While  Germany  has  some  of  the 
same  problems  as  Italy — a  thin  mar- 
ket where  most  equity  is  owned  by 
banks — it  has  moved  to  correct  oth- 
er problems,  like  making  current 
information  available.  (And  no  fear 
about  getting  overhyped  from  that 
information,  either.  German  ac- 
counting is  exceedingly  conserva- 
tive.) Moreover,  the  German  econo- 
my looks  strong,  and  export  firms 
should  do  especially  well  as  the 
world  economic  recovery  continues 
to  gain  power. 

For  German  bulls,  the  allout  fa- 
vorite stock  is  Siemens,  the  humon- 
gous  electrical-electronic  giant.  Af- 
ter that,  money  runners  are  putting 
money  in  Deutsche  Bank  and 
Daimler-Benz. 

In  short,  low  rollers  are  betting  on 
Germany,  while  high  rollers  are  bet- 
ting on  Italy.  And,  if  their  reasons 
are  half-good,  Italy  could  be  a  real 
sleeper.   ■ 
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Special  Introductory  Trial  Offer! 

Value  Line  for  the  next 
10  weeks  for  only  $50 


rhis  is  a  sample  full-page  report  on  one  of  the  1700 
stocks  regularly  reviewed  by  Value  Line,  reduced  from 
9V2"x  11". 
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Reasons  for  this  offer: 

fere's  an  opportunity  to  receive  the  complete  Value 
line  Service  for  the  next  10  weeks  at  about  half  the 
egular  rate.  This  offer  is  limited  to  one  individual  in  a 
iiousehold  that  has  not  already  had  a  subscription  to 
'he  Value  Line  Investment  Survey  during  the  past  two 
rears.  Why  do  we  offer  this  price  reduction  to  new  trial 
ubscribers  only?  Because  we  have  found  that  a  high 
>ercentage  of  those  who  once  try  Value  Line  for  a  num- 
ber of  weeks  stay  with  it  on  a  long-term  basis.  The  re- 
ulting  increase  in  circulation  enables  us  to  provide  the 
ervice  to  our  long-term  subscribers  for  a  lower  annual 
;ate  than  would  otherwise  be  possible. 

Complete  Coverage: 

i'he  Value  Line  Investment  Survey  continually  reviews 
nore  than  1700  stocks.  Key  data  and  ratings  of  each 
tock  are  updated  every  week  in  our  Summary  &  Index, 
in  addition,  each  stock  is  the  subject  of  a  new  full-page 
jeport  every  13  weeks,  in  regular  rotation.  About  130 
ew  full-page  reports  are  issued  each  week.  Filing  takes 
;;ss  than  a  minute  a  week.  All  this  material  is  so  organ- 
iked  in  your  binder  that  you  can  quickly  turn  to  a  con- 
nually  updated  report  on  almost  any  leading  stock.  You 
Iso  receive  our  weekly  "Selection  &  Opinion"  section 
fringing  you  Value  Line's  forecast  of  the  economy  and 
|ie  stock  market,  advice  on  investment  policy,  in-depth 
jnalyses  of  especially  recommended  stocks,  Value  Line 
►liarket  averages,  and  other  features. 


Bonus: 


Under  this  special  trial  offer  you  receive — as  a  bonus  at 
no  extra  charge — the  very  latest  full-page  reports  on 
each  of  the  more  than  1700  stocks  . . . 

Value  Line's  complete  2000-page  In- 
vestors Reference  Service  with  our 
full-page  reports  on  all  stocks  under 
review — fully  indexed  for  your  im- 
mediate reference — to  be  updated 
by  new  reports  sent  weekly 

And  this  bonus  too: 

The  72-page  booklet,  "A  Subscriber's 
Guide,"  by  Arnold  Bernhard,  Research 
Chairman.  The  Value  Line  Investment 
Survey,  explains  how  even  inexperienced 
investors  can  apply  thousands  of  hours  of 
professional  research  to  their  own  port- 
folios by  focusing  on  only  two  un- 
equivocal ratings,  one  for  Timeliness  (Per 
formance  in  next  12  months),  the  other  for  Safety. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line  Service  is  not  all  that  you 
expect  it  to  be,  you  may  return  the  material  we  send 
you  within  30  days  for  a  full  and  unquestioned  refund  of 
your  fee.  This  subscription  is  tax-deductible  if  utilized  to 
aid  in  the  management  of  your  investments. 

/  Call  toll-free  (24  hrs.  a  day  7  days  a  week)  Ext.  281 
f   1-800-633-2252  MasterCard,  American  Express  or  Visa. 
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INTRODUCTORY  OFFER 

D  Begin  my  10-week  trial  subscription  for  $50  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 
□  Begin  my  1-Year  (52  issues)  subscription  for  $395  and  send  me 
the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  annual 
subscription.  _  _,_.,_,___  „^«„,<-         *— —      T'H 


SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD  LCD  CALCULATOR  [-™ 
given  to  you  when  you  order  The  Value  Line  Investment 
Survey  for  one  year. 

□  My  payment  is  enclosed.  Please  charge  to:  □  American  Exp 

□  MasterCard  D  Visa        Expiration  Date 


Account  # 

This  subscription  is  tax-deductible  and  non-assignable. 

(N  Y.  residents  add  sales  tax.)  Allow  4  to  6  weeks  for  delivery. 

Foreign  rates  upon  request. 
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The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


Hold  on  to  your  wallet  when  they  tell  you 
that  a  Wall  Streeter  is  a  superstar. 

PORTRAIT  OF 
DORIAN  GURU 


S&P's  500  in  the  year  measured. 
Dorian  Gray,  where  are  you  now? 

At  the  height  of  the  energy  short- 
age, one  of  the  most  respected  oil 
analysts  was  wildly  bullish  on  the 
major  integrateds  and  even  on  some 
of  the  most  marginal  oil  service 
companies.  Two  years  later,  when 
the  bottom  dropped  out  of  OPEC, 
this  star  recommended  their  sale  at 
prices  50%  to  75%  lower,  only  to 
see  them  rebound  sharply  months 
later.  For  well  over  a  decade  one  of 
today's  top  photography  analysts 
has  had  a  nearly  unblemished  rec- 
ord of  recommending  buys  near  ma- 
jor tops  and  sales  near  major  bot- 
toms. Both  analysts  continue  high 
in  esteem  among  both  financial  in- 
stitutions and' the  media. 

Yes,  Dorian  Gray  is  alive  and  well 
on  Wall  Street.  A  few  years  back  I 
did  a  study  of  the  favorite  stock  or 
group  of  stocks  of  large  numbers  of 
experts  (the  median  was  over  100).  I 
took  in  every  survey  I  could  locate, 
some  77  in  all,  dating  from  the 
Twenties  right  up  to  the  early 
Eighties.  Almost  80%  of  the  time 
the  market  did  better  the  next  year 
than  the  favorite  stock  or  industry 
picks  of  the  pros.  Another  portrait 
best  kept  in  the  attic. 

What,  then,  is  a  good  "preventa- 
tive defense?"  First,  be  skeptical  of 
claims  made  by  analysts  and  money 
managers.  Don't  trust  your  money 
to  someone  just  because  you  have 
read  somewhere  that  he  or  she  is  a 
superstar.  Get  a  money  manager's 
performance  record  going  back  five 
to  ten  years.  Watch  out  for  a  selec- 
tive sample  rather  than  total  perfor- 
mance. With  analysts  and  econo- 
mists, inquire  into  their  longer- 
term  performance,  particularly  at 
important    market   and    economic 


Oscar  Wilde's  Portrait  of  Dorian 
Gray.  I  am  reminded  of  this  great 
story  when  I  regard  the  reputations 
of  some  Wall  Street  sages.  The  repu- 
tations, like  Dorian's  outward  ap- 
pearance, seem  oblivious  to  reality. 

The  reality  is  this:  Virtually  every 
study  indicates  that  the  great  prog- 
nosticators  are  wrong  more  often 
than  right.  Several  years  back  Finan- 
cial World  reviewed  the  performance 
records  of  the  "All  Star"  analysts 
named  by  another  magazine,  Institu- 
tional Investor.  These  superstars  re- 
ceived salaries  and  bonuses  of  from 
$150,000  to  a  half-million  dollars. 
So  carefully  is  their  advice  heeded 
that  their  withdrawal  of  a  buy  rec- 
ommendation can  cause  an  instant 
break  in  the  stock  of  a  multibillion- 
dollar  company. 

You  would  think  that  the  institu- 
tional brokerage  houses  for  whom 
they  work  would  be  delighted  to 
give  out  the  records  of  this  elite. 
Hardly.  According  to  the  article,  "It 
was  no  easy  task  to  get  the  results; 
the  brokerage  houses  frankly  re- 
fused to  release  them."  On  its  own, 
the  magazine  compiled  the  records. 
Only  one-third  of  the  stars  beat  the 

David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


turning  points.  If  you  are  told  these 
figures  are  difficult  to  locate,  walk 
away.  If  they  were  good,  rest  assured 
that  they  would  have  been  dis- 
played with  near-marquee-size 
lights  around  them. 

By  now  you  have  guessed  that  all 
this  is  by  way  of  giving  you  yet 
another  reason  why  I  like  the  low- 
P/E  strategy.  Almost  two  dozen 
studies  covering  thousands  of 
stocks  over  a  period  of  five  decades 
all  show  superior  performance  for 
this  method.  It  does  not  depend  for 
its  success  on  the  clairvoyance  or 
superior  wisdom  of  some  invest- 
ment guru.  Quite  the  contrary,  it 
succeeds  by  betting  against  their 
"wisdom." 

Here  are  four  low-P/E  stocks  I 
currently  would  look  at: 

Sure  the  Japanese  are  coming,  but 
it  certainly  doesn't  look  like  an- 
other Pearl  Harbor  for  the  auto  in- 
dustry. Ford  (43),  the  second-largest 
U.S.  producer,  should  have  earnings 
per  share  approaching  $15  this  year, 
vs.  $15.79  in  1984.  The  company 
has  slashed  production  costs  and 
improved  market  share  in  the  last 
few  years.  The  stock  is  trading  at  3 
times  earnings  and  yields  5.5%  on 
its  $2.50  dividend,  which  is  likely  to 
be  hiked  again  because  of  Ford's 
strong  cash  buildup. 

Kimberly-Clark  (52)  is  a  major  man- 
ufacturer of  paper  household  prod- 
ucts, as  well  as  newsprint  and  pulp 
and  paper.  Earnings  and  dividends 
have  shown  good  growth  in  recent 
years  and  both  should  be  up  10%  or 
so  in  1985.  The  stock  trades  at  a  P/E 
of  10  and  yields  4.3%. 

General  Foods  (63),  one  of  the  lead- 
ing producers  of  packaged  foods,  has 
used  its  strong  cash  flow  to  repur- 
chase its  own  shares.  Over  the  past 
two  years  GF  has  retired  15%  of  its 
outstanding  stock.  The  company 
should  show  another  good  year  in 
1985,  with  earnings  up  15%  or 
more.  The  stock  commands  a  P/E  of 
10  and  yields  3.8%. 

Despite  a  poor  first  quarter,  Mon- 
santo (45)  should  show  higher  re- 
sults in  1985  because  of  good 
growth  in  specialty  chemicals  and 
engineering  goods.  Monsanto  trades 
at  a  P/E  of  9  and  yields  5.1%. 

Yes,  like  Dorian  Gray,  the  ex- 
pert's reputation  continues  to  grow 
more  handsome  as  the  years  pass. 
But  the  records,  like  the  hidden  por- 
trait, show  a  far  less  comforting  pic- 
ture. Spending  the  time  to  find  the 
real  record  will  save  you  anguish — 
and  money.  ■ 
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AFFILIATED  PUBLICATIONS,  INC.  A 

APRIL  18, 1985.  Affiliated  Publications,  Inc.  today  report- 
ed that  1985  first-quarter  earnings  were  $5,321,000  or  $.43 
per  share  versus  $4,558,000  or  $.37  per  share  for  the 
comparative  period  in  1984.  Revenues  were  $86,286,000  as 
compared  to  $77,334,000  during  the  first  quarter  of  1984, 
an  increase  of  11.6%. 

William  0.  Taylor,  chairman  of  the  board  and  chief 
executive  officer,  said  that  the  first-quarter  profits  were  the 
result  of  stability  in  newsprint  prices  and  a  gain  in 
advertising  linage  in  all  categories.  The  Globe's  national 
linage  was  up  7.5%,  retail  linage  was  up  9.9%,  and 
classified  linage  was  up  2.0%. 

First-quarter  net  income  was  reduced  by  $1,652,000  or 
$.14  per  share  as  a  result  of  the  Company's  equity  losses  in 
affiliates.  For  the  same  period  in  1984  the  Company's  net 
income  was  reduced  by  $680,000  or  $.06  per  share. 
Expansion  of  cable  television  systems  by  McCaw  caused 
this  additional  dilution  in  1985. 

Affiliated  Publications,  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company — publisher  of  The  Boston 
Globe — and  Affiliated  Broadcasting,  Inc.,  which  owns  and 
operates  twelve  radio  stations  located  throughout  the  U.S. 

Affiliated  Publications,  Inc.  also  owns  45%  of  the  com- 
mon stock  of  McCaw  Communications  Companies,  which 
operates  cable  television,  radio  common  carrier  and  cellular 
radio  telephone  systems.  In  addition,  Affiliated,  through  its 
joint  venture  with  McCaw,  operates  cable  television  systems 
in  southern  Oregon. 

McCaw  has  had  great  success  in  its  cellular  telephone 
market  applications.  The  Federal  Communications  Commis- 
sion has  awarded  system  approval  to  McCaw  partnerships 
in  all  six  markets  applied  for  in  the  top  30  markets.  These 
markets  include:  Seattle,  Washington;  Portland,  Oregon;  San 
Francisco,  California;  San  Jose,  California;  Kansas  City, 
Missouri;  and  Denver,  Colorado.  Prior  to  construction  of  its 
non-wireline  cellular  systems,  McCaw  is  providing  cellular 
service  as  the  agent  through  resale  in  Seattle,  Washington; 
Kansas  City,  Missouri;  Portland,  Oregon;  San  Francisco  and 
San  Jose,  California;  Oklahoma  City,  Oklahoma;  and  Wich- 
ita, Kansas. 

In  markets  31  to  90,  comprehensive  settlements  among 

competing  applicants  have  strengthened  McCaw's  presence 

in  the  cellular  field.  In  the  fourth  round,  McCaw  has  filed 

applications  to  provide  cellular  service  in  all  30  markets. 

First  Quarter:  March  31,  1985 

1985  1984 


Net  Income 

$  5,321,000 

$  4,558,000 

'+16.7% 

Earnings  per  share 

$              .43 

$             .37 

+ 16.2% 

Revenues: 

Advertising 

$68,534,000 

$60,807,000 

Circulation 

17,120,000 

16,217,000 

Other 

632,000 

310,000 

Total  Revenues 

$86,286,000 

$77,334,000 

+  11.6% 

Avg.  Shares 

Outstanding 

12,235,963 

12,186,912 

NOTE:  Share  and  per-share  information  has  been  retroactively  restated 
to  reflect  the  three-for-two  stock  split  paid  on  January  25, 1985  to 
stockholders  of  record  on  December  28, 1984. 
(Contact:  Daniel  Orr,  V.P.,  Affiliated  Publications,  Inc.,  135 
Morrissey  Boulevard,  Boston,  MA  02107.  (617)  929-3035.) 


ARCHER  DANIELS  MIDLAND  COMPANY  N 

DECATUR,  IL,  Apr.  15— Archer  Daniels  Midland  Company 
today  reported  net  earnings  of  $31,565,000,  equal  to  $.33 
per  share,  for  the  three  months  ended  March  31,  1985, 
based  on  average  shares  of  ADM  stock  outstanding  of 
96,523,000  shares.  This  compares  with  earnings  of 
$22,949,000  equal  to  $.24  per  share  on  95,073,000  shares 
outstanding  in  the  same  period  a  year  ago,  adjusted  for  the 
5%  stock  dividend  in  September,  1984. 

For  the  first  nine  months  of  the  fiscal  year,  July  through 


March  net  earnings  after  taxes  totaled  $112,395,000  or 
$1.17  per  share  based  on  average  shares  outstanding  of 
96,447,000  compared  with  earnings  of  $84,048,000  or  $.91 
per  share  on  93,245,000  average  shares  outstanding  for  the 
nine  month  period  of  a  year  ago,  adjusted  as  above. 

Provisions  for  federal  and  state  income  taxes  for  the  first 
nine  months  of  the  current  fiscal  year  were  $71,714,000 
compared  with  $49,795,000  in  the  same  period  last  year. 

(Contact:  RE.  Burket,  Archer  Daniels  Midland  Company, 
P.O.  Box  1470,  Decatur,  IL  62525.  Phone:  (217)  424-5413.) 


AMETEK  INC.  N 

AMETEK  ANNOUNCES  SUPERCOMPUTER, 

REPORTS  FIRST  QUARTER  RESULTS 

Wilmington,  Delaware,  (APRIL  23,  1985)— AMETEK,  Inc. 
(NYSE-PSE)  today  reported  first  quarter  results  and  an- 
nounced that  it  would  begin  deliveries  later  this  year  of  a 
concurrent  computer,  a  powerful  high-speed  multi-node 
parallel  processor  system,  also  often  termed  a  supercomputer. 

Addressing  the  company's  annual  stockholders'  meeting, 
AMETEK  management  said  that  the  industrial  manufactur- 
ers' sales  for  the  first  three  months  of  1985  ended  March 
31st  totaled  $119.9  million,  producing  earnings  of  $8.9 
million  or  41  cents  per  share.  In  the  record  first  quarter  of 
1984,  AMETEK's  sales  topped  $123.9  million  and  net 
income  reached  $9.9  million  or  46  cents  per  share,  which 
included  an  after-tax  gain  of  $887,000  or  four  cents  per 
share  from  the  sale  of  an  idle  West  Coast  manufacturing 
plant.  "Without  this  addition,"  AMETEK  chairman  Dr.  John 
H.  Lux  said,  "year-to-year  earnings  are  down  less  than  two 
percent  on  three  percent  lower  sales,  indicating  that  AME- 
TEK has  continued  to  maintain  good  cost  control  as  the 
economy  dropped  in  the  fourth  quarter  and  slowly  improved 
toward  the  end  of  the  first  quarter  of  1985.  In  this  period, 
two  of  the  company's  operating  groups — Electro-mechani- 
cal and  Process  Equipment — showed  a  slight  increase  in 
sales,  while  our  Instrument  and  Industrial  Materials  busi- 
nesses showed  a  somewhat  greater  decrease,"  Dr.  Lux  said. 

The  company  surprised  stockholders  with  its  first  public 
announcement  that  it  has  developed  a  supercomputer,  a 
system  designed  to  solve  scientific  and  engineering  prob- 
lems which  require  tens  to  hundreds  of  millions  of  calcula- 
tions per  second.  AMETEK's  president  Robert  L.  Noland  said 
that  the  first  of  these  high  performance  concurrent  proces- 
sor systems  would  be  delivered  later  this  year  to  California 
Institute  of  Technology  for  geophysical/seismological  re- 
search and  analysis  of  the  earth's  crust  and  petroleum 
reservoir  modelling.  A  second  system  is  slated  for  delivery  to 
Huntington  Medical  Research  Institute  of  Pasadena,  Califor- 
nia for  use  in  conjunction  with  the  Institute's  Nuclear 
Magnetic  Resonance  spectrographic  and  imaging  program 
to  examine  the  human  body  without  the  use  of  radiation  or 
X-rays  and  to  evaluate  tumors.  A  third  system  is  being 
developed  for  use  in  aerodynamic  fluid  flow  studies  accord- 
ing to  Noland,  who  said  that  AMETEK  will  market  these 
systems  in  a  range  of  "about  $100,000  to  $300,000 
depending  on  capacity,  including  operational  and  applica- 
tion software." 

While  this  scale  of  supercomputer  performance  is  avail- 
able today,  typical  units  are  multi-million  dollar  systems, 
AMETEK  management  explained.  The  development  of  con- 
current processing  changes  the  whole  future  of  high-speed 
computation,  providing  significant  increases  in  computer 
speed  and  capacity  at  a  traction  of  the  price  of  comparable 
systems  on  the  market  today.  A  number  of  companies  and 
development  groups  are  working  on  concurrent  processing 
concepts,  but  AMETEK  believes  its  unit  will  be  the  first 
commercial  system  of  this  kind  available  and  stressed  that 
it  was  providing  both  hardware  and  software  necessary  for 
the  system. 

"Technically,  the  AMETEK  concurrent  processor  system  is 
based  on  the  'Cosmic  Cube'  topology,  a  concept  developed 
at  the  California  Institute  of  Technology,"  Noland  said, 


"with  16-to  64-node  designs  that  utilize  Intel  802 
cessor  chips  with  80287  co-processors,  providing  a 
many  times  faster  and  more  powerful  than  the 
scientific  computer  in  use  today.  And  the  potential 
beyond  that  level,  as  the  system  has  the  capal 
expansion  to  256  nodes."  Acknowledging  that  AME1 
not  previously  revealed  its  work  in  this  field, 
explained,  "We  believe  that  the  Caltech  concept  ha 
promise,  and  assembled  a  group  of  Caltech-educal 
entists  and  engineers  at  a  Pasadena  facility  to  beg 
on  this  program  about  two  years  ago.  From  the  st 
major  emphasis  has  been  to  match  the  developmen 
hardware  systems  with  development  of  software  sys 
providing  the  operationg  and  application  software,  f 
development  software  and  debugging  programs  ne 
to  make  this  unique  system  useful." 

"By  the  standards  of  the  computer  industry,  AM 
investment  is  moderate,"  Noland  said,  "and  we  e> 
find  additional  markets  for  these  systems  in  sim 
weather  forecasting  and  aircraft  design,  as  well  as  t 
nology,  computational  chemistry  and  other  leadin 
technologies." 

Three  Months  Ended  Mar 


Sales 

Net  Income 
Earnings  Per  Share 
Average  Shares  Outstanding 


1985 

$119,944,000 

8,878,000 

.41 

21,906,035 


$12 


2 


In  the  past  lour  consecutive  quarters  AMETEK  earned  $1.91  per  si 

(Contact:  Darrah  Ribble,  AMETEK  INC.,  Station 
Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 
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ARIZONA  SILVER  CORPORATION  (ARIZONA) 

VANCOUVER,  B.C.,  CANADA— April  22,  1985 

ARIZONA  SILVER  CORPORATION  is  currently  con* 
an  Agreement  to  acquire  the  operating  rights  and  i 
ling  interest  in  a  former  high  grade  gold  mine  loc< 
Sierra  County,  California,  U.S.A.  More  details  will 
leased  when  the  Formal  Agreement  has  been  signer 
Production  at  the  McCRACKEN  SILVER  MINE  ( 
Silver  Corporation — 60%;  Continental  Silver  Corp- 
is  averaging  350  tpd  and  is  being  processed 
Company's  500  tpd  Flotation  Mill  located  near 
Arizona.  The  Mill  is  operating  24  hours  per  day  on  a  ',• 
per  month  schedule  to  coincide  with  mine  productic 
Documentation  in  connection  with  the  amalgam; 
the  Company  and  Continental  Silver  Corp.  ("Contii 
shares  are  intended  to  be  exchanged  for  those  of  "A ' 
on  a  two  (2)  for  one  (1)  basis)  is  now  near  completr 
will  be  forwarded  for  shareholder  approval  shortly. 
CAPITALIZATION  LISTED 

Authorized       —  10.000,000  Shares     Vancouver  Stock  Exchange  .- 
Issued  —   5,493,432  Shares      NASDAQ 

(Company  Contact:  Charles  S.  Underhill,  Director 
1140  -  625  Howe  Street,  Vancouver,  B.C.  V6C  2Tf 
phone:  (604)  689-5588.) 


COMPUTER  TASK  GROUP  INC. 

BUFFALO,  NY.,  April  11— Computer  Task  Groill 
Wednesday  announced  record  revenues,  earnings  a  ft; 
income  for  the  first  quarter  of  1985. 

Revenues  for  the  quarter  were  $26,035,000,  an  ir 
of  50  percent  over  the  1984  first  quarter  fig 
$17,377,000.  Earnings  per  share  for  the  same  perio 
by  112  percent,  from  17  cents  to  36  cents,  while  net 
rose  from  the  1984  first  quarter  figure  of  $337, 
$773,000  in  1985,  an  increase  of  129  percent. 

David  N.  Campbell,  Chairman  of  the  Board  ant  1-- 
Executive  Officer,  attributed  the  company's  perform.  I 
savings  resulting  from  the  1984  divestiture  of  pi  l>- 
which  had  reported  losses,  as  well  as  sustained  dem>  k 
the  company's  services. 
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>.  Courtney,  President  and  Chief  Operating  Officer, 
t,  "The  results  were  up  partially  because  of  the 
on  of  Amtec  Systems  Inc.,  in  July  of  1984." 
ley  added  that  "future  results  should  continue 
wing  to  the  January  1985  acquisition  of  Berger, 
Co.  of  Houston  and  the  March  1985  acquisition  of 
a  Inc.  of  Buffalo." 

was  CTG's  ninth  consecutive  quarter  of  record 
revenue's.  Two  major  growth  milestones  surpassed 
ne  quarter  were  quarterly  revenues  in  excess  of  $26 
tnd  total  corporate  employment  of  over  2000  people, 
uter  Task  Group  Inc.  is  the  largest  independent 
of  computer  systems  development  services  in  the 
itates.  Among  those  services  are  business  program- 
stems  analysis,  systems  design  and  engineering, 
:  and  process  control  programming  and  consulting, 
ompany  derives  75  percent  of  its  revenues  from 
500  industrial  and  financial  clients.  CTG  operates 
ited  States  cities,  including  all  major  metropolitan 

s  are  publicly  traded  through  the  National  Associ- 
Securities  Dealers,  under  the  symbol  CTSK. 
COMPUTER  TASK  GROUP  INC. 
Financial  Highlights 

First  Quarter  Ended 

March  31 

1985  1984  %  Inc. 

$26,035,000       $17,377,000  50 

$     773,000       $     337,000  129 

.t  share  .36  .17  112 

act:  William  P.  Adamucci,  Vice  President-Finance, 
r  Task  Group  Inc.,  800  Delaware  Avenue,  Buffalo, 
19.  Phone:  (716)  882-8000.) 


:x  INC.  A 

|RICK,  PA.  April  16)— Teleflex  Inc.  (AMEX:  TFX)  today 
revenues  for  the  first  quarter  ended  March  31, 
creased  13  percent  to  $42,804,000  compared  to 
000  for  the  same  period  last  year, 
^come  for  the  first  quarter  increased  $2,741,000, 
liecting  a  charge  of  $680,000  for  the  final  settle- 
a  three-year  old  legal  matter.  This  charge  of  13 
r  share  reduced  earnings  per  share  from  65  cents 
b  to  52  cents  per  share  compared  with  51  cents  for 
larable  quarter  of  1984. 

TELEFLEX  INC. 
(Unaudited) 
ths  ended  March  31,  1985     March  25,  1984 

$42,804,000  $37,926,000 

store  taxes  4,726,000  4,635,000 

2,741 .000(A)        2,690,000 
per  share  $.52(A)  $.51 

ides  a  special  charge  of  13  cents  per  share  or  $680,000, 
ot  taxes,  in  final  settlement  of  a  three-year  old  legal 
er. 

ict:  John  H.  Remer,  Senior  Vice  President,  or  John  F. 
Ider,  Treasurer,  of  Teleflex  at  155  S.  Limerick  Rd., 
Pa.  19468,  or  phone  (215)  948-5100.) 


Corporation  N 

'ORK,  N.Y.,  Apr.  15— NYNEX  Corp.  reported  Monday 
let  income  for  the  first  three  months  of  1985  was 
iiillion,  equal  to  $2.55  per  share,  compared  with  net 
if  $221.7  million,  equal  to  $2.29  per  share,  for  the 
riod  of  1984. 

enting  on  the  first  quarter  earnings,  NYNEX  Chair- 
.  Staley  said,  "Continuity  is  the  key  to  our  financial 
he  New  York/New  England  economy  continues  to  be 
and  demand  for  our  products  and  services  remain 
ith  customer  access  lines  up  by  102,000  during  the 
«  months  of  1985.  At  the  same  time,  we  have 
ed  our  efforts  to  contain  costs." 


A  American  Stock  Exchange 
P  Pacific  Stock  Exchange 

The  corporation  reported  total  operating  revenue  for  the 
first  quarter  of  $2.5  billion.  Return  on  equity  was  12.89 
percent.  As  of  March  31,  NYNEX's  total  assets  were  20.0 
billion. 

"NYNEX  is  competing  aggressively  in  virtually  every 
segment  of  our  industry,'  Staley  said.  "For  example,  NYNEX 
Mobile  Communications  is  now  providing  cellular  service  in 
three  cities:  Boston,  New  York  City  and  Buffalo. 

"NYNEX  Business  Information  Systems  has  contracts 
with  Data  General  and  Wang  to  market  those  companies' 
office  automation  products  to  large  telecommunications/in- 
formation systems  to  small  businesses. 

"And  we  are  adding  more  optical  fiber  and  more  digital 
switches  to  the  local  networks  of  New  York  Telephone  and 
New  England  Telephone  to  further  enhance  their  data/voice/ 
video  transmission  capabilities." 

NYNEX  currently  has  about  101.1  million  shares  out- 
standing and  93,700  employees.  In  March  1985,  the  corpo- 
ration increased  the  quarterly  dividends  payable  on  May  1, 
from  $1.50  per  share  to  $1.60  per  share. 

NYNEX  serves  11  million  customers  in  the  states  of  New 

York,  Massachusetts,  Maine,  Vermont,  New  Hampshire, 

Rhode  Island  and  a  small  part  of  southern  Connecticut. 

NYNEX  CORP. 

Financial  Highlights 

(unaudited) 

Three  Months  Ended 
3/31/85  3/31/84 

Revenues  $2,504,000,000  $2,282,000,000 

Net  income  $    257,400,000         $  221,700,000 

Earnings  per  share  $2.55  $2.29 

Return  on  equity  12.89%  12.15% 

Weighted  average  number  of 
shares  outstanding  100,779,000  96,672,000 

(Contact:  Mel  Chase  or  Bonnie  White,  NYNEX  Corporation, 
335  Madison  Ave.,  New  York,  NY  10017.  Phone:  (212)  370- 
7468  or  (212)  370-7462.) 


WILSHIRE  OIL  COMPANY  OF  TEXAS  N 

ANNOUNCES  RECORD  REVENUES  AND  INCOME; 

PER  SHARE  EARNINGS  UP  73% 

JERSEY  CITY,  N.J.,  Mar.  27,  1985— Wilshire  Oil  Company 
of  Texas  (NYSE)  announced  that  the  company  had  achieved 
record  revenues,  net  income  and  per  share  earnings  for  1984. 

Revenues  for  1984  were  $17,151,000  as  compared  to 
$10,643,000  in  1983,  a  61  percent  increase.  Net  income 
rose  70  percent  to  $3,751,000  in  1984  from  $2,206,000  in 
1983.  Earnings  per  share  for  1984  were  $.45  compared  to 
$.26  in  1983,  an  increase  of  73  percent. 

The  jump  in  all  three  categories  was  the  most  dramatic 
in  the  history  of  the  Company's  oil  and  gas  operations. 
Nathan  White,  Chairman  and  President  of  Wilshire,  stated, 
"the  increases  of  1984  would  be  exceptional  even  in  the 
best  of  times;  however,  to  achieve  these  results  in  today's 
weak  oil  market  makes  Wilshire  stand  out  as  a  top  perform- 
er in  the  industry." 

During  1984,  the  company  participated  in  the  drilling  of 
148  wells  compared  to  102  drilled  in  1983. 'The  1984 
success  ratio  was  over  88  percent. 

White  further  stated,  "based  on  the  initial  successes  of 
1985,  we  are  confident  Wilshire  can  even  surpass  the 
extraordinary  results  of  the  past  year." 

Year  Ended  December  31,   Quarter  Ended  December  31. 
1984  1983  1984  1983 

Revenues  $17,151,000  $10,643,000      $4,265,000      $3,118,000 

Income  $  3,751,000  $  2,206,000*    $1,009,000     $  605,000 

Per  Share  Earnings  $.45      $.26*  $.12  $.07 

•Income  does  not  include  $1,420,000  or  $  16  per  share  from  the  Company's 
former  banking  subsidiary  through  February  18, 1983,  at  which  time  the  stock  of 
The  Trust  Company  was  distributed  to  the  stockholders  of  Wilshire. 

(Contact:  Wilshire  Oil  Company  of  Texas,  921  Bergen 
Avenue,  Jersey  City,  N.J.  07306.  Phone:  201-420-2796  or 
212-943-7777.) 
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corporations  can  reach  Ameri- 
ca's most  important  investors  by 
using  Corporate  Report 
Updates  in  Forbes. 

Appearing  once  each  month, 
Corporate  Report  Updates  en- 
ables companies  to  announce 
important  developments  to  the 
astute  investors  who  read 
Forbes.  Moreover,  for  added 
impact,  this  Forbes  advertising 
service  is  positioned  in  the 
popular  "Money  and  Invest- 
ments" section  of  the  magazine. 

Forbes  has  720,000  sub- 
scribers and  a  total  readership 
of  almost  4  million.  92%  of 
Forbes'  subscribers  own  corp- 
orate stock,  with  average  hold- 
ings exceeding  $474,000.  Over 
half  are  involved  with  helping 
others  make  investments  deci- 
sions. Those  others  include  cor- 
porations, institutions,  pension 
funds,  trusts,  and  estates. 

Corporate  Report 
Updates    in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


Investors  who  buy  stocks  in  this  market 
risk  another  sudden  interest  rate  reversal 
or  earnings  disappointments.  But  I  dont 
believe  either  will  happen. 

A  MERRY  MONTH? 


rent  relative  price  stability  seems  to 
have  enough  give  to  take  in  stride  a 
fair  amount  of  Fed  pump-priming, 
should  the  situation  call  for  such 
action  later  on  in  the  year. 

With  the  easing  of  interest  rates, 
bond  prices  have  resumed  their  up- 
ward climb.  For  the  last  dozen 
weeks  or  so  the  return  on  senior 
securities  has  provided  stiff  compe- 
tition for  stocks.  Once  the  rate  on 
federal  funds  drops  below  8%  and 
the  yield  on  long  bonds  slips  to 
around  10'/2%,  equities  should  be- 
gin to  look  a  lot  better,  particularly 
those  stocks  that  offer  a  total  return 
in  excess  of  15%.  And  every  anxious 
money  manager  worth  his  Turns 
and  tranquilizers  should  be  back 
playing  the  market  before  that. 

Ah,  you  say,  if  the  economy  is 
indeed  slowing,  what  about  corpo- 
rate profits?  Won't  earnings  be  low- 
er? And  won't  stock  prices  suffer  as 
a  consequence?  Good  questions.  In 
theory,  corporate  profits  should  go 
down  as  consumer  demand  weak- 
ens. But  when  lower-than-expected 
labor  and  materials  costs  are  fac- 
tored in,  profit  margins  could  in- 
crease enough  to  make  up  for  any 
shortfall  in  sales.  And  even  if  earn- 
ings aren't  all  they  were  supposed  to 
be,  the  outlook  for  a  more  sustain- 
able expansion,  coupled  with  low 
inflation,  may  be  sufficient  to  boost 
stock  multiples.  On  a  clear  day  it's 
possible  to  make  a  convincing  case 
for  uninterrupted  economic  growth 
through  the  end  of  the  decade — es- 
pecially if  Congress  and  the  Admin- 
istration can  get  the  national  in- 
come closer  to  equaling  the  outgo. 

Investors  who  buy  stocks  in  this 
market  are  risking  the  possibility  of 
another  sudden  interest  rate  rever- 
sal or  the  prospect  of  greater-than- 


Thanks  to  the  broad  and  boring 
base-building  that  took  place  from 
February  through  April  in  the  popu- 
lar stock  averages,  the  market  could 
easily  support  a  swift  100-point  rise. 
And  the  reasons  for  a  serious  rally 
are  popping  up  like  the  flowers  that 
bloom  in  the  spring,  tra-la! 

The  single  most  important  factor 
contributing  to  this  rosy  outlook  for 
equities  comes  from  what  on  the 
surface  appears  to  be  a  negative — 
namely,  the  shifting  of  the  economy 
into  low  gear.  Until  recently,  most 
investors  were  leery  that  too-rapid 
GNP  growth  would  push  up  inter- 
est rates,  which  in  turn  would  push 
down  stock  prices.  However,  the 
surprising  announcement  last 
month  of  the  largest  monthly  de- 
cline in  retail  sales  in  seven  years 
caused  many  forecasters  to  rethink 
their  predictions  of  a  fiery  economic 
burnout  and  possible  recession  in 
late  1985,  early  1986. 

News  that  business  is  finally 
slowing  coincided  with  the  report  of 
a  lower-than-expected  rate  of  in- 
crease in  the  Producer  Price  Index. 
Inflation,  because  of  the  mixed 
blessing  of  a  strong  dollar,  seems 
remarkably  under  control.  The  cur- 
Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Broun  &  Associates. 


expected  earnings  disappointments. 
The  odds  are  against  either  of  these 
evils  at  the  present  time,  particular- 
ly since  the  Federal  Reserve  has  al- 
ready begun  to  voice  concern  about 
the  slowing  economy.  Monetary  ac- 
commodation should  be  quick  in 
coming.  Mr.  Volcker  wouldn't  mind 
being  remembered  as  the  architect 
of  the  longest  postwar  period  of 
prosperity. 

Assuming  you  go  along  with  this 
bullish  script,  one  place  to  put  your 
money  might  be  into  Varian  Asso- 
ciates (31),  which  sold  as  high  as  $63 
per  share  in  1983  and  $58  per  share 
last  year.  In  recent  weeks  the  stock 
dropped  to  a  three-year  low  in  re- 
sponse to  a  sharp  downward  revi- 
sion in  estimated  fiscal  1985  earn- 
ings, from  $3.40  per  share  to  $2.78. 
It  now  appears  as  if  this  maker  of 
microwave  tubes  and  other  high- 
tech  items  could  report  $3.40  per 
share  or  more  next  year.  Varian  As- 
sociates has  commanded  an  average 
multiple  of  16  for  the  past  few  years, 
which  suggests  that  $52  per  share  is 
possible  over  the  next  12  months, 
for  a  capital  gain  potential  of  60%  - 
plus  from  the  present  price. 

If  you  have  been  thinking  about 
buying  the  supercompany  Toys  "R" 
Us  (33),  think  instead  about  buying 
Petrie  Stores  (38),  which  holds  25%  of 
Toys  "R"  Us  stock,  worth  approxi- 
mately $31.50  per  share  for  every 
share  of  Petrie  Stores.  This  means 
you  pay  about  $7.50  per  share  for 
Petrie  Stores  stock,  which  is  esti- 
mated to  earn  more  than  $2  per 
share  this  year,  exclusive  of  Toys 
"R"  Us  earnings.  Petrie  Stores  has 
nearly  1,400  outlets  selling  wom- 
en's apparel,  and  it  is  likely  that  the 
company's  shrewd  80-plus-year-old 
founder,  Milton  Petrie,  has  some  in- 
teresting plans  for  the  company,  to 
be  disclosed  heaven  knows  when. 

Coleco  (16)  has  dropped  83%  from 
its  1983  high,  but  lately  the  com- 
pany has  been  showing  a  bit  of 
bounce-back.  The  ill-fated  Adam 
computer  was  written  off  in  1984  at 
a  great  loss.  However,  the  Cabbage 
Patch  Kids  and  related  products 
continue  to  sell  well,  and  Coleco 
could  earn  anywhere  from  $2.75  to 
$3.35  per  share  for  1985.  For  1986, 
earnings  could  decline  if  the  Cab- 
bage Patch  craze  proves  to  be  just  a 
long-lasting  fad.  But  Coleco  has 
new  products  due  in  1986,  and,  for 
now,  earnings  for  next  year  look 
like  $3  per  share.  Maybe  more  if  the 
Kids  become  the  Raggedy  Ann  and 
Andy  of  the  Eighties.  ■ 
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Vhen  you're  in  the  hot  cereal  business  and  a  mild  winter  hits, 

the  stress  can  get  to  you. 
The  Digest  has  shown  me  how  to  cope  with  stress." 


R.  Hugh  (Pat)  Uhlmann,  Kansas  City,  Missouri,  Digest  reader. 


We  make  a  difference  in  more  than  50  million  lives. 


DIVIDENDS 

EACH  YEAR 

SINCE  1912 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
April  16,  1985,  declared  a 
regular  quarterly  dividend  of 
40  cents  per  share  of  com- 
mon stock,  payable  June  3, 
1985,  to  shareholders  of  rec- 
ord May  17, 1985. 


For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Finan- 
cial Relations,  Dept.  C, 
ENSERCH  Center,  Box  999, 
Dallas,  Texas  75221. 


CORPORATION 


Growth  Stocks 


STOP  SWEAT 
FOR  6  WEEKS! 


*^r^  IHh^" 


HANDS 


UNDERARMS 


FEET 


DRIONIC®  —  the  heavy  sweater's  answer  to 
costly  and  embarrassing  underarm,  hand  or  foot 
sweat.  Short  treatment  with  electronic  Drionic 
leaves  these  areas  dry  for  6  week  periods. 
Recommended  by  dermatologists  everywhere. 
Send  for  free  information. 
Clinical  studies  available  to  physicians. 

GENERAL  MEDICAL  CO.  Dept  fob  i 
1935  Armacost  Ave.,  Los  Angeles,  CA  90025 


1L'  M8DEIM 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
**"*  AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310. 


VIENNESE  CONTINENTAL  CUISINE 

.<  t       i       a       a  ■■  Rating  by  Forbes  & 
^^    A     A     A     Gourmet  Magazine 
Lunch  •  Dinner  •  Cocktails  •  Closed  Sunday 
35  East  60th  St.  (Bet.  Park  &  Madison)' 
Reservations  Sum>ested  758-1051/734-4700 
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Panicky  sellers  push  them  far  too  low,  but 
it's  a  rare  buyer  with  the  courage  and 
skill  to  swoop  in  and  take  advantage. 

BANKRUPTCY 
BARGAINS 


By  Kenneth  L.  Fisher 


There  are  investment  bargains  in 
bankruptcy.  The  problem  is,  most 
folks  buy  stocks  before  the  firms  go 
into  bankruptcy.  The  trick  is  to 
wait  until  afterward. 

Take  Charter  Co.  (3),  which  went 
into  bankruptcy  last  April  and  was 
$1  at  year-end  (see  my  Dec.  31,  1984 
column).  By  mid-February  it  was  up 
300%.  You  can't  get  results  like 
that  from  IBM.  Bankruptcy  inves- 
tors in  Penn  Central,  Miller-Wohl 
or  Toys  "R"  Us  made  fortunes.  And 
those  who  bought  Wickes,  Saxon 
industries  or  even  Equity  Funding 
didn't  do  too  badly,  either.  This  hap- 
pens often  because,  like  leprosy, 
most  folks  are  so  scared  by  the  word 
"bankrupt"  that  panicky  sellers 
push  these  stocks  far  too  low. 

Sure,  it's  risky.  Fortunately,  there 
are  tricks  to  improve  the  odds.  First, 
spread  the  risk.  Diversify.  Buy  lots 
of  different  bankruptcies.  Second, 
recognize  the  way  the  stocks  trade. 
While  they  plummet  in  the  months 
before  bankruptcy  and  drop  another 
30%  to  50%  in  the  first  few  days  of 
bankruptcy,  after  a  few  weeks  the 
stocks  usually  go  to  sleep.  They 
may  drift  slowly  lower  at  year-end 
as  individuals  take  tax  losses. 


Kenneth  L  Fisher  is  a  money  manager  based 
in  Burlingame,  Calif  He  is  author  of  Super 
Stocks,  published  by  Dow  Jones-Irwin. 


If  a  company  is  actually  going  to 
die,  the  stock  will  keep  drifting  low- 
er. But  if  the  company  is  to  survive 
with  a  new,  reorganized  future,  it 
will  take  longer  than  anyone  imag- 
ines, and  the  stock  will  stay  adrift. 
Vulturous  lawyers  drag  out  the  pro- 
cess at  their  pace — they  are  being 
paid  by  the  hour.  No  one  speeds  it 
up.  So  you  need  patience.  There's 
lots  of  time.  Let  the  months  go  by  to 
see  if  the  stock  stabilizes.  Buying 
stocks  that  have  been  in  bankruptcy 
for  a  year  or  more  is  safer  than 
buying  those  that  have  just  filed. 

When  first  in  Chapter  11,  compa- 
nies struggle,  reshuffle  manage- 
ment, write  off  assets,  dodge  the 
media,  reassure  scared  customers, 
placate  bankers  and  generally  sal- 
vage whatever  they  can.  Survival 
may  become  foreseeable  after  about 
12  to  18  months.  Someplace  in 
there  the  stock  may  climb  precipi- 
tously. It  also  may  not. 

What  separates  the  wheat  from 
the  chaff?  Cash  flow  and  dilution.  If 
there  is  enough  cash  flow  so  that 
creditors  may  be  paid  off  slowly, 
even  at  some  modest  discount  from 
full  value,  there  won't  be  the  need 
to  create  more  shares.  And  then  the 
stock  almost  always  does  well. 
Why?  Creditors  know  that  as  the 
dust  is  settling  on  bankruptcies 
they  often  get  a  dime  on  the  dollar. 
The  possibility  of  getting  at  least  a 
half-dollar  encourages  them  to  sit 
tight  as  management  goes  to  work. 

Look  at  Charter  again.  At  year- 
end,  at  $1,  with  17  million  shares 
outstanding,  the  market  said  the 
whole  $3  billion  company  was 
worth  only  $  1 7  million.  If  there  is  no 
future  dilution  and  Charter  ever 
earns  1%  net  aftertax,  it  would  be 
selling  at  only  0.5  times  earnings. 


High  risk?  Yes;  but  high  reward,  too. 
It's  not  hard  seeing  how  Charter  qua- 
drupled to  $4  in  February. 

Most   Wall    Streeters   focus    on 
framings.  But,  the  key  to  bankrupt- 
cies is  cash  flow — earnings  plus  de- 
|  Dreciation  and  amortization.  In  this 
»ame,  the  company  with  lots  of  pro- 
ducing assets  is  at  a  great  advantage. 
Another  risk  reducer  is  the  com- 
pany with  profitable  divisions.  If  a 
significant  part  of  a  company's  busi- 
less  is  profitable  and  the  losses  are 
xmfined  to  divisions  that  can  be 
ihut  down,  management's  resurrec- 
:ion  activities  are  much  simpler.  A 
diversified  company  like  Charter  or 
iVickes  has  a  better  chance  than  a 
me-dimensional  company  like  Piz- 
:a  Time  Theatre,  where  investors 
iren't  apt  to  get  a  dime. 

Sometimes  there  are  two  chances 
or  investors — one  in  bankruptcy 
ind  one  right  after  bankruptcy. 
\gain,  like  leprosy,  bankruptcy's 
mra  is  so  strong  that  it  lingers  after 
he  event  has  passed,  providing  for 
ifter-the-fact  bargains.  Take  recent- 
y  emerged  Wickes.  Its  low  in  bank- 
uptcy  was  3.  It  then  rose  to  8,  but 
t's  only  3V2  now,  giving  buyers  an- 
>ther  chance. 
Often  you  can  buy  a  preferred 
tock  or  bond  that  is  convertible 
nto  common  stock.  This  has  been  a 
raditional  way  to  reduce  risk  while 
rading  off  only  part  of  the  upside 
potential.  It  works.  Risk  is  reduced 
>ecause,  if  the  company  is  liquidat- 
:d,  the  preferred  comes  before  the 
ommon  stock.  But  I  often  recom- 
nend  the  common;  if  the  company 
can't  be  saved,  usually  there  isn't 
nuch  left  for  the  preferred  stock-  or 
ondholders,  either. 
Finally,  don't  pay  too  much.  A . 
lypical  industrial  bankruptcy  usual- 
y  has  a  tiny  total  market  capitaliza-' 
ion  (price  times  total  shares  out- 
tanding) — less  than  10%  of  its  an- 
mal  revenues.  When  it's  just 
merging  from  bankruptcy,  as 
Vickes  now  is,  it  might  sell  for  10% 
0  15%  of  revenues. 
Besides  Charter  and  Wickes,  what 
re  some  interesting  bankruptcies? 
lere  are  some  that  are  either  in 
Chapter  11  or  have  recently  come 
'Ut:  Bobbie  Brooks  (1);  Continental 
.Mines  (10);  Evans  Products  (2);  Hard- 
\Hcke  Cos.,  convertible  preferred  (1); 
loss  Corp.  (1);  Lionel  Corp.  (5);  Man- 
ille  (7);  Mestek  (3);  Rusco  Industries 
A);  Saxon  Oil  (1);  Storage  Technology 
5);  and  Wilson  Foods  (8).  Remember, 
iversify  and  don't  put  too  much  in 
ny  one  bankruptcy.  ■ 
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Why  you  deserve  more 

than  discounts  from  your 

discount  broker. 


"Certainly,  commission 
discounts  are  important.  But 
there  are  many  services  that  are 
just  as  important.  And  I  believe 
that  when  you  choose  a  broker- 
age firm,  you  should  get  a 
complete  package.  That  means 
discounts  and  services!' 

-Charles  R.  Schwab,  Chairman  and  Founder 
You'll  get  these  services  at  Schwab: 

i/0  24-hour,  7-day-a-week  order  entry 

service.  So  you  can  place  your  trades 
whenever  it's  most  convenient  for  you. 

i/*  Instant  order  execution  on  most 
market  or  market  type  orders. 

\S  Increased  buying  power  with  low 
cost  margin  loans. 

\S  Over  200  no-load  and  low  load 
mutual  funds  that  you  can  buy  through 
your  Schwab  discount  brokerage 
account.  It's  just  as  easy  as  buying 
stocks.  (Prospectuses  available) 

i/'  Clear,  comprehensive  account 
statements. 


i/"  $2,500,000  protection  for 
your  securities  at  Schwab 
(limited  to  $100,000  for  claims 
in  cash). 

iX  No  sales  pressure— ever. 

iS  Plus  discounts  of  up  to  76% 
on  commissions  compared 

to  rates  charged  by  full-commission 

firms. 

CALL  TOLL  FREE  TODAy" 

for  a  free  booklet  describing  Schwab's 
quality  services  and  discounted  commissions 

1-800-826-2700 

In  Nebraska  call  1-800-227-3800 

24  hours  a  day,  7  days  a  week. 

Charles  Schwab 


DISCOUNT  BROKERAGE 

HI  A  BankAmenca  Company 


SfPC 


,..      FOABY 

Americas  Largest  Discount  Brokerage  Firm 
Member  New  York  Stock  Exchange,  Inc. 

101  Montgomery  St.,  San  Francisco,  CA  94104 


INVEST  OVERSEAS 

AS Y  WAY. 


Now  you  can  bring  home  the 
performance  of  foreign  stocks. 
The  new  Fidelity  Overseas 
Fund  makes  international 
investing  easy.  With  just 
a  toll-free  call  to  Fidelity. 
Call  today.  Get  a  free  fact  kit. 
Start  with  $2500.  $500  for  IRAs. 

For  more  complete  information,  including  management 
fees,  expenses,  and  the  Fund's  3%  sales  charge,  call,  write  or  visit  Fidelity 
for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
1-800-544-6666  (In  Mass.  617-523-1919).  Fidelity  Distributors  Corporation, 
P.O.  Box  832,  82  Devonshire  Street,  Boston,  MA  02103,  Dept  JB  052085 

Overseas  Fund 


Fidelity  Investments 

Call  Ftee  1-800-544-6666 


Fidelity  Overseas  Fund  is  not  currently  available  for  sale  to  residents  of  some  states,  including  California,  Maine  and 
New  Hampshire. 
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MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


With  the  dollar  in  decline,  the  American 
consumer's  priorities  will  change. 

THE  RETURN  OF 

THE  PRODIGAL 

INVESTOR 


since  the  underpinnings  of  the 
economy  are  gradually  weakening, 
the  stock  market — anticipating 
these  developments,  which  are  still 
6  to  12  months  in  the  future — will 
weaken  as  well. 

Reinforcing  this  dire  view  is  the 
conviction  among  many  investors 
that  a  number  of  powerful  nega- 
tives, all  acting  simultaneously, 
have  appeared.  More  than  half  of  the 
investors  that  my  staff  and  I  have 
just  surveyed  (352  out  of  619)  cite 
these  factors: 

First,  corporate  earnings  will  de- 
cline— and,  what  is  worse,  they  will 
be  less  than  those  forecast  by  indus- 
try analysts.  That  will  cause  abrupt 
and  even  startling  drops  in  the 
prices  of  stocks,  such  as  those  seen 
recently  in  Data  General  and  Texas 
Instruments. 

Second,  interest  rates  will  climb 
later  in  the  year,  thanks  in  part  to 
the  decline  of  the  dollar. 

Third,  the  employment  bubble,  as 
the  members  of  my  sample  keep 
calling  it,  will  burst.  That  is,  many 
investors  are  now  of  the  opinion 
that  the  magnificent  achievement 
of  the  U.S.  economy  in  job  cre- 
ation— more  than  7  million  new 
jobs  in  the  last  four  years — has  been 
overdone.  "I  see  people  being  hired 
to  fill  service  positions  that  I  don't 
think  will  be  there  when  the  next 
recession  hits,"  says  a  retailing  ex- 
ecutive in  New  York. 

These  views  are  so  widely  held 
that  they  almost  have  to  be  wrong. 
My  guess  is  that  expectations  of  a 
looming  recession  have  become  so 
widespread  that  they  are  unlikely  to 
be  fulfilled.  For  one  thing,  execu- 
tives are  taking  steps — primarily 
leaner  inventories  and  smaller  man- 
agerial staffs — to  help  circumvent 


Do  you  believe  we  are  about  to  have 
a  strong  stock  market  rally?  If  you 
are  anything  like  the  investors  I 
monitor,  the  answer  is,  "Of  course 
not."  Contrarians,  rejoice!  This 
means  that  the  odds  of  a  strong  rally 
in  the  next  three  months  have 
reached  their  highest  level  so  far 
this  year. 

The  views  of  the  pessimistic  ma- 
jority can  be  summarized  as  fol- 
lows: "The  most  important  charac- 
teristic of  the  U.S.  economy — and 
the  one  that  has  the  greatest  impact 
on  stock  prices — is  its  cyclically. 
Face  it,  this  cycle  is  over.  We've  had 
a  recession  in  1982,  a  strong  recov- 
ery in  1983  and  a  rapid  expansion  in 
1984,  and  now  it's  time  for  the 
economy  to  cool  down  again.  That 
will  be  followed  by  an  inevitable 
slide  into  recession  some  time  later 
this  year  or  early  in  1986." 

Without  realizing  it,  these  inves- 
tors adhere  to  the  rather  simplistic 
view  that  the  market  is  merely  a 
discounting  mechanism:  What  you 
see  today  (in  the  market)  is  what 
you  will  get  t6morrow  (in  the  econ- 
omy),   and  vice   versa.    Therefore, 

Dr  Sru/ty  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  . 


the  damage  they  see  on  the  horizon. 

People  need  a  reason  to  spend.  If 
they  have  to  have  something  imme- 
diately (for  instance,  food),  they  will 
buy  it.  But  a  careful  analysis  of  actu- 
al spending  behavior  indicates  that 
many  purchases  can  be  postponed, 
and  usually  are.  In  an  age  when 
most  of  the  things  people  buy  aren't 
essential,  the  pressure  to  make  a 
purchase  right  now  isn't  present. 

It  was  different  during  the  period 
of  high  inflation  from  the  late  1960s 
through  the  early  1980s.  "If  I  don't 
buy  it  now — right  now,"  people  re- 
peatedly told  me  then,  "it  will  cost 
me  more  tomorrow."  But  once  in- 
flation started  to  lose  its  grip  on  the 
minds  of  middle-  and  upper-income 
individuals,  the  urgency  went  out  of 
their  spending.  By  mid- 1982  they 
knew  it  was  no  longer  necessary  to 
rush  to  make  a  purchase. 

What  did  they  do  with  the  money 
they  weren't  spending  so  impulsive- 
ly on  everyday  items?  Many  of  them 
invested  it,  and  the  stock  market 
benefited  that  year. 

But  then  the  urge  to  spend  surged 
again.  This  time  it  was  fueled  by  the 
strong  dollar,  which  suddenly  made 
foreign  goods  and  foreign  travel  at- 
tractive. The  bargain  mentality  is 
powerful  among  American  consum- 
ers, and  I  have  found  that  they  will 
bypass  an  American-made  product 
that  is  list-priced,  inexpensive  and 
useful  and  buy  something  much 
more  expensive  and  unnecessary  if 
they  think  they  are  getting  it  at  a 
discount.  Buyers  of  many  Japanese 
cars  the  last  two  years  told  me  that 
they  were  willing  to  pay  over  the 
sticker  price  because  they  felt  that 
the  strong  dollar  had  made  Japanese 
cars  such  bargains. 

With  the  dollar  falling — or,  more 
to  the  point,  with  its  rapid  rise 
over — the  urgency  to  buy  now  rath- 
er than  later  is  evaporating.  Just  as 
with  inflation,  which  this  factor  re- 
placed, people  are  starting  to  shop 
before  they  buy.  The  dollar-induced 
stampede,  like  the  inflation-in- 
duced one  before  it,  is  ending. 

This  may  be  somewhat  bad  for 
business,  but  it  will  be  good  for  the 
stock  market.  As  in  1982,  people 
will  be  spending  more  cautiously 
and  thus  having  a  bit  more  to  in- 
vest. With  interest  rates  now  down, 
I  think  the  odds  in  the  next  few 
months  of  a  recurrence  in  the  mar- 
ket of  an  August  1982-type  buying 
binge  (though  not  as  intense  this 
time)  are  better  than  they  have  been 
for  quite  a  while.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


This  activity  can  be  carried  on  profitably 
for  years,  but  beware.  One  low-probabili- 
ty event  can  send  you  to  the  poorhouse. 

CAUGHT  NAKED 


By  Stanley  W.  Angrist 


When  traders  are  introduced  to  the 
options  market,  the  first  questions 
that  come  into  their  heads  are: 
"When  I  am  buying  options,  who 
am  I  buying  them  from?"  and  "Why 
are  they  selling  them?"  The  an- 
swers: traders  who  don'c  believe 
that  the  underlying  futures  contract 
is  going  to  reach  the  strike  price  of 
the  option  sold.  If  they  are  correct  in 
their  assessment — and  they  are 
about  90%  of  the  time — then  they 
can  pocket  the  premium  that  the 
option  buyer  shelled  out. 

This  line  of  reasoning  leads  one  to 
believe  that  since  most  options  ex- 
pire worthless,  then  all  one  has  to 
do  is  become  an  option  seller  and 
ipso  facto  one  becomes  rich.  Alas,  it 
is  not  nearly  that  simple.  A  naked 
option  seller  accepts  a  large  prob- 
ability of  realizing  a  small  gain  and 
a  small  probability  of  sustaining  a 
large  loss.  Contrarily,  an  option  pur- 
chaser has  a  large  probability  of  real- 
I  izing  a  small  loss  and  a  small  prob- 
|  ability  of  experiencing  a  large  gain. 
I  Naked  option  sellers  sooner  or  later 
i  learn    the    difference    between    an 
<  event  with  a  zero  probability  and 
I  one  with  a  small  probability,  such 
as  those  represented  by  the  tails  of 

Stanley  W.  Angrist  is  a  commodity  specu- 
|  lator,  consultant  and  longtime  observer  of 
the  commodity  markets. 


the  distribution  shown  in  the  chart. 
That  difference  can  have  a  profound 
effect  on  a  trader's  bank  account. 
(The  term  naked,  in  the  case  of  a 
.  call  seller,  means  that  he  is  not  long 
an  underlying  futures  contract  for 
the  same  commodity.) 

Consider  what  happened  in 
March  to  three  traders  on  the  Com- 
ex  who  were  extremely  bearish  on 
gold.  They  had  been  selling  gold  op- 
tions naked  for  a  couple  of  years. 
They  could  not  believe,  nor  appar- 
ently could  the  firm  that  handled 
their  trades,  that  the  price  of  gold 
would  jump  $35  in  one  day.  It  was  a 
low,  but  not  zero,  probability  event. 
They  were  short  12,000  gold  op- 
tions between  them.  That  one-day 
price  rise  generated  a  $26  million 
margin  call,  which — surprise — they 
couldn't  meet.  It  brought  down  the 
firm  they  cleared  through  and  tied 
up  the  funds,  at  least  temporarily,  of 
about  100  other  clients  who  traded 
through  the  firm. 

This  unhappy  event  should 
change  the  way  clearing  firms  pro- 
tect their  clients  from  the  trading 
excesses  of  a  few  customers.  It 
should  also  cause  exchange  clearing 
houses  to  check  to  see  if  huge  mar- 
ket positions  might  be  traced  back 
to  a  single  pool  of  capital.  (Two  of 
the  principals  in  this  case  are  a  mar- 
ried couple  and  the  third  was  an 
associate  of  the  couple.)  But  the  les- 
son for  all  of  us  to  learn  is  that 
selling  options  naked  is  a  long  way 
from  shooting  fish  in  a  barrel. 

One  way  to  avoid  the  unexpected 
low-probability  event  is  to  trade 
only  protected  option  positions. 
(Obviously,  the  other  way  is  never 
to  sell  such  a  large  number  of  op- 
tions naked  that  a  large,  adverse 
price  move  could  jeopardize  your 


financial  well-being.)  The  butterfly 
spread  is  a  strategy  that  allows  you 
to  profit  from  an  underlying  futures 
contract  without  having  to  forecast 
the  price  direction  of  that  contract. 
Butterflies  also  have  strictly  limited 
risk  and  profit  potential. 

For  example,  consider  a  butterfly 
based  on  the  S&P's  500  index, 
which  closed  at  179.42.  A  butterfly 
could  be  set  up  by  buying  one  June 
175  call  for  8.10  and  one  June  185 
call  for  2.45.  The  body  of  the  butter- 
fly is  set  up  selling  two  June  1 80s  for 
4.80  each.  The  cost  of  the  trade  is 
found  by  adding  the  price  of  the  long 
options  (8.10  +  2.45  =  10.55)  and 
then  subtracting  the  value  of  the 
two  options  sold  (2  x  4.80  =  9.60), 
for  a  net  debit  for  this  trade  of  0.95. 

In  the  case  of  an  S&P's  futures 
contract  these  premium  numbers 
may  be  turned  into  dollars  by  multi- 
plying by  500,  so  this  spread  would 
cost  $475.  This  is  also  the  maxi- 
mum loss  plus  commissions.  The 
maximum  profit  would  occur  if  the 
S&P's  cash  index  closed  at  the 
strike  price  of  the  options  sold — in 
this  case  180.  The  maximum  profit 
would  be  4.05  points,  or  $2,025.  The 
cost  of  doing  this  trade  would  be  the 
maximum  risk,  or  $475. 

The  trade  involves  four  separate 
options,  so  it  should  only  be  at- 
tempted if  highly  discounted  com- 
missions are  used.  It  could  be  done 
at  a  discounter  for  about  $100.  ■ 


Shape  of  disaster 


The  chart  shows  that  the  further  a 
futures  price  moves  from  its  cur- 
rent price  (a)  the  lower  the  prob- 
ability that  that  price  will  be 
reached.  For  example,  the  probabil- 
ity (pi),  that  the  price  (al)  will  be 
reached  is  significantly  lower  than 
the  probability  (p2)  that  the  price 
(a2)  will  be  reached.  The  important 
thing  for  option  traders  to  realize  is 
that  though  the  probability  of 
reaching  an  extreme  price  is  low  it 
is  not  zero. 


Probability  of  occurence 


p2 


P' 


'CuiTCDt  price. 
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Streetwalker 


Next? 

Now  that  Arco  plans  to  spend  up  to 
$4  billion  buying  in  shares — "re- 
structuring," as  the  current  buzzword 
has  it — everyone  is  guessing  which 
company  in  the  oil  patch  will  be  the 
next  to  prospect  for  a  big  chunk  of  its 
own  stock.  According  to  one  big  mon- 
ey manager,  $3.5  billion  (sales)  Kerr- 
McGee  Corp.  is  a  natural.  Recently 
the  52.8  million  NYSE  shares  were 
selling  around  32,  just  off  their  12- 
month  high.  Although  Oklahoma 
City-based  K-M  already  has  $665  mil- 
lion, or  $12.60  a  share,  of  long-term 
debt,  its  cash  flow  (including  explora- 
tion expenses)  amounts  to  $9.10  a 
share  after  dividends — enough  to  pay 
off  that  debt  in  just  17  months.  So 
Kerr-McGee  presumably  could  in- 
crease its  leverage  as  much  as  another 
$  1  billion  in  order  to  buy  back  shares 
without  impossible  strain.  At  current 
prices  this  would  shrink  the  market 
capitalization  by  some  60%. 

A  buy-in  makes  economic  sense  as 
well.  Kerr-McGee's  prospects  for  add- 
ed profit  from  its  undeveloped  oil  and 
gas  properties — unlike,  say,  Amo- 
co's — are  at  best  average. 

There's  also  the  possibility  of  a  hos- 
tile takeover  bid.  Insiders,  including 
former  Chairman  Dean  McGee,  81, 
own  less  than  4%  at  present.  "This 
stock  is  too  cheap,"  the  money  man- 
ager says.  "Either  Kerr-McGee  will 
raise  the  value,  or  somebody  else  will 
do  it  for  them." — Thomas  Jaffe 


No  putt-putt 

T three  years  ago  conglomerate  Whit- 
taker  Corp.  failed  in  a  bid  for 
Brunswick.  Lately  Irwin  Jacobs  has 
been  trying  to  take  over  AMF.  Can 
fellow  leisure  goods  maker  Outboard 
Marine  Corp.  be  far  behind?  The  $922 
million  (sales)  manufacturer  of  out- 
board motors  under  the  Johnson  and 
Evinrude  names  is  finishing  a  three- 
year,  $100  million  program  to  replace 
40%  of  its  capacity  with  modern  plant 
and  equipment.  Outboard's  newest 
wrinkle:  the  first  V-8  outboard  motor, 
meant  to  compete  against  diesel  and 
automotive-type  engines.  Besides 
having  a  40%  to  50%  hold  on  the 
world  market,  Outboard  is  a  money 
machine.  It  has  ended  every  year  since 
1981  with  an  average  of  more  than 
$90  million  in  the  till.  Over  the  same 
period  cash  flow  averaged  almost  $70 


million,  or  $4.10  a  share.  At  a  recent 
price  of  around  24 — down  from  a  52- 
week  high  of  31V2  in  February — the 
16.8  million  NYSE  shares  sell  for  just 
six  times  average  cash  flow. 

An  acquisitor  would  have  to  make 
do  with  bumpy  prospects  over  the 
near  term.  For  the  September  1985 
fiscal  year  analyst  Lee  Isgur  of  Paine 
Webber  thinks  the  company  will  earn 
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Outboard  Marine's  V-8  in  action 
Pirates  on  the  horizon? 

$2.57  a  share,  off  15%  from  1984.  In 
fiscal  1986,  however,  he  expects  earn- 
ings will  be  up  to  $3.45.  Although 
Isgur  discounts  the  rumors,  he  admits 
a  takeover  is  possible.  The  founding 
Briggs  family  and  other  insiders — who 
own  10%  of  the  stock — wouldn't  be 
an  obstacle.  If  there  is  going  to  be  a 
bid,  look  for  it  in  the  30s.— T.J. 


Wrong  number? 

Some  U.S.  money  managers  think 
British  Telecom  Pic,  which  went 
public  last  December  in  a  $4.7  billion 
offering,  looks  like  a  smashing  short 
sale.  U.S.  investors  may  think  they 
are  buying  Telecom's  American  De- 
positary Receipts  for  a  bargain  $17 
apiece.  But  at  current  exchange  rates 
they  will  have  to  pay  in  an  additional 
$  1 0  per  ADR  over  the  next  year.  In  the 
U.K.,  staggered  payment  offerings  are 
common.  So,  on  a  fully  paid  basis,  BT 
really  sells  for  about  15  times  current 
earnings — more  like  a  technology 
company  than  an  operation  with 
around  half  its  revenues  from  mature 
parts  of  the  telephone  business.  The 
bears  growl  that  profits  from  oper- 
ations won't  grow  much  more  than 
10%  a  year.  That  doesn't  justify  a 
yield  of  4%— well  below  that  of 
AT&T  or  the  Bell  regionals.  Telecom 
also  sells  at  about  a  40%  premium  to 
other  British  industrials. 
But  the  shorts  will  need  plenty  of 


patience.  BT  has  some  unique  prop 
shoring  it  up.  Telecom's  weighting  i 
the  Financial  Times  market  index  ir 
eludes  its  entire  value,  even  thoug 
the  government  will  keep  its  49.8%  c 
Telecom  at  least  until  1988.  Inde 
funds  and  institutions  snapped  up  th 
shares  with  such  a  vengeance  that  th 
stock  nearly  doubled  on  its  first  day  c 
trading.  Recently,  Telecom's  ADR 
were  up  almost  200%  from  their  $ 
opening  price. 

Private  investors  in  the  U.K.,  wh 
hold  roughly  one-third  of  the  3  bil 
lion-plus  shares  offered,  are  in  n 
hurry  to  sell,  either.  They  were  wooe< 
by  a  multimillion-dollar  marketin 
campaign  that  included  the  promis 
of  either  rebates  on  phone  bills  or 
10%  stock  dividend  if  they  hang  on  U 
their  shares  for  three  years. 

Sooner  or  later,  though,  the  short 
say  they  will  prevail  because  Telecon 
still  hasn't  proved  it  can  turn  a  sub 
stantial  profit  in  new  technologies.  It 
best  hope:  cutting  costs  and  raisin  1 
margins  by  cutting  the  work  force.  1 
AT&T  is  any  benchmark,  Britisl 
Telecom  will  find  that  being  a  high 
growth  company  takes  more  than  be 
ing  lean. — Mark  Clifford 


Family  trees 

Investors     tramping    through    thnt 
thicket  of  forest  products  and  papet 
companies  looking  for  takeover  tan 
gets  can't  help  but  stumble  on  $99' 
million  (sales)  Potlatch  Corp.  of  Sai 
Francisco.  The  Weyerhaeuser  family! 
(the    same    clan    that    started    gian  1 
Weyerhaeuser  Co.)  and  descendant: 
of  the  other  founding  partners  own 
some  40%  of  Potlatch's  15.4  millior 
shares.    Trading    in    the    Big    Boarcr= 
shares  is  so  thin  that  when  844,00( 
changed  hands  at  a  price  of  33  in  late  I. 
February,    it    amounted    to    roughly 
35%  of  the  annual  volume.  Apparent  | 
ly  none  of  the  controlling  sharehold  | 
ers  were 'sellers   that   day.   And  aL 
though  no  13-D  form  has  been  filec  . 
with  the  SEC,  an  outsider  probabh  n 
bought  a  big  chunk  of  the  stock. 

Potlatch  is  attractive  because  it  is 
more  self-sufficient  in  wood  fibei 
than,  say,  Boise  Cascade,  Champion 
International  or  Louisiana-Pacific  | 
The  company  is  second  only  to  Inter-  .. 
national  Paper  in  bleached  paper- 
board — for  milk  cartons,  cups  and 
plates.  Because  it  produces  high 
grades  of  coated  and  uncoated  free 
sheet  papers,  Potlatch  is  benefiting 
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from  the  growth  in  special  interest 
magazines  and  mail  catalogs.  On  the 
strength  of  these  businesses,  earnings 
last  year  rose  41%,  to  $2.86  a  share. 

■  But  Sherman  Chao  of  Salomon 
|  Brothers  estimates  the  company  will 

;arn  only  $3.25  a  share  this  year,  up 
t  ust  14% .  So  at  a  recent  price  of  33  Vi — 
ii  P/E  of  10 — it's  no  buy  on  earnings, 
t  Potlatch's  problem  is  that  wood  prod- 
bets — more  than  40%  of  assets  and 
^0%  of  sales — have  been  marginally 
iwofitable  at  best  since  1980.  Nor  is 
£:here  relief  in  sight,  as  that  industry 
i  px>ans  with  overcapacity.  As  a  result, 
:  'otlatch,  with  a  decidedly  below  aver- 
age return  on  assets,  has  little  to  show 
for  the  ambitious  $600  million  capital 
urogram  it  completed  in  1981.  To  im- 
prove returns  some,  over  the  next  four 
;/ears  Potlatch  intends  to  spend  $159 
inillion  on  its  big  pulp  and  paperboard 

:omplex  in  Lewiston,  Idaho,  and  also 

las   earmarked   $150   million  for  a 

vlinnesota  paper  plant, 
i  Meanwhile,  asset  hunters  are  focus- 
ing on  Potlatch's  manufacturing  as- 
sets, on  the  books  at  some  $42  a  share. 
kts  timber:  $16  a  share.  Potlatch's 
i.trong  cash  flow  has  enabled  it  to  cut 
long-term  debt  from  36%  to  28%  of 
total  capital  since  1980.  The  Weyer- 
fiaeusers  and  fellow  scions  haven't 

■  old  out.  So  far.— T.J. 


Contain  yourself 

[n  the  Seventies  glass  container 
,  maker  Brockway,  Inc.  looked  at- 
tractive enough  that  even  the  likes  of 
Tenry  Singleton  bought  in.  Teledyne 
today  owns  30%  of  the  8.1  million 
KYSE  shares.  But  it's  been  rocky  ever 
jfince  1978,  when  the  company  earned 
I  record  $26  million,  or  $3.53  a  share, 
La  sales  of  $525  million,  and  the  stock 
\raded  above  a  price  of  20.  Last  year  it 
Urned  just  $6.1  million,  or  $1.25  a 
ihare,  on  sales  of  $964  million. 

Recently,  however,  Brockway  again 
ivas  selling  near  22 — up  27%  since  the 
beginning  of  the  year.  Not  bad.  Dur- 
ing the  same  time,  industry  leader 
Owens-Illinois  is  up  only  11%.  Trou- 
ble is,  it  can't  be  because  of  Brock- 
Vay's  earnings  prospects.  Analyst  Ar- 
feur  Stupay  of  Prescott,  Ball  &  Tur- 
een estimates  they  will  be  only  $1.50 
b  $2  a  share  in  1985. 
i  Takeover  rumors  may  be  the  cul- 
prit. But  with  the  stock  trading  at 
bore  than  11  times  estimated  1985 
■amings,  and  at  not  much  below  book 
alue,  Stupay  doesn't  expect  a  deal — 
k  least  not  one  offering  the  prospect 
-f  a  big  gain  above  current  levels. 

No  message  in  this  bottle.— T.J. 
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Zero  in  on  high  tax-free  yields 


Introducing  the  T.  Rowe  Price  Tax-Free  High  Yield  Fund 

This  Fund  offers  high  tax-free  yields  that,  on  an  equivalent  basis,  can 
surpass  those  of  most  taxable,  income-oriented  investments.  With 
today's  high  tax-free  yields,  this  means  that  more  investors  in  more 
tax  brackets  can  enjoy  the  rewards  of  tax-free  income. 

Pursuing  the  highest  income  over  the  long  term,  the  Fund  invests 
in  long-term,  medium-quality  municipal  bonds.  Aggressive  manage- 
ment should  help  sustain  high  current  income  and  reduce  the  risks 
associated  with  these  types  of  bonds. 

The  minimum  investment  is  $1,000,  and  there  is  no  sales  charge. 
For  more  information,  phone  toll  free 
1-800-638-5660.  #fca 

T.RoweRicejT 

Invest  With  Confidence  ^BMk 

Mail  to:  T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore  MD21202 
Please  send  me  a  free  Tax-Free  High  Yield  Fund  information 
kit  and  prospectus,  with  more  complete  information, 
including  management  fees  and  other  charges  and 
expenses.  I  will  read  them  carefully  before  I  invest 
or  send  money. 


Name 


Address 


City 


State  Zip        TH  146 

"Some  income  may  be  subject  to  state  and  local  taxes. 
T  Rowe  Price  Investment  Services.  Inc  .  Distributor 
Member  SIPC 


New  Tax-Free  High  Yield  Fund:  call  1-800-638-5660 


Twentieth 
Century 

is  not  like 
a  bank. 

Thank 
goodness. 


Bank  deposits  are  usually  insured.  Twen- 
tieth Century's  investments  are  not.  Banks 
generally  offer  accounts  that  pay  fixed  interest 
rates,  while  the  values  of  Twentieth  Century's 
shares  fluctuate  with  the  market.  So  why  con- 
sider a  Twentieth  Century  investment?  In 
a  word,  opportunity.  The  opportunity  for 
the  kind  of  return  Select  Investors  has  re- 
corded over  the  past  ten  years:  an  annual  com- 
pound rate  of  28%.*  Banks  are  fine  for  some  things. 
But  if  it's  opportunity  you're  looking  for,  bank  on 
Twentieth  Century. 

Want  to  know  more?  For  complete  information  about 
Twentieth  Century's  seven  funds,  write  or  call  for  a 
free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  prospectus  to: 


Address. 


City_ 


State. 


.  Zip. 


FBS850520  P.O.  Box  200,  Kansas  City,  Missouri  64141  (816)  531-5575 

•Reflects  performance  of  Twentieth  Century's  Selecl  Investors  from  October  31, 1974toOctober31,  1984.  Assumes 
reinvestment  of  capital  gains  and  investment  income  distributions.  These  figures  supplement  those  found  on  page 
7  of  the  Annual  Report.  Past  performance  is  not  a  guarantee  or  projection  for  future  results. 
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First  National  Bank  of  Memphis  183 


Fleet  Financial  Group  

Florida  National  Banks  of  Florida  

Florida  Steel 1 

Florida  West  Coast  Broadcasting  2 

Fondiaria  2 

Ford  Motor 224,  2! 
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Forefront  2 
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Gay  International 

General  Foods 48,  2 
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Gilbane  Building  1' 
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GT  Management  2( 

GTE 14, 
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Institutional  Investor  It 
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International  Business 

Information  5 

International  Banknote  1 
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InterNorth  15 
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Kemper  Insurance  16 
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Kerr-McGee  278 

KFC  132 

Kidder,  Peabody 176 

Kimberly-Clark  268 

Kom/Ferry  International  198 

Koss 274 

Kwasha  Lipton  196 
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Lance 126 
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Lionel  274 

iipper  Analytical  Securities  38 

iLoews  254 

ong  Island  Lighting  14,  256 

-otus  Development  240 
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THIS  FOURTH 

OFJULXYOUCAN 

ADVERTISE  IN  THE, 

DECLARATION  OF 

INDEPENDENCE. 


Don't  miss  this  summer's  most  important  business  advertising  opportunity. 
In  a  special  Independence  Day  salute,  the  July  Inc.  will  feature  scores  of  exclusive 
interviews  with  the  Founding  Fathers  of  the  Entrepreneurial  Revival.  The  busi- 
ness legends  whose  bold  pioneering  spirit  is  revolutionizing  the  U.S.  economy. 
Whose  words— and  achievements— will  be  an  inspiration  to  all  Inc.  companies 
and  Inc.  readers. 

Shouldn't  your  words  be  there  too?  Issue  closes  May  15.  Call  your  Inc. 
regional  manager. 


Inc. 


America's  access  to  private  companies. 

38  Commercial  Wharf,  Boston,  MA  02110  (617)  227-4700 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 


Sixty  years  ago  in  Forbes 

<rom  the  issue  of  May  15,  1925) 

.Notwithstanding  recent  events  in 
iermany  and  in  the  Balkans,  funda- 
lental  conditions  in  this  country  are 
o  sound  that,  following  normally  qui- 

f  t  summer  business,  it  is  reasonable  to 
50k  for  a  distinct  quickening  of  the 
usiness  pace  in  the  fall  and  winter 
lonths.  Domestic  consumption  of 
be  necessaries,  the  comforts  and  the 
oxuries  of  life  is  steadily  increasing; 
tie  latest  authoritative  estimate  puts 
ur  population  at  114,311,000." 


'etroit  worried  about  saturation  even  in 
>e  Twenties,  this  cartoon  suggests 


Tax  receipts  for  the  first  nine 
lonths  of  the  current  fiscal  year,  end- 
i  Apr.  1,  were  $1.9  billion,  of  which 
jicome  taxes  contributed  $1.3  billion. 
!he  total  amount  is  only  $218  million 
:ss  than  in  the  corresponding  nine 
;ionths  of  last  year,  despite  the  heavy 
:duction  in  income  taxes." 

ifty  years  ago 

i'rom  the  issue  of  May  15,  1935) 

Twelve  years  ago  an  ex-railroad  shop 
i^prentice  took  hold  of  a  bankrupt 
iJtomobile  company.  His  sales  now 
arpass  Ford's. 

"This  is  America's  most  outstand- 
ig  business  achievement  of  the  last 
2cade.  In  the  first  quarter  of  this  year 
ids  country-bred  boy's  company 
irned  a  profit  of  $9  million,  equal  in 
tie  three  months  to  $2.12  a  share. 
,nd  his  enterprise  has  paid  off  its  last 


Ford's  Comet,  one  of  the  growing  group  of  U.S.  compact  cars  in  the  early  1960s 


dollar  of  bonded  indebtedness. 

"That,  in  brief,  is  the  phenomenal 
achievement  of  Walter  P.  Chrysler." 

"Late  in  April,  New  York  became  the 
fourth  state  to  sign,  seal  and  deliver 
an  'unemployment  insurance'  law. 
Others:  Wisconsin,  whose  law  be- 
came effective  July  1,  1934;  Washing- 
ton and  Utah,  whose  laws  go  into 
effect  only  if  and  when  a  federal  law 
does.  Under  the  terms  of  the  New 
York  act,  employers  contribute  to  the 
benefit  fund  beginning  on  Mar.  1, 
1936;  on  Jan.  1,  1938,  the  first  pay- 
ments to  workers  can  be  made." 

"The  strike  at  the  Chevrolet  transmis- 
sion plant  in  Toledo  and  subsequent 
shutdowns  serve  only  to  emphasize  la- 
bor politics  as  an  important  element  in 
current  disturbances.  The  unions  are 
fighting  for  control  of  future  industrial 
relationships  within  the  automotive 
industry;  they  hope  to  force  the  closed 
shop  on  many  manufacturers.  Un- 
questionably that  desire  is  at  the  base 
of  current  trials  of  strength.  The  sur- 
face issues  promoted  in  individual  in- 
stances are  results,  not  causes.  .  .  ." 

French  superliner  Normandie,  which 
burned  during  refitting  in  World  War  II 


Twenty-five  years  ago 

(From  the  issue  of  May  15,  1960) 

"The  compacts  have  been  steadily  in- 
creasing their  share  of  total  U.S.  auto 
output.  With  its  new  compact  Comet 
coming  into  volume  production,  Ford 
has  just  short  of  half  its  output  in  com- 
pact cars.  .  .  .  Just  23%  of  total  output 
last  quarter,  the  big  cars'  little  brothers 
by  last  month  had  risen  to  29% ." 

"From  London  comes  news  that 
should  cheer  every  foreigner  who  has 
ever  struggled  with  the  time-honored 
but  utterly  confusing  British  system 
of  farthings,  pence,  shillings  and 
pounds.  It  seems  that  the  British  are 
considering  adopting  a  decimal  sys- 
tem of  coinage.  The  change  has  just 
received  tentative  approval  from  a 
joint  committee  representing  busi- 
ness and  science." 

Ten  years  ago 

(From  the  issue  of  May  15,  1975) 

"In  the  real  world,  few  situations  are 
black  and  white;  what  looks  smart 
today  may  look  dumb  tomorrow — 
and  vice  versa.  The  past  few  years 
have  shown  that  business  is  master  of 
its  own  fate  only  to  a  limited  degree. 
As  this  realization  dawned,  the  smart 
manager  became  less  willing  to  take 
giant  risks.  .  .  . 

"During  the  Fifties  and  Sixties 
there  grew  up  in  the  U.S.  an  accepted 
pattern  for  businessmen.  It  involved 
the  three  'Ds':  Debt,  Diversification 
and  Decentralization.  .  .  .  [But]  sud- 
denly the  rules  changed.  The  post- 
World  War  II  era  gave  way  to  the  post- 
OPEC  era.  'Growth'  suddenly  became 
a  trap,  debt  a  threat  to  solvency  and 
excessive  decentralization  an  invita- 
tion to  disaster." 
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It  sounds  too  simple  to  say 
that  lack  of  self-insight 
causes  our  griefs,  but  that 
is  the  plain  fact. 
Vernon  Howard 


The  man  who  has  no  inner  life 
is  the  slave  of  his  surroundings. 
Henri  Frederic  Amiel 


Mere  wishes  and  desires  but 
engender  a  sort  of  green 
sickness  in  people's  minds, 
unless  they  are  promptly 
embodied  in  act  and  deed. 
Samuel  Smiles 


If  I  wanted  to  punish  an 
enemy,  it  should  be  by 
fastening  on  him  the  trouble 
of  constantly  hating  somebody. 
Hannah  More 


Men  are  grateful  to  the 
degree  that  they  are  resentful. 
Jonathan  Swift 


It  will  be  generally  found 
that  those  who  sneer  habitually 
at  human  nature  are  among  its 
worst  and  least  pleasant  examples. 
Charles  Dickens 


Nothing  on  earth  consumes  a 
man  more  completely  than  the 
passion  of  resentment. 
Friedrich  Nietzsche 


Little  things  are  great 
to  little  men. 
Oliver  Goldsmith 


The  faults  that  make  a 
man  absurd  seldom  make  him 
hateful;  he  escapes  loathing 
through  ridicule. 
Joseph  Joubert 


A  man's  doubts  and  fears 
are  his  worst  enemies. 
William  Wrigley  Jr. 


Thoughts 

on  the  Business  of  Life 


Jealousy  is  an  inner 

consciousness  of  one's 

own  inferiority.  It  is 

a  mental  cancer  hard  to 

cure.  But  unless  the 

victim  can  conquer  it,  he 

is  likely  to  find  that, 

as  competition  becomes 

increasingly  keen,  those 

at  the  top  will  be  more 

and  more  disposed  to 

eradicate  it  by  swinging 

the  ax.  Jealousy  and  teamwork 

cannot  go  hand  in  hand. 

B.C.  Forbes 


You  must  look  into  people, 
as  well  as  at  them. 
Lord  Chesterfield 


It  is  better  to  be  hated  for 
what  you  are  than  loved 
for  what  you  are  not. 
Andre  Gide 


One's  eyes  are  what  one  is; 
one's  mouth  is  what  one  becomes. 
John  Galsworthy 


He  who  cannot  forgive  others 
destroys  the  bridge  over 
which  he  himself  must  pass. 
George  Herbert 


Don't  find  fault,  find  a  remedy. 
Henry  Ford 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


A  man  who  is  not  a  fool 
can  rid  himself  of  every 
folly  but  vanity. 
Rousseau 


No  rule  for  success  will 
work  if  you  won't. 
Elmer  G.  Leterman 


Morality  is  simply  the 
attitude  we  adopt  toward 
people  we  personally  dislike. 
Oscar  Wilde 


No  man  resolved  to  make  the 
most  of  himself  can  spare  time 
for  personal  contention. 
Abraham  Lincoln 


The  sting  of  a  reproach 
is  the  truth  of  it. 
Benjamin  Franklin 


A  Text . . . 

The  man  that  wandereth 
out  of  the  way  of 
understanding  shall 
remain  in  the  congregation 
of  the  dead. 
Proverbs  21:16 


Sent  in  by  W.  Ferguson,  Chicago,  111.  What's 
your  favorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented 
to  senders  of  texts  used. 


The  insolence  of  the  vulgar 
is  in  proportion  to  their 
ignorance.  They  treat  everything 
with  contempt  which  they  do 
not  understand. 
William  Hazlitt 


The  greatest  ideas  seem  meager 
enough  when  they  have  passed 
through  the  sieve  of  petty  minds. 
Henri  de  Lubac 
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>u  can  drive  the  length  of 


[ggiftiiEUgggittiinMiilK 


me  than  it  takes  to  blink, 
lut  as  local  folk  have  known 
for  centuries,  "Ye  canna  do  it  at  rush  h 
The  good  things  in  life  stay  that  way. 

<Dewar's, 

'^btte  Label, 


Its  worth  owning  even  if  you  never  use  it  as  awagon. 


s  g 


'">. 


The  new  Volvo  760  Wagon  is 


of  groceries. 

But  if  you're  more  likely  to  eat 
out  than  in,  it's  suitable  transporta- 
tion to  the  finest  restaurant.  En 
route,  you'll  be  seated  on  glove 
leather  from  the  same  firm  that 
supplies  Rolls-Royce. 

©  1985  VOLVO  OF  AMERICA  CORPORATION 


If  you're  going  out  to  a  concert, 
you  can  enjoy  one  on  the  way.  The 
audio  system  is  so  sophisticated,  it 
has  a  five-band  graphic  equalizer. 

Or  if  you're  out  for  sheer  thrills, 
the  turbo-charged  engine  makes 
this  car  as  stimulating  as  any 
sports  sedan  in  its  price  class. 

The  Volvo  760  Wagon.  It's  worth 


owning  not  just  because  it  has  the 
capacity  to  be  a  great  wagon. 
It's  worth  owning  because  it  has 


It's  also  worth  owning  because  it  comes  with  one  of  the 
few  unlimited  mileage,  3- year  limited  warranties  in  the 
business.  See  your  Volvo  dealer  for  terms  and  conditions 
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New  basix"  helps  you 
turn  empty  space  into 
productive  office  space. 


.- -*&&- 
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With  1 42  proven 
workplace  solutions. 


New  hasix  from  Steelcase  is  a 
unique  planning  tool  that  can  help 
you  maximize  your  company's 


of  your  people  -  from  clerical  to 
senior  management  -  will  have 
the  workplace  to  best  suit  their 
needs. 

In  developing  basix,  we  studied 
hundreds  of  workplaces  in  action, 
in  dozens  of  conventional  and 
electronic  offices.  We  also  talked 
to  a  host  of  facility  managers, 
architects  and  designers.  The 
result:  all  142  basix  workplaces 
incorporate  elements  that  have 
consistently  proved  effective  in 


productivity  by  ensuring  that  each    real  office  situations.  And  because 


modularity  is  a  cornerstone  of  lh< 
basix  program,  it's  easy  to  expar 
or  change  each  workplace  as  yoi 
future  needs  demand  -  while 
maintaining  optimum  productive 
at  every  job  level. 

To  learn  more  about  basix, 
contact  your  Steelcase  Dealer  or 
Steelcase  Regional  Office.  They're 
listed  in  the  Yellow  Pages.  For  worK 
wide  product,  service  and  sales 
information,  write  Steelcase  Inc., 
Grand  Rapids,  Ml  49501.  Or  call 
toll-free  1-800-447-4700. 


Because  Liberty  Mutual  helps  us 
keep  our  downtime  down'.' 

"It  was  only  natural  that  I  chose  Liberty  Mutual  for  Trailways.  I've  been  a  customer  since 

I  was  17  years  old.  That's  when  I  got  my  first  auto  policy  from  them.  I  liked  the  kind  of 

individual  attention  I  got  from  them  then,  and  I  like  the  attention  my  company  gets  from  them  now. 

They  help  us  prevent  losses  and  play  a  crucial  role  in  helping  us  keep  workers  on 

the  job.  That's  why  Trailways,  the  leader  in  ground  transportation,  goes  with 

Liberty  Mutual,  the  leader  in  the  field  of  workers  compensation." 

AMERICA  BELIEVES  IN 
LIBERTY  MUTUAL  INSURANCE. 

LIBERTY 

MUTUAL 

Liberty  Mutual  Insurance  Company  •  Liberty  Mutual  Fire  Insurance  Company  •  Liberty  Life  Assurance  Company  of  Boston  •  Home  Office:  Boston 
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O  ONE  ELSE  CAN  OFFER  YC 


The  comfort  of  Peugeot  auto- 
mobiles is  legendary  in  Europe, 
and  as  you  can  see,  the  word  has 
spread  over  here  too.  But  the  Peugeot 
is  far  more  than  just  a  comfortable  car. 
It  also  leads  the  way  with  innovations 
in  performance  and  durability. 

It  all  began  as  a  family  business, 
back  in  the  late  1800's,  when  Peugeot 
built  the  world's  first  production  auto- 
mobile. Since  then,  Peugeot's  engi- 
neering expertise  has  accounted  for 
such  firsts  as  the  first  mass-produced 
car  with  battery  ignition  (1900),  the 
first  with  independent  front  suspen- 
sion, the  first  high-revving  diesel 
engine,  the  first  station  wagon,  and 
even  the  first  rumble-seat  roadster. 

Over  the  years,  these  innovations 
have  paid  off  as  Peugeot  competed 
on  race  circuits  around  the  world. 
Peugeot  won  its  first  Indianapolis  500 
in  1913  and  has  won  it  twice  since,  a 
record  still  unequalled  by  any  other 
active  automobile  manufacturer. 


Since  IH89,  this  Marque  /uls  represented  Peugeot's 
commitment  to  automotive  excellence 


Today,  a  4-wheel  drive,  16-valve 
turbocharged  Peugeot  205  T16  is 
winning  handily  in  rallies  across 
Europe,  including  the  demanding 
Monte  Carlo  Rally.  In  the  United 
States,  the  505  Turbo  has  posted  its 
first  victory  of  1985  with  a  class 
win  in  the  SCCA/Playboy  Endur- 


ance Cup  6-hour  race  at  Riversic , ,, 
International  Raceway. 

As  a  result  of  this  proven  der 
ability  and  performance  —  plus  tl 
legendary  comfort  and  award-wii 
styling  — Peugeot  is  now  the  four 
largest  automaker  in  Europe,  and' 
second  fastest  growing  import  nai 


ja 
in: 
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1ESE  COMFORTING  WORDS. 


in  the  U.S.  (for  1984).  These 
e  qualities  are  what  you  find  in  the 
geots  available  to  you  today  — 
in  and  wagon  models,  with  gas- 
e,  turbo  gas  and  turbodiesel 
ines,  at  prices  ranging  from 
900  to  $18,150.* 
See  for  yourself  what  Europe  has 


known  fi  >r  years.  Peugeot  is  an  excep- 
tional value  from  an  exceptional  com- 
pany. For  a  list  of  Peugeot  dealers  and 
a  fact-filled  brochure,  call  1-800-447- 
2882  in  the  continental  U.S. 


*  Based  on  RO.E.  manufacturer's  suggested  retail  prices. 
Actual  prices  may  vary  by  dealer.  Destination  charges, 
raxes,  dealer  preparation,  if  any,  and  license  lees  are  extra. 


©  1985,  Peugeot  Motors  of  America,  Inc. 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  pages  260  and  261. 

Companies 

42     Great  Western  Financial  Corp. 

Boring,  maybe,  but  solvent.  For  an  S&L  these  days,  that's 
something. 

54    St.  Joe  Paper 

Remember  how  old  Ed  Ball  used  to  run  it  like  his  private 
fiefdom?  Old  Ed  Ball  still  seems  to  be  in  charge.  Which  is 
interesting,  since  he's  been  dead  for  four  years. 

92    Cars  &  Concepts;  ASC  Inc. 

Who  says  building  cars  is  now  all  computers  and  no  fun? 

104    The  Up  &  Comers 

A.L.  Williams  Corp.;  EDO  Corp. 

165  Shop  &  Go 

Mom  and  Pop  in  the  golden  years  in  Florida  and  in  the 
chips  in  business. 

166  Eaton  Corp. 

E.M.  de  Windt's  legacy. 

174    American  Bakeries 

"Even  I  thought  it  was  the  nuttiest  idea  in  the  world," 
says  Garrett  Bewkes,  "until  I  did  my  homework." 

Profiles 

66    Who  Are  Sam  And  Bill  Boyd? 

And  why  do  they  want  Las  Vegas'  scandal-ridden  Star- 
dust and  Fremont? 


Wall  Street 


38     "There  Is  One  Graham,  And  Buffett  Is  His  Prophet" 

But  Ben  Graham's  field  is  being  badly  overplowed. 

40     Speaking  Of  Warren  Buffett . . . 

Why  is  he  buying  TV  stations  while  Metromedia's  John 
Kluge  is  selling  them? 

43     Ginnie  Mae's  Sister? 

Why  not  "securitize"  commercial  real  estate? 

178     Numbers  Game:  Creative  Paper 

Where  some  of  those  new  financial  instruments  show  up 
in  the  numbers.  Also:  Olympian  regulators. 

234     Statistical  Spotlight:  "Free  Cash  Flow" 

How  to  think  like  Boone  Pickens  or  Carl  Icahn. 

236    The  Futures  Markets:  Suckers  Wanted 

When  was  the  last  time  you  saw  an  economist  laughing? 

238     As  I  See  It:  Per  Lofberg 

How  much  more  will  hospital  use  fall?  A  lot,  he  says. 

244    The  Funds:  Loading  And  Reloading 

Reinvestment  fees — de  facto  reload.  Also:  Can  Nebraska 
tax  funds?  closed-end  discounts;  the  $20  chart  book. 

258     Streetwalker 

USG;  Honda  Motor;  Jacobson  Stores;  Victory  Markets. 


Regions 


170     Palm  Springs  Tilts  At  Windmills 

The  do-gooders  and  the  greedy  thought  wind  power  was 
wonderful.  The  city  fathers  don't  like  it  at  all. 


Departments 

Money  &  Investments 

33     What's  Ahead  For 

Columnists 

6    Sule  Lines 

249 

Ben  Weberman 

8    Trends 

Business 

250 

Susan  Lee 

14    Follow-Through 

34    The  Forbes  Index 

251 

Kenneth  L.  Fisher 

18     Readers  Say 

231     The  Forbes /Wilshire 

252 

Srully  Blotnick 

25     Fact  am!  Comment 

5000  Review 

254 

Ashby  Bladen 

28     Other  Comments 

256 

Stanley  W.  Angrist 

31     Fact  and  Comment  II 

263     Flashbacks 

264    Thoughts 
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Special  Report 


114     Who  Gets  The  Most  Pay? 

CEO  salary,  bonus  and  perks  for  785  corporations. 


Government 


99     Cover  Story:  Are  Economic  Figures  Any  Good? 

They  are  better  than  nothing.  But  smart  business  people 
rarely  pay  them  much  attention.  Here's  why. 

182    Taxing  Matters:  The  Minimum  Corporate  Tax 

Watch  out  for  this  politically  attractive  expedient.  Also: 
Know  your  rights,-  Congress  giveth.  .  .  . 


Industries 


68     Insurance:  The  Structure  Game 

A  fast-growing  business  you've  probably  never  heard  of. 

78     Real  Estate:  Developer  Gerald  Hines 

Tax  breaks,  he  says,  are  ruining  the  business. 

80     Oil:  "Commoditization" 

An  ugly  word — but  that's  what's  happening  to  the  oil 
business,  says  Washington  consultant  Philip  Verleger. 

96     Real  Estate:  Apartment  Peddler  Gerald  Guterman 

"Greed,  avarice  and  the  great  American  dream." 


International 


48    Venezuela:  Is  Free  Trade  Fair  Trade? 

A  $6  billion  steel  mill  is  Venezuela's  best  hope.  You  can 
imagine  what  U.S.  steelmakers  think  of  that. 

62     Germany:  "We  Have  To  Change  People's  Thinking" 

A  solution  that  has  its  own  problems. 


74     Germany:  Labor  Leader  Franz  Steinkiihler 

No  more  Mr.  Gutmensch,  says  he. 

88     Japan:  Retributive  Justice 

The  Japanese  camera  industry  goes  through  the  wringer. 

On  The  Docket 

186    A  Japanese  Soldier  Never  Surrenders 

Remember  Zenith's  $1.2  billion  dumping  suit?  After  11 
years  it's  still  around.  Also:  The  FDIC  gets  tough. 

Marketing 

192     "Ah,  Yesss  . . ." 

How  to  make  a  good  living  from  the  W.C.  Fields  persona. 

Also:  The  sales  motivators. 

Technology 

196     Railroads:  The  Old-Fashioned  Way 

Forget  those  bullet  train  headlines.  Freight  trains  are 
making  good  money.  Also:  Minimills;  software  bugs; 
prescription  drugs  and  the  elderly. 


Personal  Affairs 


208     Frequent  Flyer  Freebies 

You  just  can't  ignore  them  anymore.  They're  too  good. 


Careers 


214     Talking  To  The  Best  And  The  Brightest 

What  do  today's  M.B.A.s  think  of  big  business?  A  lot 
don't  even  like  it.  But  they  need  the  money. 


Faces  Behind  the  Figures 


222  Leon  Febres  Cordero,  President  of  Ecuador 

222  Avron  Fogelman,  Kansas  City  Royals 

223  John  Barkshire,  Mercantile  House 

226  Vincent  (Buck)  Bell,  Safeguard  Business  Systems 

228  Samuel  Goldwyn  Jr.,  Samuel  Goldwyn  Co. 
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Stem,  Rudnitsky  and  Sloan 


An  extraordinary  double  award 

We  often  think  of 
posting  the  follow- 
ing sign  outside 
Howard  Rudnitsky's 
office  at  Forbes: 
Danger  of  Ava- 
lanche. A  voice 
raised  too  loudly,  a 
chance  brush  could 
conceivably  send 
mounds  of  annual 
reports,  10-Ks,  prox- 
ies and  13-Ds  cas- 
cading onto  an  un- 
wary visitor.  But 
who's  to  fault  Rud- 
nitsky for  his  overloaded  office?  Poring  over  documents,  study- 
ing obscure  footnotes,  he  searches  for  story  ideas  like  a  lone 
prospector  of  old  who,  with  mule  and  pickax,  sought  tiny, 
glittering  veins  amidst  barren  rock.  Rudnitsky's  diligence  has 
earned  Forbes  scores  of  exclusive  stories  in  the  more  than  20 
years  during  which  he  has  risen  from  statistician  to  Senior 
Editor.  Last  month  it  earned  Rudnitsky  and  Senior  Editor  Allan 
Sloan  a  Gerald  Loeb  Award  for  National  Magazines  for  their 
jointly  authored  article  on  the  impending  collapse  of  Charles 
Knapp's  empire  at  California's  Financial  Corp.  of  America  (July 
30,  1984). 

Indeed,  the  Loeb  judges  handed  Forbes  a  double  award.  Un- 
able to  choose  between  two  Forbes  articles  that  were  tied  for 
first  place  in  the  national  magazine  category,  they  decided  to 
split  the  prize  between  the  Rudnitsky-Sloan  team  and  Senior 
Editor  Richard  Stern,  who  authored  our  expose  of  Robert  Bren- 
nan's  huckstering  of  shoddy  stocks  through  First  Jersey  Securi- 
ties (July  16,  1984).  That  article  was  more  than  six  months  in 
preparation  (Stern  was  ably  assisted  by  Reporter-Researcher' 
fane  Sasseen)  and  involved  some  of  the  most  original  and1 
complicated  reporting  I  have  seen  in  a  long  career. 

We're  all  very  proud  of  Howard,  Allan  and  Dick.  But  what  are 
we  going  to  do  about  Rudnitsky's  overflowing  office?  Just  wait: 
until  he  goes  on  vacation.  Then  a  maintenance  crew  will  move 
in,  demolish  the  heaps  of  statistical  slag  and  make  room  for  yet 
another  year's  accumulation. 

G.M.  Loeb  remembered 

For  those  who  have  forgotten,  the  Loeb  Awards  were  funded  by 
the  late  Gerald  M.  Loeb  of  E.F.  Hutton,  whose  The  Battle  For 
Investment  Survival  is  one  of  the  bestselling  books  of  all  time  on 
investing.  I  knew  Gerald  Loeb  well:  Some  of  his  last  writing 
appeared  as  columns  in  this  magazine,  and  many  of  his  ideas, 
passed  on  to  me  as  suggestions,  found  their  way  into  Forbes. 
Though  he  died  in  1974,  his  lifelong  passion  for  helping  the 
ordinary  investor  lives  on  in  the  encouragement  the  Loeb 
Awards  give  to  raising  the  standards  of  business  journalism.  I've 
a  strong  feeling  Gerald  Loeb  would  have  applauded  this  year's 
awards  to  our  First  Jersey  and  Financial  Corp.  stories. 


<\       d/.  5^ 

{^y Editor 
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Introducing  the  world's 
smallest  cassette. 


Designed  for  the  world's  most  advanced 
portable  dictation  unit. 


Exclusively  from  Dictaphone  —  the  Picocassette.  The  world's  smallest 
cassette  from  the  world's  biggest  name  in  dictation.  A  dictation  break 
through  of  such  importance,  it  takes  dictation  into  a  totally  new 
dimension. 

About  the  length  of  a  paperclip,  the  Picocassette  is  capable 
of  recording  60  minutes  of  your  best  ideas.  And  because  it's  so  small, 
it  lets  us  make  the  new  Exec™  portable  dictation  unit  the  smallest  in 
Dictaphone  history  —  with  such  innovative  features  as  liquid  crystal 
display  and  totally  electronic  front  panel  push-button  controls. 

The  new  Dictaphone  Exec  portable  dictation  unit  with  the 
breakthrough  Picocassette.  Now  small  has  it  all. 


LET'S  TALK  PICODICTATION™  Call  toll-free:1-800-DIC-TIFY 

Or  write  to:  Dictaphone  Corporation  342-8439 

120  Old  Post  Road,  Rye,  NY  10580 
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Edited  by  John  A.  Conway 


Liie  and  death  decisions 

Americans  want  a  greater  role  in 
.decisions  about  their  health  care, 
says  a  new  survey  by  the  American 
Board  of  Family  Physicians.  Some 
58%  of  1,007  people  polled  feel  that  a 
terminally  ill  or  permanently  bedrid- 
den individual  has  the  right  to  die; 
another  22%  agree  so  long  as  medical 
opinion  confirms  the  case  is  hopeless. 
Out  of  303  family  physicians  sur- 
veyed, 90%  agree.  More  than  50%  of 
the  public — and  64%  of  the  physi- 
cians surveyed — say  that  both  the  pa- 
tient and  the  family  have  the  right  to 
honor  a  terminally  ill  patient's  re- 
quest to  be  allowed  to  die.  "Most 
Americans  are  no  longer  simply  turn- 
ing to  medical  professionals  or  clergy- 
men for  answers  to  medical  questions 
of  life  and  death,"  says  Kathy  Bloom- 
garden,  who  directed  the  survey  for 
Research  &  Forecasts,  Inc.  As  for  the 
most  serious  health  care  issues,  41% 
of  the  public  put  drug  abuse  first,  34% 
say  the  homeless  and  the  hungry,  and 
32%  say  air,  water  and  land  pollution. 
Physicians  put  alcohol  consumption 
(38%),  smoking  (37%)  and  pollution 
(34%)  in  the  number  one  slots.  De- 
spite the  concerns,  only  16%  of  the 
general  public  spends  more  time  find- 
ing a  doctor  than  they  do  hunting  for 
inexpensive  supermarkets  and  cloth- 
ing stores,  the  survey  says. 


The  Honda-Rover 

After  a  four-year  absence  from  the 
.U.S.,  Austin  Rover,  the  British 
carmaker  best  remembered  for  the 
Triumph,  is  headed  back.  A  new  Brit- 
ish-built car,  with  a  V-6  engine  and 
front-wheel  transmission  supplied  by 
Honda  and  currently  dubbed  "Project 
XX,"  will  go  on  sale  in  Europe  next 
spring.  Eventually  it  will  reach  the 
U.S.  through  100  dealers  picked  by 
Norman  Braman,  a  big  Florida  car  im- 
porter who  also  owns  the  Philadel- 
phia Eagles.  The  European  price,  ac- 
cording to  London  talk,  will  run  be- 
tween $12,000  and  $19,000.  Honda 
will  build  its  own  version  (now  called 
"HX")  from  the  tires  up  in  Japan  and 
hopes  to  export  it  to  the  U.S.  in  April, 
priced  around  $20,000.  Honda  hopes 
to  sell  45,000  HXs  in  1986  through  its 
new  Acura  dealer  net.  This  same  net, 
expected  to  open  in  1986,  will  also 
sell  Honda's  Integra  coupes,  at  about 


$10,000  each  (seep.  258)  The  two  cars 
will  add  a  new  line  for  Honda,  priced 
where  its  Civic,  Accord  and  Prelude 
leave  off.  The  latter  will  stay  with  the 
present  850  U.S.  Honda  dealers. 


The  housing  map 

How  much  does  a  home  cost?  A 
100-city  semiannual  survey  by 
Better  Homes  &.  Gardens  Real  Estate 
Service  says  the  average  price  for 
a  three-bedroom,  1,600-square-foot 
home  is  now  about  $96,212  for  a  new 
house  and  $83,360  for  a  resale.  But 
prices  vary  wildly.  An  existing  three- 
bedroom  home  in  Darien,  Conn.,  for 
example,  averages  $300,000,  com- 
pared with  $47,603  for  a  similar  one 
in  Flint,  Mich.  Average  prices  are  also 
high  in  Colts  Neck,  N.J.  ($190,000), 
Washington,  D.C.  ($180,000)  and  Bos- 
ton ($171,000).  For  new  homes,  prices 
start  at  $55,000  in  El  Paso,  Tex.  and 
hit  $340,000  in  Long  Beach,  Calif.  The 
average  home  is  on  the  market  for  97 
days,  the  survey  says.  In  Darien, 
Conn,  and  Worcester,  Mass.  it  takes 
only  15  days  to  sell,  while  owners 
must  wait  240  days  in  Youngstown 
and  Warren,  Ohio.  As  for  price,  sellers 
generally  get  94%  of  what  they  ask. 


Policing  the  police 

Many  local  police  departments 
lack  clear  policy  standards  gov- 
erning conduct,  hiring,  public  safety, 
training,  promotion,  etc.,  says  the 
Commission  on  Accreditation  for 
Law  Enforcement  Agencies  in  Fairfax, 


One  of  Chicago 's  finest 

A  seal  of  approval  for  cops? 


Va.,  and  it  wants  to  change  things. 
The  commission  has  compiled  944 
standards  that  police  departments 
must  adhere  to  before  winning  ac- 
creditation. (They  must  also  submit 
annual  compliance  reports.)  Participa- 
tion is  voluntary  and  doesn't  add  to  a 
department's  standing  at  law.  But 
cost-conscious  local  governments 
might  heed  the  argument  that  ac- 
creditation by  a  nationally  recognized 
bureau  of  standards  could  help  defend 
against  the  rising  tide  of  suits  against 
police  departments.  So  far,  12  police 
forces  have  been  accredited,  including 
those  in  Baltimore,  Md.;  Arlington 
and  Fairfax,  Va.;  Elkhart,  Ind.;  North 
Providence,  R.I.;  and  Mount  Dora, 
Tampa  and  St.  Petersburg,  Fla.  Big 
cities  like  Phoenix,  Houston,  San 
Diego,  Chicago  and  Rochester,  N.Y. 
also  want  accreditation.  The  commis- 
sion has  no  federal  standing,  but  func- 
tions on  grants  from  the  Justice  De- 
partment, others  from  foundations 
and  on  its  five-year  accreditation 
fees — which  range  from  $3,800  to 
$14,700,  depending  on  the  number  of 
cops  employed. 


Put  it  in  writing 

Strangely,  the  look-ma-no-hands 
electronic  office  has  given  a  lift  to 
fancy  stationery.  In  precomputer 
days,  corporations  favored  bond  paper 
for  letterheads  because  it  allowed  era- 
sures. With  self-correcting  typewrit- 
ers and  computer  printers,  corporate 
letterheads  now  appear  increasingly 
on  fine  grades  of  25%  and  100%  cot- 
ton writing  paper  rather  than  bond. 
The  shift  is  occurring  partly  because 
the  real  expense  for  letters  is  postage 
and  secretaries,  not  paper,  says  Mar- 
tin Blockley,  overseas  marketing 
manager  for  Wiggins  Teape,  the  $1 
billion  paper  subsidiary  of  B.A.T  In- 
dustries. U.S.  manufacturers,  includ- 
ing Crane,  Mead's  Gilbert  Paper, 
Hammermill's  Strathmore  and  Kim- 
berly-Clark's  Neenah,  now  put  out 
some  140,000  tons  of  bond  and  fine 
papers  a  year,  says  the  American  Pa- 
per Institute.  The  market  has  grown 
only  20%  over  the  last  ten  years,  but 
users  are  increasingly  shifting  to  more 
expensive  papers.  (No  one  will  or  can 
say  just  what  the  breakdown  is.)  "But, 
with  increasing  demand,  there  is 
room  in  the  American  paper  market 
for  importers,"  Blockley  says.  So  the 
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Own  a  bottle. 


It's  worth  the  price 
to  have  at  least  one  thing  in  your  life 
that's  absolutely  perfect. 
Tanqueray  Gin,  a  singular  experience. 

IMPORTED  ENGLISH  GIN.  100°o  GRAIN  NEUTRAL  SPIRITS.  94  6  PROOF.  IMPORTED  BY  SOMERSET  IMPORTERS.  LTD.,  N.Y.  %  1984 
Send  a  gift  of  Tanqueray  Gin  anywhere  in  the  USA.  Call  1  -800-243  3787.  Void  where  prohibited. 


British  are  coming.  Wiggins  Teape 
brought  its  Conqueror  brand  of  writ- 
ing paper  to  the  U.S.  this  month, 
aimed  largely  at  corporate  customers. 


The  devil's  advocate 

Quality  control  is  an  obsession 
with  Philip  Crosby,  a  58-year-old 
onetime  West  Virginia  foot  doctor 
who  was  Harold  Geneen's  vice  presi- 
dent for  quality  until  1979.  Now  he 
writes  books  (Quality1  Is  Free,  Quality 
Without  Tears)  and  teaches  his  pet  sub- 
ject in  Florida.  His  theme:  The  prob- 
lem with  management  is  manage- 
ment. "I've  never  seen  a  case  where 
the  workers  were  the  problem,"  he 
says.  Instead  of  sticking  to  standards, 
he  charges,  U.S.  companies  require 
shoddy  work  and  waste  billions  trying 
to  fix  it.  "Workers  need  permission  to 
do  things  right,"  he  says.  "What  they 
have  now  is  permission  to  get  the  work 
done."  He  has  impressive  support. 
"Crosby's  approach  to  quality  is  un- 
paralleled," says  General  Motors 
President  James  McDonald,  whose 
company  has  bought  10%  of  Crosby's 
Winter  Park,  Fla.  enterprise  and  has  an 
option  for  10%  more.  Each  year  10,000 
managers  take  courses  from  Crosby 
and  his  135  "associates,"  and  he 
claims  he  has  served  350  corporate 
clients  in  the  last  five  years,  starting 
with  IBM.  "Back  in  the  1960s  people 
thought  I  was  a  madman  when  I  talked 
about  zero  defects,"  Crosby  says. 
"Now  they  think  I'm  a  statesman." 


The  alumni's  yachts 

Donating  your  yacht  to  a  college  is 
a  time-honored  practice  that 
seems  to  be  spreading.  The  question  is 
whether  the  concept  is  about  to  spring 
a  leak,  now  that  the  IRS  has  issued 
new  rules  to  curb  its  abuse.  The  idea 
is  simple:  The  taxpayer  gives  his 
yacht  to  the  school  and  deducts  its 
appraised  value  on  his  tax  return;  the 
college  uses  the  boat  for  a  while,  then 
sells  it;  so  everyone  profits.  The  U.S. 
Naval  Academy,  along  with  some  Ivy 
League  and  California  and  Florida 
schools,  has  been  doing  it  for  years. 
Annapolis  has  19  donated  oceangoing 
40-  to  68-footers  in  its  fleet,  to  give 
budding  ensigns  a  whiff  of  the  sea. 
Another  small  Maryland  state  col- 
lege, St.  Mary's,  has  a  similar  program 
and  expects  to  generate  $500,000  a 
year  in  boats  and  cash  from  it.  The  tax 
problem  came  from  some  shenani- 
gans in  Florida,  according  to  George 
Curran,  executive  director  of  the  Na- 
val  Academy's    Sailing   Foundation, 
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Sailing  scholars 

The  taxman  is  watching. 

which  handles  donations.  Hustlers 
began  soliciting  boats,  supplying  as- 
tronomical appraisals  for  the  tax- 
paper's  Form  1040,  then  donating  the 
boats  to  institutions  (which  in  some 
cases  didn't  exist).  The  IRS  has  ruled 
that  henceforth  the  generous  taxpayer 
must  append  an  appraisal  summary  to 
his  return,  including  signed  certifi- 
cates from  the  appraiser.  And  if  a 
school  sells  the  boat  within  two  years, 
it  must  give  the  IRS  details.  Sail  Ho! 


The  lettered  accountant 

The  letters  CPA  have  been  the  Phi 
Beta  Kappa  of  bookkeeping  for  a 
century.  For  the  past  12  years  the  Na- 
tional Association  of  Accountants  has 
been  trying  to  create  a  similar  aura  for 
its  CMA  (for  certified  management 
accountant).  The  association,  com- 
posed entirely  of  in-house  accoun- 
tants, has  95,000  members,  5,000  of 
them  with  CMAs  on  their  calling 
cards.  (The  U.S.  has  perhaps  235,000 
CPAs,  and  16,000  of  them  are  NAA 
members.)  The  NAA,  after  a  random 
survey  of  687  members,  says  it  found 
that,  over  a  25 -year  career,  someone 
with  a  CMA  will  earn  about  $225,000 
more  than  a  corporate  accountant 
without  it.  The  canvass  also  shows 
something  close  to  parity  among  in- 
house  CPAs  and  CMAs— $54,000  for 
the  former,  $50,000  for  the  latter.  Ac- 
countants without  a  letter  to  their 
name  will  average  $40,000  over  25 


years,  the  NAA  says.  To  earn  a  CMA, 
they  must  pass  a  five-part  exam  that, 
the  NAA  says,  is  comparable  to  that 
for  the  older  designation. 


And  now,  this  message 

With  advertising  as  much  a  part  of 
television  as  the  picture  tube, 
sponsors  are  now  looking  at  the  latest 
wrinkle  in  home  entertainment,  the 
videocassette,  according  to  Carl  De- 
Santis,  a  New  York  entertainment  at- 
torney and  consultant.  General  Mills' 
Red  Lobster  Inns  thinks  it  may  be  the 
first  to  get  a  message  in  this  medium, 
as  "sponsor"  of  a  new  cassette  called 
Eat  to  Win,  based  on  Robert  Haas' 
book.  At  the  moment  DeSantis  sees  a 
big  problems  for  the  idea — its  cost. 
"Per  thousand  homes  reached,"  De- 
Santis says,  "videocassettes  are  a  bad 
buy."  They  run  $2,000  to  $5,000  per 
thousand  homes,  astronomically 
higher  than  the  average  $6.40  per 
thousand  for  prime-time  network 
television  ads.  Instead,  the  lawyer 
says,  corporate  sponsors  should  un- 
derwrite cassettes  as  a  marketing  and 
investment  tool  and  collect  royalties 
on  their  sales. 


So  what  else  is  new? 

Job  seekers  may  like  to  err  on  the 
bright  side  in  their  resumes,  but 
the  white  lies  are  increasing,  accord- 
ing to  a  survey  of  501  executives  by 
Ward  Howell  International,  the  New 
York  City-based  executive  search 
firm.  More  than  25%  reported  that 
employees  hired  within  the  last  year 
had  misrepresented  job  qualifications, 
educational  credentials  or  salary  his- 
tories. Some  17%  said  applicants  had 
lied  about  job  qualifications,  7%  re- 
ported instances  of  distorted  or  mis- 
leading educational  credentials,  9% 
found  exaggerated  salary  histories  and 
5%  said  they  found  distortions  in  all 
three  areas.  But  don't  despair:  58%  of 
those  surveyed  said  that  their  compa- 
nies had  not  experienced  the  problem. 
"Resume  inflation  has  been  with  us  a 
long  time,"  says  Gilbert  E.  Dwyer, 
Ward  Howell's  president,  "but  our 
data  provide  a  new  and  rather 'discon- 
certing measure  of  its  magnitude." 
Worse,  the  cost  of  replacing  falsifiers  is 
on  the  rise,  Dwyer  says.  Who  lies  to 
whom?  Self -glorifying  is  seen  most 
often  by  general  managers  (33%)  and 
personnel  managers  (31%),  followed 
by  finance  executives  (29% ),  market- 
ing managers  (27%),  manufacturing 
executives  ( 1 7% )  and  engineers  ( 13% 
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Introducing 
business 
solutions 
from 
Team  Xerox. 


No  matter  what  kind  of  business  you're  in. 
chances  are  you  need  to  manage  some  type  of  d 
ument,  whether  electronic  or  on  paper. 

To  that  end,  Xerox  has  developed  a  whole  ran 
of  new  products  complete  with  software  as  well 
networking  and  communications  capabilities. 

Say  youYe  like  most  of  the  business  world  and 
you  deal  with  letters,  memos  and  reports.  Team  , 
Xerox  has  a  series  of  capabilities  we  call  Docurr 


Solutions,  which  includes  a  choice  of  workstatic 
such  as  word  processors,  personal  and  profes- 
sional computers,  electronic  typewriters  and  prim. 
including  dot  matrix,  daisywheel  and  a  desktop 
laser  printer. 

They're  all  new  to  the  Xerox  line,  compatible  If 
with  many  of  the  products  you  now  use  and 
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TeamXerox 


iable  to  meet  your  needs  in  the  future. 
>ur  business  has  to  do  with  engineering  and 
ed  to  produce  drawings  and 
text  and  graphics,  Team  Xerox 
veloped  Expert  Designer 
)ns,  which  includes  a  remarkable 
engineering  workstations  Xerox  laser  printer 
wly  developed  software. 
in-house  publishing,  including  manuals,  pro- 
and  technical  publications,  you'll  want 
:tion  Publisher  Solutions,  a  publishing  system 
2te  with  hardware  and  software,  that  can 
and  compose  and  virtually  eliminate  the 
)  send  work  outside  your  office, 
finally,  when  it  comes  to  support,  no  com- 
an  analyze  your  document  needs,  make 


sure  you  get  the  right  solutions,  and  be  there  with 
the  service  you  require  better  than  Xerox. 

When  youre  ready  to  talk,  call  Team 
Xerox  at  1-800-TE  AM-XRX,  ext.  12  (1-800- 
832-6979,  ext.  12),  or  write  Xerox  Corp., 
Dept.  12152,  RO.  Box  24,  Rochester,  N.Y 
14692.  Well  be  ready  to  listen. 


Xerox  Corporation,  RO.  Box  24.  Rochester.  N.Y  14692 
Rlease  send  me  more  information  on: 

□  Document  Solutions                   □  Expert  Designer  Solutions 

□  Production  Publisher  Solutions    □  All  of  the  above 
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Special  because  publicly-held  cor- 
porations can  reach  America's 
most  important  investors  by  using 
Corporate  Report  Updates  in  Forbes. 

Appearing  once  each  month,  Cor- 
porate Report  Updates  enables 
companies  to  announce  important 
developments  to  the  astute  investors 
who  read  Forbes.  Moreover,  for 
added  impact,  this  Forbes  advertising 
service  is  positioned  in  the  popular 
"Money  and  Investments"  section  of 
the  magazine. 

Forbes  has  720,000  subscribers  and 
a  total  readership  of  almost  4  mil- 
lion. 92%  of  Forbes'  subscribers  own 
corporate  stock,  with  average  hold- 
ings exceeding  $474,000.  Over  half  are 
involved  with  helping  others  make 
investments  decisions. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 
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Forbes  Inc. 

60  Fiith  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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Virginia  loves  high  tech 

High-tech  companies  are  the  indus- 
try-seeker's dream — no  pollu- 
tion, top-drawer  employees,  the  wave 
of  the  future.  So  promoters  from  coast 
to  coast  laid  out  tens  of  millions  last 
year  and  paraded  big  names  from  busi- 
ness, government  and  academia  to  at- 
tract investment  in  hometown  tech- 
nology ventures.  To  speed  the  trek  to 
northern  Virginia,  which  already  had 
825  high-tech  firms,  the  Richmond 
government  set  up  the  Center  for  In- 
novative Technology,  a  $30  million 
foundation,  to  help  the  state's  major 
research  universities  adapt  laboratory 
projects  to  industry  use.  That,  of 
course,  was  meant  to  attract  more 
companies  (Forbes,  June  18,  1984). 

CIT  has  been  running  full  steam  for 
only  six  months  in  temporary  quar- 
ters, but  it  is  already  working  on  60 
research  and  development  projects — 
everything  from  oil  and  gas  extraction 
and  chemicals  to  fabricated  metals, 
machinery  and  voice-activated  com- 
puters for  the  handicapped.  It  has 
picked  up  $2.3  million  in  matching 
funds  from  31  industrial  companies 
and  seven  federal  agencies.  "Funda- 
mentally, the  idea  is  to  make  the 
boundaries  between  the  universities 
and  industry  as  fuzzy  as  possible 
without  compromising  either  one," 
says  Dr.  Robert  Pry,  head  of  CIT  and  a 
former  Gould  Inc.  executive  vice 
president  for  R&D.  "Some  15%  to 
20%  of  technical  manpower  in  the 
U.S.  exists  at  universities,"  he  says, 
"and  that's  too  much  of  a  resource  not 
to  be  coupled  with  industry." 

Virginia's  economic  developers 
have  been  stressing. that  point  to  in- 
dustry, and  apparently  industry  is  lis- 
tening. In  the  last  year  high-tech  com- 
panies based  in  northern  Virginia 
have  increased  by  21%,  to  999,  and 
the  number  of  companies  considering 
a  move  to  Fairfax  County  is  up  50%, 
to  about  500.  Among  those  with  new 
facilities  in  northern  Virginia  are 
TRW,  Boeing,  Sperry  and  Rolm. 

The  state's  latest  coup  was  to  land 
the  planned  Software  Productivity 
Consortium,  a  group  of  16  companies, 
including  Boeing,  GTE,  Ford  Aero- 
space and  Rockwell  International, 
that  will  develop  state-of-the-art  soft- 
ware for  the  Defense  Department  and 
the  CIA.  This  will  be  built  next  door 
to  the  CIT's  permanent  home,  which 
should  be  completed  in  1987.  Virgin- 
ia's drumbeaters  are  ecstatic.  "Those 


companies  will  focus  the  brightest 
brains  on  software  problems,"  crows 
Scott  Eubanks,  who  heads  economic 
development  for  the  state.  "A  lot  of 
other  activity  will  be  spawned  by  this, 
and  the  software  developed  will  have 
applications  in  all  industries." 


Back  to  basics 

Six  years  ago  Larry  Woods,  the  Mo- 
bil vice  president  who  engineered 
the  oil  company's  $1.5  billion  pur- 
chase of  Montgomery  Ward  in  1974, 
conceded  to  Forbes:  "There's  no  way 
Mobil  will  do  better  than  the  oil  busi- 
ness" [June  11,  1979).  He  was  so  right. 
After  1 1  years  of  struggling  to  make  a 
go  of  the  big  mail-order,  retail  and 
insurance  chain,  Woods'  view  has  ap- 
parently become  the  consensus  at 
Mobil.  With  the  help  of  Goldman,  . 
Sachs,  the  oil  company  has  been  re- 
viewing its  whole  business  since  Feb- 
ruary. Now  it  plans  to  spin  off  Ward 
and  take  a  $500  million  charge  against 
earnings.  Container  Corp.,  which 
came  in  the  1974  deal,  may  be  next. 


The  traveling  car  buyer 

Tlhe  well-heeled  American  traveler 
found  a  bonanza  last  year  in  Eu- 
rope's luxury  car  showrooms.  With  a  i 
passport  and  $25,000  in  cash,  car  buffs  ■ 
could  pick  up  a  status  symbol  like  a  \ 
Mercedes  500,  which  retailed  in  the 
U.S.  for  more  than  $52,000.  Even  with  i 
shipping  ($1,000  to  $1,500),  conver- 
sion to  meet  U.S.  safety  and  emis- 
sions standards  ($4,500  to  $5,500)  and 
customs  ($250  plus  2.8%  to  3%  of  the 
car's  European  price),  it  was  a  bargain. 
Americans  had  bought  2,400  cars  this 
way  in  1980.  Last  year,  with  the  dollar 
at  record  strength,  they  bought  36,000 
(Forbes,  Aug.  27,  1984). 

But  one  man's  windfall  is  another's  s  i 
woe.  U.S.  dealers  for  Mercedes,  BMW, 
Porsche  and  other  expensive  imports  i 
screamed.  They  and  the  manufactur- 
ers turned  to  Washington,  and  two 
bills  now  in  Congress  could  wipe  out 
these  overseas  bargains. 

So  far  the  traveler  is  still  ahead.  A.B. 
Shuman,  a  Mercedes  spokesman  in  | 
the  U.S.,  says  that  the  Stuttgart  com 
pany  has  long  had  a  policy  barring  its 
European  dealers  from  selling  to  off- 
the-street  Americans.  But  the  rule  is 
impossible  to  enforce,  he  adds,  and- 
the  dealer  network  is  a  "leaky  sieve." 
No  wonder.  The  dealer  who  lets  a: 
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Here's  what  we're  doing  to  lure  you.  your  flight  in  comfort  for  a  nominal  fee. 

Our  Business  Firstsm    Y\&y\r  ^a^  ^our  trave'  a§ent>  corporate 

Perk  gives  you  the  com-  JJwll%  Y\&yIf  travel  planner  or  Republic 

forts  of  first  class  for  just  $20  or  $30  H^11*  Airlines  at  (800)  441-1414. 
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t^^wl  J%  coach,  depending  on         your  business  as  much      J/wI  J% 
where  you  fly.  as  we  do.  And  no  other  airline  is  doing 

Our  Frequent  Flyer  Perk  gives  you     as  much  to  get  it. 
a  free  round  trip  to  any     fi^ylf 
city  Republic  serves         JJlwl  1% 
after  just  20,000  miles.  (Other  air- 
lines require  40,000  or  50,000  miles.) 
Y\&ylw      Our  Executive  Suite 
PwlK  Perk  lets  you  await 
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Want  to  see  plastics  go  places 
steel  never  could? 


Borg-Warner's  Cycolac®  ABS  plastic  provides  less  weight  and  more  economy 
than  steel.  And  it's  going  into  everything  from  motorcycles  to  electronics.  That's 
today's  Borg-Warner.  Diversified  for  financial  stability.  A  company  worth  watching. 
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BergWarner 


Watch 

Bora-Warner 

mM  Br  ®  1984  Borg-Wamer  Corporation 

For  an  annual  report  write:  Borg-Warner  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 

*     Cycolac"  is  a  registered  trademark  of  Borg-Warner  Corporation. 
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American  drive  off  with  one  of  his 
cars  pockets  a  16%  profit.  One  small 
Munich  dealer  is  now  selling  40  cars  a 
month,  compared  with  25  last  year — 
and  80%  of  his  customers  are  Ameri- 
cans. A  London  BMW  dealer  says  he 
can  no  longer  solicit  Americans — but 
if  an  American  wants  a  BMW  built  to 
U.S.  specs,  he  cuts  about  12%  from 
the  U.S.  price.  Big  dealers  are  having 
more  trouble.  One  in  Antwerp  says 
his  200-cars-a-month  business  is  level 
with  last  year's  but  that  the  supply  of 
Audi  5000s  he  was  selling  to  Ameri- 
cans last  November  has  dried  up. 

German  cars  are  still  the  favorites, 
but  the  vogue  is  spreading.  Jaguar  of 
America  says  40  to  50  cars  a  month 
are  coming  in  via  the  "direct  import" 
route.  Jaguar's  U.S.  sales  goal  for  1985 
is  20,000  cars,  so  its  dealers  are  under- 
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The  Mercedes  nun  c/ne 

Will  Congress  block  the  bargain? 

standably  exercised.  (A  Jaguar  sells  for 
up  to  $36,000  in  the  U.S.,  for  $5,000  or 
so  less  in  Europe.)  In  California,  a 
popular  direct-import  buy  is  the  Fer- 
rari and  even  an  occasional  Renault  R- 
5  Turbo  II  (described  as  a  "Le  Car  with 
glandular  trouble"). 

Traveling  Americans  will  be  sty- 
mied by  the  bills  now  in  Congress. 
But  the  800  small  companies  that  add 
the  roll  bars,  door  braces  and  emis- 
sions controls  for  direct-import  auto- 
mobiles would  be  wiped  out.  The  550- 
member  Automobile  Importers  Com- 
pliance Association  is  trying  to  head 
off  this  disaster.  The  AICA  probably 
brings  in  more  than  half  of  the  gray- 
market  cars  and,  says  Joseph  Norman- 
dy of  the  association,  saves  buyers 
from  10%  to  20%  on  them.  As  a  coun- 
termeasure,  AICA  plans  to  get  its  own 
bills  before  Congress  calling  for  self- 
policing,  using  either  government  or 
AICA-paid  inspectors. 

Other  anti-gray-market  bills  have 
died  on  Capitol  Hill.  One  new  one  has 
cleared  the  Senate  Commerce  Com- 
mittee, but  Chairman  John  Danforth 
has  signed  off  on  it,  calling  it  "too 
broad  and  anticompetitive."  If  noth- 
ing else,  the  Missouri  Republican  is  a 
hero  with  the  AICA — and  with  the 
car-hunting  American  traveler. 
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Itsararebirdthat 
keeps  itspromise. 

The  goose  that  lays  the  golden  eggs 
is  not  only  rare,  it's  reliable. 

And  it's  found  in  South  Carolina, 
where  the  eggs  are  solid  gold  —  not 
just  empty  promises. 

Our  unique  technical  training 
centers,  abundant  energy,  major  market 
access  and  good  transportation  all  help 
South  Carolina  maintain  a  high  level  of 
productivity. 

Ours  are  also  among  the  lowest 
workstoppage  and  business  failure  rates 
in  America. 

South  Carolina.  Where  the  rare  bird 
thrives.  And  keeps  its  promise. 
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Director,  Smith  Carolina  State  Development  Board, 
P.O.  Box927>  Suite 301R,  Columbia,  S.C.  29202. 
(803)  758-3145,  TWX  810-666-2628. 
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PRIVATE  REGISTRATION  •  CONCIERGE 

PRIVATE  LOUNGE  •  EXECUTIVE  AMENITIES 

CONTINENTAL  BREAKFAST  •  TERRY  ROBE 

750A*ADVANTAGE'  MILES  PER  STAY 


<o<#eU 


Hotels,  Inns  &  Resorts  Worldwide 
The  hospitality  people  of  ITT 

800-325-3535 

Or  call  your  Travel  Agent. 


Readers  Say 


1985  The  Sheraton  Gorporat 


Tempting  target 

Sir:  In  your  comment  about  the  SEC 
requiring  forecasts  in  annual  reports 
(Fact  and  Comment,  Apr.  29),  you 
should  have  added  that  it  would  also 
be  a  gold  mine  for  litigious  lawyers 
when  forecasts  didn't  measure  up. 
—Keith  E.  Wentz 
San  Francisco,  Calif. 


Why  choose? 

Sir:  Moving  U.S.  units  out  of  Greece 
and  into  Turkey  (Fact  and  Comment, 
May  6)  is  exactly  the  American  re- 
sponse Mr.  Papandreou  is  looking  for 
to  draw  domestic  support  for  his  fail- 
ing economic  policies.  Anytime  a 
Greek  leader  has  problems  at  home  he 
tries  to  get  the  public  aroused  about 
Turkey. 

Why  would  it  be  in  America's  inter- 
est to  pull  out  of  Greece?  No  one  is 
asking  the  U.S.  to  choose  sides  be- 
tween Greece  and  Turkey. 
— Nicholas  M.  Gabriel 
Bay  side,  NY. 


Posner,  the  intimidator 

Sir:  Your  article  on  Victor  Posner  (Apr. 
8)  was  good  journalism,  as  well  as 
brave.  I  am  editor  of  Captive  Insurance 
Company  Reports,  a  small  technical 
journal  which  has  published  uncom- 
plimentary articles  on  Posner's 
Chesapeake  Insurance  Co.  Reactions 
from  his  lawyers  were  swift;  action 
was  threatened  at  the  very  least. 
— D.  Hugh  Rosenbaum 
Darien,  Conn. 


Good  eyes 

Sir:  Re  that  Thomas  Edison  letter 
(Fact  and  Comment,  Apr.  29).  In  the 
sentence  concerning  his  lower  intes- 
tine, your  transposition  from  the 
typed  letter  got  the  word  prevent  as 
protect.  My  69-year-old  eyes  are  not 
so  bad  after  all. 
— Stephen  J.  Szczotkowski 
Merrick,  NY. 


True  artist 

Sir:  Re  The  Forbes  500s  Special  Issue 
(Apr.  29).  I  had  casually  glanced  at 
several  pages,  pausing  only  to  consid- 
er which  Forbes  grandchild  was  lucky 


enough  to  have  her  crayon  drawing 
used  as  the  artwork  for  the  cover  of 
the  magazine. 

Imagine  my  surprise  when  I  read 
page  39  and  discovered  the  true  artist. 
—James  H.  Engler 
Oak  Harbor,  Wash. 


Similar  pressures 

Sir:  I  have  been  meaning  to  drop  you  a 
line  since  I  read  your  article  "Nuclear 
Follies"  (Feb.  11).  We  are  ourselves  on 
the  verge  of  starting  operation  of  the 
country's  first  nuclear  plant,  and  un- 
fortunately, many  of  the  problems 
and  misconceptions  inherent  in  the 
U.S.  nuclear  industry  have  been  ex- 
ported to  us. 

The  problems  faced  by  the  industry 
are  not  inherent  in  the  technology  but 
more  in  the  social  and  political  insti- 
tutions in  the  U.S.  and,  if  I  may  add,  in 
our  country  as  well. 
— Geronimo  Z.  Velasco 
Minister  of  Energy, 
Republic  of  the  Philippines 


Manila 


Give  'em  the  money 

Sir:  I  foresee  so  many  downside  risks 
in  a  shared-equity  mortgage  between 
parent  and  child  (Personal  Affairs,  Apr. 
22)  that  I  would  advise  against  it,  de- 
spite the  "marvelous"  results  you 
cited.  Who  wants  to  foreclose  on  a 
parent  who  can  no  longer  keep  up  the 
mortgage  payments;  or  evict  one's 
child  after  he  (she)  loses  a  job  or  fails 
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Spencer  Gore,  the  tour- 
nament's first  champion 


It  was  1875.  The  year  The  All  England 
Croquet  Club  set  aside  a  rectangle  of  grass  on 
Worple  Road  for  an  up- 
start sport.  Lawn  tennis. 

Soon  rackets  were  as 
much  in  evidence  as  mal- 
lets. Britain's  croquet  bas- 
tion became  The  All 
England  Croquet  and 
Lawn  Tennis  Club. 

Two  years  later,  200 
spectators  assembled  at  a 
shilling  each  to  watch  22  amateur  players 
serve  and  volley  for  a  silver  cup.  Net- 
storming  Spencer  Gore,  wielding  a 
lopsided  racket,  became  the  worlds 
first  Wimbledon  champion. 

Today,   that   legendary   lawn 
thrives  on  Church  Road  and  has  grown 
to  18  grass  courts  on  10  acres.  Each  a  repository 
of  revered  memories.  But  none  more  storied 
than  that  cathedral  of  tennis  mystique,  Centre 
Court.  A  perfectly  proportioned  quarter-acre 
on  which  some  of  the  sports  highest 
drama  has  been  acted  out. 

On  this  hallowed 
turf  the  worlds  fin- 
est players  com- 
pete each  June. 
A  fortnight  of 
riveting   play 
from   which 
emerges    the 
champion 
worthy   of 
the    tour- 
nament's 
laurels. 

From 
the   crowds 
queue  up  overnight 
for  tickets,  to  the 


The  legend  that 

grew  from  a  lawn 

inWimbledon. 


royalty  aristocrats,  diplomats  and  celebrities  in- 
vited to  the  Royal  Box,  350,000  enthusiasts 
pack  the  grounds  for  the  two  taut  weeks  that 
are  Wimbledon.  An 
event  so  esteemed  it  has 
been  called  the  tourna- 
ment that  transcends 
its  sport. 

In  a  setting  where  preci- 
sion,  stamina  and 
style   are 
revered,   a 
timepiece 
must    per- 
form  to 


A  19th-century 
tennis  racket. 


in- 


Centre  Cou 
are  fought. 


where  the  finals 


timidating  standards. 

That  explains  the  Rolex  on 

the  scoreboard.  And  its  designa- 
tion as  the  official  timepiece  of 
Wimbledon.  \\\Jr 

ROLEX 


Lady  Datejust  Oyster  Perpetual,  Day-Date  Oyster  Perpetual  Chronometer,  both  in  18kt.  gold  with  matching  President  bracelet. 

Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.682,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383.  ©  1985 

World  headquarters  in  Geneva.  Other  offices  m  Canada  and  major  countries  around  the  world. 

Lady  Daleiusl  Day-Dale  Oysler  Perpetual.  President  are  trademarks 


:..«M* 


to  keep  the  property  well  maintained? 
Give  the  kids  the  money,  pay  the 
taxes  and  enjoy  the  family. 
— Lawrence  H.  Benjamin 
Rye,  NY. 


Kept  Kono  on 

Sir:     Re     your     assertion     that     I 
"dumped"  Hideto  Kono  as  director  of 
planning  &  economic  development  in 
1983  (Apr.  22).  Mr.  Kono  served  the 
state  with  distinction  for  more  than 
eight  years  in  that  role  and  took  re- 
tirement, as  he  richly  deserved,  at  the 
age  of  60.  He  wished  to  retire  six 
months  before  he  did  but  stayed  on  at 
my  personal  request  because  of  my 
great  respect  for  his  abilities. 
— George  R.  Ariyoshi 
Governor, 
Honolulu,  Hawaii 

Sir:  I  intended  from  the  start  to  serve 
for  no  more  than  two  gubernatorial 
terms  (eight  years). 

There  are  ample  records  and  wit- 
nesses to  attest  to  my  enthusiastic 
support  of  tourism,  military,  alternate 
energy,  ocean  resources,  aquaculture, 
international  services,  and  advanced 
technology  developments  that  belie 
the  implication  that  I  was  a  lopsided 
supporter  of  agriculture  in  Hawaii. 
— Hideto  Kono 
Honolulu,  Hawaii 


Outraged  targets 

Sir:  I  am  absolutely  seething  at  the 
reference  "tourist  trap"  made  by  you 
("Personal  Affairs:  Visiting  in  San 
Francisco,"  Apr.  29).  This  restaurant 
can  and  does  boast  of  the  largest  fol- 
lowing of  regular  clientele  in  San 
Francisco.  Our  house  accounts 
number  some  2,900.  None  was  solic- 
ited. I  have  received  dozens  of  com- 
ments from  patrons  who  are  outraged. 
—BartM.  Shea 
Owner, 

Vanessi's  Restaurant 
San  Francisco,  Calif. 

Sir:  Your  reference  to  "the  great  dow- 
ager-queen   establishments,"    which 
included  the  St.   Francis  on  Union 
Square,  was  a  cheap  shot.  In  July  of 
1983  we  completed  four  years  of  ma- 
jor renovation  to  our  main  building, 
resulting  in  a  high-quality  product/ 
competitive  to  any  other  facility. 
—Robert  B.  Wilhelm 
Managing  Director, 
The  Westin  St.  Francis 
San  Francisco,  Calif. 


FORBES,  fUNE  3,  1985 


Others  claim  they  use  real  belting  leather. 
U  if  rtmann  has  the  scars  to  prove  rt. 


to  be  real,  genuine,  uu..^  -  o— 
nUieUnvonekidy^MaK^shc^ 

takes  only  one  or  two  days.  Their  leatne 
never  be  as  strong.  .  n       t  ral 


u.f  can  be  rubbed  out 

trace  of  pigment  sprayed  on  it. 

WUhleo.der  an  imi.a.ion  gets,  .he  worse  i. 
|Mks/Andmewo^eelo     ous 

hflrfettiw 
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Send  lor  a  l'^"1*0"" 


a,«.Ha,.mannd«l«r,.Depl6ll8 


We  don't  tut  corners. 

C  1985  Hartmann  \MU>*'-  L 


"KLM  can  take  you  to  more 
cities  in  Europe  than  all  US.  airlines? 


■MUKMHB 


Through  Europe's  #1  airport,  KLM  can  take  you  to  42  cities  in  Europe.  We  fly  747's  to  Amster- 
am  and  without  changing  airlines  or  airports  we  can  take  you  to  more  cities  in  Europe  than  all 
IS.  airlines.  Combined.  And  do  it  in  a  style  that  has  won  for  us  the  "Passenger  Service 
iward"  for  1984.  lb  get  to  the  European  city  you  want  to  be  in,  not  some  city  nearby, 

■iiSn^iDu^Airiines.      The  Reliable  Airline  of  theW)rlcL  KJL  Wf 

Royal  Dutch  Airlines 
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Diners  Club 
International* 


CSTKORPO 


When  I  need  emergency  cash  overseas 
I  know  I  can  rely  on  my  Card. 


As  a  Diners  Club  Card- 
member,  you  can  walk  into 
any  specially  designated 
Citibank  branch,  participat- 
ing bank  or  Diners  Club 
office  and  get  the  cash 
you  need  in  an  emer- 
gency. There  are  over 
1,700  locations  in  over  70 
countries  that  offer  this 
service. 

Wherever  you  travel, 
you'll  be  welcomed  in 
more  than  750,000  estab- 
lishments in  over  150 
countries  worldwide.  No 
wonder  millions  of  trav- 
elers enjoy  the  privileges 
and  services  of  the  Club 
designed  to  meet  the 
needs  of  the  business 
traveler— The  World  Club. 

DINERS  CLUB 
INTERNATIONAL9 

THE  WORLD  CLUB 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  THE  RIDE  OF  THE  VOLCKERIANS  ISN'T  REINED  IN 

our  economy  will  be  Valhalla  for  nobody. 

IT'S  NO  WONDER  SEVERAL  DEMOCRATIC  CONGRESSMEN 


are  having  serious  second  thoughts  about  their  vote  to 
cut  off  all  U.S. -funded  assistance  for  the  contras  in 
Nicaragua.  To  paint  the  Sandinistas  as  freely  elected, 
freedom-loving  democrats  and  the  contras  as  a  handful  of 
CIA  puppets  is  like  portraying  the  Afghanistan  situation 
in  similar  hues. 

As  the  London  Economist  put  it,  "In  the  1960s  antico- 
lonial  insurgencies  were  routinely  supported  by  the  Soviet 
Union.  Today's  guerrillas  are  as  often  fighting  Soviet-  or 
Vietnamese-  or  Cuban-supported  governments.  To  deny 
help  to  friends  fighting  for  democracy,  while  accepting 
that  Russia  assists  comrades  fighting  for  straitjacket  sys- 
tems, is  not  a  practical,  nor  a  very  moral,  foreign  policy. 

"In  the  longer  run,  American  detachment  might  even 
spread  the  war  in  Central  America.  If  the  contras'  chal- 

SOMEONE  SOMEWHERE 

is  going  to  evolve  a  solution  to  one  of  our  cities'  greatest 
perplexities:  more  and  more  closed,  shuttered,  decayed 
housing,  while  ever  greater  numbers  trudge  the  streets 
vainly  looking  for  a  place  to  live — that  they  can  afford. 

There  are  some  exciting  experimental  seedlings  being 
planted  here  and  there.  For  instance: 

•  Real  estate  developer  James  W.  Rouse,  who  designed 
award-winning  marketplaces  like  Boston's  Faneuil  Hall, 
has  set  up  Enterprise  Foundation  to  upgrade  run-down 
inner-city  dwellings  into  affordable  homes  for  low-income 
families.  Enterprise  has  contributed,  lent  or  pledged  $5.4 
million,  provided  by  corporate  and  personal  donations,  to 
32  community  groups  in  19  cities. 

•  Charlotte  Gardens,  a  housing  project  run  by  a  nonprof- 
it local  organization  in  New  York's  decaying  South  Bronx, 
has  built  10  ranch-style,  single  story  homes  and  plans  80 
more,  all  of  which  have  been  sold. 


lenge  grows  despite  the  cutoff  of  Washington's  aid,  the 
United  States  will  have  no  power  to  guide  them  towards  a 
negotiated  settlement.  If  the  contras  wither,  the  Sandinis- 
tas will  be  freer  to  resume  their  help  to  left-wing  rebels  in 
El  Salvador,  Honduras  and  Costa  Rica.  That  would  in- 
crease the  danger  of  a  regional  war,  which  could  take  on 
the  character  of  a  struggle  to  decide  whether  the  territory 
between  Mexico  and  Venezuela  was  to  be  Marxist  or 
democratic.  Since  the  United  States  would  not  find  it  easy 
to  stay  out  of  such  a  war,  the  vote  (in  the  House]  may  have 
made  the  loss  of  American  lives  on  Central  American  soil 
more,  not  less,  likely  in  the  end." 

The  quicker  this  cutoff  is  restored  in  Congress,  the 
better  the  chances  for  a  stabilized,  more  democratic  gov- 
ernment. And,  ultimately,  at  far  less  bloody  cost. 

SOMETIME  SOMEHOW 

•  In  Cleveland,  Union-Miles  Development  Corp.,  a  non- 
profit housing  corporation,  got  court  approval  to  take  oyer 
a  vacant  house  in  its  area  and  to  repair  and  rent  to  tenants. 

•  Buyers  of  small  buildings,  seized  by  New  York  City  for 
nonpayment  of  taxes,  will  receive  help  through  reduced- 
interest  loans  to  rehabilitate  the  structures  for  housing, 
which  must  be  owner-occupied  for  three  years. 

•  In  Denver  a  group  of  investors  in  Denver  Revitaliza- 
tion  Partnership  I  are  providing  $15,000  each  over  six  years 
to  allow  renovation  of  historic  housing  for  low-income 
residents.  The  investors  will  get  most  of  their  money  back 
in  tax  benefits,  with  a  possibility  of  a  small  profit. 

•  Some  states,  such  as  New  York,  New  Jersey  and  Con- 
necticut, have  issued  tax-free  bonds  at  low  interest  rates  to 
subsidize  low-interest  mortgages. 

It's  Rubik's  Cube.  There  is  a  solution.  Right  now  the  only 
apparent  movement  is  ever-increasing  abandonment. 
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GALA  OPENING  OF  THE  FORBES  MAGAZINE  GALLERIES 


New  York  (UPI) — A  new  museum  like  none  other  in  museum- 
saturated  New  York  has  opened  for  the  display  of  extraordinary  collec- 
tions of  Faberge  jeweled  objects,  miniature  soldiers  and  boats,  American 
historical  documents  and  19th-century  paintings. 

Admission  free,  the  Forbes  Magazine  Galleries,  located  on  the  ground 
floor  of  the  Forbes  Building  on  Fifth  Avenue  at  12th  Street,  have  proved  a 
magnet  for  all  manner  of  exhibit-goers,  some  3,000  strong  in  the  first  two 
weeks  since  they  were  opened  to  the  public.  The  exhibits  are  designed  to 
delight  viewers  of  all  ages,  especially  family  groups.  "We  want  people  to 
bring  their  children,"  said  Forbes.  "This  is  not  heavy  duty  education.  You 
don't  come  to  be  awed  or  impressed.  You  come  to  enjoy.  ..." 

— Frederick  M.  Winship,  UPI  Senior  Editor 

. . .  12,000  miniature  troops  will  be  on  review  at  the  Galleries.  Enthusiasts  will 
be  regaled  not  only  with  diminutu  v  legions  battlii  lg  it  out  but  also  more  tranquil 
scenes,  such  as  a  regiment  of  Royal  Engineers  trimming  a  C/yristmas  tree  and 
preparing  the  holiday  feast.  Visitors  will  see  "The  Land oj Counterpane,  "inspired 
by  Robert  Louis  Stevenson  spoem  about  a  sick  child  playing  in  bed  with  his  toys. 
As  vou  tour  the  Gallery,  try  to  spot  Alexander  the  Great,  George  Washington, 
Henry  VIII,  Marie-Antoinette,  Uncle  Sam,  Buffalo  Bill  and  G.I.  Joe — 

— Antique  Toy  World 

. .  .  Commerce  Secretary  Malcolm  Baldrige,  real  estate  whiz  Donald 
Trump,  actors  Cliff  Robertson  and  Dina  Merrill  came  to  [the  opening  of 
the  Forbes  museum],  as  did  13-year-old  George  Lambeth.  An  avid  toy 
buff  like  Forbes,  Lambeth  was  the  guest  of  honor  at  the  opening 
reception.  For  the  past  two  years  the  66-year-old  Forbes  and  his  young 
friend  have  corresponded. 

Lambeth  sent  Forbes  a  toy  Indian,  noting  in  one  of  his  letters  that  "I 
saw  no  Indians  in  your  booklet."  "At  first  I  collected  toy  soldiers  just  to 
play  with,"  Lambeth  said.  "Then,  like  Mr.  Forbes,  I  wanted  to  see  how 
many  I  could  get."  Responded  Forbes,  "We're  on  the  same  level  of 
enthusiasm.  Only  he's  got  more  of  an  excuse."  .  .  . 

— Jeffrey  Hogrefe,  Washington  Post 

. . .  The  toy  and  trophy  displays  outstrip  everything  else  for  sheer  fun.  A 
flotilla  of  toy  ocean  liners,  tin  flags  rippling  in  an  imaginary  breeze,  float  at 
anchor  on  a  gloss\>  Plexiglas  sea;  a  $28,600  toy  Lusitania,  the  most  expensive 
boat  in  the  collection,  lies  on  the  sandy  ocean  floor  at  the  bottom  of  a  display 
of  toy  submarines.  An  antique  copper  tub  holding  an  array  of  bath  toys 
including  a  box  of  Titanic  soap  ( "Guaranteed  to  sink"). . . . 

— Paula  Span,  Wall  Street  Journal 

...  It  is  neither  the  exhibition's  elegance  nor  intrinsic  worth  that  will 
earn  it  a  valued  place  on  the  agenda  of  every  tourist  and  curious  New 
Yorker.  The  exhibition  is  a  "must  see"  because  it  is  a  veritable  Disney- 
land of  nostalgia  and  romance.  The  Galleries  are  an  artfully  constructed 
memory  lane.  As  you  stroll  down  it,  you  are  reminded  at  every  turn  of 
childhood's  bright  promise — mostly  unfulfilled — of  endless  adventure 
waiting  around  life's  next  bend.  .  .  . 

— Barry  Brennan,  New  York  Daily  News 

.      Of  all  the  collections,"  Malcolm  Forbes  says,  "the  one  tlxit  means  the 

most  to  me  is  the  presidential  papers. "  It  is  one  of  the  most  important  American 

historical  archives  in  private  hands.  The  exhibit  includes  the  tnanuscript  for 

President  Lincoln's  last  address,  in  which  he  proposed  the  reconstruction  of  the 

the  log  of  the  Enola  Gay — an  account  of  the  atomic  bombing  of 

Hiroshima  by  the  crew  of  the  aircraft  that  dropped  the  bomb,  and  more. 

In  the  Faberge'  gc:IIery>  are  displayed  10  of  the  fabled  Easter  Eggs  made  by 

ouse  of  Faberge  for  the  last  two  czars  of  Russia.  Of  the  54  Imperial 

i   Eggs  commissioned  from   1885  to  1916,  only  43  are  known  to 

sun  r;    They  are  pieces  of  incredible  workmanship,  and  Fabeige  led  the  way 

m  being  more  concerned  with  aesthetics  and  imagination  than  with  the 

used.  Ten  are  in  the  Forbes  Collection  and  10  are  owned 

by  the  Kremlin,  but  Forbes  Ixts  said  one  day  he  aims  to  pull  ahead. 

—Joan  Barbato,  Daily  Record,  Nortfywest  Neiv  Jersey 


Along  with,  the  luminaries, 
1,500  visitors  a  week. 


Princess  Margaret  of  Great  Britain  (r.)  and 
(1.  to  r.)  Mrs.  Forbes,  Steve  and  Bob  Forbes 


Philippines'  Mrs.  Ferdinand  E.  Marcos 


M^r^ 

MSF,  Turkey's  Prime  Minister  Turgut  Ozal 


Thailand's  Queen  Sirikit  and  Tim  Forbes 
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BUT  WHO  WILL  WATCH  THE  WATCHERS? 


So  asks  reader  John  Thayer,  enclosing  a  form  letter  fund 
appeal  from  the  National  Taxpayers  Union.  In  it  are  these 
paragraphs: 

"Our  nation's  finances  are  a  mess.  If  you  or  any  other 
private  citizen  ...  or  corporation  .  .  .  operated  with  the 
same  disregard  for  proper  budgeting  you  would  soon  go 
bankrupt. 


"NTU  is  the  only  organization  with  a  workable  plan  to 
reduce  government  spending,  curb  taxes  and  put  the  feder- 
al budget  in  balance." 

Also  in  the  letter,  these  paragraphs: 

"I  am  presently  putting  together  a  budget  for  NTU  for 
the  remainder  of  1985.  ...  I  regret  to  say  that  our  revenue 
estimates  fell  slightly  short.  ..." 


SOONER  OR  LATER,  WHATEVERS  OUT'S 


Style  in  everything  is  a  some- 
time thing.  Ever  changing,  for- 
ever changing  back  again. 
Whether  it's  width  of  neckties 
or  lapels,  the  height  of  skirts  or 
the  depth  of  necklines. 

Whether  it's  Elizabethan  ar- 
chitecture, Colonial,  Bauhaus, 
whatever's  prevailing  cycles 
out  until  it's  rediscovered,  re- 
defined and  back  again.  Real- 
ism in  art,  Impressionism,  ab- 
stract and  multiple  versions 
thereof  wave  in  and  drown  out. 
Diets,    cure-alls,    fitness    fads 


Drawing  bv  W  Miller.  ©1985  The  New  Yorker  Magazine.  Inc 
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"We  just  had  the  whole  kitchen  redone, 
Mom.  Isn't  it  terrific?" 


BACK  IN 

and  kicks  jog  in  and  walk  out. 

If  you  live  long  enough  and 
have  a  big  enough  attic — a 
barn  would  be  more  like  it — 
you  could  store  everything 
you've  ever  thrown  out  or  re- 
placed with  the  newest  style; 
sooner  or  later  it's  again  the 
latest.  You  can  haul  out  the 
stuff  and  be  in,  or  sell  it  off  at 
multiple  times  its  first-time- 
round  cost. 

Life's  only  certainty  is  change 
and  that  what's  changed  will 
eventually  be  changed  back. 


WHY  IS  SLEEPING  LATE 

most  appealing  when  you  can't? 


SO  LONG  AS  YOU  CAN  MOVE, 

move.  You've  an  eternity  to  be  still. 


BOOKS 


TOUAMMATHEWSQN 
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;p»i  •  Immediate  Release — by  William 
Mathewson  (Simon  &  Schuster, 
$10.95).  "Combines  the  satiric  eye 
of  Evelyn  Waugh  with  the  wacky 
good  humor  of  Patrick  Dennis," 
says  the  jacket.  Whoever  wrote 
that  must  ha've  been  the  same  one 
who  hypnotized  the  publisher  into 
bringing  out  this  puddled  souffle  of 


the  much-written-about  New  York  City  chichi. 

Excerpt:  "But  nobody  wears  furs  outside  anyway,  Mona 
dear,"  Purina  retorted.  "If  you're  rich  enough  to  afford 
them,  you  don't  have  to  go  out  at  all." 

•  American   Impressionism — 

by  William  H.  Gerdts  (Abbe- 
ville Press,  $85).  Sumptuous, 
scrumptious  and  scrupulous 
depictions  of  125  American 
artists'  paintings  and  their  re- 
lationship to  French  Impres- 
sionism. A  huge,  colorful 
treasure  trove. 


•  Royal  Children — by  Celia  Clear 
(Crown  Publishers,  $12.95). 
There  are  probably  as  many 
Americans  avid  in  their  follow- 
ing of  British  royalty  as  the  Brits 
themselves.  For  them,  this  is  a 
generously  captioned,  color-filled 
pictorial  bounty. 

Excerpt:  Life  expectancy  was  so 
short  in  the  Middle  Ages  that 
princes  frequently  became  king  at  a  very  tender  age.  Henry 
VI  was  only  nine  months  old  when  he  succeeded  Henry  V 
in  1422,  and  he  attended  his  first  Parliament  as  an  infant 
on  his  mother's  knee.  When  he  was  seven  he  was  crowned 
in  Westminster  Abbey  and  presumably  after  enduring  the 
long  ceremony  he  was  given  a  share  of  the  magnificent 
sweetmeats  prepared  for  the  celebrations,  including  a 
sugar  model  of  himself  with  two  saints.  .  .  .  [Prince 
Charles']  parents  were  in  no  hurry  to  make  him  aware  of 
his  destiny.  Prince  Philip  would  be  irritated  if  he  was 
shown  too  much  deference.  When  asked  in  an  interview 
many  years  later  to  pinpoint  the  moment  he  first  realised 
he  was  no  ordinary  mortal,  Prince  Charles  said  there  was 
no  sudden  awakening.  "I  think  it's  something  that  dawns 
on  you  with  the  most  ghastly  inexorable  sense.  I  didn't 
suddenly  wake  up  in  my  pram  one  day  and  say  'Yippee. ' ' 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Was  It  Worth  It? 

The  political  lag  and  jet  lag  [from 
President  Reagan's  tour  of  Europe]  are 
considerable.  .  .  .  No  sensible  doctor 
or  travel  agent  would  recommend 
such  punishment — not  to  mention  all 
the  other  problems  of  dressing  up  and 
making  toasts  at  fancy  dinners,  trying 
to  smile  and  wave  for  the  cameras, 
watching  the  steps  on  the  airplane 
stairs  and  trying  to  remember  the 
names  of  the  officials  and  the  country 
at  the  bottom  of  the  ramp.  .  .  . 

Seldom  in  his  presidency  have  his 
good  intentions  had  such  bad  results 
abroad  or  at  home.  .  .  .  There's  no 
great  crisis  now  that  wouldn't  be 
helped  by  a  week's  vacation  at  the 
presidential  ranch  in  California. 

— James  Reston,  New  York  Times 

It  Never  Fits 

Warranties  usually  promise  things 
won't  break,  but  I  notice  they  always 
include  a  list  of  places  where  you  can 
get  them  fixed.  Montana,  North  Da- 
kota .  .  .  there's  never  a  place  near  me. 

"If  this  item  has  to  be  returned, 
mail  it  back  in  its  original  container." 
They're  kidding.  They  expect  us  to 
save  all  that  stuff,  too?  I'd  have  to  take 
it  all  back  to  Japan  to  find  someone 
who  could  put  it  back  in  the  package 
it  came  in. 

— Andrew  A.  Rooney, 

A  Few  Minutes  with  Andy  Rooney 


Throwing  It  Away 

Alarms  are  growing  louder  in  gov- 
ernment, on  farms  and  in  cities  for 
action  now  to  clean  up  and  conserve 


water.  Experts  believe  that  water  will 
replace  energy  as  the  focus  of  the  na- 
tion's next  natural-resource  crisis. 
Warns  water  expert  Brent  Black- 
welder  of  the  Environmental  Policy 
Institute:  "We  spend  a  little  over  a 
billion  dollars  a  year  on  federal  recla- 
mation projects  to  grow  more  com- 
modities that  are  chronically  in  sur- 
plus. .  .  .  Our  water  crisis  is  a  crisis  of 
mismanagement. " 

— Ronald  A.  Taylor, 
U.S.  News  &)  World  Report 

Invested  Child 

Jackie  Coogan  was  a  prisoner  be- 
hind a  10-foot  wall.  "My  father  ex- 
plained it  to  me,"  Coogan  said.  "He 
said,  'Look,  Jackie,  you're  like  an  in- 
vestment, like  our  Rolls-Royce.' ' 

Fathers  were  often  absent  or  inef- 
fectual. Jackie  Cooper's  father  left  for 
cigarettes  when  Cooper  was  two  years 
old  and  never  returned.  Roddy 
McDowall's  father  was  a  ship's  officer 
who  occasionally  docked  in  Los  Ange- 
les. Those  brilliant  careers  were  usu- 
ally the  products  of  their  mothers' 
unfulfilled  dreams.  Darryl  Hickman 
summed  it  up  when  he  asked  his 
mother  why  she  had  put  him  in  mov- 
ies when  he  was  three  years  old.  "But, 
dear,  it's  what  you  always  wanted  to 
do,"  his  mother  answered. 

— Aljean  Harmetz,  review  of 

Twinkle,  Twinkle,  Little  Star, 

in  the  New  York  Times  Book  Review 

You'll  Crash 

Since  we  take  an  average  of  45,000 
car  trips  over  the  course  of  a  lifetime, 


"I'm  fond  of  you,  also,  Watty,  but  we 

need  more  in  common  than  being  low  in  cholesterol. 
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say  statisticians,  the  chance  of  being 
in  a  serious  accident  is  nearly  one  in 
two.  As  for  seat  belts,  fully  9,000  of 
the  35,000  people  killed  each  year  on 
the  road  could  have  been  saved  had 
they  buckled  up.  The  best  way  to  en- 
courage seat-belt  wearing,  psycholo- 
gist Paul  Slovic  advises,  "[Is  to)  make 
wearing  seat  belts  automatic  so  it's  no 
longer  a  matter  of  decision."  Click. 
— Jane  Stein,  American  Health 


What  entrepreneurs  make 
and  manage,  not  what 
economists  measure, 
is  the  real  economy. 

— George  Gilder, 
The  Spirit  of  Enterprise 


Untalented  Talent 

It  took  me  15  years  to  discover  I  had 
no  talent  for  writing,  but  I  couldn't 
give  it  up  because  by  that  time  I  was 
too  famous. 

—Robert  Benchley,  OMNI 

Housing  Wasted 

The  "housing  crisis"  agitating  May- 
or Koch  and  Governor  Cuomo  is  actu- 
ally a  product  of  local  attempts  to 
suspend  economic  law.  Everybody 
who  isn't  a  tenant  admits  how  destruc- 
tive the  city's  World  War  II  rent  con- 
trols have  been,  but  tenants  have  the 
most  votes.  An  extralegal  free  market 
in  abandoned  factory-loft  conversions 
compensated  somewhat,  but  City 
Hall's  first  instinct  was  to  prohibit 
most  conversions.  Anyone  fool  enough 
to  want  to  build  new  apartments  has  to 
pay  double  the  standard  price  for  con- 
crete because  of  a  Mafia  stranglehold 
on  the  commodity.  Vast  areas  of  New 
York  City  are  a  wasteland  of  abandoned 
housing  and  rubble. 

— Wall  Street  Journal  editorial 

A  Real  Lulu! 

It  was  a  small  dog,  a  Japanese  breed. 
His  name  was  Lulu.  He  was  allowed 
to  sleep  in  [Emperor  Haile  Selassie's] 
great  bed.  During  various  ceremonies, 
he  would  run  away  from  the  Emper- 
or's lap  and  pee  on  dignitaries'  shoes. 
The  august  gentlemen  were  not  al- 
lowed to  flinch  when  they  felt  their 
feet  getting  wet.  I  had  to  walk  among 
the  dignitaries  and  wipe  the  urine 
from  their  shoes  with  a  satin  cloth. 
This  was  my  job  for  ten  years. 

— Ryszard  Kapuscinski, 
The  Emperor 
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What  are  you  watching? 

Sssssh. 
Anything  good  on? 

I  want  to  hear  this. 
Anything  else  on? 

Come  on,  will  ya'? 
Hey,  isn't  that  what's-his-face? 

Who? 
I  read  about  him  in  the  paper. 

What  about  him? 
He's  some  big  wig  in  Washington. 

So  what  about  him? 
Sssssh. 

/  want  to  know. 
Not  now: 

Why  not  now? 
I  want  to  hear  this. 
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TELEVISION.  RADIO.  CABLE. 

NEWSPAPERS.  MAGAZINES.  NEWJ 

INFORMATION.  ENTERTAINMENT 

IN  A  WORD,  SCRIPPS  HOWARD  IS 

COMMUNICATIONS.  IN  TOTAL. 


|"^   SCRIPPS 

SU  HOWARD 

TOTAL  COMMUNICATIONS 
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WE  OFFER  A 

FUTURE 

TO  ATTRACTIVE 

YOUNG 

COMPANIES. 


INTERNATIONAL  CONSOLIDATED 

SILICON  ENTERPRISES  AND 

MICROCHIP  ADVENTURES 

HOLDING  COMPANY,  INC. 


Some  very  important  companies  aren't 
household  words.  Not  yet. 

And  some  don't  even  exist— except  in 
the  dreams  of  dedicated  entrepreneurs. 
Imagine  them  listing  on  the  New  York 
Stock  Exchange.  We  do. 
Because  the  New  York  Stock  Exchange 
is  not  just  for  today's  corporate  giants. 
It's  also  for  the  achievers  of  the  future. 
A  few  surprisingly  modest  numbers: 
A  typical  newly  listed  company  on  the  Big 
Board  produces  net  income  of  $8  million.  On 
revenues  of  $120  million.  For  2,000 
shareholders. 

You  don't  have  to  have  arrived  to  list  on  the 
Exchange.  You  only  have  to  be  going  places. 
It's  our  job  to  help  you  get  there. 
The  depth  and  liquidity  of  our  market 
give  a  listed  company  powerful  advantages  in 
raising  equity  capital. 
The  visibility  of  an  Exchange  listing  gives  a  company 
access  to  millions  of  potential  shareowners.  At  home. 
And  abroad.  » 

Growing  young  companies  are  discovering  a 
remarkable  phenomenon:  the  future  arrives  faster  on 
the  New  York  Stock  Exchange. 

Ask  us  about  your  future  on  the  Big  Board.  Call 
Mr.  Robert  Britz  of  the  New  York  Stock  Exchange  at 
212-623-6057. 


New  York 
Stock  Exchange 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


TIMELY  BARGAIN 


Several  senators  have  asked  the  Pentagon  to  buy  Nor- 
throp Corp.'s  F-20  fighter  planes.  The  Defense  Department 
should  heed  this  congressional  call. 

Right  now  the  Air  Force  prefers  sticking  with  General 
Dynamics'  fancier,  more  expensive  F-16  version  instead  of 
having  a  mix  of  the  two. 

Buying  the  F-20  would  increase  competition — always  a 
rarity  in  Pentagon  contracting — among  makers  of  jet  fight- 
ers. The  F-20  is  also  cheaper  to  buy  and  to  maintain. 
Northrop  has  agreed  to  sell  396  of  the  aircraft  to  Uncle 
Sam  at  a  fixed  price  of  $15  million  a  copy.  The  cost  of  the 
F-16  is  $19  million  and  rising. 

True,  the  F-20  is  less  sophisticated,  less  gold-plated  than 
General  Dynamics'  version.  But  a  growing  number  of 
military  experts  rate  it  a  worthy  aircraft.  For  example,  a 


study  by  the  National  Guard  Association,  a  group  of  active 
and  retired  National  Guard  officers,  had  high  praise  for  the 
plane's  maneuverability  as  well  as  its  lower  maintenance 
cost  and  manpower  requirements. 

Remarkably,  the  F-20  was  created  by  Northrop  without  a 
cent  of  Pentagon  money.  The  company  ponied  up  the  entire 
$800  million  in  development  costs.  It  was  originally  de- 
signed for  the  export  market,  but  the  Reagan  Administra- 
tion overturned  a  Carter  Administration  ruling  and  allowed 
foreign  countries  to  buy  the  more  prestigious  F-16. 

Unless  the  Air  Force  can  come  up  with  convincing 
evidence  as  to  the  aircraft's  shortcomings,  it  should  begin 
immediately  placing  F-20  orders. 

Now  that  Congress  is  freezing  defense-spending  growth, 
such  a  move  would  be  both  timely  and  necessary. 


K  )  MYSTERY  TO  POOR  PERFORMANCE 


The  Reagan  Administration  had  high  hopes  four  years 
ago  that  Jamaica,  which  had  just  booted  out  an  economi- 
cally disastrous  far  left  government,  would  become  a  free- 
market  model  for  the  Caribbean  as  well  as  the  underdevel- 
oped world.  That  country  has  not  improved  nearly  as 
much  as  expected  (see  right),  and  this  disappointment  has 
important  implications  for 
U.S.  foreign  policy. 

Unfortunately,  here  and  in 
too  many  other  nations,  f  tee- 
enterprise  rhetoric  has  not  been  translated  into  reality. 

In  Jamaica,  the  bureaucracy  remains  stifling.  American 
companies  trying  to  invest  in  that  country  are  tangled  in 
red  tape.  Jamaican  citizens  are  punished  if  they  achieve 
success — workers  hit  the  58%  tax  bracket  with  annual 
incomes  of  just  under  $3,000.  No  wonder  thousands  of 
middle-class  professionals  leave  the  country  for  the  U.S. 

Under  these  circumstances,  Jamaica's  continued  stagna- 
tion is  not  so  puzzling. 

The  same  holds  true  in  many  other  countries.  The 
Mexican  bureaucracy  remains  omnipotent  and  economi- 
cally oppressive;  taxes  continue  to  go  up.  Similar  circum- 
stances exist  in  Argentina,  which  functions  only  because 
of  a   thriving  underground   economy.    Economist   Alan 


Capitalist  Renaissance  Promise  for  Jamaica 
^yPjjJJ}^^j^terSieaga  Fails  to  Materialize 


Reynolds  of  Polyconomics  points  out  that  inflation  has 
been  so  virulent  in  Peru  that  an  income  earner  hits  the 
67%  tax  bracket  at  the  equivalent  of  $40. 

What  should  the  U.S.  do?  Most  important,  we  should 
start  putting  pressure  on  the  International  Monetary 
Fund — economic  doctor  to  sick  nations — to  change  its 

prescriptions. 

The  IMF  overemphasizes 
the  need  to  achieve  a  balance 
-wall  street  iournm  of  trade  surplus  and  for  reduc- 
ing a  budget  deficit.  Too  often,  moreover,  the  agency 
doesn't  care  how  these  objectives  are  met.  A  country  like 
Mexico  can  have  a  rip-roaring  inflation,  a  confiscatory  tax 
code,  a  destructive  regulatory  environment  and  yet  win 
smiles  from  IMF  economists  because  it  has  a  trade  surplus 
and  is  reducing  the  government  budget  deficit. 

The  appropriate  IMF  thrust  is  simple  enough — promote 
policies  that  make  it  worthwhile  for  people  to  be  produc- 
tive. That  usually  means  lower  tax  rates,  less  regulation  and 
a  stable  currency.  (Perversely,  the  IMF  helps  fuel  inflation 
by  encouraging  repeated  devaluation  of  currencies.) 

The  benefits  to  the  U.S.  of  Third  World  economic 
growth  are  self-evident.  Here  is  an  area  where  Secretary  of 
State  George  Shultz  can  make  a  significant  contribution. 
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Canadian  Imperial 


J^oati  Agreement 
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After  handshakes  and  promises,  this  is 
the  ultimate  test  of  a  bank: 

Its  ability  to  cut  a  deal. 

At  Canadian  Imperial  Bank  Group,  we 
push  ourselves  to  get  the  right  deal  approved. 
At  the  right  time. 

The  simple  fact  is,  it  takes  fewer  people 
to  approve  a  loan  at  our  bank  than  at  many 
large  banks.  So  you  get  a  response  a  lot  sooner. 

We've  been  getting  results  like  this  for 
our  U.S.  customers,  big  and  small,  for  100  years. 


It's  made  Canadian  Imperial  Bank  one  of 
the  10  largest  banks  in  North  America. 

We're  not  promising  that  every 
customer  who  tests  our  response  will  get 
everything  they  ask  for.  No  bank  can  honestly 
promise  that.  But  we  will  say  this: 

Our  people,  products  and  pricing 
consistently  bring  us  repeat  business  from  our 
corporate  credit  customers. 

And  for  our  money,  that's  an  approval 
stamp  from  the  best  source  there  is. 


©  1985  Canadian  Imperial  Bank  of  Commerce 


PUT  US  TO  THE  TEST. 

<n>  Canadian  Imperial  Bank  Group 
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What's  Ahead  for  Business 


An  OPEC  size 
crisis 


The  ball  is 
in  the  U.S.'  court 


Time  to 
hone  a  deal 


Edited  by  Howard  Banks 


IT'S  TIME  FOR  JAPAN  TO  DELIVER 

Japan's  nonenergy  trade  surplus  with  the  rest  of  the  world 
reached  more  than  $130  billion  in  1984,  roughly  the  same  as  OPEC's 
oil  revenues  in  the  mid-1970s. 

The  industrial  world  treated  OPEC  as  an  international  crisis.  Japan's 
mercantilist  selfishness  is  equally  as  threatening;  unfortunately,  there 
is  no  similar  consensus  of  outrage  this  time. 

France,  frustrated  by  a  weak  economy,  split  from  the  European  Com- 
munity at  the  economic  summit.  The  U.S.  rejects  European  proposals 
for  a  united  front  against  Japan,  which  would  include  other  trading 
groups,  using  GATT  or  even  IMF  rules. 

Free  trade  is  threatened,  even  in  the  U.S.  Now  only  the  American 
wheat  and  soybean  growers  and  retailers  wholly  favor  free  trade.  About 
40%  of  U.S.  trade,  including  the  money-spinning  auto  industry,  is 
cosseted  in  some  fashion  and  the  rest  want  similar  comfort. 

True,  U.S.  trade  is  in  a  deepening  hole  with  countries  like  Brazil 
($18  billion  deficit  in  1984,  up  from  $14.7  billion  a  year  earlier)  and 
Canada  ($20.4  billion,  up  from  $14.3  billion). 

But  Japan's  surplus  ($38  billion  in  1984,  and  rising  fast)  is  the  key 
problem.  Familiar  excuses  ("American  businessmen  don't  try  hard 
enough,"  "American  quality  is  poor")  are  no  substitutes  for  action. 
The  strength  of  the  dollar  provides  no  easy  explanation,  either.  Japan's 
trade  surplus  has  risen,  even  with  countries  like  West  Germany  whose 
currencies  have  weakened  against  the  yen. 

The  least  credible  Japanese  line  is  that  selling  Alaskan  oil  to  Japan 
would  cut  $10  billion  from  the  deficit,  ignoring  the  replacement  oil  the 
U.S.  would  have  to  import  from  OPEC. 

These  are  examples  of  what  the  Japanese  call  tatemae — negotiating 
smokescreen — as  distinct  from  honne,  real  man-to-man  negotiation. 

Westerners  miss  the  distinction,  which  is  why  nitpicking  talks  on 
things  like  telecommunications  equipment  produce  no  new  sales  and 
why  the  new  MOSS  (market-oriented  sector  specific)  talks  will  gather 
nothing. 

A  simpleminded,  performance-based  proposal:  Tell  the  Japanese  to  cut 
the  surplus,  say,  to  $30  billion  this  year,  $20  billion  next  and  so  on. 
How  is  their  problem.  Otherwise  they  will  face  an  import  surcharge. 

It's  crude,  but  faced  with  targets  like  this  the  Japanese  have  delivered 
before — on  steel  or  car  imports,  or  even  with  the  subsidized  loans  used 
in  the  early  1970s  to  buy  U.S.  airliners  for  sale  to  third  countries  as  a 
way  to  reduce  Japan's  then-surplus. 

Sure,  it's  a  bluff  of  sorts  (free  trade  has  been  good  for  the  U.S.  and  a 
surcharge  would  inhibit  modernizing  U.S.  industry).  But  it's  a  bluff 
that  the  Japanese  could  not  dare  call,  for  fear  of  losing  access  to  the 
world's  richest  market.  Limited  here,  where  else  could  they  sell? 
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The  Forbes  Index 


Forbes  Index 


12-month  closeup 
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Current  170.4* 

Previous  170.2t 

Percent  change  0.1 
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Bumping  along  the  top.  The  last  time  the  Forbes  Index 
posted  a  month-to-month  increase  was  in  January.  In  the 
latest  reporting  period  the  index  gained  0.1%,  which 
brings  it  back  to  the  January  record  level.  This  time, 
however,  only  two  items,  relating  to  unemployment  and 
inventories,  were  available  for  update.  It  will  be  necessary 
to  wait  for  more  monthly  data  to  determine  whether  the 


final  version  of  the  index  ends  in  the  plus  column. 

New  unemployment  claims  were  off  0.4%  from  the 
previous  month  and  touched  their  lowest  level  since  last 
September.  Manufacturers'  inventories  show  a  month-to- 
month  rise  of  0.4%.  Meanwhile,  revised  figures  for  manu- 
facturers' new  orders  show  a  steeper  decline — 3% — than 
the  2.4%  loss  previously  reported. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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WE  OUTGREW  OUR  NAME 


Holiday  Inns,  Inc.  has  grown  to  become 
Holiday  Corporation.  It  is  a  new  name 
that  stands  for  all  our  different  businesses 
but  still  reflects  the  pride  in  our  Holiday 
Inn  roots. 

The  new  Holiday  Corporation  en- 
compasses some  of  the  biggest  and 
best  names  in  the  hotel,  gaming  and 
restaurant  industries: 
Holiday  Inn-The  world's  leader  in  full- 
service,  value-priced  hotels. 

Harrah's-The  leader  in  casino  gaming  and 
five-star  service. 

Embassy  Suites-The  fast  growing  leader 
in  all-suite  hotels. 


-HOLIDAY 
CORPORATION 

The  Leader  In  Hospitality 


The  Residence  Inn-Unique  accom- 
modations with  a  residential  flavor. 
Holiday  Inn  Crowne  Plaza-Top-of-the- 
line  hotels  for  the  discriminating  traveler. 
Hampton  Inn-High-quality,  affordably 
priced  hotels. 

Perkins-Full-service  restaurants  for  the 
whole  family  twenty-four  hours  a  day. 
Holiday  Inns,  Inc.  began  as  a  single, 
good  idea  in  1952-taking  great  care  of 
our  guests. 

Today,  Holiday  Corporation  is  many 
leading  hospitality  companies  and  people 
worldwide  all  dedicated  to  the  same  good 
idea.  And  growing  better  than  ever. 


For  more  information  and  a  copy  of  our  Annual  Report,  please  write  to:  Investor  Relations,  Holiday  Corporation,  3742  Lamar  Avenue,  Memphis,  TN  38195. 


The  following  trademarks  are  the  properly  of  Holiday  Corporation,  Us  subsidiaries  or  affiliates:  Holiday  Inn.'  HarrarVs,*  I mbassy  Suites,"  The  Residence  Inn,'  Holiday  Inn  Cn 
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When  you're  off  to  see  the  world,  wherever  you're  going,  you  want  to  know 
the  world's  going  to  welcome  you.  And  when  you  carry  MasterCard  Travelers 
Cheques  that's  something  you  can  look  forward  to.  On  six  continents,  in  160 
countries,  jurisdictions,  and  every  one  of  the  United  States,  MasterCard 
Travelers  Cheques  are  as  welcome  as  cash.  They're  refundable  and, 
if  lost,  replaceable  at  ever  100,000 locations  worldwide.  That's  why 
seasoned  travelers  now  travel  with  us.  Wherever. 

MasterCard  Travelers  Cheques 

So  Worldly.  So  Welcome. ™ 


Forbes 


Warren  Buffett  has  become  a  folk  hero;  all  Wall  Street  embraces 
Ben  Graham.  Alas,  the  hunters  outnumber  the  prey. 

We  love  you,  Ben  Graham, 

but  its  time 

to  take  a  vacation 


By  William  Baldwin 
and  Jean  A.  Briggs 


Columbia  business  school  had 
to  turn  away  half  the  450 
alumni  who  wanted  to  attend  a 
May  13  seminar  where  Warren  Buffett 
spoke  on  investing.  In  a  single  week 
in  February  the  New  York  Times,  Bar- 
ron's and  Money  magazine  ran  articles 
on  "value"  investing.  Value  guru 
Mario  Gabelli  has  gone  from  $500,000 
to  $484  million  under  management  in 
just  over  seven  years.  Now  every  two- 


bit  broker,  it  seems,  is  spouting 
quotes  from  Benjamin  Graham. 

Ah,  the  fickle  ways  of  Wall  Street. 
Less  than  a  generation  ago,  Ben  Gra- 
ham's concepts  were  thought  to  be  a 
quaint  but  obsolete  echo  from  the 
past.  Now  it's  "There's  only  one  Gra- 
ham, and  Buffett  is  his  prophet." 

"In  1973  it  was  one-decision 
growth  stocks.  In  1975  it  was  market 
timers.  Then  small-cap  stocks  and 
emerging  growth.  In  the  last  two  or 
three  years  everybody  has  become  a 
value  buyer,"  says  Michael  Stolper, 


whose  San  Diego  firm  rates  money 
managers. 

What  does  "value"  mean  in  Wall 
Street  terms?  Benjamin  Graham,  who 
died  in  1976,  let  the  world  in  on  his 
secrets  with  the  1934  publication  of 
Security  Analysis,  coauthored  with  Da- 
vid L.  Dodd.  Graham  taught  that  in- 
vestors should  go  for  assets  rather 
than  for  glamour  or  growth  projec- 
tions. Were  the  assets  not  yielding 
much?  Never  mind.  Somebody  or 
something  would  happen  to  squeeze  a 
good  return  out  of  them.  Besides,  in 
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buying  assets,  you  limited  your  risk. 
Assets  could  always  be  liquidated,  but 
who  would  bail  you  out  if  growth  or 
glamour  proved  disappointing?  Many 
of  the  acolytes  who  sat  at  the  feet  of 
Father  Benjamin  prospered.  One  of 
them,  Warren  Buffett,  grew  rich  and 
famous  with  his  own  brilliant  appli- 
cations and  adaptations  of  the  mas- 
ter's ideas. 

Nowadays  the  liberal  wing  of  Gra- 
ham and  Dodd  investing  stretches  the 
definitions  a  bit.  Graham  looked  for 
stocks  so  cheap,  so  neglected,  they 
sold  for  less  than  the  value  of  their 
working  capital.  You  got  the  bricks 
and  mortar  and  goodwill  for  nothing. 
Few  such  bargains  survive.  Today's 
value  hunters  settle  for  stocks  they 
think  have  assets  greater  than  their 
market  price:  Real  estate,  timberland, 
trademarks,  business  "franchises" 
like  monopoly  newspapers — anything 
on  which  an  appraised  value  can  be 
readily  slapped  goes  into  the  formula. 
Add  it  up,  subtract  liabilities  like  debt 
and  underfunded  pensions,  and  you 
have  a  hypothetical  breakup  value  or, 
as  Buffett  prefers,  "private  owner  val- 
ue." But  the  emphasis  is  the  same  as 
Graham's:  Never  mind  earnings,  con- 
centrate on  assets. 

Trouble  is,  when  everybody  knows 
something  about  markets,  the 
"truth"  no  longer  is  true.  Because  the 
Graham-Buffett  approach  worked  so 
spectacularly  in  recent  years,  too 
many  people  have  become  adherents. 
Which  has  to  be  frightening  to  a  true 
Grahamite,  because  his  approach  is, 
essentially,  a  contrarian  one.  Indeed, 
some  clever  Grahamite  players  are 
raising  the  drawbridge  behind  them. 
Four  practitioners — Sequoia  Fund, 
Windsor  Fund,  Lindner  Fund  and 
Tweedy,  Browne  Inc. — have  closed 
their  investment  pools  to  newcomers. 
"We're  not  finding  securities  selling 
in  the  marketplace  at  significant 
enough  discounts  to  our  estimate  of 
private  market  value,"  says  John 
Spears  at  Tweedy,  Browne.  Value 
hunter  Howard  Newman,  son  of  Ben 
Graham's  partner  and  chairman  of 
Western  Pacific  Industries,  was  sit- 
ting on  $166  million  in  cash  at  year- 
end — slightly  over  half  of  his  assets. 

"Graham's  premise  was  that  there 
would  periodically  be  times  when  you 
couldn't  find  good  values,  and  it's  a 
good  idea  to  go  to  the  beach,"  says 
Buffett.  Buffett  isn't  exactly  going  to 
the  beach,  but  his  latest  deal  (see  fol- 
lowing story)  takes  him  far  afield. 

As  the  experts  grow  more  wary,  the 
newcomers  crowd  in.  In  a  list  of  mon- 
ey managers  in  the  Money  Market  Di- 
rectory of  Pension  Funds,  "value-orient- 
ed" appears  68  times.   Where  once 


growth  rates  were  all  that  mattered, 
now  brokers,  institutional  investors, 
stock  columns — even  New  York  maga- 
zine— are  talking  about  breakups. 
CBS  is  worth  $200  a  share,  you  are 
told,  Holiday  Corp.  could  sell  out  for 
$90,  Texaco's  reserves  are  worth  three 
times  the  recent  $38  share  price. 

Maybe  these  stocks  are  under- 
priced,  and  maybe  they  are  not. 
Chances  are  that  Ben  Graham  would 
have  been  horrified  to  see  them  listed 
as  value  bargains.  Alas,  most  of  the 
certifiable  deep-discount  bargains 
have  disappeared.  Value  Line's  list  of 
stocks  going  for  less  than  net  working 


Price,  who  have  made  brilliant  bets  on 
bonds  of  bankrupt  companies  through 
their  Mutual  Shares  and  Mutual 
Qualified  Income  funds,  are  managing 
174  times  as  much  as  they  had  in 
1975.  Thanks  to  his  spectacular  suc- 
cess with  media  stocks,  Mario  Gabelli 
is  managing  13  times  as  much  as  he 
was  as  recently  as  1981.  Will  he  find 
the  necessary  bargains  in  today's  mar- 
ket? It  won't  be  easy. 

There  are  now  dozens  of  money 
managers  trying  to  do  Ben  Graham 
investing  who  weren't  even  in  busi- 
ness a  decade  ago.  And  add  in  the 
billions  of  dollars  of  leveraged  buyout 


How  the  big  guns  are  doing 


These  three  value  hunters  have  a  lot  more  money  under  management 
than  they  used  to.  For  that,  credit  their  past  successes.  But  what  now?  Is 
there  enough  quarry  out  there  for  so  much  ammunition? 
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capital  is  down  from  55  five  years  ago 
to  5  today.  And  so  brokers  are  scrap- 
ing the  barrel's  bottom.  "You've  got  a 
small  growth  in  the  number  of  corpo- 
rations to  invest  in  and  an  extremely 
large  growth  in  the  money  chasing 
these  corporations,"  says  Irving  Kahn, 
a  New  York  City  investor  who  was  a 
shareholder  in  the  original  Graham- 
Newman  Corp.  fund  in  the  1930s. 
"With  a  great  many  players  pushing 
through  the  door  of  the  roulette  room, 
it's  hard  to  expect  that  the  odds  will 
be  anything  but  unfavorable." 

The  room  is  crowded  and  throngs 
wait  outside  to  get  in.  In  January 
1975,  when  stocks  were  cheap, 
Tweedy,  Browne  had  $50  million  to 
play  with.  Now  the  firm  manages 
$550  million.  Warren  Buffett's  $2.1 
billion  investment  pool,  Berkshire 
Hathaway,  is  50  times  as  big  as  it  was 
in    1975.    Max    Heine   and   Michael 


capital  seeking,  as  the  value  hunters 
do,  companies  whose  assets  are  traded 
cheaply  in  the  stock  market. 

What  is  a  value  player  to  do,  if  he 
isn't  big  enough  to  take  over  a  televi- 
sion network?  Sit  on  a  pile  of  cash — 
and  reminisce.  "In  the  old  days  you 
could  buy  cash  at  a  discount,"  sighs 
Jonathan  Schwartz,  who  manages  $20 
million  under  Grahamist  principles 
in  Cambridge,  Mass.  Schwartz  is  only 
60%  invested,  and  he  is  refusing  new 
money.  "I  got  Needham,  Harper  & 
Steers  at  5  when  there  was  over  $6  per 
share  in  cash.  The  15th-largest  adver- 
tising agency  was  thrown  in  free." 
That  was  in  1974;  management  took 
the  firm  private  in  1977  at  13 l/a. 

In  1980  Schwartz  bought  AFA  Pro- 
tective Systems,  Inc.,  a  central  alarm 
company,  at  6,  or  1.5  times  cash  flow. 
The  thinly  traded  stock  has  climbed 
to  37'/2.  In  1975  Schwartz  was  buying 
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Sonderling  Broadcasting  Corp.  at  4,  or 
twice  cash  flow.  "It  owned  radio  and 
TV  stations  which  even  at  that  time 
were  worth  7  or  8  or  9  times  cash 
flow.  The  company  sold  out,  and 
shareholders  got  close  to  $30  per 
share,"  says  Schwartz. 

"There's  a  whole  other  field  that 
has  gone  to  pot — bankruptcy,"  says 
Schwartz.  Mutual  Shares,  the  now- 
famous  Heine-Price  fund,  made 
searching  for  bargains  among  bank- 
ruptcies popular.  The  fund  has  an  av- 


erage 24%  annual  return  over  the  past 
decade.  The  next  decade  may  be  more 
difficult.  Not  only  does  the  fund  have 
more  money — so  much  that  it  is  con- 
sidering refusing  more — but  it  has  at- 
tracted plenty  of  imitators. 

So,  Graham  is  worthless  after  all? 
Certainly  not.  But  everything  is  cycli- 
cal. When  there  are  no  more  Graham- 
type  values,  brokers  and  money  man- 
agers will  counterfeit  them.  "It  is  one 
thing  to  think  you  see  values,  another 
for  them  to  exist  and  still  something 


else  for  the  values  to  be  realized,"  says 
Stolper,  the  professional  evaluator  of 
money  managers. 

And  so  people  will  get  burned  by 
the  counterfeit  article  and,  not  under- 
standing what  happened  to  them, 
turn  away  from  Graham  principles. 
Then  the  genuine  article  will  reap- 
pear. When  will  it  reappear?  Probably 
when  Warren  Buffett's  telephone 
stops  ringing  off  the  hook  from  jour- 
nalists who  want  to  know  the  secrets 
of  his  success.  ■ 


John  Kluge  is  selling  TV  stations  at  record 
prices,  Warren  Buffett  is  buying  TV  stations 
at  record  prices.  Can  both  of  them  be  right? 

Two  paths 
diverged . . . 


By  Allan  Sloan 


WHENEVER  YOU  SEE  tWO  Very 
smart,  very  successful  people 
doing  opposite  things  at  the 
same  time,  you  have  to  wonder  what 
the  hell  is  going  on. 

Well,  what  is  going  on?  In  one  cor- 
ner we  have  Metromedia  Chairman 
John  Kluge,  legendary  billionaire,  the 
sage  of  Secaucus,  N.J.,  a  man  who  has 
never  sold  a  TV  property  voluntarily, 
unloading  Metromedia's  seven  TV 
stations  at  record  prices  both  in  dol- 
lars and  in  multiples  of  the  stations' 
cash  flow. 

In  the  other  corner  we  have  Berk- 
shire Hathaway  Chairman  Warren 
Buffett,  legendary  demibillionaire, 
the  oracle  of  Omaha,  a  man  who  has 
prided  himself  on  buying  assets 
cheaply.  While  Kluge  is  selling,  Buf- 
fett is  buying  into  ABC's  television 
stations  at  multiples  similar  to  those 
at  which  Kluge  is  selling  Metrome- 
dia's stations. 

All  this  you  have  read  in  the  papers. 
Bur,  as  we  asked,  what  the  hell  is 
going  on?  Two  legendary  investors. 
One  selling  TV  stations  dear,  one 
buying  TV  stations  dear. 

Has  one  of  these  brilliant  business- 
men lost  his  marbles?  Or  could  they 
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both  be  right?  How  could  they  both  be 
right?  Because  there  is  a  crucial  differ- 
ence between  the  two  deals.  It  is  this: 

Kluge  is  selling  well-run  stations 
into  the  buying  frenzy  created  when 
Buffett  and  Capital  Cities  Communi- 
cations agreed  to  buy  ABC  for  $3.5 
billion.  Whereas  Kluge  has  polished 
his  stations  to  a  high  degree  of  profit- 
ability, Buffett  and  Cap  Cities  are 
buying  stations  performing  below  po- 
tential. Looked  at  this  way,  there  is 
much  more  room  on  the  upside  for 
Buffett-Cap  Cities  than  for  Rupert 
Murdoch  and  Marvin  Davis,  who  are 
buying  Kluge's  stations. 

Let's  analyze  Kluge's  deal,  about 
which  lots  has  been  written,  much  of 
it  wrong.  The  deal,  scheduled  to  close 
late  this  year,  calls  for  Murdoch  and 
Davis  to  pay  "more  than  $2  billion" 
for  Metromedia's  seven  stations,  then 
to  sell  one  of  them,  WCVB-Boston,  to 
Hearst  Corp.  for  $450  million. 

The  exact  price  Kluge  will  get  is 
pennies  above  $2  billion.  That  extra 
change  is  "a  matter  of  principle  on 
Kluge's  side,"  explains  Howard 
Squadron,  Murdoch's  lawyer.  The 
price  is  12  to  13  times  the  seven  sta- 
tions' annual  cash  flow,  compared 
with  the  old  industry  standard  of  10. 

Cash  flow,  not  earnings,  is  what 


counts  in  most  media  deals.  Cash 
flow — revenues  minus  expenses,  be- 
fore counting  debt  service,  taxes  and 
depreciation — is  the  traditional  way 
of  pricing  TV  stations,  which  generate 
cash  vastly  in  excess  of  reported  prof- 
its. Whichever  way  you  slice  it,  Mur- 
doch and  Davis  are  paying  through 
the  nose. 

Why  is  Kluge  selling?  Why  not?  Af- 
ter  30  years  of  trading  up  to  stations  in 
the  biggest  markets,  Kluge  is  at  the 
end  of  the  line.  All  his  stations  are  in 
the  top  ten  markets,  including  the  top 
three,  which  leaves  him  nothing  to 
trade  for. 

Kluge,  as  usual,  isn't  talking  to 
Forbes.  Leon  Black,  a  comanager  of 
the  mergers  and  acquisitions  depart- 
ment at  Drexel  Burnham  Lambert, 
which  claims  credit  for  putting  Kluge, 
Murdoch  and  Davis  together,  says 
that  in  the  past  Kluge  believed  that 
TV  stations  would  have  quantum  in- 
creases in  value  as  buyers  paid  higher 
multiples  of  higher  cash  flows.  Now, 
Black  says,  Kluge  thinks  the  quantum 
increases  will  come  in  such  business- 
es as  paging  and  cellular  radio,  in 
which  profits — and  values — will  grow 
exponentially.  Kluge,  in  short,  is 
cashing  in — if  not  at  the  top  of  the  TV 
market,  at  a  point  where  he  thinks 
further  appreciation  will  be  moderate. 

Combine  the  TV  sale  with  what 
Kluge  could  get  from  selling  Metro- 
media's radio  and  billboard  proper- 
ties, which  apparently  are  on  the  mar- 
ket, and  Metromedia  would  have 
more  than  $1  billion  in  cash  and  a 
mere  $350  million  in  debt.  (The  cash 
figure  is  before  income  taxes;  know- 
ing the  way  Kluge  works,  those  will 
be  held  to  a  minimum.) 

Less  than  two  years  ago  Kluge's 
Metromedia  stock  and  options  were 
valued  in  the  stock  market  at  a  mere 
$250  million.  Now,  one  leveraged 
buyout  (Forbes,  Apr.  23,  1984)  and  one 
junk  bond  refinancing  (Dec.  17,  1984) 
later,  Kluge  has  quintupled  his  mon- 
ey. From  being  merely  megarich  he 
has  become  supermegarich.  He  has 
taken  out  more  than  $100  million  in 
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cash,  owns  75.5%  of  the  company  and 
has  options  to  increase  that  to  more 
than  90%.  That  90%  would  be  worth 
at  least  $1  billion. 

It  is  whispered  by  some  Kluge 
watchers  that  the  70-year-old  Kluge, 
who  a  few  years  ago  married  a  woman 
half  his  age  and  recently  adopted  a 
baby  son,  has  discovered  that  owning 
the  nation's  most  desirable  collection 
of  television  stations  isn't  the  only 
way  to  bliss.  Unloading  assets  and 
getting  out  from  under  Metromedia's 

Been  Burke  Galella 


John  Kluge,  sage  ofSecaucus 
If  a  seller  is  right .  .  . 

$1.3  billion  of  junk  bond  debt  makes 
it  easier  for  Kluge  to  take  extended 
vacations  and  to  invest  in  new  ven- 
tures exactly  as  he  pleases,  not  as  it 
pleases  his  creditors. 

Now  for  the  buyers.  Were  they  had 
by  Kluge?  It  might  seem  that  way. 
Netting  out  the  sale  of  the  Boston 
station  to  Hearst,  Murdoch  and  Davis 
are  paying  $1.55  billion  for  stations 
with  a  cash  flow  we  estimate  at  $110 
million  a  year.  Most  of  the  purchase 
price  will  consist  of  assuming  Metro- 
media's $1.3  billion  of  junk  debt  and 
the  $50  million  of  interest  that  will 
have  accrued  on  the  zero  coupon  por- 
tion of  that  huge  borrowing.  The  pre- 
tax cost  of  the  debt  is  about  15% — 
about  $140  million  annually  in  cash, 
and  $60  million  in  accrued  zero  cou- 
pon interest.  The  pretax  cash  return 
on  the  stations  is  about  7%.  Cash 
interest  payments  alone  will  eat  up 
every  cent  the  stations  throw  off,  as 
well  as  virtually  all  the  interest  the 
Murdoch-Davis  venture  will  earn  on 
the  money  Hearst  will  pay  for  the 
Boston  station.  And  the  two  new 
owners  will  get  no  return  on  the  $650 
million  cash  part  of  their  investment. 

It  has  been  widely  reported  that  the 


$450  million  of  Hearst  money  will 
reduce  Murdoch  and  Davis'  cash  out- 
lay to  $200  million.  That's  wrong.  If 
Murdoch  and  Davis  are  to  assume  the 
Metromedia  junk  debt,  the  $450  mil- 
lion will  have  to  stay  in  the  company, 
without  either  man's  borrowing  it  out 
or  dividending  it  to  his  companies. 
The  reason:  The  Boston  station  and 
nine  Metromedia  radio  stations  are 
now  part  of  the  collateral  backing  the 
bonds.  The  only  way  bondholders  will 
release  that  collateral  is  if  the  $450 
million  replaces  it.  That  cash  and  the 
$1.55  billion  valuation  the  deal  places 
on  the  six  stations  will  be  good  collat- 
eral. Or  so  Drexel  says. 

There  are  published  rationaliza- 
tions for  Murdoch  and  Davis'  paying 
this  huge  price:  better  outlets  for 
Twentieth  Century-Fox;  formation  of 
a  fourth  network;  Marvin  Davis' 
transformation  from  a  Denver  oil 
man  into  a  Hollywood  mogul;  Rupert 
Murdoch's  lust  for  political  influence. 

There  is  a  simpler  explanation,  only 
it's  not  a  standard  dollars-and-cents 
explanation.  Murdoch,  who  is  obvi- 
ously the  major  player  in  this  deal  and 
will  probably  take  Davis  out  sooner  or 
later,  wants  to  be  a  force  in  global 
communications  and  needs  big  U.S. 
TV  stations  to  do  it.  The  only  way  to 
get  these  stations  is  to  pay  the  going 
price.  He  wants  in  and  is  willing  to 
pay  what  the  ticket  costs. 

Knowing  he  held  one  of  the  few 
tickets  to  a  game  that  Murdoch  badly 
wanted  to  attend,  Kluge  held  out  for, 
and  got,  top  dollar. 

What,  though,  of  Rupert  Murdoch? 
Is  he  on  his  way  to  bankruptcy  court? 
Hardly.  With  ample  cash  flows  from 
his  other  businesses,  Murdoch  can  eat 
the  losses  his  new  venture  will  show. 
Murdoch's  not  a  man  to  count  the 
cost  when  he  wants  something.  Look 
at  the  $100  million-plus  he  has 
poured  into  the  moneylosing  New  York 
Post  over  the  years. 

When  you  have  ambitions  like 
Murdoch's,  and  when  you  have  his 
grasp  of  media  realities,  you  don't 
worry  about  quarterly  earnings  or 
even  annual  earnings.  You  fix  on  the 
big  picture.  Which  is  another  way  of 
saying  that,  yes,  Murdoch  overpaid  in 
the  short  run  but  not  necessarily  in 
the  long  run. 

What  about  Warren  Buffett  and  his 
partner,  Capital  Cities  Chairman 
Thomas  Murphy?  When  they  finish 
liquidating  pieces  of  the  Cap  Cities- 
ABC  combination,  Buffett  and  Mur- 
phy will  be  paying  for  ABC  largely 
with  equity — their  own  money,  in 
short — rather  than  paying  15%  for 
borrowed  money  the  way  Murdoch 
and  Davis  are. 


Moreover,  Buffett  and  Murphy  are 
taking  over  properties  that  can  be 
made  to  throw  off  additional  cash  in 
fairly  short  order.  How?  Simply  by 
cutting  costs. 

Try  this  arithmetic;  it  gives  you  an 
idea  what  Buffett  and  Murphy  are 
thinking: 

The  purchase  price  is  $3.5  billion. 
Value  ABC's  radio  and  publishing 
businesses  and  its  ESPN  holdings  at 
$700  million.  Value  the  ABC  net- 
work— which   is   a   voluntary   affili- 


Dan  Budnik.'W'iKidfin  Camp 


Warren  Buffett,  oracle  of  Omaha 
.  .  .  must  a  buyer  be  wrong? 

ation  of  200  stations — at  $1.4  billion 
(7  times  estimated  annual  pretax  cash 
flow).  That  leaves  $1.4  billion,  or  13 
times  estimated  annual  pretax  cash 
flow,  for  the  five  ABC-owned-and-op- 
erated  TV  stations. 

Assume  Cap  Cities'  Tom  Murphy, 
famous  for  his  intelligent  cost-cutting 
and  aversion  to  unions,  can  boost  cash 
flow  by  a  third  over  the  next  few 
years.  That  gets  the  multiple  below 
10.  If  he  can  increase  ABC's  margins 
to  what  Cap  Cities'  stations  now 
boast,  the  multiple  drops  to  9.  Not  a 
screaming  bargain  but  a  fair  price  for 
such  a  coveted  kind  of  property. 

There  are  gambles,  of  course.  Mur- 
phy isn't  infallible.  ABC  has  lots  of 
built-in  troubles  for  the  next  few 
years.  But  as  Buffett  himself  says  in 
the  preceding  story,  he  hasn't  got 
much  else  to  invest  in. 

So,  you  see,  Kluge  and  Buffett  don't 
see  things  that  much  differently  after 
all.  Buffett  can  add  value  to  what  he's 
buying,  while  Kluge  can't  add  much 
value  to  what  he's  selling.  Kluge  is  70 
and  starting  to  take  life  easier;  Buffett 
is  54  and  loves  the  media  business.  Res 
ipsa  loquitur — the  facts  speak  for 
themselves.  ■ 
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In  an  era  when  S&Ls  gorge  on  junk  bonds 
and  buy  into  restaurants,  California's 
cautious  Great  Western  Financial  Corp. 
looks  boring . . .  but  solvent. 

The  thrift 
that  came  in 
from  the  cold 


By  Roger  Neal 


F|  or  years  now  James  F.  Mont- 
gomery, chairman  of  Los  Ange- 
les' $23.5  billion  (assets)  Great 
Western  Financial  Corp.,  has  been 
like  one  of  those  upright  but  neglect- 
ed agents  in  a  Le  Carre  thriller.  All 
through  the  roller-coaster  1970s 
Montgomery  lent  cautiously,  avoided 
fads  and  quietly  warned  against  the 
twin  perils  of  deregulation  and  New 
Age  savings  and  loan  opportunists, 


not  the  least  spectacular  of  whom  was 
fellow  Angeleno  Charles  Knapp,  late- 
ly of  Financial  Corp.  of  America 
(Forbes,  July  30,  1984).  But  the  proph- 
et went  largely  unheeded. 

Suddenly,  however,  the  opportun- 
ists are  out  in  the  cold  and  Montgom- 
ery is  enjoying  his  well-deserved  place 
in  the  sun.  As  Financial  Corp.  stock 
(to  name  just  one)  teeters,  Great  West- 
ern goes  from  strength  to  strength.  Its 
stock  price  has  risen  60%  in  the  past 
year,  to  a  recent  27,  a  slight  premium 


over  book  value.  In  March  Standard  & 
Poor's  boosted  GW's  overseas  finance 
unit's  senior  debt  rating  to  A-  help- 
ing Montgomery  to  borrow  $100  mil- 
lion, unsecured,  at  a  slim  1.25%  over 
the  London  Inter-Bank  Offered  Rate 
in  the  Euromarket. 

"We  are  the  only  thrift  in  the  coun- 
try that  can  borrow  in  Europe  on 
those  terms,"  Montgomery  beams. 
Bolstered  by  a  $110  million  equity 
issue  last  November,  Great  Western's 
tangible  capital  now  stands  at  5.2%  of 
total  assets,  the  strongest  among  the 
large  S&Ls.  "People  used  to  ask  me 
why  I  wasn't  doing  this  or  that  latest 
fad,"  he  says.  Now  they  know. 

Great  Western's  enviable  capital 
base  makes  it  a  logical  savior  of  ailing 
thrifts.  "The  phone  rings  with  a  lot  of 
opportunities  to  acquire  failing 
S&Ls,"  Montgomery  acknowledges. 
"But  we  don't  want  to  mess  up  our 
balance  sheet." 

Montgomery  defends  his  reluctance 
by  pointing  to  the  way  such  mergers 
were  accounted  for.  Until  the  end  of 
1983,  under  purchase  accounting 
rules,  if  a  healthy  S&L  acquired  an 
ailing  thrift  with  $100  million  face 
amount  of  low-yielding  loans,  the 
purchaser  marked  those  loans  down 
to  market,  say  $65  million.  The  $35 
million  discount  was  amortized  into 


James  Montgomery,',  Great  Western  Financial  Corp.  's  chief  executive 
"Whenever  we  see  something  come  quickly  out  of  the  woodwork,  we  get  a  little  scared. 
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income  over  the  remaining  life  of 
those  loans — typically  around  seven 
years,  or  $5  million  annually.  But  the 
acquiring  thrift  offset  that  gain  by  am- 
ortizing the  $35  million  "goodwill" 
against  earnings  over  40  years.  Thus 
the  savior's  earnings  are  bloated  by 
big  phony  credits  in  early  years,  then 
reduced  by  smaller  phony  debits  in 
later  years.  Absurd?  Yes,  especially 
since  the  sicker  the  acquired  thrift, 
the  better  its  savior's  short-term  earn- 
ings would  appear. 

Even  though,  under  a  1983  FASB 
change,  earnings  are  now  stated  more 
accurately,  Montgomery  still  believes 
the  rules  dilute  the  acquiring  S&L's 
net  worth  too  much.  He  proposed  to 
the  Federal  Home  Loan  Bank  Board, 
the  thrifts'  overseers,  that  the  bank 
board  give  savior  S&Ls  a  yearly  cash 
payment  equal  to  the  goodwill  being 
amortized.  The  board  declined.  He 
has  also  proposed  that  Bank  Board 
Chairman  Edwin  Gray  reward  savior 
thrifts  by  allowing  them  to  branch 
across  into  states  of  their  choice.  "In- 
terstate banking  is  Ed  Gray's  carrot," 
he  says.  But  so  far  Gray  has  provided 
only  intrastate  carrots  to  rescuers  of 
failed  S&Ls. 

How,  then,  will  Montgomery 
branch  into  new  states?  In  November, 
using  his  strong,  tangible  capital-to- 
assets  ratio  as  calling  card,  he  side- 
stepped Gray  and  applied  to  the 
Comptroller  of  the  Currency  for  per- 
mission to  establish  16  "nonbank" 
banks  in  16  different  states.  (A  non- 
bank  bank  may  make  commercial 
loans  or  offer  checking  accounts,  but 
not  both.  Great  Western  doesn't  make 
commercial  loans,  so  it  qualifies.)  "In- 
terstate banking  barriers  will  come 
down,"  says  Montgomery.  "It's  only  a 
question  of  when." 

If  and  when  the  barriers  fall,  Great 
Western  will  be  more  prepared  than 
most.  Last  year  Montgomery  paid 
$165  million  for  Miami-based  Aristar, 
a  $1.8  billion  (assets)  life  insurance 
and  consumer  loan  outfit.  Aristar 
brought  with  it  272  consumer  finance 
offices  in  22  states,  mostly  in  the 
southeastern  U.S. 

"People  say,  'Why  haven't  you  gone 
outside  California  like  Ahmanson 
has?'  "  grumbles  Montgomery,  refer- 
ring to  archrival  H.F.  Ahmanson  (as- 
sets: $24  billion).  "In  fact,  through 
Aristar,  we're  in  more  states  than  any- 
one else."  And  Aristar  is  paying  while 
Montgomery  waits:  Last  year  it  net- 
ted $35  million,  accounting  for  38% 
of  Great  Western's  earnings. 

While  allowing  his  hopes  to  wander 
outside  California,  Montgomery 
keeps  an  anxious  eye  on  something 
many  a  fallen  S&JL  ignored:   He  is 


matching  Great  Western's  $18.4  bil- 
lion mortgage  portfolio  with  liabili- 
ties of  similar  maturities.  Lending 
long  and  borrowing  short — in  effect, 
speculating  on  interest  rates — helped 
undo  Charlie  Knapp  and  has  driven 
other  S&L  executives  into  foolish  in- 
vestments (Forbes,  Dec.  31,  1984). 

To  avoid  a  similar  fate,  Montgom- 
ery is  refusing  to  write  conventional 
fixed-rate  mortgages  and  is  pushing 
Adjustable  Rate  Mortgages  (ARMs)  as 
hard  as  he  can.  Payments  on  ARMs,  of 
course,  are  marked  up  (or  down)  with 
underlying  interest  rates,  so  asset  and 
liability  maturities  are  automatically 
matched.  Montgomery,  now  50, 
wrote  his  first  ARM  in  1969  when  he 
was  chief  financial  officer  at  United 
Financial  Corp. 

With  other  lenders  loath  to  give  up 
on  fixed-rate  mortgages,  ARMs  were  a 
hard  sell  for  years.  Now  they  are  a 
staple.  Last  year  Great  Western  added 
$5.7  billion  in  new  real  estate  loans  to 
its  books,  nearly  all  that  increment  in 
ARMs.  Now,  56%  of  GW's  total  port- 
folio is  in  adjustables  or  short-term 
loans.  Montgomery  is  aiming  for  75% 
of  his  thrift's  assets  in  ARMs  by  the 
end  of  1986.  As  the  matched  maturity 
share  has  risen,  so  has  the  spread  in 
GW's  interest-earning  portfolio.  As 
the  second  quarter  of  1985  began  on 
Apr.  1,  the  spread  was  2.2%,  vs.  1.3% 
in  1983.  Montgomery's  goal:  2.5%. 


The  race  to  balance  GW's  mortgage 
portfolio  has  also  been  helped  by  the 
sizable  number  of  "creative"  short- 
term  balloon  mortgages — some  $23.7 
billion  worth,  according  to  a  Rand 
Corp.  study — that  desperate  Califor- 
nia home  sellers  concocted  to  battle 
high  interest  rates  between  1978  and 
1982.  As  these  have  come  due,  thou- 
sands of  distressed  borrowers  have 
had  little  choice  but  to  fall  into  Mont- 
gomery's ARMs. 

Adjustable  mortgages  are  still  a 
somewhat  untested  product.  In  recent 
years,  as  they  have  finally  become 
more  popular,  home  mortgage  rates 
have  largely  been  declining.  So  no  one 
can  say  for  sure  how  borrowers  will 
react  in  a  rising  interest-rate  environ- 
ment. Montgomery,  however,  sees  no 
danger  in  adjustables.  Most  of  his  new 
lending  is  at  80%  of  appraised  value 
and  refinances  older  houses  to  boot, 
he  points  out,  so  it  does  not  burden 
GW's  balance  sheet  with  a  dispropor- 
tionate share  of  new  risk. 

And  he  remains  totally  untempted 
by  high-yielding  junk  bonds.  "We 
haven't  bought  any,"  he  says.  "When- 
ever we  see  something  come  quickly 
out  of  the  woodwork,  we  get  a  little 
scared." 

No  wonder  Jim  Montgomery  and 
Great  Western  are  still  around  to  be 
asked  to  help  pick  up  the  thrift  indus- 
try's pieces.  ■ 


Package  commercial  mortgages  like 
GNMA  passthroughs?  It  sounds  so  obvious, 
once  you  say  it.  There  are  hurdles  to  be 
cleared,  but  there  surely  is  a  market. 

A  baby  sister 
for  Ginnie  Mae? 


By  Jack  Willoughby 


F|  EW  THINGS  SO  INSPIRE  Wall 
Street  investment  dealers  as 
the  prospect  of  new  merchan- 
dise. And  inspiration,  of  course,  is 
best  served  up  accompanied  by  moun- 
tains of  shrimp,  hors  d'oeuvres  and  an 
open  bar.  All  of  the  above  were  at 
work  at  a  reception  hosted  by  Gold- 
man, Sachs  during  last  month's  Ur- 


ban Land  Institute  conference  in  To- 
ronto. The  hottest  item  of  conversa- 
tion was  a  big  idea  whose  time  might 
be  coming — a  little  sister  to  Ginnie 
Mae  that  could,  with  some  inspired 
promotion,  grow  up  in  a  hurry. 

The  big  idea  is  more  formally  called 
"securitization"  of  the  commercial 
mortgage.  It  amounts  to  this:  Why  not 
package  big  mortgages  on  office  build- 
ings the  way  little  mortgages  on  sin- 
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"Securitization"  of 
commercial  mortgages 
amounts  to  this:  Why 
doesn't  someone  package 
mortgages  on  office 
buildings  the  way 
mortgages  on  single- 
family  homes  are  bundled 
for  the  Government 
National  Mortgage 
Association? 


gle-family  homes  are 
bundled  for  the  Gov- 
ernment National 
Mortgage  Association? 
Goldman,  Sachs  and 
other  investment 
banking  firms  are  beef- 
ing up  their  real  estate 
divisions  to  develop 
the  idea.  "The  poten- 
tial size  of  the  market 
is  enormous,"  says 
Goldman  general  part- 
ner Daniel  Neidich. 

Salomon  Brothers 
was  in  Toronto  last 
month,  too,  with  the 
same  gleam  in  its  eye. 
Instead  of  shrimp,  Salo- 
mon served  up  its  man- 
aging director,  Daniel 
Kearney,  who  said  that 
a  secondary  market  in 
commercial  real  estate 
mortgages,  patterned 
after  the  market  in 
residential  mortgage 
passthrough  certifi- 
cates, was  already  visi- 
ble. It  took  more  than  a 
decade  to  package  $300  billion  worth 
of  home  mortgages — 20%  of  the  $1.5 
trillion  total — into  securities.  Kear- 
ney thinks  that  the  equivalent  in  the 
$500  billion  commercial  mortgage 
market  is  growing  even  faster. 

Pooling  mortgages  on  office  build- 
ings and  other  properties  into  a  single 
tradable  security,  is  easier  said  than 
done.  For  one  thing,  quality  is  harder 
to  judge,  because  it  ultimately  rests 
on  the  value  of  tenant  leases,  not  the 
character  and  credit  record  of  home- 
owners. For  another,  commercial 
mortgages  can  be  huge  and  therefore 
difficult  to  present  as  mortgage  pools 
with  enough  diversification  to  mini- 
mize risk.  Most  glaring  of  all  prob- 
lems is  that  commercial  mortgages 
lack  the  government  guarantees  that 
make  Ginnie  Maes  and  other  home 
mortgage  securities  so  appealing. 

But  if  the  problems  are  large,  so  is 
the  incentive  to  solve  them.  Invest- 
ment bankers  see  a  huge  secondary 
market  for  such  a  security  among  in- 
surance companies,  developers,  pen- 
sion funds,  savings  and  loans  and  oth- 
er investors  sulkily  holding,  say,  a  30- 
year  mortgage  on  an  office  building. 
With  a  mortgage-backed  security  they 
could  convert  old  loans  to  cash,  which 
could  be  lent  out  at  higher  rates  or  for 
shorter  terms  for  a  better  match  of 
assets  and  liabilities. 

Indeed,  rudimentary  first  steps  in 
tha*  direction  have  lately  been  taken. 
New  England  Mutual  Life  Insurance 
C      was  able  in  February  to  sell  $298 


million  of  mortgage  bonds  collateral- 
ized by  some  130  old  mortgages  made 
at  interest  rates  below  current  mar- 
ket. The  company  did  this  by  simulta- 
neously forming  a  subsidiary  to  hold 
the  old  mortgages  and  issuing  the 
bonds  in  its  name.  Since  the  loans 
were  not  really  sold — strictly  speak- 
ing, they  were  put  up  to  provide  secu- 
rity and  cash  flow  to  service  the 
bonds — New  England  Life  did  not 
have  to  take  a  writedown  on  the 
transaction.  But  it  was  able  to  use  the 
cash  from  the  bond  issue  for  shorter- 
term  investments.  "Before,  all  you 
could  do  with  a  long-term  mortgage 
was  hold  it,"  observes  New  England 
Life  Vice  President  F.  Brooks  Cowgill. 

A  Salomon  Brothers  underwriting 
last  year  also  had  a  pioneering  aspect. 
Salomon  underwrote  $970  million  in 
first-mortgage,  floating-rate  notes  on 
three  Manhattan  office  buildings  for 
Canada's  Olympia  &  York  Develop- 
ments Ltd.  and  sold  them  to  savings 
and  loans,  banks  and  insurance  firms. 

But  these  are  by  no  means  models 
for  a  Ginnie  Mae  sibling.  The  New 
England  Life  bonds  carried  the  parent 
company's  guarantee.  The  O&Y  notes 
were  sold  to  knowledgeable  institu- 
tions capable  of  valuing  the  underly- 
ing collateral.  "The  next  step  in  accel- 
erating development  of  the  market," 
says  Salomon's  Kearney,  "will  be  to 
achieve  the  kind  of  investment-grade 
ratings  necessary  to  bring  out  a  great- 
er supply  of  offerings." 

Devising  such  a  rating  will  be  diffi- 
cult. Standard  &  Poor's  announced 
criteria  for  a  commercial  mortgage 
rating  last  November.  But  developers 
called  its  terms  too  tough.  To  earn  its 
single-A  rating,  for  example,  S&P's 
wanted  mortgage  pools  handled  by 
large  banks  and  insurance  companies 
to  contain  50  (and  preferably  300) 
commercial  mortgages  at  least  three 
years  old,  with  rents  1.2  times  debt 
service. 

The  rating  service  does  not  seem 
eager  to  bend  at  the  moment.  Janet 
Conway,  assistant  vice  president  at 
Standard  &.  Poor's,  says  the  proper 
objective  is  to  devise  a  durable  stan- 
dard for  a  huge  new  market,  not  sim- 
ply acquiesce  in  what  developers  can 
borrow  at  today.  "We  are  fully  aware 
that  it  takes  time,"  she  says.  "It  took 
ten  years  to  gear  up  the  single-family, 
mortgage-backed  securities  market." 

The  gestation  period  for  the  com- 
mercial variety  could  be  shorter.  With 
the  market  in  Ginnie  Maes  now  ma- 
turing, investment  bankers  are  eager 
for  the  trading  profits  and  underwrit- 
ing fees  new  merchandise  brings. 
Their  wish  may  be  father  to  a  new 
kind  of  bond.  ■ 
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"Jeep  designed  the  Grand  Wagoneer 

like  I  design  every  ocean  racer  that  comes  off 

my  drawing  board...to  be  a  winner/' 


BRUCE  NELSON,  PRESIDENT,  NELSON/MAREK  YACHT  DESIGN 

Bruce  Nelson  designs  and  sails  some  of  the 
world's  most  impressive  ocean  racers.  Not  sur- 
prisingly, he  also  owns  one  of  the  world's  most 
impressive  vehicles.  The  Jeep^ Grand  Wagoneer. 

Like  his  world-renowned  racing  yachts, 
Nelson's  Grand  Wagoneer  was  engineered  to  per- 
form brilliantly  through  thick  and  thin.  For  when 
the  going  is  rough  he  can  "shift-on-the-f  ly"  into 
the  sure-footed  traction  of  4- wheel  drive.  But 
while  the  six-passenger  Grand  Wagoneer  thrives 
on  adversity,  it  also  pampers  its  passengers  with 
luxury  prestige  and  comfort. 

And  thanks  to  its  new  suspension  system, 
the  Grand  Wagoneer  provides  its  smoothest  ride 
ever.  Jeep  Grand  Wagoneer,  the  wagon  designed 
and  engineered  to  win  you  over. 


pi  Grand  Wagoneer 

The  Ultimate  Wagon 

ABI  t  TOR  PURCHASE  OR  LEASE  AT  PARTICIPATING  JEEP  DEALERS 
'  Bl  1  is  SAVE  LIVES 
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Bank  with  imagination 


Venezuelan  steelworker  at  the  Sidor  mill 


Photos  bv  Markova 


What  is  free  trade  and  what  is  fair  trade?  On  the  banks  of 
Venezuela  s  muddy  Orinoco  River  sits  a  $6  billion  monument  to 
mans  inability  to  figure  out  the  answer. 

Why  should  we  buy  from  you  j 
if  we  cant  sell  to  you?       " 


By  Alan  M.  Field 


ON  THE  NORTH  SHORE  of  the 
muddy  yellow  Orinoco  River, 
the  semiarid  tropical  scrub 
teems  with  anteaters,  armadillos, 
cunaguaro  tigers,  parrots  and  chi- 
guires,  the  giant  edible  rodents.  But 
on  the  south  side  of  Venezuela's  great- 
est river,  200  miles  up  from  the  Atlan- 
tic Ocean,  a  25,000-ton  Panamanian 
freighter  takes  on  steel  wire  and  rein- 
forced bars  for  shipment  to  Shanghai. 
This  is  the  Sidor  steel  mill  (Sidor 
translates  to  Orinoco  Steel  Co.),  a  $6 
billion  tribute  to  man's  inability  to 
predict  the  economic  future. 

This  government-owned  mill  near 
Puerto  Ordaz  may  well  be  the  largest 
integrated  steel  operation  in  Latin 
America,  destined  to  reach  a  capacity 
of  4.8  million  tons  by  1988.  The  com- 


plex, 25  years  in  the  building,  is  near 
iron  ore  deposits  and  the  Guri  Dam, 
which  also  supplies  cheap  power  to 
aluminum  mills.  It  is  considered  Ven- 
ezuela's best  bet  to  exploit  its  still 
barely  tapped  mineral  wealth.  U.S. 
and  European  institutions — including 
Citibank,  Chemical  and  Manufactur- 
ers Hanover — put  up  $2  billion  in 
loans  for  the  steel  mill. 

Today  Venezuela  continues  to  earn 
90%  of  its  foreign  exchange  from  oil 
exports.  But  oil  exports  have  declined 
from  $19  billion  in  1981  to  $15  billion 
last  year.  Oil  is  no  longer  enough  to 
revive  the  stagnant  economy,  let 
alone  pay  the  $33  billion  foreign  debt. 

That  gives  the  steel  mill,  originally 
built  to  supply  the  home  market,  a 
new  role:  to  provide  export  earnings 
for  debt  restructuring.  This  restruc- 
turing, under  negotiation,  is  supposed 


to  make  Venezuela,  still  the  richest 
country  in  South  America,  the  first 
Latin  American  debtor  to  repay  both 
interest  and  principal  on  its  foreign 
debt,  and  without  begging  from  the 
International  Monetary  Fund. 

Last  year  Venezuelan  steelmakers 
exported  1  million  metric  tons  of  steel 
products  (including  440,000  tons  to 
the  U.S.),  two-thirds  from  the  Sidor 
plant.  These  exports  were  only  0.5% 
of  the  U.S.  market,  worth  about  $150 
million,  but  three  times  1983  ship- 
ments. This  year's  exports  could  have 
risen  10%,  and  much  more  was  ex- 
pected in  the  future. 

But  trade  has  dropped  sharply.  After 
a  suit  by  U.S.  Steel  Corp.  and  smaller 
producers,  a  preliminary  Department 
of  Commerce  judgment  in  March 
ruled  that  Venezuela  illegally  subsi- 
dizes sheet  and  plate  exports.  Now 
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ROBERT  FRANDEN,  MANAGER  OF  DISTRIBUTION  SERVICES.  HFC 


"ZIP+4  codes 
will  save 
Household 
Finance 


®36,000  ayear." 
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MAIL  THIS  COUPON  TO  SEE  HOW  YOUR  COMPANY  CAN  SAVE,  TOO. 
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Household  Finance  is  a  firm  believer  in 
using  ZIP +4  cedes— the  Postal  Service's 
9-digit  system  for  First-Class  Mail® 

"We  mail  over  1  million  customer 
statements  each  month,"  Mr.  Franden 
stated.  "ZIP + 4  coding  enables  us  to 
save  an  additional  $3,000  per  month 
over  our  Presort  savings."  The  total 
savings  is  "quite  substantial,"  he 
explained. 

As  for  start-up  costs,  "we  purchased 
software  from  an  outside  vendor,  and 
we  expect  to  recover  that  cost  in  about 
six  months  with  our  ZIP+ 4  savings." 

Find  out  how  the  ZIP + 4  program  can 
work  for  you.  Complete  this  coupon.  For 
immediate  assistance  or  the  number  of  a 
local  postal  customer  service  represen- 
tative, call  1  (800)  842-9000,  ext.  349. 


Please  check  your  line  of  business: 
D  Insurance,  □  Banking,  D  Manufacturing, 
D  Securities,  D  Utilities,  □  Education, 
D  Retail,  D  Government,  D  Publishing, 
□  Service  Company,  □  Other. 


And  check  your  yearly  First-Class  Mail 
volume:  D  Up  to  10,000,  u  10,001-50,000, 
D  50,001-100,000,  □  100,001-1,000,000, 
D  1,000,000+ 

U.S.  Postal  Service,  Regular  Mail  Services 

P.O.  Box  2999 

Washington,  D.C.  20013-2999 

Name 


Title. 


.Company, 


Address. 
City 


State. 


ZIP. 
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ADDRESSING  TOMORROW  TODAY. 
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Something's  got  to  give 


The  contrast  between  the  rich  with  their  dollar  bank  accounts  and  the  poor  paying  the  price  of  milk  can  cause  trouble 


In  the  plush  Tamanaco  shopping  center,  in  central 
Caracas,  executives  in  Italian  suits  sip  imported 
wines  and  shop  for  the  latest  IBM  and  Apple  personal 
computers.  After  dining  on  Peking  duck,  they  slip  into 
late-model  American  cars  to  return  to  lavish,  red-roofed 
Spanish  colonial  mansions  in  the  eastern  suburbs. 

It's  not  business  as  usual  among  Venezuela's  well-to- 
do;  it's  better  than  usual.  "It  has  been  one  of  the  most 
explosive  concentrations  of  wealth  of  any  country  in 
history,"  says  Luis  Petrosini,  an  economic  consultant. 

But  the  economy  has  been  stagnant  for  five  years. 
Private  investment  has  declined  while  unemployment 
and  inflation  have  risen  dramatically.  How  do  the  rich 
get  richer  in  this  economy?  Capital  flight  is  the  key. 
"Now  there  are  two  kinds  of  Venezuelans.  Those  who 
have  dollars  in  overseas  banks  and  those  who  haven't," 
says  Petrosini. 

The  process  began  between  1979  and  1983  during  the 
administration  of  former  President  Luis  Herrera  Cam- 
pins,  when  upper-class  Venezuelans  sent  about  $30 
billion  in  cash  overseas,  much  of  that  to  banks  in  the 
U.S.  Nearly  everyone  with  savings,  from  the  small  shop 
owner  to  the  factory  owner,  did  it. 

Who  would  blame  them  for  wanting  to  protect  their 
money  against  prospective  devaluation?  Remember, 
the  free-spending,  inefficient  Copei  party,  which  ran 
the  country  then,  was  threatening  to  bankrupt  oil-rich 
Venezuela  through  mismanagement.  Deficit-ridden 
state  corporations  were  borrowing  money  so  fast  that 
no  one  had  any  idea  of  the  total  public  sector  debt.  "The 
bankers  knew  these  state  organizations  were  not  able  to 
pay,  but  they  didn't  care.  They  just  lent  irresponsibly," 
says  economist  Pedro  Palma. 

U.S.  banks  were  then  offering  higher  interest  rates  in 
!ars  than  vou  could  get  at  home  in  bolivars.  Not  only 
was  capital  i  light  legal,  it  was  encouraged  by  the  inept 
:rrera  administration. 

nt  Herrera  was  a  crank  who  didn't  believe  in 

s.  He  knew  nothing  about  economics.  He  was 

afraid  of  inflation,  so  he  encouraged  everyone  to  take 

his  money  out  of  Venezuela,  to  reduce  inflationary 


pressure,"  says  Gumersindo  Rodriguez,  minister  of 
planning  in  the  late  1970s. 

When  the  value  of  the  bolivar  was  slashed  67%  on 
"Black  Friday,"  Feb.  18,  1983,  everyone  with  dollars 
instantly  became  richer.  For  example,  430,000  bolivars 
sent  to  Miami  were  worth  $100,000  before  Black  Fri- 
day, but  that  $100,000  was  1.25  million  bolivars  the 
next  Monday.  And  at  10%  interest,  the  $100,000  today 
earns  $10,000  in  the  U.S.  or  125,000  remitted  bolivars. 
Such  transfers  are  still  legal. 

The  more  fiscally  conservative  government  of  Presi- 
dent Jaime  Lusinchi  of  the  Accion  Democratica  party, 
now  in  its  second  year,  is  also  ironing  out  a  formula  to 
allow  Venezuela's  private  debtors  to  buy  dollars  cheap- 
ly to  repay  about  $  1 0  billion  in  foreign  debt :  4.3  bolivars 
for  $1 — one-third  the  free  market  rate — to  repay  princi- 
pal; 7.5  bolivars  for  $1  for  interest  payments. 

Leftists  shout  that  this  allows  businessmen  to  pay  off 
their  foreign  debt  cheap  without  touching  their  U.S. 
bank  accounts.  They  are  correct,  but  it's  the  best  device 
the  Venezuelans  can  think  of  to  work  down  their  debt. 
The  leftists  also  don't  like  the  subsidy  cuts  to  food 
producers  that  pushed  up  food  and  tobacco  prices  30% 
last  year,  against  the  16%  inflation.  Milk  prices  quadru- 
pled in  two  years,  to  half  a  dollar  a  carton,  while  the 
minimum  wage  is  $5  a  day. 

"When  children  ask  why  they  no  longer  drink  milk, 
the  answer  must  be  President  Lusinchi,"  says  Teodoro 
Petkoff,  a  socialist  congressman  rallying  antigovern- 
ment  forces.  Despite  Venezuela's  27-year  tradition  of 
two-party  democracy,  the  contrast  between  the  rich 
with  their  dollar  bank  accounts  and  the  poor  paying 
price  of  milk  can  cause  trouble.  Venezuela  has  said  it 
will  use  35%  of  its  budget  for  debt  service.  "Venezuela 
can't  both  pay  back  its  foreign  debt  and,  to  avoid  social 
unrest,  stimulate  the  economy,"  says  Petrosini. 

There  are  no  pat  answers,  but  something's  got  to  give. 
"It's  dangerous  that  there  are  no  strikes  or  demonstra- 
tions, no  letting  off  of  steam,"  says  D.F.  Maza  Zavala, 
vice  president  of  the  National  Academy  of  Economic 
Sciences.  "In  one  moment,  it  can  all  explode." — A.F. 
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The  mill,  200  miles  up  the  Orinoco,  will  be  the  largest  in  Latin  America 


Simon  Izaguirre,  chief  negotiator 
"Why  do  we  make  sacrifices?" 

Caracas  is  being  pressured  to  cut  ex- 
ports to  the  U.S.  to  a  mere  110,000 
tons  a  year  over  the  next  five  years. 

"Venezuela  is  making  an  extraordi- 
nary effort  and  grand  sacrifice  to  com- 
ply with  international  obligations," 
says  Simon  Izaguirre,  the  dapper, 
gray-haired  president  of  Venezuela's 
Institute  of  Foreign  Commerce,  and 
chief  negotiator  in  the  steel  dispute. 
"Until  now,  we've  never  dedicated 
more  than  7%  of  our  budget  to  service 
of  the  foreign  debt.  Now  we  will  de- 
vote 35%,  or  $5  billion  a  year  over  the 
next  12  years.  There  is  an  absolute 
necessity  to  increase  nontraditional 
exports  when  oil  industry  income  has 
no  prospect  of  increasing." 

"If  we  don't  increase  nonoil  exports 
during    the    oil    recession,    we    will 


drown  and  be  unable  to  pay 
the  debt,"  says  Raul  Lopez 
Perez,  vice  president  of  the 
confederation  of  chambers  of 
commerce. 

Simply  put,  the  Venezuelan 
currency,  the  bolivar,  is  12.5 
to  the  dollar,  but  steel  produc- 
ers, like  other  manufacturers, 
buy  dollars  at  a  special  7.5  rate 
to  pay  for  the  machinery  and 
services  they  import.  Then  the 
companies  get  to  sell  any  extra 
dollars  they  earn  in  exports  on 
the  free  market.  That's  the 
subsidy  the  U.S.  complains 
about.  But  if  importers  could 
not  buy  dollars  at  a  conces- 
sionary exchange  rate,  few 
companies — especially  a  defi- 
cit-ridden Sidor — would  have 
the  cash  to  keep  operating,  and  there 
would  be  a  burst  of  inflation,  too. 

Ironically,  Venezuela's  own  steel 
industry  depends  on  the  concession- 
ary exchange  to  import  from  the  U.S. 
about  $500  million  annually  in  items 
like  scrap  and  machinery  for  steel 
products.  "Venezuelan-U.S.  trade  in 
steel  products  is  very  favorable  to  the 
U.S.,"  says  Izaguirre.  "Why  do  we 
make  sacrifices  to  buy  U.S.  technolo- 
gy and  capital  goods  if  we  can't  sell 
the  products  we  make  with  them?" 

Worse,  Venezuelans  figure  that  if 
steel  exports  are  cut  off,  other  cutoffs 
will  follow,  since  all  benefit  from 
similar  subsidies.  Aluminum  is  the 
big  worry  because  state-run  alumi- 
num companies,  such  as  Alcasa  and 
Interalumina,  with  cheap  power  from 
Guri  Dam,  are  becoming  profitable  on 
their  own,  and  not  just  because  of  a 
67%  currency  devaluation.  Last  year 


their  exports  to  the  U.S.  were  $106 
million,  and  they  are  growing. 

"Venezuela  has  more  potential  as 
an  aluminum  exporter  than  in  steel. 
The  subsidy  finding  on  steel  means 
lobbyists  for  other  U.S.  companies 
competing  with  Venezuelan  exports 
will  be  tempted  to  file  countervailing 
petitions,"  figures  one  trade  analyst. 

Here's  how  the  foreign  debt  comes 
into  the  export  controversy.  Unless 
exports  to  the  U.S.  can  grow,  the  Ven- 
ezuelans hint  they  will  use  a  little- 
publicized  clause  of  their  new  restruc- 
turing agreement  giving  them  access 
to  a  "revolving  fund"  financed  by  its 
few  solvent  government  agencies  and 
the  foreign  banks.  Officially,  Venezu- 
ela would  then  be  repaying  both  inter- 
est and  principal  on  its  debt,  but  only 
at  the  cost  of  probably  doubling  the 
public  sector  debt  from  $27  billion 
today  to  perhaps  $57  billion  within 
six  years,  a  sum  Venezuelans  may 
never  be  able  to  repay.  And  Venezuela 
would  be  paying  the  banks  with  what 
it  freshly  borrows  through  the  revolv- 
ing fund.  Some  answer. 

Ironically,  the  government  of  Presi- 
dent Jaime  Lusinchi  has  been  trying 
to  pay  its  debts  and  slice  the  fat  from 
dozens  of  bloated  state  corporations 
that  ran  up  much  of  the  debt. 

No  one  at  Forbes  suggests  that  U.S. 
steelworkers  should  sit  out  the  re- 
mainder of  their  working  lives  be- 
cause foreigners  want  to  dump  steel 
into  this  country  to  keep  their  econo- 
mies going  and  to  bail  out  banks.  But 
if  oil-rich  Venezuela,  with  a  relatively 
small  population,  only  17  million, 
can't  grow  and  repay  its  debt,  what  are 
the  prospects  for  more  populous 
neighbors  like  Mexico  and  Brazil?  ■ 
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Allegheny  International 

We're  translating  high-tech 

into  home-tecn. 
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Allegheny  International  compa- 
nies are  in  the  forefront  of  high 
technology  for  such  growth  indus- 
tries as  electronics,  computers, 
aerospace  and  defense. 

At  the  same  time,  we  are  com- 
mitted to  our  leadership  role  as 
the  world  s  biggest  small  appli- 
ance company,  with  such  global 
brands  as  Sunbeam,  Oster, 
Wilkinson  Sword  and  Rowenta. 

For  as  we  continue  to  meet  the 
special  needs  of  growth  industries 
with  our  high-technology  skills, 
we  will  apply  many  of  those  same 


A  POWERFUL  FOOD  PROCESSOR  THAT'S 
SMALLER,  SIMPLER,  AND  EASIER  TO  USE. 

The  Sunbeam  Oskar  Food  Pro- 
cessor opens  a  new  age  in  food 
preparation  appliances.  Its  unique, 
innovative  curved  bowl  and 
blade  design  enable  it  to  process 
food  quickly  and  more  uniformly. 
The  blades  turn  twice  as  fast  as 
other  machines.  There  are  no 
complicated  switches,  and  there 
are  fewer  parts  to  clean.  The 
Sunbeam  Oskar,  "the  food  pro- 
cessor for  everybody"  is  already 
a  success  in  Europe,  Australia  and 
the  United  States. 


skills  to  respond  to  consumer  needs 
with  a  steady  stream  of  technologi- 
cally innovative  new  products. 

On  these  pages  are  some  ex- 
amples of  how  we  have  already 
translated  high-tech  into  home-tech 

For  more  information,  write  to  us 
at  Box  456  F,  Two  Oliver  Plaza, 
Pittsburgh,  PA  15230. 


A  state-of-the-art  chemical  vapor 
deposition  system  made  by  Thermco, 
an  Allegheny  International  company. 
processes  the  newest  high-volume  6 
silicon  wafers  used  to  produce  micro- 
processor chips.  Thermco  systems 
are  in  use  worldwide. 
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A  COMPUTERIZED 
NUTRITION  SCALE. 


The  Sunbeam  Nutriscale  in- 
stantly computes  the  nutritional 
content  of  servings  of  over  800 
different  foods  and  beverages.  It 
weighs  only  the  food  and  not  the 
container,  and  a  bright  lighted 
digital  display  shows  the  calorie, 
carbohydrate,  fat,  protein  and 
sodium  content  in  the  serving. 


"  Sunbeam,  Oster,  Wilkinson  Sword, 

Rowenta,  Vitamaster,  Omni. 

;MOsknr.  Pro*  1000,  Nutriscale,  Monitor,  Cool  Spray. 


ALLEGHENY 
INTERNATIONAL 

Technology  to  meet  a  world  of  needs. 


THE  FIRST  IRON  THAT 

SHUTS  ITSELF  OFF  IF 

YOU  FORGET 

ie  closest  thing  to  a  mistake- 
roof  iron,  the  Sunbeam  Monitor 
3S  a  "thinking"  solid-state  elec- 
>nic  system  that  senses  and  ad- 
sts  heat.  The  Sunbeam  Monitor 
jrns  itself  off  in  30  seconds  if  left  in 
i  ironing  position  and  in  10  min- 
3S  if  left  in  the  upright  position  The 
imate  in  ironing  ease  and  safety. 
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10.00 


The  Sunbeam  Monitor  Iron 

turns  itself  off  if  accidentally  left 

on  or  knocked  over. 


THE  FIRST  BLANKET  TO  UNDERSTAND 

YOUR  BODY  LANGUAGE. 
Temperatures  in  different  parts  of 
a  sleepers  body  can  vary  10  de- 
grees or  more.  The  Sunbeam 
Omni  blanket  uses  a  unique  new 
wire  which  acts  like  a  million  tiny 
thermostats  to  sense  and  react  to 
minute  variances  in  tem- 
perature. The  blanket  re- 
sponds by  sending  more 
warmth  to  parts  that  need  it  and 
less  to  those  that  don't. 
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THE  EXERCISE  CYCLE 
WITH  DIGITAL  READOUTS. 

The  Vitamaster  Pro«1000  is  the 
totally  electronic  fitness  system. 
Highly  sophisticated  sensors  pick 
up  and  transmit  data  to  an  ad- 
vanced microprocessor  system 
where  the  data  is  transformed  into 
easily  understood  information 
shown  on  lighted  digital  displays. 


ULTRASONIC 
ROOM  HUMIDIFIER. 

The  Sunbeam  Ultrasonic  Cool 
Spray  Humidifier  solves  an 
indoor  climate  problem  through 
the  science  of  unheard  sound.  It 
uses  ultrasonic  vibrations  to  break 
up  water  into  ultrafine  particles 
for  more  efficient  absorption  into 
the  surrounding  air. 


St.  Joe  Paper  hasn  't  changed  much  since  Ed 
Ball  died.  The  stock  still  is  astronomical, 
the  dividends  puny  and  the  choicest  land  is 
saved  for  a  rainy  day. 

But  his  soul  goes 
marching  on 


By  Barry  Stavro 


welter  [ohnson  Picture  Group 


Winfred  Thornton  with  Ed Ball  in  the  background 
If  Thornton  doesn't  outlive  Dent,  it  could  set  religion  back  100  years. 


When  Edward  Ball  died  at  93 
in  1981,  investment  bankers 
were  certain  his  treasure 
trove,  the  St.  Joe  Paper  Co.,  would 
finally  be  sold.  St.  Joe  owns  1.1  mil- 
lion acres  of  Florida  timberland — 
about  '/.n  of  the  entire  state — plus  20 
miles  of  virgin  beachfront.  Pretty 
rich,  but  that's  not  all.  The  company 
also  controls  the  moneymaking  Flor- 
ida East  Coast  railroad.  What  was  it 
all  worth — maybe  $2  billion? 

For  nearly  50  years  Ball  had  run  St. 
Joe  as  a  personal  fiefdom  from  his 
position  as  chief  trustee  of  the  Alfred 
I.  du  Pont  Testamentary  Trust,  which 
owns  83%  of  St.  Joe's  stock.  A  small 
Delaware  hospital  for  crippled  chil- 
dren and  the  elderly  was  the  chief 
beneficiary  of  the  trust's  income.  But 
it  made  do  with  a  few  million  dollars 
a  year  while  Ball  hoarded  the  remain- 
der, reinvesting  the  cash  into  St.  Joe. 

After  Ball  died,  Delaware  and  Flor- 
ida went  into  Florida  courts  to  remove 
Ball's  hand-picked  trustees  from  the 
du  Pont  estate.  Why?  Because  they 
felt  the  existing  trust  was  simply  a 
device  for  piling  up  money.  They 
wanted  to  funnel  more  immediate 
cash  to  the  hospital — exactly  what 
another  trustee,  Alfred  du  Pont  Dent, 
grandson  of  the  donor,  had  been  bad- 
gering Ball  to  do  for  years. 

A  few  months  ago  the  Florida  Su- 
preme Court  ended  the  issue  by  con- 
firming Ed  Ball's  hand-picked  trustees 
in  their  control  of  the  estate.  The 
court  also  agreed  with  the  estate's 
valuation  at  $750  million,  and  by  law 
there  must  be  a  3%  payout  yearly,  or 
about  $25  million.  In  the  past  the 
payout  was  sometimes  less  than  $10 
million.  Even  paying  $25  million,  the 
trust  will  scarcely  bleed  to  death.  Old 
Ed  Ball's  hoard  seems  as  safe  as  ever, 
and  if  he's  gone,  his  soul  goes  march- 
ing on. 

Listen  to  Jacob  Belin,  70,  chairman 
of  St.  Joe  Paper,  who  keeps  a  photo- 
graph of  Ed  Ball  on  the  wall  behind  his 
desk.  "A  trustee  should  not  show  any 
gambling  spirit.  Mr.  Ball  was  not  a 
gambler,  and  neither  am  I.  We  are 
stewards,"  he  says  as  he  eats  a  morn- 
ing snack  of  pork  rinds.  Stewards?  Or 
guardians  of  the  dead  man's  treasure? 

Behn;  Winfred  Thornton,  56,  chair- 
man of  FEC  railroad;  and  former  St. 
Joe  Paper  executive  Thomas 
Coldewey,  72,  have  majority  rule 
among  the  five-member  du  Pont 
trust.  Alfred  du  Pont  Dent  has  bitter 
words  for  them:  "They  are  like  the 
Kremlin.  They  don't  trust  anybody 
else  and  keep  appointing  themselves 
to  new  positions.  I've  gotten  so  frus- 
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From  the  day  Jaguar  engineers  drew 
their  tirst  rough  sketches  of  the  XJ6 
engine  they  knew  it  had  to  be  of  such 
advanced  design  and  sturdy  con- 
struction that  it  could  power  some  of 
the  world's  finest  motorcars  for  many 
years  to  come.  In  order  to  meet  these 
criteria,  the  engineers  adapted  tech- 
nology that  had  proven  successful  in 
powerful  Grand  Prix  engines. 

They  forged  a  sturdy  crankshaft  of 
alloy  steel  and  mounted  it  in  seven 
main  bearings  for  maximum  rigidity 
and  minimum  wear  They  designed 
an  aluminum  cylinder  head  with 
hemispherical  combustion  cham- 
bers that  optimized  the  engine's  abil- 
ity to  draw  fuel  and  air  and  to  expel 
spent  gases. 

Then,  to  eliminate  the  duraoility 
problems  that  plague  pushrod  and 
rocker  arm  engines,  they  equipped 


the  Jaguar  engine  with  the  simplest 
valve  train  possible:  dual  overhead 
camshafts. 

Through  five  victories  at  LeMans 
and  billions  of  passenger  car  miles 
this  superb  power  plant  has  been 
honed  to  a  fine  edge.  Car  and  Driver 
recently  selected  the  Jaguar  six  as 
one  of  the  ten  best  engines  of  all  time, 
calling  it  a  "masterpiece." 

Today  advanced  direct  port  fuel 
injection  and  precise  electronic  igni- 
tion provide  virtually  perfect  control  of 
this  smoothly  powerful  and  unques- 
tionably durable  six  cylinder 

Of  course  the  power  plant  is  only 
part  of  the  XJ6  story  The  proven  high 
technology  of  the  4.2  liter  engine  is 
echoed  throughout  —  in  the  four 
wheel  disc  brakes,  the  fully  indepen- 
dent suspension,  the  power  rack  and 
pinion  steering. 


nside,  the  fragrance  of  natural 
leather  and  the  artful  symmetry  of 
mirrored  walnut  provide  a  level  of 
driver  satisfaction  that  is  rivaled  only 
by  the  silent  swiftness  and  agile  han- 
dling of  the  XJ6.  From  its  thoroughly 
proven  high  performance  engine  to 
its  celebrated  sculptured  silhouette, 
the  XJ6  is  the  best  Jaguar  sedan 
ever  built. 

We  invite  you  to  drive  this  mile- 
stone motorcar  For  the  name  of  the 
Jaguar  dealer  nearest  you,  call  this 
toll-free  number:  (800)  447-4700. 
Jaguar  Cars  Inc.,  Leonia,  N.J.  07605. 

ENJOY  TOMORROW.  BUCKLE  UP  TODAY 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


GIVE  HER  A  DIAMOND  TO  SET  HER  WORLD  ON  FIRE. 


f 


\ 


a 


V**- 


lh 


Every  quality  diamond  of  a 
carat  or  more  is  one  of  natures  rarest 
and  most  exquisite  phenomena. 
Each  is  a  visible  reflection  of  you. 
Unique  in  all  the  world;  possessing 
four  vital  qualities  that  set  it  apart 
forever. They  are  called  the  4C's:Cut, 


Color,  Clarity  and  Carat -weight.  It 
is  the  4C  characteristics  that  deter- 
mine the  value  of  a  diamond  — and 
to  an  astonishing  degree  the  beauty 
and  value  of  your  jewelry— no  mat- 
ter what  the  design. 

Your  jeweler  is  the  expert  where 
diamonds  are  concerned.  His  knowl- 
edge can  help  make  the  acquisition 
of  a  quality  diamond  of  a  carat  or 


more  the  beautiful,  rewarding 
experience  it  should  be. 

Give  her  a  quality  diamond 
of  a  carat  or  more.  A  truly  rare 
and  beautiful  gift.  Like  trie 
woman  you  love. 

A  diamond  is  forever. 
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A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
A  FIRE  RARELY  SEEN. 


trated  over  this  thing  that  I  try  to  put 
it  out  of  my  mind.  It's  like  beating 
your  head  against  a  stone  wall." 

How  did  Ed  Ball  get  his  death  grip 
on  the  du  Pont  money?  When  Alfred 
du  Pont  moved  to  Florida  early  in  the 
century,  his  brother-in-law  Ed  Ball 
came  along  as  investment  adviser.  To 
call  Ball  frugal  would  be  to  stretch  the 
word:  He  lived  in  a  $19-a-day  hotel 
room,  yet  left  a  $100  million  estate. 

Cantankerous  and  tenacious,  Ball 
was  also  undeniably  a  great  investor. 
After  the  Florida  real  estate  crash  in 
the  1920s  he  started  buying  timber- 
land  in  the  Florida  panhandle  for  as 
little  as  $1  an  acre.  When  du  Pont  died 
in  1935  he  left  an  estate  worth  $27 
million,  but  Ball  kept  on  building  it. 
He  opened  St.  Joe  Paper  and  later 
bought  the  bonds  of  the  bankrupt  FEC 


Rosemarv  Cerio 


Grandson  Alfred  du  Pont  Dent 
"They  are  like  the  Kremlin." 

railroad  for  a  few  cents  on  the  dollar. 

When  the  railroad  was  hit  by  a 
strike  in  1962,  Ball  defied  the  Secre- 
tary of  Labor  and  kept  the  railroad 
running  by  hiring  nonunion  help,  and 
outlasted  a  nine-year  strike.  "Confu- 
sion to  the  enemy"  was  Ball's  toast  at 
his  nightly  bourbon  parties.  Today, 
thanks  to  its  own  flexible  work  rules, 
the  Florida  East  Coast  has  a  fat  22% 
profit  margin,  compared  with  the  7% 
industry  average. 

There  are  but  91,000  shares  of  St. 
Joe,  and  88%  are  owned  by  the  du 
Pont  and  Ball  estates.  Last  year  there 
were  all  of  318  St.  Joe  trades  (o-t-c), 
with  the  stock  now  selling  for  around 
$8,500  a  share.  The  stock  is  probably  a 
real  bargain  at  that  price — if  anyone 
can  ever  get  at  the  assets. 

The  1 . 1  million  acres  of  largely  pine 
forest  (carried  on  the  books  for  $118 
million)  stretch  from  the  Florida  pan- 
handle into  Georgia.  Much  of  the  tim- 
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Give  her  a  quality 
diamond  of  a  carat  or  more 
fromC.D.  Peacock.  A  truly 

rare  and  beautiful  gift. 

Like  the  woman  you  love. 

A  diamond  is  forever. 


JEWELERS  SINCE  1837 
CHICAGO 

J.B.  HUDSON,  Minneapolis.St.  Paul— CHARLES  W.  WARREN ,  Detroit— JESSOPS,  San  Diego 
J.E.  CALDWELLCO. ,  Philadelphia,  Washington  DC  —  SHREVE  &  CO. ,  San  Francisco 

MEMBERSOFTHEHENRYBIRKSANDSONSCOMPANYOFFINEJEWELERS 


"From  the  Opera  House, 
you  look  straight  across  to  another  of 
Sydney's  great 
achievements. 


Service  polished  to 

perfection. 

A  style  that  could  only 

be  Regent.  Inspirational 

views  from  a  hotel  that 

is  itself  an  inspiration. 


ALBUQUERQUE  AUCKLAND  CHICAGO  M|l   HONGKONG   KUAL 


A  REGENT'INTERNATIONAL  HOTEL 
K   LONDON   MELBOURNE    NEW  YORK  svtiNn    WASHINGTON  Djl 


U.S.A.  TOLL  FREE  800-545-4000;  SYDNEY  238-0000,  TELEX  73023. 
a  member  oi  cIh&]eadin(fHotels  ofth&World*' 
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ber  is  efficiently  hauled 
on  a  small,  96-mile  com- 
pany-owned railroad  to 
the  paper  mill  in  sleepy 
Port  St.  Joe  (pop.  4,000), 
where  it  becomes  liner- 
board  and  pulp.  Last  year 
St.  Joe,  on  $512  million  in 
sales,  earned  $52  million 
in  profit,  about  the  same 
as  in  1983. 

The  only  minuscule 
number  is  St.  Joe's  $10- 
per-share  cash  dividend — 
about  $1  million  in  all.  St. 
Joe's  cash  flow  runs  $100 
million  a  year,  with  much 
of  it  plowed  back  into  the 
company,  just  as  Ball  did. 
St.  Joe  spent  $18  million  a 
couple  of  years  ago  to  buy 
two  rural  Florida  phone 
companies.  Another  $80 
million  was  being  spent 
over  five  years  to  overhaul 
the  paper  mill  and  has  al- 
ready cut  the  energy  bill 
by  $10  million  a  year. 
Long-term  debt  is  a  mod- 
est $63  million,  much  of 
it  at  5%  interest.  In  Au- 
gust 1983  the  crafty  Belin 
also  swapped  $52  million 
worth  of  stock  with  the 
oil  conglomerate  Charter 
Co.  The  next  spring 
Charter  sank  into  Chapter 
11.  "We  did  all  right  on 
that,"  Belin  laughs. 

But  value  hunters 
abound  in  the  stock  mar- 
ket these  days,  and  for  the 
first  time  St.  Joe  has  more 
than  500  shareholders  and  must  file 
10-Q  and  10-K  reports.  "There  is  a 
little  mystique  about  the  stock.  Peo- 
ple like  to  talk  about  it  at  cocktail 
parties,"  Belin  says.  He's  the  proud 
owner  of  25  shares  that  he  paid' $190 
apiece  for  back  in  the  early  1950s. 

What  is  St.  Joe  really  worth?  Talk- 
ing with  analysts  and  juggling  the 
numbers,  Forbes  comes  up  with 
$17,000  a  share. 

Belin  gets  around  50  queries  a  year 
about  whether  St.  Joe  is  for  sale.  Not 
ti(  ',  is  his  stock  reply.  "In  St.  Joe  you 
have  a  good  earnings  base,  one  that 
will  appreciate  over  the  years  with  its 
natural  resources,"  says  Belin. 

Counters  Dent:  "I  bet  you  that 
is  not  another  foundation  in  this 
country  with  assets  over  $100  million 
that  doesn't  have  an  investment  ad- 
;uves  the  estate  has  lost 
nearly  Si  hi  1  Hon  of  income  in  the  past 
decade  it  could  have  made  by  selling 
off  the  piper  operations  when  prices 
were  higher.  But  Dent  is  a  stockbro- 


St.  Joe  Chairman  Jacob  Belin 
"Man  basks  in  vainglory." 


ker  and  brokers  are  speculators,  ac- 
cording to  the  Belin-Tnornton  theory 
of  the  world. 

Belin  grew  up  in  Florida's  panhan- 
dle, and  went  to  work  as  a  paper  tester 
at  St.  Joe  in  1938  for  25  cents  an  hour. 
He  then  moved  into  sales  and  worked 
his  way  up.  Ball  made  him  president 
of  St.  Joe  in  1968. 

Thornton,  a  Southern  Baptist  and 
teetotaler — he  drank  ginger  ale  at 
Ball's  bourbon  parties — was  hired  by 
Ball  to  run  FEC  in  1960.  Ball  was 
generous  to  his  favorites,  giving  them 
gifts  and  bringing  them  into  cracker- 
jack  investments  on  the  side. 

But  Belin  and  Thornton  aren't  get- 
ting rich  from  their  company  jobs.  As 
trustees,  they  get  $5,000  a  year,  the 
fee  unchanged  since  1935.  There  are 
no  company  planes,  limousines,  stock 
options  or  bonuses.  "I  don't  approve 
of  those  things.  Man  basks  in  vain- 
glory," says  Belin.  He  makes  $90,000 
a  year  running  St.  Joe.  Thornton,  who 
runs  the  railroad,  also  is  president  of 


St.  Joe  and  gets  $94,000. 
You  can  hardly  accuse 
them  of  greed.  "The  pow- 
er of  running  the  estate  is 
what  they  really  want," 
says  Dent. 

Ever  since  Ball  died,  Be- 
lin and  Thornton  have 
dropped  hints  of  actually 
developing  some  of  their 
vast  holdings.  Granted,  St. 
Joe's  beachfront  in  the 
Florida  panhandle  is  tough 
to  get  to,  far  from  major 
airports  and  lacks  access 
roads,  plumbing  and  such. 
But  the  beaches  are  white, 
beautiful  and  untouched. 
Fort  Walton  Beach  in  that 
area  is  growing  fast  as  a 
resort.  In  Walton  County 
alone,  St.  Joe  owns  seven 
miles  of  beachfront. 

Belin  says  he's  been 
talking  with  numerous 
would-be  buyers  or  joint 
developers  like  Walt  Dis- 
ney's Arvida  unit.  Noth- 
ing has  happened  yet.  FEC 
owns  34,000  acres  in  Flor- 
ida, and  22,000  of  it  has 
nothing  to  do  with  the 
railroad.  One  chunk  cov- 
ers six  blocks  in  down- 
town Miami,  near  a  possi- 
ble convention  center 
site.  Thornton  talks  of 
building  a  high-rise  office- 
hotel  complex  there. 

He  was  also  talking 
about  it  four  years  ago.  By 
waiting  he's  missed  one 

whole   building   cycle  in 

Miami,  and  today  the  city  suffers  from 
a  glut  of  office  space.  "We're  taking 
inventory.  We  aren't  trying  to  rush  out 
and  develop  things,"  says  Thornton. 
Answers  Dent:  "They've  been  inven- 
torying this  real  estate  for  20  years." 

Molasses  moves  faster.  Would  Don- 
ald Trump  sit  this  long?  Says  Thorn- 
ton: "We're  trying  to  approach  this  a 
little  differently  than  Mr.  Trump 
would.  He's  probably  got  that  lever- 
aged a  little  bit." 

For  Ed  Ball,  time  was  always  a 
weapon.  He  outlived  most  of  his  en- 
emies. Of  the  five  du  Pont  trustees 
appointed  for  life,  Dent,  at  52,  is  the 
youngest;  next  comes  Thornton,  56. 
Well,  maybe  Alfred  du  Pont  Dent  can 
outlive  the  current  trustees. 

"I  don't  think  the  chances  of  that 
are  very  good,"  says  Dent.  "Thornton 
will  outlive  me  because  he  goes  to 
church  every  day,  he  doesn't  drink, 
doesn't  smoke  and  has  had  only  one 
wife.  If  he  doesn't,  it'll  set  religion 
back  100  years."  ■ 
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Anyone  can  sell  you  office 

furniture  for  today. 

We'll  help  you  anticipate  tomorrow. 


Meet 
THE 

HAWORTH 
SOLUTION 


When  you  iook  at  the  changes 
taking  place  in  your  office  today 
and  the  changes  required  to 
respond  to  tomorrow,  the  first 
thing  you  need  is  answers,  not 


furniture  —  from  people,  not 
catalogs.  You'll  get  both  from 
Ha  worth. 

We  begin  with  the  Haworth 
Solution:  The  belief  of  our  com- 
pany, our  employees,  and  our 
dealers  that  the  office  furniture  we 
sell  you  today  should  not  only 
respond  to  your  current  needs, 
but  be  designed  to  accommodate 
tomorrow. 

We'll  work  with  you  to  determine 
the  office  furniture  solution  that 


best  suits  your  unique  require- 
ments, including  an  assessment  of 
your  long-term  needs.  We'll  then 
show  you  how  Haworth  furniture 
systems  can  be  easily  expanded 
or  reconfigured  to  meet  changing 
needs. 

The  Haworth  Solution  responds 
to  your  needs  today  . . .  and 
tomorrow. 

Let  us  show  you  how. 

1-800-344-2600 

Haworth,  Inc. •  One  Haworth  Center  •  Holland,  Ml  49423 

H/3WORTH 


EXCELLENCE  IN  OFFICE  FURNISHINGS 


we  set 


In  1492,  a  Genoese  navigator  and  an  intrepid  crew  crossed  uncharted  waters  in 
search  of  a  west  passage  to  India.  In  the  process,  they  uncovered  the  vast  resources  of 
two  continents.  And  they  opened  up  a  new  base  for  exploration,  progress,  and  the 
hopes  of  mankind. 

In  1992,  coincident  with  the  500th  anniversary  of  Columbus's  voyage,  we  plan  to 

set  sail  for  another  New  World.  That  year,  or 
shortly  thereafter,  the  United  States  and  the  world 
will  begin  benefiting  from  the  first  manned  Space 
Station.  The  Station  will  be  more  than  another 
giant  step  for  mankind.  It  will  be  our  stepping 
stone  to  living  in  new  realms,  and  it  will  result 
in  thousands  of  discoveries  that  will  benefit  earth. 
This  New  World,  free  from  gravity  and  atmos- 
pheric impurity,  will  provide  that  ideal  environ- 
ment for  experimentation  and  production  that 
is  impossible  on  earth.  Simultaneously  we  will 
have  a  permanent  station  for  scanning  the  earth 
and  the  heavens  —  an  unparalleled  vantage  point 
for  predicting  weather,  aiding  agriculture,  and 
understanding  the  universe. 
Of  course,  like  Columbus,  we  cannot  foresee  all  the  benefits  ahead.  But  we  do 
know  that  we  will  have  a  new  arena  in  which  to  conquer  disease,  transform  the 
materials  of  earth,  and  generate  precious  energy.  The  resulting  knowledge  from 
countless  discoveries  will  come  down  to  earth  for  our  well-being. 

But,  unlike  Columbus,  our  craft  will  be  in  constant  contact  with  the  Old  World. 
Harris  Aerospace,  as  a  member  of  the  Rockwell,  Grumman  and  Sperry  team,  is  re- 
sponsible for  the  Space  Station's  communications  and  tracking  system.  We  are 
totally  committed  to  this  great  endeavor,  and  we  bring  to  the  challenge  the  capabili- 
ties and  experience  necessary  for  success. 

Harris  has  had  27  years  of  successful  involvement  with  the  kind  of  space  com- 
munications and  tracking  required  for  the  manned  Space  Station.  Our  space  experi- 
ence includes  programs  from  Telstar  to  the  Tracking  and  Data  Relay  Satellite  as  well 
as  the  manned  programs  of  Apollo,  Lunar  Module,  and  Space  Shuttle.  We  are  also  a 
leader  in  the  architecture  and  design  of  large  communication  networks. 

Now  Harris  is  ready  for  the  Space  Station.  Over  the  next  years  and  centuries,  the 
scope  of  scientific,  commercial  and  technological  opportunities  and  breadth  of  results 
are  sure  to  exceed  our  wildest  expectations. 

For  in  1 992,  we,  too,  will  be  very  much  like  Columbus:  carrying  the  sum  of  our 
knowledge  into  the  unknown.  And,  like  him,  we,  too,  shall  return  with  the  bountiful 
syfts  of  a  New  World. 


The  West  Germans  think  venture  capital 
will  solve  the  nations  unemployment  and 
technology  gap.  They  have  the  capital.  It's 
the  venture  part  that  gives  them  trouble. 

No  risk, 
no  reward 


By  Rosemary  Brady 


All  of  a  sudden  venture  capital 
is  the  panacea  for  everyone's 
b  economic  problems,"  says  Pe- 
ter Brooke,  a  fast-talking  Bostonian 
who  helped  found  Techno  Venture 
Management,  a  year-old,  116  million 
deutsche  mark  ($37  million)  venture 
capital  fund  in  Munich. 
Chancellor  Helmut  Kohl 
himself  is  pushing  for  new 
venture  capital  funds  to 
invest  in  local  companies. 
By  year-end  West  German 
venture  capital  compa- 
nies will  get  special  tax 
breaks  if  they  raise 
money  on  German  stock 
exchanges  and  invest  it  in 
at  least  ten  firms.  By  next 
year  the  government 
wants  a  new  over-the- 
counter  market  where 
small  companies  can 
more  easily  raise  capital. 

By  the  West  Germans,  venture  cap- 
ital is  considered  a  key  to  dealing  with 
both  a  10%  unemployment  rate  and  a 
technological  gap  as  compared  with 
the  U.S.  and  Japan.  But  so  far  there 
isn't  much  to  see  in  the  way  of  re- 
sults, which  is  why  the  government  is 
providing  incentives. 

Over  the  last  few  years  some  30 
funds  have  started  up,  with  an  esti- 
mated DM750  million  available  for 
investment.  But  only  10%  to  15%  of 
the  money  has  found  a  home,  says 
Wolfgang  Schaaf,  managing  director 
of  the  $50  million  Citicorp  Venture 
Capital  fund  in  Frankfurt.  "There's 
already  a  lot  of  money  chasing  a  few 
good  deals,"  he  says. 

Deutsche  Bank,  which  has  commit- 
ted DM70  million  to  four  funds, 
doubts  that  it  will  make  money.  "We 
don't   have    high    expectations.    We 


wanted  to  prove  the  money  was  avail- 
able for  projects  that  are  worth  it," 
says  Hans-Peter  Ferslev,  who  heads 
the  bank's  venture  business.  Siemens 
A.G.,  the  telecommunications  giant, 
encourages  researchers  and  middle 
managers  to  quit  and  set  up  spinoffs, 
but  only  one  team  has  left  the  nest. 
"The  culture  is  different  here.  We 


Patrick  McDonnell 


have  to  change  the  thinking  of  people, 
shape  them  into  entrepreneurs,"  says 
Klaus  Nathusius,  who  heads  a  DM25 
million  fund  backed  by  U.S.  and  Euro- 
pean investors.  After  World  War  II, 
with  equity  capital  prohibitively  ex- 
pensive, West  German  business  ac- 
quired the  habit  of  financing  growth 
through  loans.  Even  now,  trading  on 
the  Frankfurt  exchange,  the  largest  of 
West  Germany's  eight  stock  exchang- 
es, lasts  only  two  hours  a  day. 

"You  have  a  lot  of  security  in  a  big 
company  ir  Germany.  If  you  stay  at 
Siemens,  you  make  maybe  DM80,000 
to  DM100,000  [about  $35,000]  at 
middle  management.  If  you  go  on 
your  own  and  fail,  it  could  stay  with 
you  for  life,"  says  Burkhard  Berghoff, 
a  middle  manager  who  quit  Siemens 
with  researcher  Hans-Peter  Feuer- 
baum  to  set  up  Integrated  Circuit 
Testing,    the    one    Siemens    spinoff, 


making  an  electronic  beam  circuit- 
measuring  device. 

Young  engineers  are  more  adven- 
turous, but  they  know  less  about  fi- 
nance. Says  Jos  Wallers,  33,  an  engi- 
neer in  West  Berlin:  "When  we  start- 
ed, it  was  very  hard.  With  government 
money  from  a  [Ministry  of  Research 
&  Technology]  program  to  help  small 
enterprises,  we  developed  a  product. 
When  we  finished  it,  we  realized  we 
didn't  know  anything  about  selling." 
Wallers'  company,  which  makes  parts 
for  robot-running  computers,  ran  out 
of  cash  last  year  and  tried  unsuccess- 
fully to  get  backing  in  West  Germany. 
Finally,  Pasadena  Energy  Corp.  of 
Dallas  bought  it  and  renamed  it  Elec- 
tronic Modular  Systems. 

Venture  capitalists  in  Munich  and 
Frankfurt  complain  they  are  drown- 
ing in  proposals  from  investors  seek- 
ing subsidies  for  their  ideas  without 
considering  the  market,  developing  a 
business  plan  or  lining  up  experienced 
management. 

To  deal  with  this,  the  Technical 
University  in  West  Berlin  runs  a  spe- 
cial technology  transfer  unit  to  help 
young  entrepreneurs  learn  manage- 
ment skills  and  to  place 
graduating  engineers  in 
new  firms.  The  university 
also  manages  the  Berlin 
Innovation  Center,  in  a 
gutted  and  refurbished 
100-year-old  light-switch 
factory,  where  26  soft- 
ware, robotics  and  micro- 
electronics firms  rent 
space,  sharing  telephones 
and  secretaries— with  a 
■>!),  bigger  industrial  park  to 
—j  come  later  this  year." 
If  "Berlin  is  a  little  like 

Boston  20  years  ago,  an  in- 
dustrial city  not  good  with  develop- 
ment. We  are  only  beginning,  but  we 
are  trying  to  bring  entrepreneurial 
spirit  to  the  city,"  says  Jurgen  Al- 
lesch,  head  of  the  technology  transfer 
unit.  Government-financed  incen- 
tives, aimed  at  creating  jobs  in  the 
West  German  half  of  the  city,  help. 
Wallers'  company  gets  back  40%  ev- 
ery time  it  invests  in  equipment  for 
research  and  development. 

But  it  is  still  slow  going.  After  years 
without  much  new-issue  activity,  21 
new  issues  appeared  on  German  stock 
exchanges  last  year,  but  only  2  have 
come  on  so  far  in  1985.  Innate  conser- 
vatism and  bureaucracy  remain  stum- 
bling blocks.  "The  [West]  German 
government  is  under  some  illusion 
that  the  landscape  is  going  to  change 
drastically.  That's  not  going  to  hap- 
pen," says  Peter  Brooke  of  Techno 
Venture  Management.  ■ 
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WHY  WAIT  FOR 
IER  BIRTHDAY? 


why  wait  for 
his  birthday? 

Whywattfor 

ATHER'S  Day? 

Why  wait  for 
'our  new  apartment? 

Whywattfor  ,  \ 
Saturday  night?  | 

Why  WAIT  FOR, 
'OUR  PROMOTION?  ! 
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Why  WAIT  FOR 
'OUR  NEXT  RAISE? 
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RAMBUIE  OVER  ICE  TONIGHT 
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1 he  par tnership al  work  m  Tokyo_  From  left  to  right.  Charles  Adams.  Corporate  Banking;  Yasunan  Araki.  Petroleum  Relationship  Manager;  Mlho  Fujii.  Electronic  Banking; 
uougias  waiiinglord,  Electronic  Banking;  Mr  Ryoichi  Takasato,  Taiyo  Oil  Executive  Managing  Director;  Mr.  Yuzuru  Wakabayashi  Manager  Taiyo  Oil  Finance  and 

Accounting  Department. 


Global  Network 


Electronic  Banking 


Servi 


It  takes  more  than 
state  of  the  art  technology 

to  deliver 
the  world's  most  effective 
electronic  banking  system. 

It  takes 
The  Chase  Partnership. 

Chase  is  the  leader  in  applying  state-of-the-art  technology 
to  your  business  needs.  But  we've  never  lost  sight  of  the 
fact  that  technology  by  itself;  simply  isn't  enough.  The  Chase 
Partnership  works  with  you,  bringing  bur  team  of  experts 
together  with  yours,  to  apply  the  most  relevant  electronic 
banking  techniques  to  meet  your  specific  needs.  It's  the  com- 
bination of  technical  excellence,  global  industry  understanding 
and  close  collaboration  that  makes  the  Chase  Partnership 
work  for  you. 

Chase  Partnership 


o 


Advanced  Technology  People 


Profiles 


What  do  Sam  and  Bill  Boyd  want  with  Las 
Vegas'  scandal-ridden  Stardust  and  Fre- 
mont hotel-casinos?  Come  to  that,  who  are 
Sam  and  Bill  Boyd? 

The  house  that 
Boyd  built 


By  Ellen  Paris 


An  old  bull  and  a  young  bull  are 
grazing.  They  notice  that  the 
b  farmer  forgot  to  lock  the  gate 
to  the  cow  pasture.  "Hey,  let's  run 
down  the  road  and  chat  up  a  couple  of 
cows,"  snorts  the  young  bull.  "You 
got  it  wrong,  son,"  the  old  bull  replies. 
"Let's  walk  down  the  road  and  chat 
'em  all  up." 


Sam  Boyd  is  one  of  the  oldest,  and 
surely  one  of  the  shrewdest,  bulls 
grazing  in  Nevada.  Now  75  and  irasci- 
ble as  ever,  Boyd  has  been  on  the 
gambling  scene  in  Las  Vegas  for  near- 
ly half  a  century.  They  come  and  they 
go,  but  Boyd  survived  and  slowly  built 
a  privately  held  company  that  earned 
$6  million  on  revenues  of  $80  million 
last  year.  Thanks  to  two  recent  acqui- 
sitions, Sam  says  revenues  this  year 


will  exceed  $300  million. 

Never  heard  of  Sam  Boyd?  He  and 
son  Bill,  53,  own  53%  of  California 
Hotel  &  Casino.  The  rest  is  owned  by 
key  employees  and  outside  investors, 
including  Chic  Hecht,  a  Nevada  Re- 
publican and  the  state's  junior  senator 
in  Washington,  who  owns  one-half 
percent. 

The  company,  California  Hotel  & 
Casino,  owns  and  operates  the  650- 
room  California  Hotel,  in  downtown 
Vegas,  and  the  thriving  60-acre,  205- 
room  Sam's  Town,  15  minutes  away 
from  the  Strip's  glitz.  It  also  owns  a 
small  casino  1 1  miles  east  of  Las  Ve- 
gas and  leases  and  operates  Sam's 
Town  Gold  River,  90  miles  south  of 
Las  Vegas  on  the  Colorado  River. 

The  Boyds  are,  as  they  say,  on  a  roll. 
Last  March  they  paid  $178  million  for 
two  important,  if  scandal-ridden,  Ve- 
gas properties:  the  1,300-room  Star- 
dust on  the  Strip  and  the  450-room 
Fremont  downtown.  That  purchase, 
approved  in  February  by  Nevada's 
Gaming  Commission,  will  build  the 
operation  to  7,000  employees  and 
3,000  rooms,  ranking  it  among  Neva- 
da's largest  casino  operators. 

Sam  Boyd  came  up  the  hard  way,  as 
is  traditional  among  entrepreneurs  of 


Photos  bv  Ed  Kashi 


Bill  Boyd  and  his  father,  Sam,  at  Sam's  Town 

Never  mind  the  high  rollers.  Concentrate  on  the  solid  middle  class. 
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his  type.  He  emigrated  from  Enid, 
Okla.  to  Long  Beach,  Calif,  in  1925. 
He  learned  the  gaming  business,  le- 
gally, from  the  water  up  during  the 
Thirties,  when  he  dealt  blackjack  and 
poker  and  spun  roulette  wheels  on  the 
gambling  ships  that  used  to  ply  the 
Pacific  off  the  southern  California 
shore.  He  also  learned  it  not  so  legally 
by  running  poker  and  bingo  games 
onshore  in  Orange  County. 

Boyd  left  Long  Beach  in  1937  for 
Hawaii,  where  he  spent  three  years 
dealing.  He  headed  for  Vegas  in  1941. 
"I  was  tired  of  getting  arrested  once  a 
month,"  he  says.  "I  liked  the  idea  of 
legalized  gambling." 

For  the  next  1 1  years  Sam  worked  a 
series'  of  Vegas  jobs,  all  the  while 
stashing  away  money  for  his  own 
business.  In  1952  Boyd  and  some  part- 
ners built  the  Sahara.  He  put  up 
$16,000  ($6,000  of  his  own  and 
$10,000  borrowed)  for  a  1%  share.  A 
few  years  later  he  dealt  himself  in"  for 
3.5%  of  The  Mint  casino,  where  he 
served  as  general  manager.  In  1960 
Boyd  and  his  partners  merged  with 
Del  E.  Webb.  It  was -not  much  fun 
being  a  junior  partner  to  Webb. 

In  1965  Boyd  cashed  in  his  Sahara 
and  Mint  chips  and  severed  his  ties  to 
Webb.  "I  couldn't  get  along  with 
him,"  Boyd  recalls  during  an  inter- 
view in  Bill's  western-style  office  at 
Sam's  Town.  "I  was  happy  just  to  take 
an  ordinary  profit  out  of  the  business, 
but  Webb  wasn't.  He  was  a  money- 
hungry,  no-good  son  of  a  bitch." 

Boyd  has  been  upping  the  ante  ever 
since,,  slowly  and  cautiously.  The  first 
hotel/casino  he  could  call  his  own 
was  the  California  Hotel,  which 
opened  in  1975.  Son  Bill,  a  lawyer, 
quit  his  practice  to  help,  run  the  oper- 
ation. Then,  as  today,  father  and  son 
each  owned  26.3%  of  their  oper- 
ations. Says  Bill:  "We  decided  we 
wanted  to  have  control  of  anything 
we  were  involved  with." 

The  Boyds'  California  Hotel  has 
prospered  by  exploiting  not  high  roll- 
ers but  the  solid  middle  class.  Bill  also 
decided  to  develop  the  Hawaiian  mar- 
ket, on  the  shrewd  hunch  that  Hawai- 
ians — no  strangers  to  sun  and  lei- 
sure— would  come  to  Vegas  to  gamble 
and  to  spend  money,  and  would  do  so 
without  the  usual  subsidized  food  and 
free  shows.  Every  three  months  a  se- 
nior Boyd  executive  visits  Hawaii's 
travel  agents  offering  packages  that 
amount  to  free  rooms.  Quips  Bill 
Boyd:  "We're  the  only  guys  that  come 
back  from  Hawaii  without  tans." 

Hawaiians  aside,  Las  Vegas'  own 
middle  class  helps  explain  the 
jammed  parking  lots,  crowded  slot 
machines  and  half-hour  lines  at  the 
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Tfje  Stardust  (above)  and  the  Fremont 
Skeletons  in  the  closets  and  major 
housecleaning  ahead. 

restaurants  of  Sam's  Town,  which  the 
Boyds  built  in  1979.  Sam's  Town  is  15 
minutes  from  the  Strip  and  down- 
town and  comprises  three  restau- 
rants, a  56-lane  bowling  alley,  a 
25,000-square-foot  shopping  empori- 
um (discounted  cowboy  boots,  cut 
crystal,  gourmet  foods,  etc.),  a  west- 
ern dance  hall  and  50,000  square  feet 
of  slot  machines,  blackjack,  poker  and 
crap  games.  Sam's  Town's  isolated  lo- 
cation raised  plenty  of  eyebrows  at 
first.  But  Sam  Boyd  calculated  that 
the  natives  wanted  to  get  away  from 
downtown  and  the  Strip  in  their  off- 
hours.  Sam's  Town  was  immediately 
successful,  netting  $1  million  its  first 
year.  Says  Jack  Binion,  owner  of 
downtown  Vegas'  Horseshoe  Club 
and  one  of  the  Boyds'  toughest  com- 
petitors: "We  always  made  the  cus- 
tomers come  to  us,  but  Sam  went  to 
the  customers." 

The  Boyds'  new  properties,  the 
Stardust  and  the  Fremont,  will  take 
all  the  soap,  water  and  marketing  sav- 
vy the  new  owners  can  muster.  The 
Stardust's  previous  two  owners  had 
been  linked  with  organized  crime  and 
were  accused  by  the  Nevada  Gaming 
Commission  of  allowing  slot  ma- 
chine skimming.  Rather  than  face  for- 
mal hearings,  another  former  owner, 
Allen  Glick,  surrendered  his  license. 
The  owners  after  Glick,  Allan  Sachs 
and  Herbert  Tobman,  longtime  Vegas 
gaming  figures,  lost  their  casino  li- 
censes in  1984,  were  forced  to  pay  $3 
million  in  fines  and  had  to  sell  both 
the  Stardust  and  the  Fremont. 

When  state  regulators  were  seeking 
a  caretaker  for  the  Stardust,  they 
looked  to  the  Boyds,  locals  with  a 
clean  reputation.  "I  have  a  lot  of  re- 
spect for  Bill  and  Sam  Boyd,"  Paul 
Bible,  chairman  of  the  Gaming  Com- 
mission, tells  Forbes.  With  the  Boyds 
running  the  show,  the  First  Interstate 


Bank  of  Nevada  and  12  other  banks 
put  together  a  $185  million  loan  to 
purchase  the  two  hotels  and  start 
refurbishing. 

Having  run  the  Stardust  as  caretak- 
ers for  14  months  before  buying,  the 
Boyds  know  they  have  their  work  cut 
out.  Former  owners  had  allowed  the 
Fremont,  situated  in  Las  Vegas'  shab- 
by downtown,  to  degenerate  into  one 
of  Vegas'  least  attractive  gambling 
venues.  The  Boyds  plan  to  take  it 
somewhat  up  market  by  refurbishing 
around  a  western  motif.  Almost  any- 
thing will  help. 

The  Stardust's  problem  is  different. 
Well  situated  on  the  Strip,  it  should 
be  pulling  the  upper-middle-class  roll- 
ers. But  the  hotel's  overall  shabbiness 
sends  the  better-heeled  crowd  to 
places  like  the  Riviera,  Sands  and  Sa- 
hara, where  Boyd  started.  The  Star- 
dust's 52-acre  parking  lot,  dense  with 
low-status  recreation  vans,  is  a  turn- 
off  all  by  itself. 

Bill  Boyd  promises  to  overhaul 
completely  the  Stardust's  1,300 
rooms,  improve  the  restaurants  and 
expand  popular,  high-margin  poker 
games.  Boyd  figures  it  will  cost 
around  $25  million  over  the  next 
three  years  in  order  to  renovate  both 
hotels.  The  money,  he  says,  will  come 
from  profits.  "Now  that  we've  got  a 
Strip  location,  we've  got  all  the  bases 
around  town  covered,"  says  Bill  Boyd. 

That's  how  it  is.  By  going  slow,  Sam 
and  Bill  Boyd  end  up  chatting  up  a  lot 
more  cows  than  some  people  who  are 
in  a  hurry.  No  bull.  ■ 
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Here's  a  fast-growing,  multibillion-dollar  wen  over  30%  a  year. 

r  r  111  1  1        Cigna*  for  example,  had  $430  mil- 

industry  you  have  probably  never  heard  Hon  in  premium  income  from  stmc- 

r       i        .    .1         i  i  tured  settlements  last  year,  up  from 

OJ bUt  the  laWyerS  have.  $270  million  in  1983.  Safeco's  annu- 

ity sales  grew  by  half,  to  $100  million 
from  $62  million,  and  Western  Na- 


The  structure 
game 


By  Richard  Greene 


CONVENTIONAL  WISDOM  has  it 
that  only  lawyers  benefit 
hugely  from  big  damage  suits, 
no  matter  who  wins.  They  collect 
their  one-third  fees,  the  insurance 
companies  pay  the  judgment,  and  all 
of  us  ultimately  foot  the  bill  through 
higher  premiums. 

But  the  attorneys  aren't  the  only  big 
winners  anymore.  Over  the  last  five 
years  or  so  the  fast-growing  phenom- 
enon of  structured  settlements  has 
created  a  whole  new  industry  that 
will  probably  do  about  $2.4  billion  in 
sales  this  year.  Structured  settle- 
ments have  been  involved  in 
such  megaclaims  as  the 
MGM  Grand  Hotel  fire,  the 
Chicago  DC- 10  crash,  the 
Kansas  City,  Mo.  Hyatt  disas- 
ter, much  of  the  asbestosis 
and  DES  litigation  and  a 
number  of  less  publicized  but 
still  highly-  expensive  cases. 

Under  a  structured  settle- 
ment the  plaintiff  settles  out 
of  court  for  an  annuity  in- 
stead of  a  one-time  lump 
sum— $  100,000  a  year  for  life, 
say,  instead  of  $1.5  million 
all  at  once.  Of  course,  the 
people  who  are  making  big 
bucks  by  putting  these  deals 
together  like  to  talk  about 
how  sound  they  are  for  plain- 
tiffs— "the  discipline  of  not 
being  able  to  stick  your  hand 
in  that  big  cookie  jar,"  says 
Robert  W.  Johnson  of  Legal 
Economic  Evaluations,  Inc.,  a 
consulting  firm  primarily  for 
plaintiffs'  attorneys.  "Many 
people  go  out  and  buy  a  new 
car  or  a  dish  antenna,  and  ev- 
erybody comes  out  of  the 
woodwork    for    the    money, 


and  it's  gone  in  a  year  or  two." 

Maybe  so,  but  the  real  advantages 
are  economic,  to  all  concerned.  An 
annuity  usually  costs  the  insurance 
company  15%  less  than  a  lump-sum 
award.  And  since  damage  awards  are 
tax-free,  the  $100,000  a  year  is  tax- 
free  to  the  plaintiff,  while  income  de- 
rived from  a  lump-sum  $1.5  million 
would  be  taxable. 

Topping  the  list  of  players  cleaning 
up  in  this  game  are  big  insurance 
companies  that  sell  the  annuities  (to 
other  insurance  companies — the  ones 
paying  the  claims).  They  expect  to  sell 
over  $2.4  billion  worth  this  year  and 
claim  the  total  is  growing  at  a  rate 


tional,  a  subsidiary  of  Benico  Holding 
Co.,  took  in  $124  million  in  1984, 
compared  with  $89  million  in  1983. 
Metropolitan  Life,  which  got  into  the 
business  only  in  1983,  had  $200  mil- 
lion in  premiums  last  year. 

No  matter  who  sells  that  annuity, 
it's  the  defendant's  responsibility  to 
make  sure  the  payments  will  be 
made.  He's  still  the  one  who  lost  the 
case,  after  all.  But,  surprisingly,  defen- 
dant insurance  companies  and  their 
lawyers  have  largely  handed  over  the 
job  of  negotiating  structured  settle- 
ments to  a  group  of  about  250  consult- 
ing firms.  They  get  a  broker's  fee  of 
about  4%  of  the  cost  of  the  annuity  to 
negotiate  the  cheapest,  safest  annuity 
with  the  plaintiff's  attorneys. 

David  Ringler  is  the  president  and 
51%  owner  of  the  biggest  and  one  of 
the  oldest  of  these  consulting  firms, 
Ringler  Associates,  with  26  offices  na- 
tionwide. Why  do  the  insurance  com- 
panies use  his  service?  "We  are  an 
independent,  objective  go-between," 
he  says.  "If  you  are  a  casualty  insur- 
ance company  and  you  deal  with  only 
one  annuity  company,  the  plaintiffs 
won't  think  they're  getting  the  best 
deal  possible.  We're  actively  in  busi- 
ness with  about  17  annuity 
companies,  so  we  can  get  the 
best  deals." 

But  aren't  the  consultants, 
after  all,  just  annuity  sales- 
men? "Annuity  salesmen?" 
says  a  shocked  Joseph  Hu'ver, 
president  of  Huver  &  Asso- 
ciates. "That's  a  putdown." 

Whatever  they  call  them- 
selves, theirs  is  a  complicated 
business.  Most  settlements 
involve  far  more  than  a  sim- 
ple annuity.  How  much,  for 
example,  should  the  plaintiff 
get  up  front  to  pay  legal  fees 
and  other  costs  and  to  have 
some  immediate  relief,  if  not 
pleasure,  from  the  victory? 
Should  there  be  periodic 
lump-sum  payments  over  the 
years?  How  do  you  factor  in 
inflation?  (Usually  3%  is 
built  in,  but  a  hard  negotiator 
may  be  able  to  get  as  much  as 
6%.)  Finally,  who  should 
benefit  from  the  tax  savings? 
The  defendants'  insurance 
companies  and  consultants 
say  plaintiffs  should  worry 
only  about  the  payout,  not 


Jean -Francis  Allau: 
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Front* wheel  drive  makes 
the  car  work  better. 

I  know. 
I  bet  the  company  on  it!' 


. 


day  9  out  of  every  10  cars  and  f  am 
We  didn't  set  out  to  make  the  Americ 

It  just  turn 


t  began  almost  10  years  ago  with  two  small 
fuel-efficient  front-wheel  drive  cars.  Dodge  Omni 
and  Plymouth  Horizon.  It  was  the  beginning  of  a 
promise  that  Chrysler  made  to  America.  To  build 
cars  with  new  i  echnology.  It  was  the  beginning  of 
the  challenge  to  build  automobiles  that  could  stand 
up  to  anything  coming  out  of  Europe  or  Japan. 

We  knew  that  front-wheel  drive  meant  better 
gas  mileage  with  more  room,  better  traction  on  wet 
surfaces,  better  handlin,  and  control.  Today  many 
people  recognize  that  it  means  a  better  car.  And  the 
industry  is  responding.  So  far  61%  of  the  cars  GM 


builds  are  front-wheel  drive.  At  Ford  it's  45% 

At  Chrysler  we  put  all  our  resources  agains 
years  ago.  With  the  result  that  today,  more  than  9( 
of  our  cars  and  family  wagons  are  front-wheel  dir 
Like  the  K-cars,  Americas  first  full  line 
front- wheel  drive  family  cars.  They  took  six  peoj 
farther  on  a  gallon  of  gas  than  any  car  in  Americi 

We  brought  back  the  convertible,  gave  it  froi  t 
wheel  drive  and  we  made  driving  fun  again 
combined  front-wheel  drive  with  turbos  ai< 
computer-age  electronics  and  created  sports  c 
that  breathe  excitement.  We  applied  front-wl 
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agons  we  build  are  front-wheel  drive, 
usiness  a  game  of  follow  the  leadei 


Irive  to  luxurious  performance  sedans,  Chrysler 
^eBaron  GTS  and  Dodge  Lancer,  engineered  to 
ompete  with  Europe's  finest.  Our  front-wheel 
Irive  Dodge  Caravan  and  Plymouth  Voyager  family 
vagons  even  created  a  whole  new  way  to  get  around. 

Along  with  our  commitment  to  advanced  tech- 
lology,  we  made  another  commitment.  To  quality. 
Ve  have  so  much  confidence  in  the  quality  of  every 
ar  and  truck  we  build  that  we  back  them  with  our 
>-year  or  50,000-mile  Protection  Plan*  Nobody  else 
jives  you  this  on  all  its  vehicles.  Only  Chrysler. 

And  nobody  else  offers  you  so  many  different 


kinds  of  front-wheel  drive  models.  Front-wheel 
drive  technology  may  not  make  us  the  biggest  car 
company  in  America.  But  at  Chrysler  we  have  only 
one  ambition.  To  be  the  best.  Buckle  up  for  safety. 

♦Whichever  comes  first.  Limited  warranty  on  the  engine,  powertrain  and  against 
outer  body  rust-through.  Deductible  applies.  Excludes  leases.  Dealer  has  details. 

O 

The  New  Chrysler  Corporation. 

Wedoirt  want  to  be  the  biggest. 
Just  the  best. 


Thomas  Chandler  of  Aetna's  Structured  Benefits,  Inc. 

"I'm  not  going  to  even  talk  to  the  plaintiffs  about  the  cost  as  a  lump  sum. 


what  it  costs  to  provide  it.  "I'm  not 
going  to  even  talk  to  the  plaintiffs 
about  the  cost  as  a  lump  sum,"  says 
Thomas  Chandler  of  Aetna  Life  & 
Casualty,  one  of  the  few  major  firms 
that  negotiate  their  own  structured 
settlements.  "If  they  want  to  negoti- 
ate on  the  basis  of  the  lump-sum  cost, 
I'll  say,  'Fine,  we  can  talk  about  it  that 
way,  but  then  I'm  just  going  to  pay 
you  a  lump  sum.  I'm  not  going  to  give 
you  a  structured  settlement  at  all.' 
That's  hardball  negotiating." 

Plaintiffs'  lawyers  have  a  stake  in 
all  this,  of  course,  because  their  fees 
are  generally  pegged  to  the  total  cur- 
rent cost  of  the  settlement.  They 
stand  to  make  less  on  structured  set- 
tlements. So,  not  surprisingly,  they 
argue  that  if  the  insurance  company 
was  willing  to  cough  up  $1  million  in 
a  lump  sum,  it  should  put  that  much 
into  the  structured  settlement,  re- 
gardless of  the  tax  benefits  such  an 
arrangement  might  have  for  their  cli- 
ent. "The  bottom  line  is  the  present 
value,  which  is  the  value  of  any  lump 
sums  plus  the  cost  of  the  annuity," 
says  one  prominent  plaintiff  attorney. 
"If  this  case  is  worth  a  million,  why 
should  I  settle  for  half  a  million?" 

Given  the  stakes  involved,  then, 
it's  strange  that  only  Aetna  and  a 
handful  of  other  big  insurance  compa- 
nies negotiate  their  own  structured 


settlements.  The  savings  can  be  sub- 
stantial. Aetna  couldn't  simply  buy 
Aetna's  own  annuities  exclusively,  of 
course,  because  of  the  patent  conflict 
of  interest  that  would  be  involved  if 
Aetna's  prices  were  not  always  the 
best.  Even  so,  it  saved  around  $5  mil- 
lion in  brokers'  fees  last  year  alone. 

And  the  negotiating  experience  is 
valuable.  "We  train  our  own  claims 
people  always  to  negotiate  on  a  struc- 
tured-settlement basis,"  says  Chan- 
dler, a  burly  man  with  a  trace  of  a 
Virginia  accent,  who  heads  Aetna's 
Structured  Benefits,  Inc.  subsidiary. 
"If  you  can  save  15%  on  a  million- 
dollar  claim,  you  can  also  save  15% 
on  a  $10,000  claim."  You  can  also 
keep  those  broker's  fees  in-house. 

Is  there  any  cloud  on  the  horizon? 
Only  that  it's  so  good — too  good.  So 
many  new  players  are  rushing  into  the 
game  that  a  shakeout  is  virtually 
guaranteed.  In  1980  margins  for  sell- 
ing structured-settlement  annuities 
were  a  healthy  10%  to  15%  before 
administrative  expenses  were  paid. 
But  since  these  annuities  are  basically 
the  same,  the  most  important  way  to 
compete  is  on  price.  Result:  Margins 
are  now  down  to  5%  to  8%,  and  even 
less.  Says  Michael  Bodtker,  a  vice 
president  at  First  Colony,  a  subsidiary 
of  Ethyl  Corp.,  "Competition  for  the 
last  year  or  so  has  been  so  aggressive 


Stephen  Derr 

that  if  we  had  to  lower  rates  from 
today's  levels,  we  would  just  have  to 
let  our  competitors  have  the  business, 
if  they  can  write  it  for  that." 

Some  of  them  certainly  will.  Take 
First  Executive  Corp.'s  Executive 
Life,  based  in  Los  Angeles,  which  says 
it  picked  up  about  $250  million  in 
new  structured-settlement  annuities 
in  1984 — only  its  second  year  in  the 
business.  Competitors  claim  Execu- 
tive was  able  to  move  in  so  fast  be- 
cause its  annuities  are  funded  with 
junk  bonds.  "If  this  was  your  family," 
says  Ralph  Casale,  who  heads  up  the 
structured-settlement  market  at  Met- 
ropolitan Life,  "you'd  want  to  make 
sure  that  the  company  providing  the 
annuity  will  be  around  in  30  years." 

Allan  Chapman,  an  actuary  for  Ex- 
ecutive Life,  pooh-poohs  those  fears. 
"It's  just  sour  grapes,"  he  says.  "There 
was  a  study  made  at  Wharton  that 
said  a  diversified  portfolio  of  junk 
bonds  is  less  volatile  than  AA-rated  or 
AAA-rated  paper."  Chapman  also  ad- 
vances the  argument  that  the  rating  of 
investment-grade  paper  is  more  likely 
to  be  reduced  than  that  of  the  junk 
bonds  in  his  portfolio  (which,  of 
course,  are  rated  about  as  low  as  you 
can  get  to  begin  with),  and  "the  real 
risk  in  the  bond  market  is  not  of  de- 
fault but  of  ratings'  being  downgrad- 
ed." Plaintiffs  beware.  ■ 
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Balance 

•  A  well-ordered  integration  of  elements; 
e.g.,  combining  the  sales  from  diverse  busi- 
nesses into  nine  years  of  uninterrupted 
earnings  growth. 

•  Stability  produced  by  distribution  of 
weight;  e.g.,  planned  diversification  between 
government  and  commercial  business. 

•  A  harmony,  one  encouraging  divisional 
entrepreneurship  with  strong  financial  sup- 
port-like $2.2  billion  in  capital  expenditures 
over  the  last  five  years. 


Ours  is  a  strategic  balance-between 

down-to-earth  management  and  options 

| as  limitless  as  space.  This  balance  has  been 

I  the  key  to  our  consistent  financial  growth. 

Now  we  have  added  dramatically  to  that  balance. 
jOur  new  subsidiary,  the  Allen-Bradley  Company,  brings 
;us  nearly  $1  billion  in  sales  in  industrial  automation  and 
: electronics  equipment  and  systems.  That  moves  us  up 
to  a  S3. 5  billion  share  in  electronics  markets  which 
are  rapidly  expanding.  And  positions  Rockwell 
,for  $11  billion  in  overall  sales.  To  learn  more 
about  us,  write:  Rockwell  International, 
!  Department  815R-56,  600  Grant  Street, 
iPittsburgh,  PA  15219. 


'1* 


Rockwell  International 


.where  science  gets  down  to  business 


Aerospace  /  Electronics  /Automotive 
General  Industries  /A-B  Industrial  Automation 


Franz  Steinkiihler,  vice  president  and  heir-apparent  at  West  Germany's  biggest  union 

"There  was  one  man  who  seemed  to  be  saying  an  awful  lot  of  silly  things,"  he  recalls. 


"He  was  the  boss." 

Manfred  Vplimer/Focus-Woodfin  Cai 


Franz  Steinkiihler  is  a  different  kind  of 
German  labor  leader.  No  more  Mr.  Gut- 
mensch.  Call  those  strikes,  cut  that  work- 
week, squeeze  the  bosses. 

The  new 
generation 


By  Rosemary  Brady 


W'hen  a  company  goes  bankrupt, 
it's  almost  always  the  manager's 
fault,"  Franz  Steinkiihler  says  blunt- 
ly. "Ein  Manager  kann  mit  deni  Arsch 
umstossen,  was  eine  game  Mannschaft 
von  Arbeitern  uber  eine  lange  Zeit  aufge- 
bautbat, "  he  says  in  his  German.  "One 
manager  can  wipe  out  with  his  ass 
everything  a  whole  crew  of  workers 
has  built  up  over  a  long  time.  Where 
does  the  management  get  the  right  to 
lead  a  company?  Why  shouldn't  the 
workers  have  the  same  right?" 


Steinkiihler  is  a  rising  star  of  West 
German  labor  and  vice  president  of 
the  country's — and  Europe's — largest 
union,  the  2.5-million-member  IG 
Metall,  which  won  a  38.5-hour  week 
after  a  three-week  strike  last  year.  Un- 
der Germany's  system  of  codetermi- 
nation  (see  box, p.  76),  he  is  also  a  mem- 
ber of  the  supervisory  boards  (boards 
of  directors)  of  Audi  NSU  and 
Daimler-Benz  A.G.  and  thinks  the 
unions  should  use  these  positions  to 
grab  more  power.  A  member  of  the 
Social  Democrat  party,  he  thinks 
unions  should  become  more  political 


and  have  more  influence  on  employ- 
ment, economic  and  defense  policy. 

Steinkiihler  is  the  new  generation. 
He  was  10  years  old  when  unions  and 
managers  joined  forces  to  rebuild 
postwar  West  Germany.  He's  had 
enough  of  that.  "Much  of  the  older 
generation  put  a  blanket  over  the  con- 
flict of  interests  between  employers 
and  employees.  But  the  fact  is,  we 
have  different  interests." 

He  says  his  generation  in  the 
unions  will  be  tougher,  but  he  admits 
he  can't  get  too  far  ahead  of  the  rank 
and  file.  So  far,  though,  Steinkiihler's 
new  toughness  is  in  step  with  the 
workers,  who  overwhelmingly  voted 
him  vice  president  in  1983  and  are 
expected  to  make  him  the  union 
president,  if  not  next  year,  then  by 
1989  at  the  latest.  "Even  the  workers 
who  had  doubts  [about  the  strike  last 
year]  have  none  now  because  they  see 
the  shorter  workweek  makes  jobs," 
Steinkiihler  says. 

His  agenda: 

More  power  for  workers  to  approve 
or  veto  technological  changes  that  af- 
fect their  jobs; 

Retraining  by  employers  when 
technology  obsoletes  workers'  three- 
year  apprenticeships  and  job  skills. 

The  same  pay  (comparable  worth, 
as  it's  called  in  the  U.S.)  for  blue-  and 
white-collar  jobs  that  might  be  con- 
sidered of  equal  importance,  and  more 
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There  is  something  new  on  the  horizon 

There  is  a  new  identity  for  a  $3  billion  company. 
The  company  has  a  new  structure,  new  manage 
ment  goals  and  a  renewed  vitality.  GenCorp  is 
an  aggressive  company  with  diverse  strengths. 


From  aerospace  to  tennis  balls,  from  video 
cassettes  to  tires,  GenCorp  is  in  a  strong  position 
for  growth.  The  subsidiaries  of  GenCorp  are 
Aerojet  General,  DiversiTech  General,  General 
Tire  and  RKO  General.  WT1 

■  M  GenCorp 


A  new  direction 


Codetermination 


"I  always  wear  the  same  suit,"  says 
Franz  Steinkiihler,  fingering  his 
dark  blue  lapel.  He  means  he  fights 
for  workers  while  sitting  on  the 
supervisory  boards,  or  board  of  di- 
rectors, of  Audi  and  Daimler-Benz. 
In  West  Germany  the  unions 
wield  far  greater  power  than  in  the 
U.S.  Under  a  1976  law,  worker  rep- 
resentatives can  occupy  just  under 
half  the  seats  on  supervisory 
boards  of  companies  with  over 
2,000  employees.  The  chairman  of 
the  supervisory  board,  rarely  a 
trade  unionist,  has  the  deciding 
vote.  But  in  the  coal  and  steel  in- 
dustries the  split  is  exactly  50-50. 


ttoodfin  Omp 


Protesting  German  steelworkers 
"I  have  never  lost  a  strike." 


Supervisory  boards  determine 
long-term  strategy,  approve  major 
investments  and  appoint  the  CEO 
and  other  top  executives,  who,  in 
turn,  sit  on  managing  boards  that 
run  the  companies  day  by  day. 

While  only  a  third  of  West  Ger- 
man workers  belong  to  unions  (it  is 
about  a  sixth  in  the  U.S.),  the  annu- 
al bargaining  by  an  industry's 
union  and  each  industry's  employ- 
er association  sets  pay  for  90%  of 
West  Germany's  workers. 

In  addition,  under  a  1920  law, 
companies  with  more  than  five 
employees  must  allow  a  works 
council  or  employee  committee. 


union  organizing  among  the  white- 
collar  workers. 

Steinkiihler  boldly  predicts  a  30- 
hour  workweek  in  West  Germany  by 
the  end  of  the  century. 

"He's  the  Arthur  Scargill  of  Ger- 
many," says  an  official  of  Gesamtme- 
tall,  the  metalworkers'  employer  fed- 
eration, and  an  opponent  across  the 
bargaining  table  from  IG  Metall. 
"That's  ridiculous,"  Steinkiihler 
scoffs  to  Forbes.  Scargill,  the  Marxist 


who  leads  the  British  miners  union, 
wants  to  topple  his  government.  Says 
Steinkiihler:  "The  more  I  travel  the 
world,  the  more  I  see  our  [capitalist] 
system  must  be  improved,  not 
changed."  But  if  it  takes  Sturm  und 
Drang  to  get  change,  then  Sturm  und 
Drang  it  will  be. 

The  union  leader,  the  son  of  a  po- 
liceman, was  15  when  he  landed  his 
first  job  as  a  toolmaker  in  a  small 
factory  near  Stuttgart.  He  lost  it  six 


weeks  later.  "There  was  a  plant  meet- 
ing, and  a  lot  of  people  were  saying 
silly  things.  There  was  one  man  who 
seemed  to  be  saying  an  awful  lot  of 
silly  things.  I  didn't  know  him,  but  I 
criticized  him.  He  was  the  boss.  I  was 
fired  on  the  same  day."  The  union 
helped  get  his  job  back,  so  he  joined 
up,  volunteering  to  collect  dues,  serve 
on  committees  and  finally  to  head  the 
company  works  council  while  he  was 
still  in  his  early  20s. 
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For  a  Minolta  Beta  copier,  part  of  being  the 
perfect  copier  is  being  the  perfect  fit  for  your 
off  ice. That's  why  we  give  you  so  many  choices. 

The  Beta  350Z,  450Z,  550Z  and  650Z  zoom 
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a  virtually  limitless  range  of  sizes.  From  almost- 
50%  smaller  than  the  original  up  to  almost 
50%  larger. 

The  bigger  Beta  zoom  copiers  have  advance! 
features  like  auto  sizing  and  auto  paper  selects 


These  may  approve  or  veto  deci- 
sions about  timing  of  the  workday, 
overtime,  short  time  and  firing  of 
employees  with  more  than  six 
months'  seniority.  West  German 
workers  enjoy  six-week  paid  vaca- 
tions, six-month  maternity  leave 
at  full  pay,  and  other  special  rights 
for  the  elderly. 

A  major  Steinkiihler  goal  is  to 
give  works  councils  veto  power 
over  technological  change.  Mean- 
ing management  won't  be  able  to 
cut  costs  unless  the  union  agrees. 
Management,  of  course,  will  fight. 
It  doesn't  want  to  commit  suicide 
in  a  competitive  world. — R.B. 


In  1960  Steinkiihler  quit  toolmak- 
ing  to  work  full  time  for  the  union 
and,  at  35,  was  the  youngest  leader  of 
the  powerful  regional  office  in  Stutt- 
gart, overseeing  500,000  workers  in 
the  heart  of  Germany's  auto  industry. 
He  made  labor  history  there  in  1973 
with  the  first  strike  unrelated  to  pay 
in  postwar  Germany,  winning  a  guar- 
antee that  workers  get  at  least  Vh 
minutes  to  perform  any  job.  All  the 
while  he  kept  pushing  the  union's 


headquarters  for  more  autonomy.  "I 
was  impatient,"  he  says  with  a  shrug 
during  an  interview  in  his  llth-floor 
office  at  IG  Metall  union  headquar- 
ters in  Frankfurt. 

Steinkiihler  has  some  problems 
when  he  talks  about  competition  and 
German  competitiveness.  "We  trade 
unionists  know  that  market  share, 
and  thus  jobs,  cannot  be  maintained  if 
outmoded  products  are  brought  to  the 
market  or  if  production  methods  are 
old.  We  are  not  against  new  technol- 
ogies," he  says.  But  then  he  argues  for 
measuring  technological  goals  against 
social  goals.  "What  may  appear  sensi- 
ble within  one  company  is  often  not 
acceptable  to  the  society  as  a  whole," 
he  says.  That's  a  neat  distinction,  but 
what  does  it  mean? 

The  metalworkers,  unlike  the 
American  unions,  have  been  reluc- 
tant to  negotiate  givebacks.  Back  in 
1974  IG  Metall  let  workers  at  then- 
troubled  Volkswagen  accept  a  pay  in- 
crease one  percentage  point  less  than 
the  rest  of  the  industry,  but  there  has 
been  little  of  that  since.  For  example, 
when  Detroit  was  slumping,  the 
UAW  agreed  to  pay  freezes  and  reduc- 
tions in  days  off.  The  Germans  went 
for  the  short  workweek  with  addi- 
tional pay. 

The  car  business  is  still  rough  in 


Europe,  and  Ford  hints  it  may  close  a 
major  plant.  Steinkiihler  warns  that 
his  union  will  fight  if  it's  the  big  Co- 
logne works  that  Ford  tries  to  shut. 
The  union  recently  took  Opel  (GM  of 
Germany)  to  court  for  trying  to  shift 
its  data  processing  operations  into  a 
nonunion  subsidiary  of  GM's  Dallas- 
based  Electronic  Data  Systems.  And 
Steinkiihler  absolutely  bristles  at  the 
mention  of  the  supervisory  board  of 
Daimler-Benz  A.G,  which  he  says 
voted  twice  against  labor  interest  on 
key  personnel  appointments  in  the 
last  two  years. 

"Even  a  company  with  the  impor- 
tance and  power  of  Daimler-Benz  can- 
not afford  to  install  all  their  top  man- 
agers against  the  labor  vote.  That 
leads  automatically  to  conflict  at  the 
plant  level,"  he  threatens. 

"I  am  lucky.  I  have  never  lost  a 
strike.  I  know  what  strike  means,  and 
I  make  every  effort  to  detour  around 
strikes,"  he  says.  But  in  the  last  eight 
years  conflict  in  German  industry  has 
begun  to  grow,  and  it  will  keep  grow- 
ing, he  predicts.  "For  the  unions  it's 
important  to  put  up  demands  at  the 
right  time,  and  that's  when  the  work- 
ers believe  the  demand  is  right  and 
will  back  it." 

If  it  takes  Sturm  und  Drang,  then 
Sturm  und  Drang  it  will  be.  ■ 
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Excessive  tax  breaks  led  to  overbuilding 
and  lured  in  too  many  amateurs.  This 
ruined  the  business,  says  Gerald  Hines,  who 
is  one  of  the  nations  biggest  developers. 

Real  men  don't 
need  tax  breaks 


By  Howard  Banks 


T|he  office  building  boom  is 
over,  and  the  cycle  is  unlikely 
to  turn  back  up  again  for  five,  or 
maybe  ten,  years,  says  Gerald  D. 
Hines.  He  is  sole  proprietor  of  Gerald 
D.  Hines  Interests  of  Houston,  which 
controls  buildings  worth  more  than 
$4.5  billion,  and  is  one  of  the  nation's 
largest  and  richest  developers.  Hines 
figures  commercial  building  in  the 
next  decade  will  grow  at  half  the  8% 


average  rate  of  the  past  ten  years,  and 
it  is  tax  breaks  like  the  fast  15-year 
depreciation  rule  of  1981  that  are 
ruining  the  business  today. 

"Really,  it's  almost  destroyed  the 
business,"  he  says.  Real  estate  men 
figure  that  downtown  office  vacancies 
averaged  15%  nationally  in  the  first 
quarter,  ranging  from  7%  in  midtown 
Manhattan  to  25%  in  Denver.  "Yes, 
we  gained,  to  an  extent,"  Hines  says. 
But  the  shorter  depreciation  periods, 
intended  to  encourage  manufacturing 


Gerald  I  Hues,  the  Houston-based  developer 

Tax  break  savings  brought  in  the  amateurs. 


investment,  siphoned  money  into 
otherwise  uneconomic  syndicated 
commercial  building  projects. 

In  such  tax  shelter  developments, 
once  the  main  tax  breaks  are  taken 
(including  tricks  like  pulling  forward 
and  deducting  future  years'  interest 
charges),  the  buildings  typically  are 
sold,  with  any  tax  due  being  paid  at 
the  lower  20%  capital  gains  tax  rate. 

This  brought  in  amateurs,  promot- 
ing construction  for  the  tax  breaks, 
and  Hines  doesn't  like  that.  He  com- 
plains not  only  of  concessions  to  get 
tenants,  like  months  or  years  rent 
free,  but  also  that  overbuilding  has  led 
to  a  drop  in  the  value  of  major  real 
estate  developments  by  15%  to  20%, 
and  sometimes  more. 

"People  thought  they  were  getting  a 
steal  through  their  taxes,  through 
items  like  the  15-year  depreciation, 
and  don't  realize  that  the  loss  of  value 
far  outweighs  any  tax  benefit." 

Other  experts  agree  that  bigger  tax 
breaks  fueled  the  overbuilding  but  say 
that  a  major  cause  also  was  the  pres- 
sure to  build  that  came  from  cash-rich 
investors  such  as  insurance  compa- 
nies and  pension  funds. 

A  drop  in  property  values  hurts 
Hines  more  than  the  speculative  de- 
velopers because  he  prefers  to  take  a 
long-term  equity  position  in  a  devel- 
opment, even  a  small  one,  rather  than 
upfront  or  sales  fees.  It's  a  longer-term 
game  that  has  allowed  him  to  go  for 
better  quality  buildings  and  to  use 
topflight  architects  like  I.M.  Pei.  He 
figures  taking  equity  insulates  him 
somewhat  from  ups  and  downs  in  the 
market,  but  his  business  still  is  hurt. 

Hines  has  built  360  buildings  with 
68  million  square  feet  of  prime  office, 
hotel  and  retail  space.  But  last  year  he 
completed  just  four  major  buildings, 
half  the  number  of  any  recent  year. 
Although  he  is  inevitably  connected 
with  the  overbuilding  of  Houston,  his 
home  base,  his  last  building  there,  the 
offices  of  RepublicBank,  was  complet- 
ed in  1983,  and  he  has  no  Houston 
projects  now.  In  Colorado,  another 
overbuilt  state,  Hines  had  only  one 
major  project. 

What  helps  in  tougher  days  is  his 
record.  Hines'  company  consistently 
finishes  buildings  early  and  below 
budget.  The  64-story,  1.6-million- 
square-foot  Transco  Tower  in  Hous- 
ton was  finished  in  16  months  from 
day  one,  a  feat  he  says  hasn't  been 
equaled  since  the  Empire  State  Build- 
ing. "We  keep  trying  to  beat  the  bo- 
gey," the  preset  timetable,  he  ex- 
plains, to  shorten  the  period  between 
investing  dollars  and  earning  from 
them.  Close  control  of  contractors 
and  suppliers  and  a  version  of  the  just- 
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The  calculating  developer 


Technical  matters  are  the  fun  part  of  the  business 
for  Gerald  Hines.  He  talks  enthusiastically  of  the 
effect  on  air  pressure  of  reducing  floor  height — mean- 
ing that  costly  higher-horsepower  fans  are  needed  to 
drive  a  heating  and  air-conditioning  system.  With  an 
estimated  net  worth  of  $300  million-plus,  Hines  still 
carries  a  slide  rule,  as  he  did  when  he  studied  me- 
chanical engineering  at  Purdue. 

But  he's  also  a  master  at  the  other  parts  of  the 
business,  raising  money  and  promotion.  The  money 
may  be  harder  now,  however.  In  the  past  much  of  his 
came  from  European,  especially  British,  institutions. 
The  strong  dollar  puts  them  off,  he  says.  His  promo- 
tion techniques  have  become  a  standard  in  the  indus- 
try. He  was  a  pioneer  in  rent-before-it-is-built,  with  a 
multiscreen  slide  show  accompanied  by  large  models 


of  the  proposed  building  and,  at  the  end,  the  opening 
of  sales-office  drapes  to  reveal  the  hole  in  the  ground 
actually  being  dug.  "Lawyers  and  accountants  don't 
read  construction  drawings  very  well,"  says  Hines. 

Hines,  59,  a  nonsmoking  vegetarian,  is  also  the 
doting  father  of  a  three-month-old  daughter  with  his 
second  wife,  Barbara,  35,  and  he  cheerfully  contem- 
plates more  children,  in  addition  to  the  two  from  his 
first  marriage. 

But  Hines  is  not  about  to  give  up  his  work.  "After 
three  or  four  days  on  the  beach  I'm  itching  to  get 
back,"  he  says.  A  hands-on  manager,  he  flits  from 
project  to  project.  The  difference  between  winning 
and  losing  in  real  estate  development  is  a  very  fine 
line,  says  Hines,  perhaps  5%  of  costs.  "And  that's 
what  it's  all  about." — H.B. 


in-time  delivery  system  are  part  of  the 
approach.  But  so  are  financial  incen- 
tives and  the  threat  that  only  sched- 
ule-meeting contractors  are  likely  to 
get  future  business. 

"Selectivity"  is  a  word  Hines  uses 
often.  By  it  he  means  sticking  to  the 
architecturally  striking  buildings  that 
have  become  his  trademark,  or  build- 
ing a  little  higher  to  make  it  economic 
to     turn      $60-to-$100-a-square-foot 


land  into  a  2-acre  park,  as  at  the  foo^ 
of  Transco  Tower.  Such  ideas  help 
gain  public  acceptance  for  his  devel- 
opments. But  selectivity  will  also  ap- 
ply to  the  number  of  projects  to  be 
undertaken. 

Hines  Inteiests  is  currently  putting 
up  two  buildings  in  New  York  City 
and  one  in  Atlanta,  and  it  has  just 
started  one  in  Washington,  D.C.  Fu- 
ture plans  concentrate  on  the  difficult 


places  for  developers,  such  as  San 
Francisco  and  Washington,  and  two 
where  Hines  has  yet  to  build — Boston 
and  Orange  County,  Calif.  Florida  is 
also  on  the  list.  But  lots  of  others  like 
Florida,  too,  he  says  with  a  laugh. 

What  Hines  says  about  tax  breaks  is 
self-serving.  But  there  isn't  any  doubt, 
either,  that  the  breaks  and  shelters 
have  distorted  the  economy,  and  it's 
time  to  pull  the  plug.  ■ 


"Commoditization. "  A  horrendous  word, 
but  that's  what  one  expert  says  has  hap- 
pened to  the  oil  business — even  though  the 
majors  are  slow  to  realize  it. 

Cargill  and 
the  oil  patch 


By  James  Cook 


Iooking  for  a  model  for  restruc- 
_  turing  the  oil  industry?  Don't 
■  look  to  Exxon,  says  Washing- 
ton-based oil  consultant  and  com- 
modities expert  Philip  K.  Verleger  Jr. 
Look  to  Cargill,  Inc.,  Minneapolis' 
great  g;;im  trading  company. 

Sound  preposterous?  Maybe  it 
would  have  been  back  in  the  days 
when  the  industry's  giants  controlled 
output  and  prices.  But  they  can't  any- 
more. And  neither  can  OPEC.  The 


market  calls  the  tune  these  days,  and 
that  means  if  you're  going  to  succeed 
in  the  oil  business  you  had  better  start 
learning  to  dance  to  it. 

In  the  old  days,  Verleger  explains, 
the  big  oil  companies  integrated  verti- 
cally— to  produce,  refine  and  mar- 
ket— in  order  to  control  costs  and 
prices  at  every  step  of  the  way.  Large- 
ly, they  are  still  trying  to  do  that. 
Only  they  don't  own  their  own  oil 
anymore — even  Exxon  and  Shell  re- 
fine and  market  more  crude  than  they 
produce,  and  refining  and  marketing 


has  become  highly  competitive. 
There's  so  much  product  around — 
gasoline,  heating  oil,  aviation  fuel — 
that  hardly  anyone  makes  any  money. 
So  everybody's  cutting  back,  closing 
down  excess  refining  capacity,  selling 
off  or  scrapping  marketing  operations. 

There  are  lots  of  explanations  for 
what  has  gone  wrong — OPEC's  failure 
to  discipline  its  production,  the 
strength  of  the  dollar,  the  oil  indus- 
try's tight  inventory  policies.  But  as 
Verleger  sees  it,  the  heart  of  the  mat- 
ter is  this:  "What  we're  seeing  is  the 
commoditization  of  oil — a  terrible 
word — but  the  industry  has  been  very 
slow  to  become  aware  of  what  has 
been  happening." 

When  the  OPEC  mem^-  .»  national- 
ized their  oil  assets,  Verleger  explains, 
they  forced  the  industry  to  look  else- 
where for  oil,  and  this  turned  OPEC 
into  a  surge  producer  and  created  to- 
day's large  oversupply.  Then,  when 
OPEC  let  prices  go  through  the  roof  in 
1978  and  1979,  it  broke  the  back  of 
demand,  and  left  the  industry  with 
more  refining  and  marketing  capacity 
than  it  could  productively  use. 

In  retrospect  the  process  seems 
well-nigh  inevitable.  There  were 
some  OPEC  producers  who  weren't 
able  to  move  their  crude  at  official 
prices,  and  so  to  bolster  their  badly 
needed  oil  revenues  they  began  hav- 
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How  the 

smart  money 

.gets 

that  way. 


There's  a  somewhat  mysterious  group 
»f  individuals  living  among  us  known 
collectively  as  The  Smart  Money. 

They're  said  to  be  prophets  and  sages, 
/ith  first  call  on  the  world's  available 
|upply  of  luck. 

The  truth,  as  usual,  is  far  less  myste- 
rious. They're  simply  better  informed. 
\nd  they  read  Barron's. 

Barron's  is  a  weekly  written  for  those 
/ho  find  investing  fun  and  who  take 
'hat  form  of  fun  seriously. 


Which  is  why  we  offer  one  of  the 
most  comprehensive  digests  of  invest- 
ment statistics  in  the  world— data  on 
thousands  of  stocks  and  bonds  in  doz- 
ens of  markets  on  several  continents. 

It's  why  we  publish  only  hours  after 
the  markets  close  for  the  week.  Because 
information  is  often  either  current  or 
worthless. 

It's  why  we  seek  out  undiscovered 
companies  before  they  become  news- 
worthy. Because  that's  often  the  time 


■95  DOW  JONES  &  COMPANY,  INC 
THE  CONTINENTAL  US  ONLY 


when  they're  most  investment-worthy. 

And  it's  why  we  provide  the  kind  of 
sophisticated,  detailed  and  sometimes 
irreverent  market  analysis  that's  beyonc 
the  scope  of  other  publications. 

Barron's  isn't  for  everyone.  And  that 
as  any  contrarian  will  attest,  may  be  wh 
we're  exactly  right  for  you. 

^bu  can  decide  for  yourself  by  pickin] 
up  a  copy  at  a  newsstand  this  weekend. 
Or,  if  you'd  prefer,  subscribe  by  calling* 
1-800-345-8000,  Ext.  187. 
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The  IBM 
Personal  Computer  AT. 


Hold  on  to  your  hat. 

The  IBM  Personal  Computer  AT  (for  Advanced 
Technology)  is  based  on  the  advanced  80286  16-bit 
microprocessor.  This  remarkable  computer  will 
run  many  of  the  programs  written  for  the  IBM  PC. 
up  to  three  times  faster.  \ou"ll  be  able  to  recalculate 
large  spreadsheets  in  seconds  and  retrieve  files  in  a 
flash.  And  it's  ideal  for  IBM  Top\  iew.  the  new  kind  of 
software  program  that  lets  you  run  and  "window" 
several  other  programs  at  once. 

The  IBM  Personal  Computer  AT  has  got  the 
power  (and  price)  to  surprise  you.  In  many  ways. 

Compati  bi  lity,  expandabi  lity, 
networking  too. 

With  the  IBM  Disk  Operating  System,  the  IBM 
Personal  Computer  AT  can  use  many  programs 
from  the  fastest-growing  library  in  the  personal 
computer  software  industry. 

The  IBM  Personal  Computer  AT  is  also  available 
with  up  to  3  million  bytes  of  user  memory  to  run 
multiuser,  multitasking  operating  systems  such 
as  XENIX™.  Volume  upon  volume  of  information  is 
available  at  your  fingertips.  You  can  customize 
your  system  to  store  up  to  20.000  pages  of  infor- 
mation at  one  time.  And  its  keyboard  helps  you  use 
all  of  this  computing  power  more  easily. 

This  member  of  the  IBM  PC  Family  is  a  powerful 
stand-alone  computer  that  can  also  be  both  the 


primary  file  server  and  a  station  on  your  network. 

V\  ith  the  IBM  PC  Network  (which  is  so  easy  to 

r-        

IBM  Personal  Computer  AT  Specifications 

Diagnostics 


1 


User  Memory 

256KB-3MB* 
Microprocessor 

16/24-bit  80286* 

Real  and  protected  modes* 

Auxiliary  Memory 

1  2MB  and  360KB  diskette 

drives* 
20MB  fixed  disk  drive* 
41.2MB  maximum  auxiliary 

memory* 
Keyboard 

Enlarged  enter  and  shift  keys 
84  keys 
10-foot  cord* 
Caps  lock,  num  lock  and  scroll 

lock  indicators 
Display  Screen 
IBM  Monochrome  and  Color 

Displays 
Operating  Systems 
DOS  3.0,  XENIX*  PC/IX  1.1 


Power-on  self-testing* 

Parity  checking* 

CMOS  configuration  table  with 

battery  backup* 
Languages 
BASIC,  Pascal,  FORTRAN,  APL, 

Macro  Assembler,  COBOL 
Printers 
Supports  attachment  of  serial 

and  parallel  devices 
Permanent  Memory 
(ROM)  64KB 

Clock/calendar  with  battery* 
Color/Graphics 
Text  Mode 
Graphics  Mode 
Communications 
RS-232-C  interface 
Networking 
High-performance,  high-capacity 

station  on  the  IBM  PC  Network* 


•Advanced  Features  for  Personal  Computers 


.J 


connect  you  can  do  it  yourself),  the  IBM  Personal 
Computer  AT  can  share  information  with  IBM  PCs. 
PC/XTs  and  IBM  Portable  PCs. 

* 

Get  a  hands-on,  hats-off 
demonstration. 

The  IBM  Personal  Computer  AT  has  the  power, 
compatibility  and  expandability  many  PC  users 
need,  at  a  very  appealing  price. 

For  more  information  contact  your  authorized 
IBM  PC  dealer,  IBM  Product  Center  or  IBM 
marketing  representative.  For  a  store  near  you 
call  1-800-447-4700.  In  Alaska  or  Hawaii  call 
1-800-447-0890.  ====  =® 


personal  computer  IBM  has  ever  made. 


XENIX"  is  a  registered  trademark  of  Microsoft  Corporation 

UNIX  is  a  trademark  of  AT&T  Bell  Laboratories.  PC/IX  is  based  on  UNIX  System  III,  which  is 

licensed  to  IBM  by  AT&T  Technologies.  Inc.  Developed  for  IBM  by  INTERACTIVE  Systems  Corp 


Oil  consultant  Philip  K.  Verleger 

Those  make-orbuy  decisions  are  undermining  the  price  of  crude  oil. 


Acey  Harpe 


ing  their  crude  refined  for  them.  A  lot 
of  refiners,  Coastal  Corp.,  for  exam- 
ple, would  gladly  do  that  for  a  fee. 
Then  the  refined  products  would  be 
sold  for  less  than  the  oil  they  were 
produced  from. 

This  not  only  undercut  OPEC's  of- 
ficial price,  it  created  an  intolerable 
situation  for  refineries  that  had  to 
compete  with  such  products  in  the 
marketplace.  Intolerable  or  not,  they 
met  competitive  products  with  a 
competitive  price,  which  further  un- 
dercut OPEC.  "Texaco  has  been  the 
most  outspoken  on  the  subject,"  Ver- 
leger says.  "They  say  to  the  Saudis,  'It 
doesn't  pay  us  to  buy  oil  at  $28  a 
barrel  if  the  products  sell  at  $27.  It 
doesn't  pay  to  buy  your  crude  at  $28  if 
you're  going  to  sell  it  into  your  own 
refinery  at  $26.'" 

The  inevitable  result:  Refining 
losses  have  mounted  everywhere, 
and,  with  them,  marketing  losses  as 
well.  More  and  more  independent 
marketing  systems  have  emerged — 
independents  like  Wyatt  Energy  in 
New  England,  convenience  store 
chains  like  Southland  or  Cumberland 
Farms  that  sell  gasoline.  The  compe- 
tition is  so  fierce  that  it's  already  driv- 
en most  of  the  majors  out  of  the  once 
vital  heating  oil  market  in  the  North- 
east. 


Why  does  Cargill  show  the  way  out 
of  this  quagmire?  "Cargill  doesn't 
own  any  farms,"  Verleger  points  out. 
"They  buy  here  and  sell  there,  and  use 
the  commodity  markets  to  make  sure 
they  don't  lose  money  on  the  transac- 
tion. Sometimes  they  use  futures, 
sometimes  they  use  cash  forward. 
They  have  elevators  and  facilities, 
and  they  are  first  and  foremost  grain 
traders  and  processors.  That's  the  di- 
rection the  oil  industry  is  being  forced 
into.  They've  lost  their  farms,  and 
they're  going  to  have  to  become  more 
adept  at  processing  and  more  oriented 
toward  buying  and  selling." 

Shell  and  BP  have  already  done  this 
among  the  majors,  Verleger  points 
out,  and  Koch  Industries  among  the 
independents.  But  most  oil  compa- 
nies have  not.  With  both  refining  and 
marketing  in  the  red,  they  have  decid- 
ed their  best  hope  of  increasing  profits 
is  to  increase  production.  But  that 
only  increases  the  oversupply  of  crude 
and  eventually  serves  to  depress  the 
price  of  oil  further.  "These  companies 
have  always  made  their  money  by 
producing  crude  oil,  and  they're  reluc- 
tant to  change,"  says  Verleger.  "But 
with  oil  becoming  a  commodity,  the 
probability  they  are  not  going  to  make 
money  on  this  increased  production 
substantially  increases." 


Assuming  that  prices  are  indeed  set 
in  the  product  rather  than  the  crude 
market  has  some  further  implica- 
tions: Governments,  Verleger  points 
out,  now  impose  taxes  of  70%  and 
more  on  crude  receipts.  So  the  indus- 
try would  be  better  off  letting  its 
crude  prices  fall  and  cashing  in  on  the 
profit  possibilities  downstream.  "Sen- 
sible, profit-maximizing  oil  compa- 
nies," Verleger  says,  "should  try  to 
cut  prices  paid  for  crude  oil  in  order  to 
move  profits  to  refining  and  market- 
ing, where  tax  rates  are  lower." 

In  the  circumstances  nothing  else 
makes  sense  but  to  run  the  oil  busi- 
ness like  the  commodity  business  it 
has  become — like  a  grain  trader, 
buying  and  selling  products  at  prices 
the  market  dictates. 

None  of  thfs  would  have  been  possi- 
ble a  few  years  ago.  For  one  thing, 
most  refineries  now  have  the  flexibil- 
ity to  process  a  much  wider  variety  of 
crudes  than  they  used  to,  and  so  can 
pick  and  choose  among  those  avail- 
able for  the  best  margins.  Also,  the 
emergence  of  a  well-developed  spot 
market — never  mind  the  hedging  op- 
portunities of  the  newly  created  pe- 
troleum futures  markets — has  made 
it  possible  for  oil  companies  to  buy 
and  sell  crude  and  products  on  a  day- 
to-day  basis.  "The  refiners  are  con- 
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FOR  THOSE  WHO 
KNOW  THE  VALUE  Of 

„  A  DOLLARS 

CAR  THAT  JUSTIFIES 
SPENDING  FORTY 


THOUSAND  OF  THEM. 


The  old  adage,  "If  you  have 
:o  ask  what  it  costs,  you  can't 
afford  it,"  seems  to  be  rapidly  slip- 
ping out  of  date. 

And  with  it,  a  certain  breed  of 
uxury  car  whose  lavish  prices 
nave  always  gone  unquestioned. 

Today's  enlightened  car  buyer 
lot  only  is  asking  "How  much?" 
but  "Why  so  much?"  A  state  of 
affairs  that  has  left  many  car 
makers  groping  for  answers.  And 
placed  a  record  number  of  pru- 
dent buyers  behind  the  wheel  of  a 
BMW735L 

THE  DIFFERENCE 

BETWEEN  A  CLASSIC  CAR 

AND  A  DATED  CAR. 

Peer  beneath  the  glimmering 
lood  ornaments  and  muttilayered 
ramel  of  certain  age-old  status 
symbols  and  you'll  unveil  a  car  that 
just  that:  age-old. 

Examine  the  inner  workings  of 

PA-estimated  [l5]  mpg,  20  highway  Fuel  efficiency  figures  are  for  comparison  only.  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length  Actual  highway  mileage  will  most  likely  be  lower  *  *  Manufactun 
uggested  retail  price  $36,880  Actual  price  depends  on  dealer  Price  3xcludes  state  and  local  taxes,  dealer  prep  and  handling  charges  ©1985  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered. 


a  BMW  735i  and  you'll  find  quite 
the  reverse. 

Its  new3.5-liter  engine  is  the 
successor  to  a  power  plant  that 
Road  &  Track  hailed  as  "the  most 
refined  in-line  six  in  the  world." 

Working  in  tandem  with  that 
engine  is  the  third  generation 
of  an  electronic  fuel  management 
system  that,  in  its  original  state, 
was  already  among  the  world's 
most  advanced.  So  advanced,  it 
was  used  to  govern  the  BMW  en- 
gine that  powered  a  Formula  One 
champion  race  car 

The  result?  A  veritable  para- 
dox—a six-cylinder  automobile 
that  is  not  only  fuel-efficient*  but 
also  out-accelerates  many  eight- 
cylinder  cars  in  its  class. 
A  CAR  THAT  DOES  NOT 
ACCEPT  THE  INEVITABLE. 

BMW  engineers  are  passion- 
ate believers  in  the  theory  that,  in 


driving,  "forewarned  is  forearmed." 

They've  given  the  new  735i  an 
electronic  Service  Interval  Indicator 
that  signals  you  the  moment  service 
is  recommended. 

With  an  onboard  computer  that 
informs  you  of  everything  from 
range  on  remaining  fuel  to  the  poten- 
tial of  road  icing. 

With  an  ABS  braking  system 
that  helps  provide  you  with  infinitely 
more  control  over  your  fate  during 
stopping.  A  system  that  helps 
prevent  the  wheels  from  locking  (a 
prime  cause  of  skidding)  and 
enables  steering  even  in  panic  stops. 
A  system  whose  concept  has 
been  applied  not  just  on  roadways 
but  on  runways  where,  day-in  and 
day-out,  it  brings  the  most  sophisti- 
cated passenger  jet  aircraft  to  a 
controlled,  secure  halt. 

Does  the  BMW735i  possess  the 
luxuries  befitting  a  car  in  its  price 


range?  Indeed.  It's  just  that  the 
735i's  luxuries  are  not  there  in  lieu 
of  necessities. 

You  will  find  everything  that  one, 
in  good  taste,  could  require.  Eight- 
way  power  seats  of  hand-stitched 
leather,  walnut  paneling,  a  cockpit- 
like dash  that  sweeps  out  to 
meet  you,  a  telescopically-adjustable 
steering  column,  electrically-con- 
trolled right-and-left  mirrors 

The  735i  is,  in  the  end,  a  car 
that  single-handedly  justifies  having 
expensive  taste  in  cars. 

An  automobile  that  doesn't 
require  rationalizations  for  its 
$40,000  purchase  price"  because 
it  comes  fully  equipped  with  a  long 
list  of  superbly  engineered  reasons. 

A  list  that  your  BMW, 
dealer  will  be  pleased  to 
continue  at  your  earliest 
convenience. 
THE  ULTIMATE  DRIVING  MACHINE. 
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Managing  The  New  Health  Care,  flina  Series. 


THE  NEW  HEALTH  CARE. 


THE  GAME  LOOKS  FAMILIAR, 
BUTTHE  RULES  HAVE  CHANGED. 


Suddenly,  people  are  shopping  for  one- 
stop,  one-price  health  care.  Hospitals 
are  competing  for  patients.  Even 
doctors  are  advertising. 

And  if  that  isnt  confusing 
enough,  the  market  has  cooked  up  an 
alphabet  soup  ofPPOs,  HMOs, 
DRGs.  And  thais  just  a  taste. 

Whats  going  on  is  a  revolution. 
Nothing  less.  These  new  names,  new 
programs,  new  roles  are  the  most  visi- 
ble evidence  of  a  fundamental  restruc- 
turing of  health  care. 

Why  the  revolution  is  happen- 
ing and  where  its  leading  are  critical 
questions  for  anyone  who  has  a  stake 
in  this  400  billion  dollar  industry. 
And  the  fact  is,  we  all  do. 

As  the  people  who  introduced 
the  concept  of  health  insurance  some 
55  years  ago,  the  Blue  Cross  and 
Blue  Shield  organization  is  uniquely 
qualified  to  help  you  understand  — 
and  manage— The  New  Health  Care. 

Buyers  are 
calling  more  of  the  shots. 


Today,  the  role  of  establishing  health 
care  costs  is  shifting  away  from 
those  who  provide  (doctors,  hos- 
pitals and  other  health  care  profes- 
sionals) and  toward  those  who  buy. 
Why  the  shift?  Simply  stated, 
prices  got  too  high,  and  industry 


and  government— the  main  buyers 
of  health  services— revolted. 

The  result  is  that  medical 
care  is  moving  into  new  places  and 
new  forms.  It's  a  move  back  to 
where  the  people  are.  And,  it's  a 
more  rational,  personal  system  of 
quality  health  care. 


The  New  Health  Care 

is  the  old  caring, 
plus  new  managing. 


Now,  health  care  is  managed  with 
an  eye  on  the  economic  outcome, 
as  well  as  the  medical  outcome. 

Managed  care  is  a  concept 
introduced  by  the  Blue  Cross  and 
Blue  Shield  organization  to  deliver 
all  the  care  that  is  medically  needed, 
for  as  long  as  it  is  needed— but  not 
a  day  or  a  dollar  more.  Each  of 
our  90  Plans  across  the  country  has 
particular  programs  to  help  you 
better  manage  care. 

The  focus  is  on  reducing  the 
number  of  days  patients  stay  in 
the  hospital.  For  example,  does  the 
patient  need  to  be  hospitalized? 
And,  if  so,  for  how  long?  What  is 
the  proper  post-hospital  care?  Are 
there  appropriate  alternatives? 
Skilled  nursing  home?  Outpatient 
surgery?  Perhaps  even  home  care. 


The  New  Health  Care 

takes  care  of 
people  and  business. 

The  New  Health  Care  works 
because  all  the  parties— providers, 
employers,  employees,  and  insurers 
—  work  together. 

It  offers  you  the  chance  to 
manage  health  care  more  rationally, 
confidently,  and  economically. 

Want  to  know  more? 
We  can  take  care  of  you. 


The  Blue  Cross  and  Blue  Shield 
organization  is  well  prepared  to 
help  you  understand— and  man- 
age—The New  Health  Care. 

After  all,  we  developed  and 
refined  many  of  today's  health  care 
programs.  And,  we  invented  the 
newest  forms  of  health  care  financing. 

It's  all  part  of  our  continuing 
effort  to  provide  peace  of  mind  to 
the  nearly  80  million  Americans  who 
carry  our  card,  the  Caring  Card. 

For  more  information,  write 
Blue  Cross  and  Blue  Shield  Associa- 
tion, PO  Box  527,  Glenview,  IL  60025. 

Carry  the  Caring  Card" 
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fronted  every  day  with  a  make-or-buy 
decision,"  Verleger  says. 

In  other  words,  a  refinery  doesn't 
have  to  be  part  of  an  integrated  oil 
company  now,  any  more  than  Cargill 
has  to  be  part  of  an  integrated  farming 
operation.  Says  Verleger:  "Do  I  buy 
crude  and  process  it  or  do  I  buy  some 
product  that's  available?  That's  the 
question.  It's  the  product  market  that 
tells  people  what  to  do — make  or 
buy — and  that  ultimately  sets  the 
price."  In  effect,  Verleger  is  reversing 
traditional  economic  thinking,  argu- 
ing that  prices  and  profits  are  set  not 
by  producers  at  the  crude  level  any- 
more but  at  the  product  level. 

For  example,  Verleger  points  to  De- 
cember 1983,  when  the  majors  posted 
their  heating  oil  prices  on  Thursday 
and  closed  up  for  a  four-day  Christ- 
mas holiday.  There  was  a  cold  spell 
over  Christmas,  however,  and  when 
on  Friday  the  price  rose  2  cents  a 
gallon  on  the  spot  market,  the  inde- 
pendents cleaned  the  majors  out  of 
heating  oil  and  pocketed  the  profit. 

"By  closing  that  time  lag,  some  of 
those  losses  will  go  away,"  says  Ver- 
leger. "Of  course,  it's  much  easier 
when  prices  rise.  When  they  swing 
around,  one  has  to  be  much  more 
careful.  But  by  being  oriented  more 
toward  trading,  the  integrated  compa- 
nies can  keep  from  losing  the  money 
they've  made  in  the  upstream  end  of 
the  business.  There's  nothing  like 
producing  $25  crude  oil  and  then  los- 
ing $5  a  barrel  between  the  company's 
wellhead  and  the  filling  station,  and 
they've  been  perfectly  capable  of  do- 
ing that  for  years." 

The  big  question,  Phil  Verleger 
says,  is  how  long  oil  will  remain  a 
commodity.  "Everybody  keeps  saying 
the  market  is  going  to  get  tight  by 
1990.  But  do  a  supply  and  demand 
balance  and  you'll  see  that  though  it's 
going  to  be  tighter  than  it  is  today, 'it's 
not  going  to  be  that  tight,  and  that's 
assuming  Iran  and  Iraq  are  still  fight- 
ing. Oil's  going  to  be  like  most  other 
industrial  commodities  for  another  10 
or  15  years.  Prices  are  going  to  be 
volatile,  and  there's  less  of  an  oppor- 
tunity for  any  one  large  player  to  con- 
trol everything." 

In  such  circumstances,  even  Arco's 
radical  restructuring  of  its  oper- 
ations— withdrawing  from  marketing 
in  the  East  and  curtailing  exploration 
and  production — represents  a  more 
reasonable  strategy  than  simply  de- 
fending against  a  possible  hostile 
takeover.  In  short,  the  oil  industry 
had  better  reshape  itself  to  its  changed 
circumstances,  or  those  circum- 
stances and  the  outsiders  they  attract 
are  certain  to  do  it  for  them.  ■ 


Japans  genius  for  turning  luxury  prod- 
ucts into  commodities  has  brought  down 
whole  industries  around  the  world.  Now 
the  $1.5  billion  Japanese  camera  industry 
itself  is  going  through  the  wringer. 

Phototropism 


By  Richard  Phalon 


It  is  a  hard  truth  that  even  the 
highest-quality  items  are  not  im- 
mune to  the  product  life  cycle. 
Calculators,  transistor  radios,  tape  re- 
corders, color  TVs  and  VCRs  all  went 
through  the  wringing-out  process  that 
turns  a  luxury  item  into  a  commod- 
ity— much  to  the  consumer's  benefit 
and  thanks  largely  to  the  Japanese. 
But  now  the  Japanese  manufacturers 
that  own  the  once-booming  high-end 
market  for  single-lens  reflex  cameras 
are  themselves  going  through  the 
wringer. 

It  would  be  premature  to  write  obits 
for  Canon,  Nikon,  Olympus  and  the 
other  great  names  in  the  $731  million 


SLR  field.  But  it  is  clear  that  the 
growth  has  evaporated  and  that  matu- 
ration has  set  in  (see  chart).  The  Japa- 
nese are  reacting  with  characteristic 
determination.  They  are  fighting 
fiercely  for  market  position  by  cutting 
prices — in  other  words,  bringing  the 
familiar  pattern  on  themselves. 

Nor  is  the  SLR  market  the  only  one 
affected  in  the  $1.5  billion  Japanese 
camera  industry.  The  same  law  of  at- 
trition is  starting  to  operate  in  the  one 
area  of  the  overall  35mm  market  that 
still  has  some  growth  to  it — the  com- 
pact auto-focus,  fixed-lens  models 
with  pop-up  flash,  ideal  for  the  casual 
photographer  who  just  likes  to  point 
and  shoot.  The  growth  of  that  market 
has  been  almost  as  dramatic  as  the 


Japanese  camera  retailer  pushing  his  wares 
A  hard  truth — and  a  familiar  pattern. 
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fading  of  the  SLR,  and  has  to  some 
degree  compensated  for  it. 

But  the  cushion  is  already  wearing 
thin.  There  are  indications  that 
wholesale  prices  on  Olympus  Opti- 
cal's  bestselling  compact,  the  AFL, 
have  dropped  8%  since  January.  The 
whittling  is  likely  to  continue  as  the 
competition  co-opts  a  major  sales 
point  that  Olympus,  until  recently, 
had  all  to  itself:  a  lithium  flash  unit 
that  takes  only  1.5  seconds  to  regain 
its  charge. 

That's  how  tough  the  compact  mar- 
ket has  become.  Think  about  the  dif- 
ference in  margins  on  a  top-of-the- 
line  Nikon  F3HP  advertised  at 
$549.95  by  one  New  York  City  dis- 
counter and  a  Nikon  L135  compact 
advertised  at  $84.95 — let  alone  the 
low  end  of  the  line,  where  a  Canon 
Snappy  goes  for  $48.  Spreads  like  that 
translate  into  acute  discomfort  on  any 
company's  income  statement.  Can- 
on's operating  margins  on  photo  prod- 
ucts, for  example,  have  fallen  in  an 
almost  straight  line  from  19.2%  in 
1980  to  14.5%  last  year. 

The  outlook  is  for  more  of  the  same. 
Everyone  is  feeling  the  pinch,  some 
more  than  others.  Mamiya  Camera 
Co.,  slow  to  adjust  to  the  demands  of  a 
fast-changing  market,  is  operating 
from  behind  the  protection  of  a  bank- 
ruptcy court.  Yashica  is  still  in  the 
game  only  because  it  was  able  to  work 
out  a  merger  with  Kyocera  Corp. 

The  squeeze  is  most  evident  among 
the  producers  most  dependent  on 
camera  revenues.  Asahi  Optical  Co., 
for   example,    whose    Pentax    brand 


name  is  among  the  best  known  in  the 
business,  still  draws  about  70%  of 
sales  from  photographic  equipment. 
On  an  unconsolidated  basis,  its  gross 
fell  from  a  peak  of  $246  million  in 

1982  to  $207  million  in  fiscal  1984, 
when  the  company  barely  broke  even. 
Asahi  does  have  a  modest  and  grow- 
ing stake  in  computer-assisted  design 
systems  and  medical  optics,  but  the 
company  has  yet  to  make  any  major 
diversification  moves.  That's  not  al- 
ways easy  to  do  in  a  country  where 
growth  by  acquisition  is  frowned  on. 

Most  of  the  majors,  however,  saw 
the  handwriting  earlier  and  began  the 
search  for  other  outlets  for  their  opti- 
cal and  photo  processing  skills.  Olym- 
pus, despite  a  couple  of  rocky  years  in 

1983  and  1984,  has  managed  to  rejig- 
ger  its  product  mix  to  the  point  where 
medical  optics  (mainly  endoscopes) 
now  generate  a  higher  proportion  of 
sales  (37.1%)  than  cameras  (33.9%). 
Ricoh  has  plunged  so  deeply  into  a 
new  blend  of  copying  and  facsimile 
machines,  word  processors,  personal 
computers  and  printers,  that  cameras 
probably  now  account  for  less  than 
5%  of  sales. 

Ricoh's  escape  route  into  office 
equipment  and  automation  is  pretty 
much  the  industry  pattern  in  Japan. 
But  for  a  while,  it  looked  as  though 
that  pattern  was  going  to  take  an 
ironic  turn — that  the  industry  was 
sliding  out  of  the  maturing  market  of 
cameras  only  to  get  mired  in  the 
equally  maturing  market  of  plain  pa- 
per copiers. 

For  almost  seven  fat  years,  pushing 


PPCs  was  practically  a  license  to  print 
money.  According  to  a  Merrill  Lynch 
study,  the  Japanese  PPC  industry  in 
that  period  grew  tenfold  and  absolute- 
ly dominated  "low-to-medium  mar- 
kets worldwide."  Toward  the  end  of 
1982,  though,  the  growth  rate  began 
to  slow.  Pricing  got  sharper,  jockeying 
for  market  position  tougher. 

That  was  when  Canon  pulled  an  ace 
out  of  its  sleeve  in  the  form  of  the 
low-priced  personal  copier.  Wallace 
Offutt  Jr.,  vice  president  in  charge  of 
Merrill  Lynch's  Japanese  research  di- 
vision, is  convinced  that  the  new 
Canon  machine  will  open  a  whole 
new  market — "self-employed  individ- 
uals, professional  offices,  small  com- 
panies." Canon  had  that  market  to 
itself  for  a  whole  year,  and  the  results 
have  been  as  dramatic  as  the  enthusi- 
astic Offutt  suggests.  Between  1982 
and  1984  Canon's  copier  sales 
climbed  from  $1.03  billion  to  $1.47 
billion,  and  operating  income  rose 
from  $119  million  to  $184  million. 

The  competition  was  caught  nap- 
ping— but  not  for  long.  It  piled  in 
quickly  and  in  force  as  Canon  began 
cutting  prices  to  gain  market  share. 
Isn't  this  where  we  all  came  in — a 
market  that  is  already  reaching  satu- 
ration at  a  rate  where  margins  will  be 
stretched  paper  thin?  Offutt  doesn't 
think  so.  "Sometimes  you  don't  want 
to  be  out  there  all  alone,"  he  says.  "It 
takes  a  lot  of  people  shoving  to  broad- 
en the  market." 

A  narrower  cut  of  a  much  bigger 
pie?  Why  not?  It's  a  lot  better  than 
depending  on  just  SLRs  for  a  living.  ■ 


Click! 


Japanese  35mm  camera  producers  are  squeezed  as  the  single-lens  reflex  segment  of  the  market 
declines.  Despite  upward  growth  in  compact  35mm  shipments,  margins  for  the  overall  industry 
will  continue  to  diminish  because  SLRs  compose  almost  half  of  it.  The  Japanese  are  reacting  by 
cutting  prices  and  diversifying  their  product  mixes  away  from  photography  products. 
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How  General  Electric 

Credit  Corporation  helped  a 

venerable  piano  company  dance 

to  its  d^k  own  tune 


And  two  other  examples  of  faith 
and  financing  that  have  made 
GE  Credit  number  one  in 
diversified  finance  services 


1. 


They  laughed  when 

GE  Credit  sat  down  to 

arrange  a  leveraged 

buyout  for  the 

Baldwin  Piano  &  Organ 

Company 

THE  LARGEST  GE  Credit  financing 
transaction  with  a  maker  of  retail 
products  was  with  a  firm  founded 
before  the  Civil  War  in  the  Ohio  Val- 
ley—a company  that  still  clings  tena- 
ciously to  its  roots  yet  is  in  tune  with 
high-tech  America. 

Chances  are  you  have  one  of  their 
products  in  your  living  room,  which 
is  precisely  why  its  senior  officers, 
Dick  Harrison  and  Harold  Smith, 
wanted  to  buy  Baldwin  Piano  & 
Organ  from  its  parent  company. 

"This  is  the  second  time  em- 
ployees have  bought  the  company," 
pointed  out  Harold  Smith.  "The  first 
time — back  at  the  turn  of  the  cen- 
tury—was from  the  founder's  estate. 
That  proved  to  be  a  wise  investment. 
Baldwin  has  consistently  been  prof- 
itable despite  industry  ups  and 
downs.  And  the  company  has  grown 
to  be  the  country's  largest  keyboard 
manufacturer  today." 

"We  were  in  the  unique  position 
of  negotiating  to  buy  a  company 
from  the  same  people  we  reported 
to,"  Dick  Harrison  said.  "We  didn't 
use  an  investment  banker.  We  relied 
on  our  own  people,  our  attorneys, 
icommon  sense— and  GE  Credit.  And 
it  was  smooth  sailing — or  maybe  I 
should  say  we  hit  darn  few  sour  notes 
during  the  four  months  of 
negotiations." 

The  management  group 
headed  by  Harrison  and  Smith 
signed  a  $155  million  financing 

package. 

The  package  included  a  $65 
million  line  of  credit  secured 
by  Baldwin's  inventory 
and  a  $90  million  credit 
line  for  the  purchase  of 
Baldwin's  present  and 
ongoing  retail  receiv- 
ables to  be  serviced 
by  GE  Credit's  re- 
gional   business 
center  in  Ohio. 

Baldwin  has  now 
returned  to  the  pri- 
vately held  status  it 

Baldwin  participates  in  the 
high  tech  revolution  too.  The 
PianoPro  looks  like  a  conven- 
tional piano  but  allows  the  one- 
fingered  player  to  produce  full 
chords  through  state-of-the-art 
computerized  electronics. 


enjoyed  at  the  turn  of  the  century, 
and  its  pianos  and  organs  are  made 
with  more  attention  to  quality  than 
ever  before. 


2. 


Sour  condominium  market 

no  obstacle  as  GE  Credit 

finances  one  of  the 

largest  conversion  projects 

in  California  history 

WHAT  OUR  competitors  in  the  real 
estate  market  often  consider  a  risky 
way  of  doing  business,  GE  Credit 
thinks  of  as  innovative  and  flexible. 

The  difference  between  us  is  well- 
illustrated  in  the  Shelter  Creek 
1,296- unit  condominium  project 
we  recently  financed  in  San 
Bruno,  California.  Shelter  Creek 
Company  faced  two  seemingly 
insurmountable  problems  be- 
fore coming  to  GE  Credit. 

One,  end  loan  money  in  California 
had  all  but  dried  up.  Two,  most 
lenders  were  out  of  the  conversion 
financing  market  because  of  lagging 
sales  caused  by  the  first  problem. 

Undismayed,  we  backed  Shelter 
Creek  because  our  condominium 
experts  believed  it  to  be  a  sound 
project  that  would  bear  fruit. 

With  a  commitment  from  us, 
Shelter  Creek  Company  was  able  to 
secure  a  municipal  tax-exempt  bond 
issue  and  provide  unit  buyers  with 
attractive  low-interest-rate  end  loan 
money.  GE  Credit  created  two  loans 
totalling  $38  million  for  the  project, 
large  by  any  standard,  even  in  the 
best  of  times. 

Shelter  Creek  Company  got  its 
bond  issue  financing  and  so  was  able 
to  compete  very  favorably  with 
neighboring  condominiums  because 
its  buyers  could  obtain  below-market 
mortgages. 


a 


An  absorbing  short 

story  about  Scott 

Paper's  relationship 

with  GE  Credit 

INCREASINGLY,  new  business  comes 
from  clients  who  feel  we've  created 
attractive  financial  packages  for 
them  in  the  past. 

We  thought  you  might  like  to 
have  a  peek  at  the  underpinnings  of 
two  packages  constructed  by  GE 
Credit  that  increased  the  efficiency 


of  the  paper  company's  financial 
resources. 

The  first  transaction  was  for  a  co- 
generation  plant  in  Maine  that  used 
wood  chips  as  its  primary  fuel  to 
generate  steam  for  Scott's  operations 
and  electricity  for  sale  to  others.  We 
recommended  financing  the  facility 
with  a  structure  like  a  leveraged 
lease. 

Two  basic  steps  were  employed  to 
raise  money  for  the  $91  million 
project: 

1.  GE  Credit  invested  $47  million 
in  the  25-year  financing. 

2.  Separate  public  offerings  of  $7 
million  in  long-term  tax-exempt 
bonds  and  $37  million  in  long-term 
taxable  debt  were  arranged  by  a 
major  investment  banking  house. 

GE  Credit  was  then  awarded  a 
second  piece  of  business.  This  trans- 
action, also  in  Maine,  was  a  lever- 
aged lease  financing  of  a  fiber  recy- 
cling plant  that  processes  waste 
paper  into  pulp  for  Seott  paper  prod- 
ucts—much more  eost-eftlcient  than 
producing  the  same  products  from 
timber. 

The  basic  steps  in  the  second  fi- 
nancial package  were  similar  to  the 
first,  with  GE  Credit  contributing 
$13  million  in  equity  and  leveraged 
lease  debt  being  raised  through  pub- 
lic offerings. 

Our  work  on  the  second  transac- 
tion, by  the  way,  took  a  mere  28  days 
to  complete.  Two  reasons  why  GE 
Credit  is  able  to  move  so  fast  are  that 
we  have  so  many  options  at  our  dis- 
posal and  are  not  overly  regulated 
when  we  use  them. 

To  find  out  how  we  do  it,  mail 
the  coupon  below  for  our  informa- 
tion kit.  Or  call  800  243  2222. 


I  Marketing  Programs  Operation 

I  General  Electric  Credit  Corp. 

J  260  Long  Ridge  Road, 

I  Stamford,  Connecticut  06902 

I  Please  send  me  your  information  kit  de- 

'  scribing  additional  financial  packages 

I  and  a  "Guide  Through  the  Leasing  Maze." 


General 
Electric 
■  Credit 

H     CORPORATION 

FO  060385    I 

Creating  Money  For  Business 


When  automobiles  began  to  get  boring,  a 
drag  strip  racer  and  a  German  immigrant 
decided  they  didnt  have  to  be  that  way. 
And  now,  by  golly,  they  arent. 

Boys  just  want 
to  have  fun 


By  Katharine  Blood 


F|  irst  they  sawed  a  hole  in  the 
roof.  Then  they  chopped  the 
whole  roof  off.  When  it  comes  to 
cars,  these  boys  just  want  to  have  fun. 

If  you  thought  building  cars  had 
become  all  computers  and  robots, 
meet  the  men  of  Cars  &  Concepts  and 
ASC  Inc.,  two  privately  owned  com- 
panies, each  with  about  $100  million 
in  sales.  They  discovered  they  could 
take  Detroit's  cars,  add  a  little  life  to 
them,  and  make  a  living  at  it. 

ASC,  which  used  to  be  called  Amer- 
ican Sunroof,  makes  a  pop-top  remov- 
able roof  for  the  Jeep-like  Chevy  Blaz- 
er, one-of-a-kind  prototypes  like  a 
shortened,  two-seat  Cadillac  Eldor- 
ado, and  vinyl  panels  for  the  roof  of 
the  Chrysler  New  Yorker.  C&C  made 
the  Pace  Car  for  the  Indianapolis  500 
this  year,  and  dresses  up  Chrysler 
Minivans  with  sound  systems,  bars 
and  vinyl  roofs.  And  both  make  con- 
vertibles, about  35,000  finished  in 
their  factories  and  kits  for  about 
17,000  more  to  be  finished  elsewhere. 

Who  buys  what  ASC  and  C&C  pro- 
duce? Detroit's  automakers  do,  main- 
ly, in  lieu  of  rolling  special  models  out 
of  their  own  factories.  C&C  and  ASC 
also  sell  kits — a  sunroof  kit,  for  exam- 
ple— to  installers  who  rebuild  cars  for 
resale  to  dealers  or  individuals. 

C&C  and  ASC  say  they  come  up 
with  about  half  their  ideas.  The  other 
half  come  from  Detroit's  own  car- 
makers. Most  ideas  are  killed  before 
production,  like  C&C's  idea  for  a  De 
Lorean  convertible  or  ASC's  two-seat 
Eldorado.  But  next  year,  when  there's 
a  convertible  Corvette,  it  will  be  an 
ASC  project. 

C&C  used  to  be  known  for  its  "T- 
roofs" — slices  of  the  roof  were  carved 
out,  leaving  a  T-shaped  metal  top, 
with  removable  glass  panels  filling  in 


the  slots.  Then  founder  Richard 
Chrysler  (no  relation  to  Chrysler 
Corp.),  43,  convinced  Lee  Iacocca  to 
bring  back  the  convertible.  A  few  roof 
choppers  had  been  handcrafting  con- 
vertibles, but  no  automaker  was  put- 
ting its  name  behind  these  modifica- 
tions. Iacocca  was  sold,  and  C&C  got 
the  job  in  1982. 

The  company  took  delivery  of  the 
cars  from  the  Chrysler  factory, 
chopped  off  the  roof  at  its  Brighton, 
Mich,    plant    northwest    of   Detroit, 


Richard  Chrysler  of  C&C 

He  talked  Lee  into  the  pop-top. 


then  reinforced  the  body,  stapled  a 
vinyl  top  to  the  steel  and  installed  a 
motor  and  two  hydraulic  cylinders  to 
lower  the  roof.  The  convertible  was 
an  immediate  runaway  success,  and 
everybody  made  money. 

C&C's  Chrysler,  a  former  drag  racer 
from  Michigan,  started  out  19  years 
ago  sweeping  floors  for  $1.50  an  hour 
at  Hurst  Performance  Inc.,  maker  of 
the  famous  Hurst  shifter — hot  stuff  in 
the  pre-OPEC  days  of  big  horsepower, 
high-performance  cars.  He  worked  his 
way  up  to  vice  president  at  Hurst  but 
says  he  quit  when  the  president 
wouldn't  buy  him  a  desk.  He  started 
C&C  in  1976. 

Now  he  modifies  about  50,000  cars 
a  year,  about  a  third  of  them  T-roofs. 
Another  third  are  convertibles,  and 
the  rest  are  vinyl  roofs,  prototype  cars 
and  interior  work.  Why  did  Iacocca 
use  C&C  instead  of  developing  a  con- 
vertible in  house?  "We  will  spend 
about  $2.5  million  on  a  convertible 
program  while  one  of  the  major  auto- 
makers would  spend  more  like  $25 
million,"  explains  Chrysler,  who  now 
employs  1,200  nonunion  workers — 
one  of  the  big  reasons,  of  course,  that 
his  costs  are  lower.  "For  every  depart- 
ment they  have,  we  have  a  compatible 
one.  But  they  have  rooms  full  of  peo- 
ple while  we  have  one  or  two." 

C&C  chopped  off  12,500  roofs  for 
Chrysler  Corp.  before  Iacocca  decided 
business  was  so  good  he  should  make 
his  own.  But  Ford  picked  up  the  slack. 
It  now  sends  about  20,000  Mustangs  a 
year  to  C&C  for  roof  surgery.  The 
good  times  are  rolling,  and  Richard 
Chrysler,  who  has  big  political  ambi- 
tions, is  talking  of  running  for  the 
U.S.  Senate  or  for  governor  next  year. 

Competitor  ASC  is  in  nearby 
Southgate,  a  downriver  Detroit  sub- 
urb. It,  too,  has  found  the  ragtop  busi- 
ness a  gold  mine.  ASC  has  the  con- 
tract from  Toyota  to  do  the  Celica 
GT-S  convertible.  It  does  about 
15,000  ragtops  a  year  for  GM,  and 
sells  special  parts  to  American  Mo- 
tors, which  builds  its  own.  ASC  also 
will  make  the  convertible  parts  for 
the  Swedish  Saab  soft-tops  next  year. 

"We  are  by  far  the  biggest  company 
in  this  business,"  says  Heinz 
Prechter,  43,  the  hard-nosed  German 
chairman  of  ASC.  "They're  lying," 
says  Richard  Chrysler.  "They  say 
they  are  selling  $40  million  more  than 
they  are.  ASC  was  doing  a  Mustang  T- 
roof  before  we  were  and  we  took  it 
away  from  them.  They  were  also  do- 
ing the  Chrysler  Cordoba  T-roof  be- 
fore we  were,  and  we  took  that,  too." 

This  feisty  talk  doesn't  ruffle 
Prechter.  "I  don't  look  at  them  as 
competition"  he  says.  "I  look  at  them 
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Toshiba's  ChrorrnTbucri  Copier  changes  color 

at  a  touch. 

With  most  copiers,  in  order  to  change  colors,  you  have  to  pu-u-ull  out  the  black  cartridge  and 
sho-o-ove  in  the  color  cartridge.  But  Toshiba's  new  ChromaTouch  Copier  makes  life  simpler. 

CHANGE  COLORS  AT  A  TOUCH.    Just  one  touch  lets  you  go  from  black  to  a  second  color.  Presto. 
Chango.  Or  back  to  black.  Presto.  Chango.  Color  copies  have  never  been  easier.  Or  looked  better. 

THE  MOST  FEATURED  COPIER  FOR  THE  MONEY    Toshiba's  BD-4121  ChromaTouch  Copier  isn't  just 
a  great  color  copier.  It's  a  great  copier  that  makes  crisp,  clear  edge-to-edge  copies.  With  all  the  features 
you  need.  Including  zoom  enlargement  and  reduction.  Optional  10-bin  sorter,  document  feeder  and  stack 
feed  bypass. 

RED.  BLUE.  BROWN.  PICK  A  COLOR.   What  color  do 
you  want  your  copies?  ChromaTouch  lets  you  choose  red,  blue 
or  brown  for  your  second  color.  And  you  get  it  with  just  a 
touch.  If  you  want  another  color,  changing  colors  with  your 
ChromaTouch  Copier  takes  just  seconds.  And  it's  as  easy  as 
changing  a  typewriter  ribbon. 

FOR  MORE  INFORMATION.    Toshiba  means  quality  in. 
Quality  out.  To  find  out  more  about  the  copier  that  changes 
colors  presto,  chango,  send  your  business  card  to  Copier 
Products  Division,  Toshiba  America,  Inc.,  2441  Michelle  Drive, 
Tustin,  CA  92680.  Or  call  1-800-457-7777. 


Toshiba 
ChromaTouch  Copier 


In  Touch  with  Tomorrow 

TOSHIBA 


Eight  invaluable 

financial  services  neatly  interlocked 

into  one  central  asset  account: 

The  UST  Master  Account. 


You'll  never  puzzle  over  finances  again. 


Your  Custody  of  Securities      . 

Regular      Ln    and  U.S.  T.  Brokerage 
Brokers  at  Low  Rates 


Personal 

Account 

Officer 


Overdraft 
Checking 


Automatic  Cash 

Sweep  into  Your 

Choice  of  U.S.  T. 

Master  Funds 


The  new  UST  Master  Account  will  revolu- 
tionize, in  the  most  positive  manner,  the  way 
you  conduct  your  personal  finances. 

A  few  of  the  features:  You  can  trade  through 
us  at  our  institutional  rates  and/or  with  your 
own  brokers  as  well.  Your  securities  are  kept 
safely  in  one  place;  detailed  records  of  transac- 
tions and  values  are  maintained  and  sent  to 
you  monthly.  Also,  with  a  Master  Account  you 
can  borrow  automatically  for  any  purpose 
(based  on  the  securities  in  your  account). 

Further  benefits:  We  sweep  your  cash  daily 
into  your  choice  of  one  or  more  of  six  new 
U.S.T  Master  Funds  and  Master  Tax-Exempt 
Funds-each  with  different  investment  objec- 
tives. (U.S.  Trust  is  investment  adviser,  and 
Shearson  Lehman  Brothers  serves  as  sponsor 
and  distributor  since  current  law  does  not 
permit  U.S.  Trust  to  distribute,  endorse  or 
otherwise  recommend  purchase  of  other  U.S.T. 
Fund  Shares.) 

Necessarily,  an  account  with  such  excep- 
tional benefits  must  establish  a  minimum 
investment  level.  Ours  is  $150,000. 

For  a  comprehensively  detailed  booklet, 
contact  R.  Keating  Hagmann,  Vice  President, 
at  United  States  Trust  Company  of  New  York, 
45  Wall  Street,  New  York,  NY  10005. 
Phone  (212)  806-4042. 


US/Irust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


as  keeping  us  on  our  toes." 

Prechter  was  only  23  when  he  start- 
ed his  car-customizing  business  in 
1965.  He  had  emigrated  from  Ger- 
many and  was  studying  business  at 
San  Francisco  State  College,  install- 
ing sunroofs  on  the  side  for  spending 
money.  Instead  of  going  home,  he 
stayed  in  the  sunroof  business,  mov- 
ing first  to  Los  Angeles,  then  to  De- 
troit, where  he  talked  the  carmakers 
into  sending  him  business. 

His  first  contract  was  with  Ford,  on 
its  1968  Cougar.  Soon,  "I  was  Mr. 
Sunroof,"  he  says.  His  1,500  workers 
still  chop  in  sunroofs  for  most  Ford 
lines,  and  build  the  Chrysler  LeBaron 
Limousines  by  sawing  the  cars  in  half 
and  adding  a  2'/2-foot  insert. 

Like  Richard  Chrysler,  Prechter 
says  his  workshop  size  is  a  key  part  of 
his  success.  "It's  much  easier  on  our 


Eric  Smiih/Gamma-l.i; 


Heinz  Prechter  ofASC 
"I  was  Mr.  Sunroof." 
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scale  to  be  efficient,"  he  says.  ASC 
has  made  money  in  19  of  its  20  years, 
he  says,  but  it  lost  $8  million  in  reces- 
sion year  1980.  "Things  were  not  just 
grim.  I  went  through  hell,"  he  con- 
cedes, glancing  around  his  elegant  of- 
fice adorned  with  pictures  of  futuris- 
tic cars.  "At  first  I  thought  we  weren't 
going  to  make  it,  but  once  I  got  my 
courage  and  staying  power  back,  I  de- 
cided to  rebuild  ASC." 

To  do  that,  Prechter  changed  the 
name  to  ASC  and  branched  out  from 
sunroofs  into  specialty  products  like 
vinyl  roofs,  prototype  cars  and,  most 
important,  convertibles.  Now  he  says 
he  modifies  50,000  vehicles  a  year  and 
supplies  parts  for  another  250,000. 

Small  may  be  beautiful,  but 
Chrysler  and  Prechter  know  that  if 
they  are  too  successful,  the  big  com- 
panies can  take  back  the  work,  as  Lee 
Iacocca  took  back  his  convertibles.  "I 
don't  worry,"  says  Prechter.  "I  always 
see  other  opportunities."  ■ 
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WE  KNOW  JUST 
HOW  YOU  FEEL 


Last  year's  breakup  of  AT&T  was  a  very  confusing  and  frustrating 
situation  for  a  lot  of  business  people.  But,  it's  been  a  very 
profitable  situation  for  some  others:  the  ones  who  have  chosen 
GTE  Sprint.  Here  are  a  few  of  the  reasons  why  it  could  be  just 
as  profitable  for  you. 

Sprint'  Advanced  WATS  gives  TYMI^fiJ  AIIECTIftllC 

you  the  best  WATS  rate  automatically.  n<  >       I  VUVll  lfUE9 1  IVII3/ 

matter  where  <  >r  when  y<  >u  call.  S<  >,  y<  >u  tPPHIT  II  AlCUtfEDC 

won't  get  billed  f<  >r  a  call  t(  >  the  c<  >ast  &m   KIR  1  JlID  V     EIO« 

when  you're  really  calling  the  midwest. 

And,  Sprint  can  help  you  manage  your  sales  force's  on- the 
road  long  distance  costs.  With  Sprint  Travelcode™  service  you 
save  up  to  70%  when  you're  away  from  the  office,  in  hotels  or 
airports.  And,  while  other  companies  charge  you  up  to  $1.55         feel  a  whole  lot  better. 


per  call  for  the  privilege  of  using  their  credit  cards,  Sprint  gives 

it  to  you  free. 

You  can  save  even  more  with  Sprint  Volume  Discounts. 

They're  the  best  in  the  business,  with  a  $1000  discount  level  that 
lets  heavy  users  get  heavy  savings.  Who 
deserves  it  more?  And  the  Sprint  Edge™ 
automatic  dialer  makes  Sprint  just  as 
easy  to  use  as  AT&T 

So,  if  you're  feeling  a  little  lost  and 
more  than  a  little  frustrated  in  the  wake 

of  AT&T's  divestiture,  talk  to  GTE  Sprint.  Of  course,  we  know 

just  how  you  feel.  And,  we  also  t   / 

know  just  how  to  make  you  /  / 

/J 


Anaheim,  CA 
(714)660  8999 
Atlanta,  GA 
(404)8430100 
Boston,  MA 
(617)628-7070 


Chicago, TL 
(312)364-4600 
Cleveland,  OH 
(216)642  0180 
Dallas,  TX 
(214)387  4686 


Detroit,  MI 
(313)827-4900 
Honolulu,  HI 
(808)528-2000 
Houston,  TX 
(713)777-3600 


Kansas  City,  KS 
(913)451-8700 
Los  Angeles,  CA 
(213)  SIS  5353 
New  York,  NY 
(212)557  0700 


Philadephia,  PA 
(215)568-4338 

Phoenix,  AZ 
(602)  956  6200 


San  Francisco,  CA 
(415)571-8700 
Washington,  DC. 
(703)486-8330 


fciT3  SPRINT 


Call  your  local  Sprint  Sales  Office,  or  800-521  4949. 


C1985  GTE  Sprint.  You  can  get  Spnnt  almost  everywhere,  and  use  it  to  call  anywhere  outside  this  state  Call  for  details  on  intrastate  savings  ®  Sprint  is  a  registered  trademark  of  GTE  Sprint  Communication  O  >rp 


'You  dorit  have  the  right  to  assume  that  pr^ent °[ *nve*tor* Fu^S§ Corp" 

O  which  went  bankrupt  in  1974,  in  part 


someone  who  buys  your  product  is  stupid, '''  ^ the  fallout  of  ^  attempted  bribe 

T  ^-,  j    i    s->  r  °*  tne  may°r  or  F°rt  Lee,  N.J.  to  help 

s<2ys  supersalesman  Gerald  Guterman.  In 
this  case,  he  could  be  wrong. 


Selling  the  dream 


By  Allan  Dodds  Frank 


Greed,  avarice  and  the  great 
American  dream.  Those  are 
the  things  that  propel,"  says 
Gerald  Guterman,  42,  a  seller  of  apart- 
ments in  New  York  City,  where 
apartments  are  high  priced  and  scarce. 

Just  in  case  greed  isn't  enough,  Gu- 
terman is  spending  an  amazing  S12 
million  on  radio,  television  and  espe- 
cially ads  in  the  Sew  York  Times  to 
push  his  even  more  amazing  realty 
scheme.  Simply  put,  he  is  selling 
apartments.  But  these  aren't  empty 
apartments.  They  have  tenants,  many 
with  leases,  many  others  paying  regu- 
lated rents  so  low  that  a  buyer  could 
easily  lose  money.  Some  of  these  rent- 
ers can  legally  pass  the  apartment  on, 
generation  to  generation. 

Who  would  take  a  deal  like  that? 
Desperate  people  who  want  property 
in  New  York,  that's  who,  people  who 
figure  that  buying  such  a  place  at  a 
discounted  price  is  an  immediate  tax 
break,  and  might  be  a  place-to-live 
bargain  in  the  long  run,  even  if 'they 
have  to  wait  a  bit  to  move  in.  This 
could  exist  only  in  a  city  like  New 
York,  which  has  been  under  rent  con- 
trol since  World  War  II. 

Guterman  offers  his  occupied  apart- 
ments with  a  five-year  money-back 
personal  guarantee,  but  it's  hard  to 
tell  how  much  personal  net  worth 
really  stands  behind  it.  In  various 
state  filings  he  is  listed  with  net 
worth  "in  excess  of  $2  million,"  "in 
excess  of  $10  million,"  and  "in  excess 
of  $15  million."  There's  a  5%-of-pur- 
chase-price  escrow  fund  to  support 
the  guarantee,  which  sounds  fine  if 
you're  the  first  of  20  to  ask  for  your 
money  back. 

Guterman  for  all  his  successes  has 
had  a  few  setbacks  over  the  years.  An 
apartment  development  partnership 


he  ran  was  forced  into  bankruptcy 
eight  years  ago.  He  signed  a  consent 
decree  in  1983  when  the  New  York 
Attorney  General's  office  charged 
that  another  housing  ad  campaign 
glowed  a  mite  too  much  and  disclosed 
risks  too  little.  A  major  investor  and 
close  friend,  Norman  Dansker,  was 


get  zoning  approval  for  an  office  and 
shopping  center. 

Guterman  stands  to  make  money 
several  ways  on  the  units  he  is  now 
selling.  The  idea  starts  with  buying 
rental  apartment  buildings,  then  con- 
verting them  to  cooperatives.  This  is 
common  in  New  York  City,  where 
there's  much  more  money  to  be  made 
in  the  quick  conversion  and  sale  of 
units  than  in  collecting  controlled 
rents  in  many  older  buildings. 

Guterman  does  all  right  selling  an 
apartment  to  its  present  occupant  at 
an  "insider"  price.  He  does  far  better 
if  the  apartment  is  unoccupied;  out- 
siders typically  pay  up  to  twice  as 
much.  He  ices  the  cake — indeed,  it's 
the  beauty  part  of  the  scheme — by 
selling  an  occupied  apartment  to  an 
outsider. 

He  says  he  came  upon  the  last  wrin- 
kle when  he  was  doing  another  type  of 
conversion  from  rental  to  co-op.  It 
was  under  a  so-called  eviction  plan, 


Karen  Haherson 


Sew  York  real  estate  supersalesman  Gerald  Guterman 
"Why  should  I  sit  with  them  and  get  pennies  in  rent?" 
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which  required  more  than  a  third  of 
the  tenants'  approval.  Tenants  who 
chose  to  buy  their  apartments  under 
an  eviction  plan  enjoyed  45%  to  55% 
discounts  from  the  outsider  price. 
That's  the  incentive  for  tenants  to 
vote  for  the  plan.  Figuring  the  tenants 
stood  to  get  too  much  of  the  profits, 
Guterman  scrapped  the  eviction  plan 
and  retreated  to  a  noneviction  plan. 
Under  this  New  York  law,  tenants 
who  don't  buy  their  apartments  have 
the  right  to  keep  renting  them,  even  if 
the  building  goes  co-op. 

But  he  had  all  these  occupied  apart- 
ments, and  it  frustrated  him.  "Why 
should  I  sit  with  them  and  get  pennies 
in  rent,  which  was  equal  to  or  a  little 
less  than  the  maintenance  I  was  pay- 
ing on  it  ?"  he  recalls  asking  himself.  If 
he  sold  those  occupied  apartments, 
his  buyers  would  be  in  the  same  posi- 
tion he  was  trying  to  escape.  What 
could  be  fairer?  Says  Guterman — ca- 
veat emptor  and  all  that — "You  don't 
have  the  right  to  assume  that  some- 
one who  buys  your  product  is  stupid." 
One  way  and  another,  Guterman 
says,  he  has  sold  2,300  apartment 
units  for  $180  million  in  the  past  14 
months.  He  won't  say  how  big  his 
profit  was,  but  it's  in  the  "millions." 
He  claims  his  unsold  inventory  of 
about  2,000  occupied  apartments  is 
worth  more  than  all  the  money  he 
paid  to  buy  the  original  5,000  units  in 
Manhattan  and  Queens. 

In  addition  to  the  markup  on  the 
apartments,  Guterman  gets  follow-on 
income.  A  sales  subsidiary,  Ahrens 
Barrell,  Inc.,  gets  5%  to  10%  on  com- 
missions. Another  company  gets  cost 
plus  a  fee  (20%)  for  renovating  the 
common  areas  of  converted  buildings. 
Guterman  also  just  merged  Han- 
over Cos.  and  RVI  Hanover,  his  pri- 
vately held  main  companies,  with  Ti- 
tan Group,  Inc.,  a  thinly  traded  over- 
the-counter  New  Jersey  construction 
firm  with  a  negative  net  worth  of  $9 
million.  This  way  he  cm  go  public 
without  filing  hassles  and  use  Titan's 
$47  million  in  tax-loss  carryforwards 
against  real  estate  profits.  As  of  April 
1984,  Hanover  companies  held  more 
than  $23  million  in  receivables,  about 
half  of  that  in  deferred  commissions. 
By  allocating  ad  costs  to  the  various 
building  partnerships,  and  assigning 
profits  from  those  partnerships'  sales 
to  Hanover,  he  may  succeed  in  mov- 
ing taxable  profits  upstream  to  Titan, 
where  the  tax-loss  carryforwards  are 
worth  50  cents  on  the  dollar. 

The  first  cause  of  all  this  ingenuity, 
of  course,  is  New  York's  rent  control 
law— a  perfect  example  of  a  higher 
law,  the  law  of  unintended  conse- 
quences, in  action.    ■ 
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After  meeting,  after  golf,  after  sunset . . . 
this  Arizona  resort  still  sizzles! 

A  special  cookout  with  New  York  steaks  sizzling  over  gleaming  coals  of  mesquite  is  a 
favorite  activity  at  Arizona's  Country  Club  Resort.  It  is  renowned  for  combining  outstanding 
meeting  facilities  with  superlative  recreational  features  only  fifteen  miles  from  Phoenix. 

•  Accommodations  with  private  patios  for  400  •  20  meeting  '  ■"  ' 
rooms  with  complete  audio  visual  facilities  •  3  championship  LJ^ 
golf  courses  (one  included  in  Golf  Digest's  Top  1 00)                   ^?>* '  „         / 

•  Complete  Tennis  Centre  with  8  lighted  courts  •  Western  2  ?C*3C*  •*    « 
activities  including  riding,  trap  &  skeet  shooting  •  Excellent         .. .  JV  ' 
references  including  the  Mobil  Five  Star,  AAA  Five  Diamond,      ■:#  < 
Gold  Key,  and  McRand  Conference  Awards. 


.  THE  WIGWAM 


Litchfield.Park  (Phoenix),  AZ  85340 
Telephone:  (602)  935-381 1 
Clark  Corbett,  Vice  President 


Contact:  John  Jamison,  Dir.  of  Sales/Marj  Mahoney,  Sales  Mgr.  Represented  by  Tetley/Green 


Is  it  time  to  consider 

Franchising 

Your 
Business? 

In  the  past  30  years,  franchising  has  changed  radically  the  way  many  pro- 
ducts and  services  are  marketed.  Today,  many  of  the  largest  retail  com- 
panies are  franchisors. 

Isn't  it  time  you  considered  the  advantages  franchising  can  bring  to  your 
business? 


Rapid  expansion 
Franchisee  supplies  capital 


•  Motivated  owner-managers 

•  Market  penetration 


Francorp,  the  world's  largest  management  consulting  firm  specializing  in 
franchising,  can  help  you  determine  whether  your  business  is  franchise- 
able.  If  it  is,  we  can  provide  the  legal,  marketing,  and  operations  services 
you  need  to  become  a  franchisor.  Our  clients  range  from  one-unit 
businesses  to  Fortune  500  companies. 

If  you  want  to  expand,  you  should  consider  franchising.  And  nobody  can 
give  you  a  more  informed  estimate  of  your  chances  than  we  can.  Call  or 
write  today. 

prancorp 

20200  Governors  Drive 

Olympia  Fields,  IL  60461 

312/481-2900 

Ask  about  our  Franchise  Your  Business  seminars. 
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The  future  isn't 
what  it  used  to  be. 


©TRW  Inc.,  1985 
TRW  is  the  name  and  mark  of  TRW  Inc. 


There's  no  future  in  believing 
something  can't  be  done.  The 
future  is  in  making  it  happen. 

A  company  called  TRW  has  built 
a  business  by  asking  people 
to  tackle  the  impossible.  TRW 
people  created  the  first  space- 
craft to  leave  the  solar  system, 
Pioneer  10.  We  fit  up  to  100,000 
electronic  parts  on  a  single 
computer  chip.  We  built  a  finan- 
cial and  data  service  that 
handles  350,000  inquiries  a  day. 


Along  the  way,  there  were  those 
who  knew  all  the  reasons 
these  things  couldn't  be  done. 
Fortunately,  there  were  those 
who  knew  enough  not  to  listen. 

Tomorrow  is  taking  shape  at  a 
company  called  TRW. 


A  Company  Called  TRW 
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The  latest  government  figures 

show  the  economy  turning  sluggish. 

Shouldn't  somebody  do  something? 

Not  necessarily. 


The  immeasurable  economy 


TIhe  headlines  could  not  be 
I  clearer.  Just  released  gov- 
ernment figures  show  that 
the  economy  is  turning  slug- 
gish. What  should  you,  as  a 
business  person,  do?  Drop  your  news- 
paper and  race  to  the  phone  to  halt 
production  before  inventories  pile  up? 
Or  yawn  and  turn  to  the  sports  page? 
You  would  be  better  off  doing  the 
latter,  because  that  headline  is  prob- 
ably meaningless.  Chances  are  that 
the  sluggish  GNP  figure  will  be  re- 
vised, and  chances  are  even-up  that 
the  new  figures  will  suggest  stepping 
up  your  production  rather  than  cut- 
ting it  back. 

Are  we   saying  the  government's 
economic  figures  are  useless?  We're 
certainly  saying  that  they  are  unre 
liable  and  that   smart  business 
people  rarely  pay  them  much 
attention. 

Consider  economist  David 
Munro  of  General  Motors.  In  the 
fourth  quarter  of  last  year  Munro  had 
a  feeling  that  the  economy  was  grow- 
ing at  about  4%  and  things  were  look- 
ing good.  Then  the  flash  GNP  figure 
came  out  showing  2.8%  growth. 
Munro  was  nonplussed:  "We  stopped 
to  see  what  we'd  missed.  We  looked  at 
our  sales,  talked  to  our  dealers  and 
marketing  staff.  I  phoned  Eastman 
Kodak  and  asked  about  camera  sales, 
GE  about  refrigerators,  f.C.  Penney 
about  soft  goods.  Their  orders,  and 
ours,  were  heavy." 

In  the  end  Munro  decided  to  ignore 
the  official  flash  figure.  Wisely.  A 
short  time  later  the  Commerce  De- 
partment revised  the  figure  to  4.9%. 

Like  Munro,  most  economists  feel 


By  Susan  Lee 


that  the  economy  is  basically  stable.  It 
changes  only  once  in  a  while,  not  every 
week,  not  even  from  month  to  month. 
These  economists  disdain  looking  at 
every  last  wiggle  in  a  number.  And 
they  are  suspicious  of  drastic  changes. 
Murray  Foss  of  the  American  Enter- 
prise Institute  says  that  if  the  numbers 
zoom  down  all  at  once,  it  doesn't  mean 
the  economy  is  heading  into  a  reces- 
sion but  that  there  is  "something  fun- 
ny going  on,  like  bad  weather."  In 
short,  suspect  the  figures  before  sus- 

[llusttalions  h\  Tim  Lewis 


pecting  the  economy. 

The  government  puts  out  these  sta- 
tistics to  help  policymakers  and  busi- 
ness people  plan  for  the  future.  It 
feeds  them  figures  on  money  supply, 
unemployment  rates,  housing  starts, 
labor  productivity,  business  inven- 
tories, retail  sales,  car  sales  and  so  on 
and  so  forth. 

Ideally,  people  are  supposed  to  take 
these  figures  as  a  call  to  action.  A 
strong  GNP  number — say  putting 
growth  over  4% — is  supposed  to  cue 
managers  to  speed  up  production  to 
avoid  getting  caught  with  too  little 
inventory.  And  a  big  unemployment 
figure  is  supposed  to  alert  Congress  to 
the  possible  need  for  jobs  legislation, 
or  the  Federal  Reserve  to  the  necessity 
for  zipping  up  the  economy  with  a 
little  extra  money. 

Increasingly,     however,     sophisti- 
cated business  people  and  economists 
regard  the  figures  with  amusement. 
They  are  still  taken  seriously  only  by 
newspaper    editors,    TV    commenta- 
tors, politicians  with  an  ax  to  grind 
and  market  players  with  a  phone  in 
their  hands. 

Consider  something  as  routine 
as  the  Commerce  Department's 
tracking  of  expenditures  on  plant 
and  equipment.  For  1983  the  ini- 
tial numbers  showed  that  expen- 
ditures dropped  4.8%,  exciting 
cries  of  alarm  that  America  was 
disinvesting  itself.  The  revised 
numbers,  however,  now  show  the 
average  annual  rate  of  change  was 
down  only  a  modest  1.9%. 

Are  the  government  number-collec- 
tors stupid,  inefficient  or  dishonest? 
No.  Sheer  common  sense  would  indi- 
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cate  that  an  economy  as  big  and  as 
complicated  as  ours  is  tough  to  call. 
Especially  at  a  time  like  this,  when  an 
increasing  part  of  the  economy  is  un- 
derground. This  underground  econo- 
my includes  criminal  activity,  off- 
the-books  cash  transactions  and  bar- 
ter arrangements.  That  can  add  up  to  a 
rather  large  chunk.  Baruch  College 
Professor  Peter  Gutmann  estimates 
that  15%  of  the  GNP  is  missed.  Or 
about  $550  billion  worth. 

Even  with  the  aboveground  econo- 
my, the  numbers  can  be  unreal  for 
other  reasons:  Some  samples  or  data- 
bases are  out  of  date,  the  seasonal 
adjustments  are  inappropriate  or  the 


method  of  measurement  is  utterly 
amateurish.  Take  the  government's 
measure  of  plant  capacity,  called  ca- 
pacity utilization.  Some  factories  are 
obsolete,  yet  are  counted.  Others, 
which  are  not  on  line  but  could  be 
brought  on  easily,  aren't  counted. 

So  what  is  a  poor  economist  to  do 
when  his  or  her  livelihood  depends  on 
measuring  the  course  of  business? 

When  data  seem  off,  most  econo- 
mists let  experience  and  wisdom  be 
their  guide.  Edward  Denison  of  the 
Brookings  Institution,  whose  career 
covers  some  45  years  in  the  business, 
says:  "If  you  just  plain  don't  believe  it, 
you  change  the  numbers.  It's  almost 
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an  instinct  about  what  a  particular 
number  can  or  can't  be." 

Politicians  constitute  another 
group  dependent  on  a  feel '  for  the 
economy  to  perform  their  jobs.  If  the 
economic  news  is  gloomy,  their  tradi- 
tional response  is  to  make  pious  state- 
ments but  do  nothing.  Say,  for  exam- 
ple, unemployment  figures  for  April 
rocket.  Rather  than  motoring  out  a 
jobs  bill  in  May,  Congress  will  con- 
tent itself  with  words  of  dismay  and 
then  wait  for  a  few  more  months  of 
figures.  Not  that  they  are  shirking 
their  responsibilities:  The  chances  are 
that  the  figures  for  May — or  June — 
will  reverse  the  bad  news. 

Or  reverse  the  good  news:  The  Rea- 
gan Administration's  initial  forecast 
of  the  budget  deficit  for  1982  was  $45 
billion.  It  was  revised  later  in  the  year 
to  more  than  double  that.  A  small 
error.  Who  calls  $45  billion  small? 
According  to  Lawrence  Kudlow,  then 
chief  economist  at  the  Office  of  Man- 
agement &  Budget,  "If  that  figure  had 
been  public  ten  months  earlier,  Rea- 
gan's fiscal  program  wouldn't  have 
gotten  through." 

When  waiting  around  fails,  politi- 
cians do  their  own  form  of  punting  by 
putting  what's  called  political  spin  on 
the  numbers.  Says  William  Niskanen, 
formerly  a  member  of  the  Council  of 
Economic  Advisers,  "The  Reagan 
White  House  press  office  puts  a  big 
political  spin  on  the  numbers.  Take 
the  growth  of  government  spending. 
It's  way  down  in  nominal  terms,  but 
it's  almost  as  high  as  the  Carter  years 
in  real  terms."  How  can  this  be?  Sim- 
ple. With  inflation  down,  the  increase 
looks  smaller.  Of  course,  it's  the 
nominal  figure  that  the  Administra- 
tion punches  in  on. 

Of  course,  politicians  make  fiscal 
policy  and  fiscal  policy  is  a  long  time 
in  the  making.  But  what  about  the 
Fed,  which — as  maker  of  monetary 
policy — is  in  a  position  to  react,  and 
react  quickly,  to  the  numbers? 

Here,  again,  the  watchword  is  cau- 
tion. In  July  1984  the  Fed  was  con- 
fronted with  the  following  bad  news: 
Consumer  credit  had  shown  a  big 
jump  in  May,  both  first-  and  second- 
quarter  GNP  had  been  significantly 
revised  upward,  capacity  utilization 
was  very  high,  and  the  money  supply 
figures  had  leapt  by  12.8%  in  May  and 
11.3%  in  June.  Since  the  Fed  had 
tightened  money  in  March  and  inter- 
est rates  had  risen  in  spring,  it  looked 
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as  though  the  economy  was  really 
coming  on  strong. 

Did  Paul  Volcker  and  company  step 
hard  on  the  brakes?  They  did  not.  To 
do  so  would  have  thrown  a  lot  of 
people  through  the  windshield.  The 
Fed  had  to  worry  about  Third  World 
debts,  the  thrift  industry  and  agricul- 
ture. All  of  these  were  suffering  from 
high  interest  rates  and  might  have 
been  killed  by  yet  higher  rates.  But 
wasn't  the  Fed,  in  ignoring  those 
strong  growth  numbers,  risking  an  in- 
flationary outburst?  Answers  Preston 
Martin,  vice  chairman  of  the  Federal 
Reserve:  "We  knew  that  there  was 
idle  capacity  in  the  world  and  that 
wage  settlements  were  still  low." 

The  Fed's  instinct  proved  correct: 
Revised  money  supply  figures  showed 
that  May's  increase  had  been  only 
7.3%,  and  10.6%  in  June.  Second- 
quarter  GNP  was  revised  downward. 
'The  numbers  just  don't  give  us  a 
good  handle  on  how  the  economy  is 
performing,"  says  Federal  Reserve 
Governor  Martha  Seger.  "We 
shouldn't  react  to  the  monthly  num- 
bers, let  alone  the  weekly  ones." 

So  much  for  official  Washington. 
What  about  the  rest  of  the  country? 
Many  smart  business  people  almost 
instinctively  adjust  the  official  figures 
on  the  side  of  optimism.  They  suspect 
a  pessimistic  bias  to  the  numbers. 
Like  Dave  Munro  at  GM,  they  tend  to 
jump  on  the  phone  and  call  around 
until  they  hear  some  good  news.  (This 
is  not  self-serving,  either.  The  fact 
that  official  statistics  miss  up  to  15% 
of  the  economy's  total  activity  means 
that  figures  like  GNP  are  understated, 
while  other  indicators,  like  unem- 
ployment, are  overstated.) 

Indeed,  reliance  on  anecdotal  evi- 
dence is  strong.  It's  what  business 
people  call  putting  a  finger  in  the 
wind.  On  any  Saturday  night,  for  in- 
stance, business  people  at  cocktail 
parties  across  the  country  are  listen- 
ing to  their  peers  say  things  like  "Gee, 
houses  are  really  turning  over,  and  the 
prices  we  are  getting  are  fantastic. 
The  recession?  I  guess  it  is  hitting 
somewhere  else." 

By  far  the  most  popular  finger  in  the 
wind  is  the  shopping  center  indicator. 
Francis  Schott  of  Equitable  Life  As- 
surance, who  lives  in  northern  New 
Jersey  near  four  major  shopping  cen- 
ters, always  watches  to  see  if  the  park- 
ing lots  are  full  the  day  after  Thanks- 
giving. So  does  Rosanne  Cole  of  IBM, 
who  also  wants  to  know  "if  the  cash 
registers  are  jingling  or  if  people  are 
just  looking." 

Rick  Preiss  of  IC  Industries  has  a 
personally  tailored  coincident  indica- 
tor— how  long  it  takes  him  to  get  to 


work.  At  the  height  of  the  1982  reces- 
sion, Preiss  could  drive  from  subur- 
ban Lake  Forest  to  Chicago  in  an 
hour.  Now,  with  more  people  on  the 
road  also  driving  to  work,  it  takes  him 
an  hour  and  a  quarter. 

Except  for  journalists,  then,  does 
anybody  take  government's  data  seri- 
ously? The  financial  markets  do.  And 
they  take  it  very  seriously  in  the  very 
short  term,  like  minute  to  minute. 

Consider  the  impact  of  GNP  figures 
on  the  markets.  The  players  assume 
that  a  weak  number  means  interest 
rates  are  going  down  and  a  strong 
number  means  rates  are  going  up.  As 
Schott  describes  it:  "When  the  flash 
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figure  comes  out — especially  if  it's 
not  what's  expected — traders  start 
screaming  for  a  reaction  from  the 
economist.  So  the  economist  grabs 
his  or  her  bag  of  tricks  and  says  some- 
thing, and  that  goes  out  over  the  wire 
and  the  reaction  begins." 

What  if — as  usually  happens — the 
numbers  turn  out  to  be  wrong?  More 
turmoil.  If  bond  traders  have  bought 
heavily  on  down  news  that  begins  to 
look  as  if  it  might  have  been  a  fluke, 
they  simply  unload  the  position  they 
accumulated. 

If  nothing  else,  it's  an  interesting 
spectacle.  In  one  corner,  we  have  the 
government,     which     generates     all 
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Tlo  help  drive  home  our  point 
that  economic  statistics  ought 
to  be  looked  at  skeptically,  when  at 
all,  Forbes  has  devised  a  quick  lit- 
tle test.  Guess  which  of  the  follow- 
ing is  true:  Over  the  last  decade 
computer  prices  have  .  .  . 

a)  Dropped  dramatically. 

b)  Held  steady,  without  changing 
at  all. 

Chances  are,  you  answered  a. 
You  would  be  correct  in  the  real 
world  but  wrong  in  a  statistical  sense.  If  you  answered 
B,  congratulations.  You  would  be  wrong  in  the  real 
world,  but  there  might  be  a  job  for  you  at  the  Com- 
merce Department's  Bureau  of  Economic  Analysis. 

That's  because  the  BEA,  in  calculating  the  inflation- 
adjusted  "real"  Gross  National  Product  figures,  makes 
a  simple  little  assumption  that  reduces  GNP  by  more 
than  a  full  percentage  point.  In  adding  up  real  invest- 
ment in  computers  each  year,  the  BEA  assumes  that 
computer  prices  haven't  changed  at  all  since  1972. 

You  don't  have  to  be  Steven  Jobs  to  know  how 
ridiculous  that  is.  An  IBM  PC  that  today  brings  about 
$2,500  would  have  been  about  $1,200  more  than  that 
just  four  years  ago.  On  average,  computers  now  cost 
less  than  a  third  what  they  cost  in  1972. 

But  ridiculous  or  not,  the  BEA's  assumption  makes 
for  some  of  the  worst  statistics  flowing  out  of  Washing- 
ton. Real  spending  on  computers  by  U.S.  business  last 
year  was  around  $35  billion.  But  by  simply  factoring  in 
a  10%  yearly  drop  in  computer  prices  since  1972 — a 
conservative  figure — the  Council  of  Economic  Advis- 
ers estimates  that  real  computer  spending  last  year  was 
actually  closer  to  $120  billion.  A  little  spillage  there. 
Some  $85  billion  worth  of  error. 

That  increase  ripples  through  the  GNP  statistics. 
Real  GNP  would  have  jumped  more  than  a  point  in 
each  of  the  last  three  years  if  computer  spending  had 
been  measured  more  accurately;  inflation,  on  the  other 
hand,  would  have  dropped  by  a  point.  Spending  on 


plant  and  equipment  would  have 
doubled,  from  its  anemic  3%-a- 
year  average  growth  rate  to  a  far 
healthier  6% . 

Put  another  way,  the  BEA  is  say- 
ing that  $10,000  spent  on  comput- 
ers in  1984  bought  the  same 
amount  of  "computer  power"  as 
$10,000  spent  on  computers  in 
1972.  In  fact,  a  $5  million  proces- 
sor today  is  about  eight  times  more 
powerful  than  a  $5  million  1972 
model.  With  most  goods,  that  kind  of  quality  increase 
would  lead  to  a  big  jump  in  the  real  GNP  figure.  But  not 
with  computers.  Because  of  the  outdated  price  assump- 
tion, none  of  that  productivity  gain  gets  reflected  in 
real  GNP. 

Originally,  the  BEA  made  that  assumption  decades 
ago,  when  computers  were  still  a  tiny  speck  of  GNP. 
But  in  the  last  year,  with  the  "real"  figures  moving 
grossly  out  of  line  with  reality,  the  BEA  decided  to 
correct  the  miscalculation.  The  problem  now  is  com- 
ing up  with  a  decent  index  to  measure  changes  in 
computer  prices. 

Normally  the  BEA  gets  that  kind  of  information 
from  the  Bureau  of  Labor  Statistics,  but  it,  too,  has 
lousy  computer  price  information.  So  the  BEA  is  busy 
concocting  a  new  way  to  tally  real  computer  spending. 
The  most  likely  outcome  is  that  the  BEA  will  start 
logging  a  10%  annual  decline  in  prices  when  it  pub- 
lishes the  1985  GNP  figures. 

But  don't  expect  that  change  to  be  obvious.  At  the 
same  time,  the  BEA  plans  to  change  the  way  it 
figures  real  GNP.  By  late  this  year,  real  GNP  will  be 
based  on  1982  dollars  instead  of  1972  dollars,  as  is 
currently  done.  That  rebasing  means  that  the  new 
1982  "real"  figures  will  be  incomparable  with  current 
1972  real  figures.  Warns  one  BEA  statistician,  "It  will 
be  a  couple  of  years  before  people  figure  out  what 
these  new  numbers  really  mean."  Would  you  buy  a 
used  car  from  this  man? — Jane  Sasseen 


these  numbers.  In  the  other  corner, 
we  have  the  users.  The  government 
comes  out  slugging,  its  numbers 
flying.  The  users  feint  and  jab.  It  looks 
like  fun,  but  does  anybody  get  hurt? 

The  only  real  harm  is  done  to  those 
who  react  to  the  numbers  as  they 
come  out.  As  all  the  constant  revi- 
sions demonstrate,  it's  silly  to  take 
the  numbers  seriously  over  the  short 
term.  Smart  people,  who  hunt  trends 
in  the  economy,  look  for  them  over 
the  long  term.  As  Rosanne  Cole  says, 
"If  short-term  evidence  plays  any  role 
at  all,  it  is  almost  a  posturing  one  in 
that  it  convinces  people  to  do  what 
they  were  going  to  do  anyway." 

Not  that  this  continual  bombard- 
ment of  government  data  doesn't 
have  defenders.  Most  players  argue 
that  some  information  is  better  than 


none.   Nonetheless,   each  has 
his  own  bete  noire,  which  he  or 
she  would  cheerfully  see  van- 
ish from  the  newspaper.  As  Bill 
Niskanen  says,  "I  occasionally 
yearn  for  a  world  in  which  bi- 
lateral trade  statistics  do  not 
exist.  The  great  concern  Congress  has 
about  the  trade  deficit  with  Japan  is 
wholly  inappropriate.  It's  a  number 
that  has  a  political  content  several 
orders  of  magnitude  more  important 
than  its  economic  content." 

Is  the  country  better  off  for  all  the 
information  we  now  get  that  we 
didn't  get  20  years  ago?  Well,  consider 
Francis  Schott's  answer:  "I  have  my 
serious  doubts.  I  mean,  I  really  have 
serious  doubts." 

The  age  of  information  is  not  neces- 
sarily the  age  of  wisdom.  ■ 
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far  high-performance 
insurance  services... 
Smart  management 
plays  the  coarse 
with  frank B.Hall. 

Think  about  it.  Your  best  golf 
shots  are  the  ones  you  plan 
most  carefully.  The  same  tech- 
nique applies  to  your  corpo- 
rate insurance  protection. 
Keeping  hard-earned  busi- 
ness assets  on  course  takes 
well-planned  risk  manage- 
ment. That's  why  smart  insur- 
ance decision  makers  rely 
on  Frank  B.  Hall.  The  high- 
performance  insurance  ser- 
vices company  with  a  sixth 
sense  ability  to  analyze  corpo- 
rate risks,  design  creative  pro- 
grams, invent  new  insurance 
products  and  follow  through 
with  ever-present  service. 
We're  Frank  B.  Hall,  the 
creative  force  in  our  industry. 
The  company  with  ingenuity 
and  professional  substance. 
Frank  B.  Hall.  For  all  forms  of 
business  protection.  Insurance 
placement.  Reinsurance.  Self- 
insurance.  E&S  lines.  Employee 
benefits  consulting.  Claims 
management.  Environmental 
risk  management.  Special  risks 
coverages.  And  21st  century 
insurance  products  of  all  kinds. 

When  planning  your  next 
corporate  insurance  move, 
survey  the  course  carefully. 
Then  drive  straight  to  Frank  B. 
Hall.  Where  talent,  profession- 
alism and  planning  determine 
high  performance. 


FRANK    B.    HALL 


CO. 
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The  Up  &  Comers 


Last  year  an  ex-football  coach  rallied 
85,000  part-timers  into  selling  $38  billion 
of  life  insurance.  Meet  A.L.  Williams, 
theAmway  of  insurance  and  mutual  funds. 

Art  Williams 

and  his 

part-time  army 


By  Howard  Rudnitsky 


Earlier  in  his  life,  Arthur  L. 
Williams  was  a  high  school 
football  coach  in  Columbus, 
Ga.  His  teams  played  to  win,  and  they 
were  so  good  at  it  that  Williams  made 
Coach  of  the  Year  for  his  region. 


Today,  at  43,  he  still  plays  to  win — 
not  against  Valdosta,  Ga.'s  team  but 
against  the  likes  of  Prudential  and 
Northwestern  Mutual  Life.  He  sends 
his  army  of  insurance  agents  into  ac- 
tion with  war  cries  of  "go-go-go," 
"kill  'em,"  "recruit,  recruit,  recruit" 
and  "bust  the  rock  [Prudential]  into 


pieces." 

Last  year  his  eight-year-old  com- 
pany, employing  a  ragtag  army  of 
85,000  part-time  salesmen,  sold  $38.3 
billion  worth  of  term  life  insurance. 
That  was  a  national  record.  Williams 
appears  to  have  edged  out  Prudential, 
the  runner-up  with  $38.2  billion. 

Williams'  pitch  is  simple;  it  has  to 
be,  since  he  employs  mostly  amateur 
salespeople  with  little  financial  train- 
ing. The  use  of  hordes  of  hungry  part- 
timers  is  Williams'  brilliant  market- 
ing innovation.  Let  Prudential  and 
Northwestern  Mutual  spend  a  fortune 
teaching  agents  about  the  finer  points 
of  insurance.  Williams  actually 
charges  his  agents  to  absorb  his  sim- 
plified message.  The  message — one 
that  anyone  can  grasp — is  that  term 
insurance  is  cheaper  than  whole  life; 
by  buying  term  the  customer  can  buy 
either  much  more  coverage  or  at  least 
the  same  amount  and  invest  the  sav- 
ings in,  say,  a  mutual  fund  that  will 
grow  for  him.  Not  coincidentally, 
Williams  also  sells  mutual  funds. 

You've  heard  all  this  before?   Of 


A.L.  Williams'  Art  Williams  and  copies  of  one  of  his  books 

At  the  top  of  the  heap,  a  personal  gold  mine  in  commissions. 
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;ourse  you  have.  That  sales  pitch  has 
>een  around  in  the  insurance  business 
or  a  long  time.  What  Williams  lacks 
n  originality  he  more  than  makes  up 
n  zeal  and  aggressiveness.  He  sells 
nsurance  the  way  Amway  sells  soap. 

A  polite  term  for  Williams'  kind  of 
lales  organization  is  "multilayer."  It 
s  like  an  army  of  hastily  trained  re- 
:ruits  where  several  cadres  of  skilled 
ind  highly  paid  sales  professionals 
:ommand  masses  of  foot  soldiers.  The 
nultilayer  sales  organization  Wil- 
iams  set  up  resembles  Amway  right 
lown  to  inspirational  conventions 
:hat  generate  wild  fervor  and  to  the 
ielf-published  books  Williams  writes 
o  motivate  the  troops. 

At  the  core  of  the  sales  group  are 
1,900  full-time  regional  vice  presi- 
lents  (see  box)  who  now  recruit  more 
iian  6,000  part-timers  a  month. 
These  vice  presidents  get  commis- 
sions from  every  sale  produced  by  one 
Df  their  recruits.  The  recruits?  Most 
.vill  sell  a  few  policies,  earn  less  than 
51,000  a  year,  then  leave  after  a  few 
/ears.  The  Amway  story. 

Williams  and  his  wife  own  the  A.L. 
Williams  Agency,  the  outfit  that  over- 
sees the  sales  operation  and  rakes  in 
:he  override  commissions.  To  say 
:hey  have  a  gold  mine  is  an  under- 
statement. At  the  top  of  the  heap,  a 
Jiozen  or  so  executives  earn  from 
$300,000  to  over  $1  million  a  year  in 
commissions. 

Who  are  these  people?  One  national 
ifeales  director,  former  star  New  York 
Yankees  pitcher  Bullet  Bob  Turley, 
tias  about  $7  million  in  deferred  com- 
missions coming  to  him  over  a  period 
pi  many  years.  Another  sales  execu- 
tive, S.  Hubert  Humphrey  Jr.  (no  rela- 
tion to  the  deceased  politician),  a  for- 
mer railway  engineer,  earned  over  $1 
million  last  year. 

There  is  another  Williams  com- 
pany. This  one,  A.L.  Williams  Corp., 
is  publicly  traded.  It  insures  some  of 
[the  policies  sold  by  the  agency's  sales 
force,  sells  mutual  funds  and  runs  a 
•{discount  brokerage.  Last  year  ALW 
learned  $9.8  million  on  revenues  of 
B85  million.  Art  Williams  and  his 
kvife  control  15.8%,  giving  them 
shares  worth  $50  million. 

Wheeler-dealer  Jerry  Tsai,  vice 
bhairman  of  American  Can  Co.,  ad- 
mires the  Williams  organization.  Tsai 
knows  a  good  deal  when  he  sees  one. 
[Tsai  is  the  chap  who  parlayed  a  lot  of 
publicity  into  a  mutual  fund  empire 
In  the  1960s;  later,  most  of  his  inves- 
tors lost  their  shirts  when  the  market 
collapsed,  but  Tsai  walked  away  a 
rich  man.  Years  later  Tsai  sold  his 
insurance  company — Associated 

Madison — to  American  Can,  eventu- 


The  Holy  Grail 


Tlo  see  how  A.L.  Williams  agents 
work,  Forbes  went  on  the  road 
with  Edward  Maguire  in  his  white 
Mercedes.  Maguire,  a  6-foot -3,  260- 
pound  former  undercover  New  Jer- 
sey cop,  is  now  a  senior  vice  presi- 
dent with  Williams. 

Three  years  ago  Maguire,  36,  was 
making  $22,500  as  a  cop.  Last  year 
he  earned  $219,000  as  a  full-time 
salesman  and  recruiter  for  A.L. 
Williams.  This  year,  thanks  largely 
to  overrides  on  commissions 
earned  by  his  recruits,  he  expects 
to  earn  at  least  $350,000.  "No  one 
can  tell  me  anything  bad  about  this 
company,"  says  Maguire. 

The  first  stop  on  our  trip  with 
Maguire:  Kearny,  N.J.,  where  easy- 
going Ed  sells  $10,000  worth  of 
shares  of  the  American  Capital 
Government  Securities  mutual 
fund  to  a  retired  couple  at  their 


kitchen  table. 

After  several  more  profitable 
calls,  it  is  on  to  an  evening  sales 
rep  meeting  at  the  Carteret  Holi- 
day Inn.  The  room  is  filled  with  60 
people.  Maguire  bellows:  "Please 
don't  let  anyone  pick  your  desti- 
ny." First,  he  testifies  to  his  wife's 
initial  skepticism,  how  he  almost 
gave  up  and  how  he  became  a  re- 
gional vice  president  in  1 1  months. 
Then  Maguire  gives  a  slide  show 
that  explains  how  to  save  lots  of 
money  by  buying  term  life  from 
A.L.  Williams  and  how  recruits 
can  make  a  bundle  selling  the  com- 
pany's policies. 

Maguire  loves  sales  opportuni- 
ties. Says  his  brother  Francis,  also 
an  ex-cop  and  a  regional  vice  presi- 
dent: "It's  gotten  to  be  a  crusade  for 
us."  The  Holy  Grail,  of  course,  is 
money. — Richard  Moiais 


ally  becoming  vice  chairman  of  the 
old-line  company.  In  1983  Tsai 
bought  a  big  insurance  holding  com- 
pany, PennCorp  Financial,  the  vehicle 
that  gave  him  a  20%  interest  in  the 
A.L.  Williams  Corp. 

Tsai  had  reason  to  know  that  A.L. 
Williams  would  be  a  hot  property. 
After  all,  Massachusetts  Indemnity 
Life  Insurance  Co.  (Milico,  owned  by 
PennCorp)  had  for  years  been  under- 
writing much  of  the  insurance  sold  by 
Williams'  army. 

A.L.  Williams  needs  American 
Can's  Milico  because  it  lacks  the  cap- 
ital and  organization  to  underwrite 
the  huge  volume  of  business  it  sells. 
With  Williams  and  his  herd  selling  its 
insurance,  Milico's  earnings  on  A.L. 
Williams  business  have  multiplied 
dramatically  in  just  three  years,  to  a 
conservatively  estimated  $30  million, 
or  roughly  a  quarter  of  American 
Can's  financial  services  income. 

Williams  also  created  a  subsidiary 
of  his  public  company,  First  Ameri- 
can National  Securities  (FANS), 
which  has  swiftly  grown  to  a  full-time 
sales  force  of  12,000  NASD-registered 
securities  representatives  that  last 
year  sold  $400  million  worth  of  mutu- 
al funds.  FANS  was  the  number  one 
distributor  for  Pioneer,  Fidelity  Desti- 
ny and  Oppenheimer  mutual  funds 
last  year.  Brags  Williams,  "By  the  end 
of  this  year  we'll  have  more  full-time 
securities  salesmen  than  Merrill 
Lynch."  FANS  turns  out  500  regis- 
tered reps  a  month.  Soon  they  will  sell 
their  own  mutual  funds  and  IRAs. 


It's  hard  to  believe  that  a  little  more 
than  eight  years  ago  he  was  just  a 
hotshot  insurance  recruiter  with 
Waddell  &  Reed,  a  Kansas  City,  Mo.- 
based  organization  that  sells  insur- 
ance and  mutual  funds.  What  brought 
him  to  insurance?  He  sold  it  part  time 
to  supplement  his  meager  $ll,000-a- 
year  high  school  coaching  salary. 

At  Waddell  &  Reed,  Williams  began 
implementing  his  concept  for  a  part- 
time  sales  force.  He  started  holding 
Fast  Start  School  pep  rallies  on  week- 
ends for  part-timers.  But  he  pushed 
too  hard,  trying  to  expand  the  part- 
time  concept  and  get  greater  bonuses 
for  top  producers.  Waddell  &  Reed 
resisted,  so  he  left  to  start  the  Art 
Williams  Agency  in  Atlanta  in  1977. 

Williams'  obsession  with  insurance 
grew  out  of  the  sudden  death  of  his 
father,  whose  whole  life  coverage 
couldn't  support  the  family.  That 
forced  Williams  to  help  financially. 

It  didn't  take  long  for  Williams  to 
discover  the  advantages  of  term  insur- 
ance. His  marketing  thrust:  Go  after  a 
largely  untapped  and  uninformed  au- 
dience— 25-to-45-year-old  policy- 
holders making  $20,000  to  $30,000  a 
year — folks  like  cops,  firemen,  teach- 
ers, other  government  and  blue-collar 
employees.  These  people  were  natu- 
rals for  the  sales  pitch;  many  were 
prospects  to  become  part-time  agents. 

Williams'  secret  weapon?  Motivat- 
ing his  sales  force  with  high  upfront 
commissions.  Whole  life  policies  al- 
ways sold  well  because  their  high  pre- 
miums paid  a  healthy  commission 
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..but  we  didn't. 


itroducing  the  new  COMPAQ  PORTABLE  286! 
lore  features,  more  speed. .  .more  useful. 


ost  people  think  the  IBM®  Personal 
>mputer-AT™  can  do  more  than  any 
iher  personal  computer.  But  now 
DMPAQ®  offers  a  personal  computer 
at  does  more  in  a  package  half  the 
:e,  complete  with  a  handle. 

Incredibly  fast 

ost  computer  companies  would  con- 
ler  it  a  breakthrough  to  make  a  com- 
iter  with  the  power  and  speed  of  the 
M  PC-AT.  But  not  COMPAQ.  The 
w  COMPAQ  PORTABLE  286  runs 
the  popular  programs  30%  faster. 
And  no  doubt  most  would  have  been 
ted  to  put  20  Megabytes  of  fixed 
>k  storage  in  a  portable  computer. 
:t  we  didn't  stop  there.  We  designed 
i  COMPAQ  PORTABLE  286  to  accept 
internal  fixed  disk  drive  back-up 
item  as  well.  It  protects  your  data 
pocket-sized  tape  cartridges,  some- 
|ng  not  even  the  IBM  PC-AT  can  do. 

Room  to  grow 

(ice  we  got  started,  it  was  hard  to  stop. 
There's  room  for  up  to  three  internal 
s^rage  devices.  Choose  from  1.2- 
flbgabyte  or  360-K  byte  diskette 


drives,  the  fixed  disk  drive  and  fixed 
disk  drive  back-up. 

Add  up  to  640-K  bytes  of  memory 
on  the  main  board.  Then  add  up  to 
2  more  Megabytes  using  an  expan- 
sion board.  That  gives  you  more  mem- 
ory than  most  desktop  computers. 

For  displaying  your  work,  a  built- 
in  monitor  shows  high-resolution 
text  and  graphics.  A  second  monitor 
isn't  necessary. 

Does  more— anywhere 

Together,  all  these  features  add 
up  to  our  fastest,  most  powerful 
portable  computer.  It  helps  you 
do  more,  in  more  places. 

Of  course,  if  you  need  a  com- 
puter with  even  more  power, 
we  designed  a  model  that  stays 
in  one  place. 

The  new  COMPAQ  DESKPRO 
286™.  With  up  to  8.2  Megabytes 
of  memory  and  70  Megabytes  of 
storage,  it  can  take  you  beyond 
today's  limits  of  desktop  personal 
computing. 

COMPAQ  offers  personal 
computers  beyond  compare. 
Because  we  make  them  with- 
out compromise. 

For  a  free  brochure  or  the 
location  of  your  nearest  Au- 
thorized COMPAQ  Com- 
puter Dealer,  call  toll-free 
1-800-231-0900  and  ask  for 
operator  6. 

COMPAQ. 


Itimply  works  better. 
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the  first  year.  But  term  life  was  differ- 
ent. Its  premiums  were  about  one- 
third  the  whole  life  premiums  the 
first  year.  That  didn't  leave  much  of  a 
first-year  commission. 

So  Williams  shrewdly  decided  to 
beef  up  first-year  commissions  on 
term  policies.  Take  an  average 
$100,000  term  policy  that  would  have 
earned  a  $60  first-year  commission. 
Williams  offered  his  agents  $225. 
That's  a  big  difference.  Who  pays? 
The  policyholder.  Williams'  premi- 
ums on  average  don't  become  com- 
petitive until  more  than  15  years  into 
the  policy. 

Compensation  to  his  insurance 
agents  on  earned  commissions  alone 
is  running  at  an  annual  rate  of  $55 
million,  up  about  55%  over  last  year. 
In  addition,  last  year  FANS  generated 
$34  million  in  commission  revenues 
and  earned  $1.5  million  for  A.L.  Wil- 
liams Corp. 

With  such  commissions,  no  wonder 
people  pay  Williams  to  learn.  Recruits 
pay  from  $50  to  $140  for  a  sales  kit 
and  state  licensing  fees.  They  also  are 
expected  to  buy  a  term  policy. 

Can  Williams  keep  up  the  pace?  To 
do  it,  he  has  had  to  raise  lots  of  cap- 
ital. Just  this  January,  he  raised  $23 
million  selling  new  stock.  Even  Mi- 
lico  needs  more  capital  to  keep  up 
with  Williams'  growth.  That's  why 
Stanley  Beyer,  Milico  president,  sold 
out  to  Tsai's  Associated  Madison  in 
the  first  place.  Says  Beyer,  "We  bud- 
geted for  a  20%  increase  in  1985  sales. 
It  looks  like  Art  is  way  out  front 
again,  as  he  usually  is." 

More  difficult  may  be  recruiting  an- 


other 80,000  or  so  sales  agents  in  the 
next  few  years — enough  to  handle 
growth  and  replace  the  dropouts.  Ca- 
sualties are  high  in  Williams'  army. 

He  also  may  have  trouble  finding 
new  markets.  ALW  already  sells  in- 
surance in  every  state  except  New 
York,  where  Milico  isn't  licensed. 
Williams  is  thinking  about  setting  up 
his  own  New  York  insurance  com- 
pany, but  he  will  have  to  convince 
cautious  New  York  insurance  regula- 
tors to  allow  him  to  sell  with  part- 
timers.  He  also  plans  to  enter  Canada. 

Not  surprisingly,  Williams'  aggres- 
sive sales  tactics  have  come  under 
attack.  For  one  thing,  contrary  to  the 
Williams  gospel,  it  doesn't  always 
make  sense  to  convert  whole  life  poli- 
cies to  term,  says  Joseph  Belth,  editor 
of  Insurance  Forum,  a  trade  newslet- 
ter. Also,  at  competitors'  urging,  state 
insurance  commissions  required 
ALW  to  change  confusing  items  in 
sales  brochures. 

Also,  some  critics  snipe  that  Wil- 
liams keeps  too  much  of  the  insur- 
ance risk,  instead  of  reinsuring — 
farming  it  out  to  other  insurers,  as 
Milico  and  other  companies  routinely 
do.  Williams'  comeback?  It's  too  prof- 
itable to  share. 

Is  Art  Williams  worried?  He  says  he 
is  not.  "There's  $3  trillion  of  whole 
life  still  in  force,"  Williams  says. 
"That's  a  huge  conversion  opportuni- 
ty for  us.  And  through  FANS  we  can 
sell  lots  of  other  financial  products. 
We're  going  to  become  the  Sears  of 
financial  services." 

But  haven't  we  heard  slogans  like 
that  before? 


The  Up  &  Comers 


Lessons 


EDO  Corp.  came  up  the 
hard  way — after  years  of 
mediocrity.  Now  it's  sitting 
on  a  pile  of  cash  it  can't 
decide  how  to  spend. 


What 
now? 


A.L.  Williams  agents  at  a  sales  meeting 

A  ragtag  army  of  highly  motivated,  recruits. 


[any  Up  &  Comers  are  young 
companies.  Not  so  little  EDO 
Corp.  of  College  Point,  N.Y.  It  is  60 
years  old,  but  only  recently  did  it 
amount  to  much.  Last  year  EDO  re- 
ported a  profit  of  $11.8  million,  or 
$1.38  a  share,  on  sales  of  $123  mil- 
lion. Return  on  equity  from  continu- 
ing operations  has  averaged  19%  a 
year  since  1980,  enough  to  guarantee 
a  spot  in  Forbes'  Up  &  Comers  Class 
of  1984  (Nov.  5,  1984). 

EDO  has  done  well  recently  be- 
cause its  specialties  are  in  demand  at 
the  Pentagon  and  foreign  defense  de- 
partments: Defense  contracts  for 
things  like  sonar  systems,  ejection  de- 
vices and  helicopter-towed  mine- 
sweepers account  for  80%  of  sales. 
And  at  a  time  when  defense  contrac- 
tors are  being  investigated  for  over- 
charging, EDO  swears  that  it  is  above 
reproach. 

But  success  has  created  a  problem 
for  EDO.  You  should  have  such  a 
problem.  The  company  is  sitting  on 
$90  million  in  cash,  over  $11  for  each 
$15.50  share,  much  of  it  a  result  of 
prepayments  on  long-term  defense 
contracts.  That  is  big,  very  big,  money 
for  a  small  company.  Debt  at  EDO  is 
negligible. 

"We're  nor  big  spenders,"  says  EDO 
President  Gerald  Albert,  60,  an  elec- 
trical engineer  from  City  College  of 
New  York  and  a  34-year  veteran  of 
EDO.  "We've  been  telling  ourselves 
that  the  one  thing  we're  absolutely 
not  going  to  do  is  something  stupid, 
such  as  making  a  $50  million  acquisi- 
tion where  we're  betting  the  entire 
company." 

That  is  the  kind  of  fiscal  conserva- 
tism you  like  to  hear,  but  EDO's  re- 
turn on  overall  capital  is  higher  than 
its  return  on  just  the  cash.  Parked  in 
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YOU'VE  EVER  MADE. 


For  the  most  part,  the 
jrule  about  not  putting  all  your 
js  in  one  basket  makes  pretty  good 
ise. 

In  the  case  of  air  shipping, 
J/ever,  Emery  may  be  the  sensible 
;ption. 

Emery  can  handle  any  air-shipping 
i  you  have.  It's  the  one  company  in 
world  that  handles  any  size,  any 


.......  i 


weight  and  any  value,  anywhere  In  the 
world,  door  to  door. 

Using  Emery  can  also  save  you 
money  by  helping  you  realize  maximum 
volume  discounts:  the  more  you  ship, 


with  Emery,  the  more  you 
save. 
If  you're  tired  of  calling 
one  air  carrier  for  heavy  freight, 
another  for  urgent  overnight  corre- 
spondence or  another  for  overseas 
service,  just  call  Emery  today. 

We'll  show  you  how  one  call  to  us 
can  take  care  of  everything/ 


ALL  EMERY  IT'S  AS  GOOD  AS  THERE. 


WORLDWIDE 


The  Financial  SourceSM  cares  about  people 
who  care  about  people. 


Manufacturers  Hanover  has  a  deep 
commitment  to  people  like  Steve  Kenley. 
People  who  are  the  muscle  and  spirit  of 
America's  mid-size  business  vitality. 

One  measure  of  our  commitment  is  the 
activity  of  our  CIT  Financial  Corporation, 
which  brings  a  full  array  of  financial 


services  to  growing  businesses  across  the 
country.  Our  1,050  offices  put  us  where  you 
need  us  to  solve  any  financial  problem. 

We  bring  the  same  sense  of  commitment 
to  large  multi-national  corporations  as  we 
do  to  smaller  companies.  Providing  the 
people,  products  and  technology  your 


. 
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Volunteer  fire  marshal,  deputy  sheriff,  business  manager  of  the  Ozona,  Texas  High  School— Steve  Kenley  makes 

time  to  serve  others  even  as  he  manages  his  own  3,000  acre  cattle  ranch. 


changing  financial  needs  require.  We  can 
'flash  funds  anywhere  in  the  world,  and 
jengineer  global  cash  management  services 
|to  take  you  into  the  next  century.  Our 
Interplexsm  system  can  give  you  the  most 
sophisticated  tools  available  to  control  both 
your  corporate  finances  and  investments. 


Manufacturers  Hanover  combines  experi- 
ence with  financial  engineering  to  fulfill  our 
commitment  to  businesses  of  all  sizes.  But, 
no  matter  how  advanced  our  technology, 
we're  one  financial  services  organization 
that  will  always  put  vital  values  like  people 
and  caring  first. 


MANUFACTURERS  HANOVER 

The  Financial  Source?"  Worldwide. 


Member  FDIC 


EDO  President  Gerald  Albert 

"The  one  thing  we're  not  going  to  do  is  make  an  acquisition  where  we're  betting  the  company. 


Louie  Psihoyos'Contact 


Treasury  bills  and  commercial  paper, 
EDO's  cash  earned  a  pretax  return  of 
$10  million  last  year  in  interest  in- 
come—roughly 10.5%,  vs.  a  25%  pre- 
tax return  on  total  capital.  EDO's 
problem  won't  kill  the  company,  but 
if  stockholders  want  Treasury  bills, 
they  can  buy  them  with  their  own 
money.  They  don't  need  EDO  to  do  it 
for  them. 

"They  have  had  plenty  of  time  to 
make  an  acquisition,"  chastens  Ger- 
ald Odening  of  Shearson  Lehman 
Brothers.  Solar  EDO  has  spent  just  $5 
million  buying  three  outfits  that  add 
to  EDO's  operations  in  piezoceramics 
(substances  that  produce  electricity 
when  physically  stressed),  navigation- 
al mapping  systems  and  military  con- 
trol systems. 

The  company's  fiscal  caution  con- 
trasts with  a  far  bolder  approach  to 
EDO's  basic  business.  EDO  was 
founded  in  1925  by  aviation  enthusi- 
ast Earl  Dodge  Osborn.  The  com- 
pany's first  successful  product  was 
pontoons  for  seaplanes.  Osborn 
dropped  out  of  active  management  af- 
ter World  War  II,  leaving  EDO  to  be 
run  by  some  executives  hired  from 
Bendix. 

The   Bendix    executives    launched 


EDO  in  the  defense  electronics  busi- 
ness. But  it  wasn't  until  the  Seventies 
that  EDO  finally  elbowed  its  way  into 
the  large,  profitable  contracts.  How 
does  unknown  EDO  manage  to  com- 
pete with  big  military  contractors  like 
General  Electric  or  Raytheon?  By 
gambling  on  a  speculative  research 
project  without  any  assurance  of  get- 
ting a  contract. 

For  example,  the  Navy  had  already 
awarded  a  contract  to  produce  an  ad- 
vanced passive  sonar  system  to  detect 
submarines.  But  EDO  told  the  Navy  it 
could  deliver  an  alternative  system 
faster  and  cheaper.  "We  went  to  the 
Navy  and  said,  'We  have  this  idea,  and 
we'll  put  up  the  money  to  give  you  a 
feasibility  unit  if  you  agree  to  test 
it,'  "  says  Albert. 

The  ploy  paid  off.  Nine  months  lat- 
er EDO  delivered  the  test  unit,  and 
the  Navy  agreed  to  buy  two  EDO  sys- 
tems for  training  until  the  competi- 
tor's system  was  delivered.  The  com- 
petitor was  delayed.  Now  the  Navy's 
40  FF-1052-class  destroyers  are  outfit- 
ted with  EDO  sonar  systems.  In  addi- 
tion EDO  has  a  $66  million  backlog 
remaining  on  its  contract  for  ejection 
release  units  used  to  release  bombs  or 
fuel  tanks  on  NATO's  Tornado  air- 


craft. That  work  should  last  through 
1987.  And  EDO  is  the  country's  only 
producer  of  helicopter-towed  magnet- 
ic minesweepers. 

EDO  stayed  afloat  by  aggressively 
expanding  out  of  general  aviation.  By 
1982  losses  from  the  slump  in  the 
single-engine  aircraft  business  forced 
EDO  to  unload  its  operations  that 
made  automatic  flight  control,  navi- 
gation and  communication  systems. 
That  move  produced  a  $9  million 
writeoff  in  1982  and  a  $1.7  million 
loss  for  the  year. 

But  the  success  in  military  saks  has 
hazards  of  its  own.  For  example,  EDO 
marks  up  components  purchased 
from  other  producers — an  industry 
practice  being  questioned  by  Con- 
gress, which  could  make  the  Penta- 
gon buy  parts  directly  from  producers. 

And  then  there's  all  that  cash.  In  a 
world  overpopulated  with  fast-grow- 
ing companies  starved  for  cash,  it  is 
ironic  that  EDO  can't  figure  out  what 
to  do  with  the  stuff. 

EDO  may  feel  as  though  prosperity 
has  arrived.  But  the  company  has  to 
look  forward  to  keep  growing.  In  the 
meantime  the  investing  public  has  to 
look  on  EDO's  cash  hoard  as  a  mixed 
blessing.— Laura  R.  Walbert 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels .  z^^1  m  i?  na  (i^r 

Plus,  you  get  Guest  Quarters'  answer  to  room        l|(^njjll[g^^^]| 
service:  Suite  Service.  We  can  serve 


you  a  gourmet  dinner,  cater  your  party 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 
have  never  stayed  at  Guest 
Quarters  before,  will  never 
stay  anyplace 


It'll  free 


(0  424-2900 

■hington.  DC,  call  861-6610 
<■*  your  travel  consultant 


WASHINGTON,  DC  HOUSTON,  TX        ATLANTA,  GA 

801  New  Hampshire  Ave   N  W  5353  Weslheimer  Rd.  II I  Perimeter  Center  West 

2500  Pennsylvania  Ave  NW  7000  Roswell  Rd 

ALEXANDRIA,  VA      GREENSBORO,  NC       TAMPA,  FL  CHARLOTTE,  NC 

100  S  Reynolds  St  5929  W  Friendly  Ave  555  N  Westshore  Blvd  6300  Morrison  Blvd 


Who  Gets  The  Most  Pay 


This  years  compensation  rankings  show  133  CEOs, 

young  and  old,  entrepreneurs  and  corporate  staffers, 

who  made  $1  million  or  more — plus  652  who 

didnt  make  a  million  but  did  okay. 


Who  made  what 
at  the  top  in 
U.S.  business 
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aid  out  on  these  pages  is  the 
most     comprehensive     and 


I 

H   ■    meaningful  survey  of  chief  executive  pay  pub 

!■    lished  anywhere.  Forbes'  survey  lists  CEO  pay  for 

85  Forbes  500s  companies  in  42  industry  groupings  cov- 

red  in  the  Annual  Report  on  American  Industry,  compared 

ith  Business  Week's  259  companies  in  7  categories.  We 

ublish  data  for  150  banks  vs.  BWs  18  and  for  51  retailers  vs. 

W's  5.  In  fact,  four  of  the  ten  top-paid  chiefs  on  the  Forbes 

st  don't  makejBWs  survey  at  all.  Small  wonder  then  that 

lany  business  academics  and  consultants  rely  on  Forbes 

ata  for  their  studies  of  executive  compensation. 

The  Forbes  survey  was  expanded  this  year  to  bring  more 

leaning  to  these  numbers.  Consider  the  chart  of  medians 

b  page  117  that  relates  CEOs'  compensation  to  their 

iusiness  backgrounds.  Note,  for  example,  that  CEOs  with 

V  background  in  retailing — traditionally  thought  to  be  a 

j!)W-paying  industry — scored  the  second-highest  median 

(.ay,  $756,000.  Experience  in  investments,  marketing  and 

t  perations  also  paid  high  returns  to  their  executives.  On 

lie  other  hand,  CEOs  with  production,  technical,  insur- 

lice  and  banking  backgrounds  earned  the  least — all  below 

[[$562,000  median. 

I  The  fact  that  journalism,  of  all  things,  should  be  the 
Background  sporting  the  highest  median — $1.5  million — 
I  surely  an  anomaly,  the  result  of  only  three  CEOs  with 
rriting  backgrounds.  You  probably  have  a  greater  chance 
ft  making  big  money  in  media  by  going  the  Dan  Rather 
|iute  than  by  traveling  the  reporter-to-corporate-manager 
piths  of  Dow  Jones'  Warren  Phillips  or  Gannett's  Allen 
Ifeuharth,  each  of  whom  made  over  $1.5  million  last  year. 
I  Corporate  turnaround  artists  joined  equity-rich  entre- 
preneurs among  the  best-paid  chief  executives'  rankings 
Rst  year.  Miracle  workers  Lee  Iacocca  and  Sanford  Sigoloff 
larned  $5.5  million  and  $5.3  million,  respectively,  for 
Itieir  big  jobs  in  turning  around  Chrysler  and  Wickes.  That 
Irjmpensation  ranked  them  not  far  behind  the  company 
Blunders  who  took  down  the  top  four  paychecks  of  1984: 
1.  Boone  Pickens  of  Mesa  Petroleum  ($22.9  million),  Da- 
lid  Jones  of  Humana  Inc.  ($17.9  million),  Charles  Lazarus 
It  Toys  "R"  Us  ($11.1  million)  and  Data  General's  Edson 
fc.  de  Castro  [$7.9  million). 

I  Those  high  numbers,  of  course,  often  reflect  bonuses 
Kid  stock  options  for  performance  over  the  long  haul.  Take 
lumana's  CEO  Jones.  All  but  $800,000  of  his  $17.9  mil- 
Ion  in  total  compensation  comes  from  exercising  stock 
fctions,  some  dating  as  far  back  as  1971.  For  Jones  it  was  a 
Kward  for  building  the  largest  and  most  profitable  corpo- 
Ktion  in  hospital  management,  with  earnings  of  $200 
Bullion  and  more  than  42,000  employees. 
I  We're  not  sure  if  it's  an  advertisement  for  job-hopping, 
Kit  the  figures  suggest  length  of  service  may  mean  less  than 


By  John  A.  Byrne 


Length  of  service 

Number  of  CEOs 
in  group 

Median 
remuneration 

1  year 

19 

$350,000 

2  to  5  years 

41 

529,000 

6  to  10  years 

74 

498,000 

11  to  20  years 

156 

588,000 

Over  20  years 

495 

579,000 

it  once  did.  Executives  with  2  to  5 
— _  years'  service  with  their  present  com- 
panies earned  a  median  $529,000,  more  than  those  with  6  to 
10  years  on  the  job.  Still,  company  loyalty  is  not  out  of 
fashion;  495  CEOs  had  put  in  more  than  20  years  with  their 
companies,  and  they  earned  a  median  $579,000  each. 

Increasingly,  though,  corporate  types  are  paid  more  like 
entrepreneurs.  More  companies  than  ever  have  adopted 
pay-for-performance  plans  laden  with  stock  options  for 
jobs  well  done.  That's  one  reason  a  record  133  of  the  785 
chief  executives  in  our  survey  made  $1  million  or  more 
last  year — compared  with  103  members  of  the  Millionaire 
club  the  year  earlier,  out  of  a  total  of  805  executives. 

Age  helps,  too.  The  65-year-old-and-over  CEOs  (there 
are  82  of  them  in  this  survey)  got  the  highest  median  pay, 
$672,000.  Those  under  40  (only  5  make  it)  earned  the 
lowest  median  pay,  $414,000. 


Often  obscured  in  the  continuing  debate  over  pay  for 
performance  is  that  what  you  make  frequently  depends  on 
how  much  you  manage.  Chief  executives  of  $5  billion 
(sales)  firms  earned  a  median  of  $902,000,  compared  with 
$337,000  for  CEOs  of  companies  under  $500  million  in 
sales.  In  every  case,  pay  went  up  when  sales  were  higher. 
Still,  you  have  to  deliver  the  goods.  In  at  least  29  compa- 
nies, when  profits  fell,  year  to  year,  so  did  the  chief 
executive's  salary  and  bonus. 

Remember,  too,  that  these  figures  are  for  chief  execu- 
tives only.  Sometimes  the  boss  doesn't  bring  home  the 
biggest  paycheck.  MCA  Chief  Lew  Wasserman's  $530,000 
compensation  last  year  was  peanuts  next  to  President 
Sidney  Sheinberg's  $4.6  million.  Sheinberg  benefited  from 
the  exercise  of  a  bunch  of  incentive  stock  plans.  ■ 


What  the  numbers  mean 

Salary  and  bonus: 

Salary  and  bonus,  whether  paid  in  cash  or  deferred, 
as  well  as  directors'  fees  and  commissions. 

Other: 

Payments  made  under  long-term  compensation 
plans,  restricted  stock  awards  vested  or  released 
from  restrictions  in  1984,  thrift  plan  contributions 
and  other  benefits. 

Stock  gains: 

Net  value  realized  in  shares  or  cash  from  the  exercise 
of  stock  options  and/or  stock  appreciation  rights 
granted  in  prior  years. 

Rank  in  industry: 

Each  chief  executive's  total  compensation  is  ranked 
relative  to  that  of  others  in  the  industry  group. 
Industry  group  codes  follow  company  names  and  are 
identified  on  page  153. 


Age  grouping 

Number  of  CEOs 
in  group 

Median 
remuneration 

Under  40 

5 

$414,000 

40  to  49 

91 

506,000 

50  to  64 

607 

569,000 

65  and  over 

82 

672,000 

1 
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Who  Gets  The  Most  Pay 

^^^^M     1 

1 

Ranked  by  industry 

U.S.  business  is  not  a  level  playing  field  when  it  comes  to    as  telecommunications  and  computers  rank  in  between.  List 
paying  the  boss.  Tobacco  CEOs  make  roughly  five  times  the    ed  below  are  42  industries*  with  median  pay  and  the  highest 
pay  of  those  in  electric  utilities,  while  such  growth  industries    and  lowest-paid  CEO  for  each. 

Industry/number  of  companies 

Median 

total                 

compensation 

($000)               company 

Highest  paid 
-total  compensation 

executive 

amount 
($000) 

1 

company 

Lowest  paid 

executive 

amoun 
($000) 

Tobacco/3 

1,081 

Philip  Morns 

Hamish  Maxwell 

1,272 

US  Tobacco 

Louis  F  Bantle 

1,07< 

Beverages/5 

1,050 

Coca-Cola 

Roberto  C  Goizueta 

1,767 

General  Cinema 

Richard  A  Smith 

52; 

Aerospace  and  defense/12 

1,000 

E-Systems 

John  W  Dixon 

2,566 

Grumman 

John  C  Bierwirth 

53( 

Diversified  companies/37 

971 

Utd  Technologies 

Harry  J  Gray 

2,173 

Berkshire  Hathaway 

Warren  E  Buffett 

1<H 

Petroleum/34 

928 

Mesa  Petroleum 

T  Boone  Pickens  Jr 

22,956 

Charter 

Alexander  P  Zechella 

51 

Healthcare/31 

871 

Humana 

David  A  Jones 

17,921 

Shared  Medical  Sys 

R  James  Macaleer 

28« 

Packaging/5 

855 

American  Can 

William  S  Woodside 

1,802 

Crown  Cork  &.  Seal 

John  F  Connelly 

23; 

Financial  services/ 12 

839 

Phibro-Salomon 

John  H  Gutfreund 

2,339 

Telerate 

Neil  S  Hirsch 

3W 

Electrical  equipment/5 

820 

Emerson  Electric 

Charles  F  Knight 

2,126 

Square  D 

Dalton  L  Knauss 

481 

Service  transportation/ 16 

806 

Burlington  Northern  Richard  M  Bressler 

1,516 

McLean  Inds 

Malcolm  P  McLean 

25< 

Industrial  machinery/ 1 1 

782 

Colt  Industries 

David  I  Margolis 

1,667 

Tecumseh  Products 

Kenneth  G  Herrick 

19; 

Publishing/ 14 

778 

Dun  &  Bradstreet 

Harrington  Drake 

2,434 

American  Greetings 

Irving  I  Stone 

25f 

Office  equipment/2 

764 

Xerox 

David  T  Kearns 

918 

Pitney  Bowes 

George  B  Harvey 

61 

Food  processors/28 

747 

Ralston  Purina 

William  P  Stintz 

3,057 

United  Brands 

Carl  H  Lindner 

3' 

Consumer  products/ 17 

709 

Kimberly-Clark 

Darwin  E  Smith 

1,560 

Maytag 

Daniel  J  Krumm 

40- 

Telecommunications/ 1 8 

697 

Digital  Switch 

James  L  Donald 

1,704 

Western  Union 

Robert  S  Leventhal 

1' 

Metals/ 16 

696 

NVF 

Victor  Posner 

4,488 

Asarco 

Ralph  L  Hennebach 

371' 

Automobiles  and  trucks/9 

683 

Chrysler 

Lee  A  Iacocca 

5,510 

American  Motors 

Jose  J  Dedeurwaerder 

28' 

Leisure  and  recreation/ 12 

672 

Brunswick 

Jack  F  Reichert 

964 

Polaroid 

William  J  McCune  Jr 

37! 

Computers/ 17 

670 

Data  General 

Edson  D  de  Castro 

7,966 

Intergraph 

James  W  Meadlock 

17' 

Chemicals/17 

667 

Rohm  &  Haas 

Vincent  L  Gregory  Jr 

1,885 

Stauffer  Chemical 

H  Barclay  Morley 

37 

Building  materials/ 10 

657 

Vulcan  Materials 

W  Houston  Blount 

924 

Armstrong  World  Inds 

Joseph  L  Jones 

V 

Automotive  suppliers/12 

637 

Eaton 

E  Mandell  de  Windt 

2,260 

Snap-On  Tools 

William  B  Rayburn 

42 

Paper/ 17 

626 

Boise  Cascade 

John  B  Fery 

1,937 

Consolidated  Papers 

George  W  Mead 

29?'+- 

Broadcasting/5 

600 

CBS 

Thomas  H  Wyman 

1,180 

Tele-Communications 

John  C  Malone 

32    ~ 

Apparel/4 

595 

VF 

Lawrence  R  Pugh 

1,318 

United  States  Shoe 

Philip  G  Barach 

38  ~ 

General  retailers/16 

589 

Sears,  Roebuck 

Edward  R  Telling 

2,131 

Wal-Mart  Stores 

Sam  M  Walton 

33'  "p 

Textiles/2 

582 

Collins  &  Aikman 

Donald  F  McCullough 

634 

Burlington  Inds 

William  A  Klopman 

53.  r 

Electronics/ 14 

572 

Avnet 

Anthony  R  Hamilton 

3,851 

Perkin-Elmer 

Horace  G  McDonnell 

r       30'  £ 

Specialty  retailers/ 18 

562 

Toys  "R"  Us 

Charles  Lazarus 

11,070 

Petrie  Stores 

Milton  J  Petrie 

15'  \ 

Natural  gas  utilities/25 

518 

Peoples  Energy 

Eugene  A  Tracy 

911 

Questar 

R  D  Cash 

11   1 

Oilfield  drillers  and  services/6 

514 

Baker  International 

Ernest  H  Clark  Jr 

1,304 

Dresser  Inds 

John  J  Murphy 

25   - 

Heavy  equipment/2 

511 

Caterpillar  Tractor 

Lee  L  Morgan 

669 

Deere 

Robert  A  Hanson 

»!1 

Supermarkets/ 17 

506 

Great  A&.P  Tea 

James  Wood 

1,518 

Circle  K                 , 

Karl  Eller 

16i  | 

Build        4 

504 

Amer  Continental 

Charles  H  Keating 

958 

Fluor 

David  S  Tappan  Jr 

40    » 

Insurance/28 

503 

First  Executive 

Fred  Carr 

4,465 

Kemper 

Joseph  E  Luecke 

16    t 

Services/ 16 

503 

Transworld  Corp 

L  Edwin  Smart 

893 

Shoney's 

R  L  Danner 

18  ^ 

Air  transport/ 13 

452 

Southwest  Airlines 

Herbert  D  Kellcher 

1,969 

Republic  Airlines 

Daniel  F  May 

20     ' 

Banks/ 150 

413 

City  National 

Bram  Goldsmith 

3,170 

First  Florida  Banks 

A  Bronson  Thayer 

Coal/1                                                             410 

Pittston                        Paul  W  Douglas 

410                      — 

— 

Thrift  icstitutions/33                                   348 

CityFed  Financial        Gilbert  G  Roessner 

1,628      United  Financial 

Charles  E  Hurwitz                 1 

Electric  utilities/71                                       277 

Pacific  Gas  &  Elec      Frederick  W  Mielke  Jr 

638      Iowa-Illinois  G&E 

Barry  C  O'Brien                    14: 

'Forbes,  in  it-.  Annual  Report  on  American  Industry 
primary  industry 

Qan  14,  l')HS).  lists  companies  in  as  many  as  three 

ndustries  Thn  nigh)  lUt  these  tables. 

-oKBis  ranks  CEOs'  compensatii in  9 

; 

116 

FORBES,  JUNE  3, 

«■ 


WtK 


Who  Gets  The  Most  Pay 


Career  paths 

This  chart  ranks  median  compensation  by  business 
background  of  the  CEO.  Aside  from  journalism,  sure- 
ly an  anomaly,  the  surprise  is  pay  in  retailing. 

CEOs  business  background/number  of  CEOs  in  group 

III                 1                1                1                1 

Journalism/3 

Retailing/21 

Investments/ 10 

Marketing/66 

Operations/80 

1 

Finance/121 

Sales/20 

1 

Legal/67 

Administration/98 

Founder/47 

Production/9 

Technical/95 

Insurance/19 

Banking/ 129   | 

I 

0.0           0.2            0.4           0.6            0.8            1.0             1.2             1.4            1.6 
Median  remuneration  (Smillions) 

More  is  more 


Search  for  size,  as  well  as  excellence.  The  bigger  a 
company's  volume  of  sales,  as  this  chart  shows,  the 
greater  its  chief  executive's  total  compensation. 


Sales  grouping/number  of  CEOs  in  group 


i r~ 

Total  roster/785 


Sales  under  $500  million/1 19 


Sales  $500  million  to  $1  billion/ 122 


Sales  $1  billion  to  $5  billion/414 


Sales  over  $5  billion/ 130 


200         300  400         500  600         700 

Median  remuneration  (Sthousands) 


900 


Who  makes  What  (companies 

listed  alphabetically) 

lk              Company/industry  group 

Chief  executive/age 

Compensation  ($000 

Rank  in 
industry 

Tenure 

with 
firm 

[years) 

as 
CEO 

Business 
background 

salary  and 
bonus 

other 

stock 
gains 

total 

1                 Abbott  Laboratories/21 

Robert  A  Schoellhorn/56 

921 

3 

— 

924 

15  of 

31 

11 

6 

Technical 

>                       Advanced  Micro/ 18 

Walter  J  Sanders  111/48 

874 

73 

— 

948 

3  of 

14 

16 

16 

Founder 

7                     Aetna  Life  &  Cas/24 

James  T  Lynn/58 

477 

17 

— 

494 

15  of 

28 

7 

1 

Legal 

1               Affiliated  Bkshs  Colo/  6 

Leo  Hill/61 

224 

18 

23 

265 

130  of  150 

21 

2 

Administration 

I                           HF  Ahmanson/41 

Richard  H  Deihl/56 

631 

— 

113 

745 

4  of 

33 

35 

1 

Banking 

1                  Air  Prods  &  Chems/ 11 

Edward  Donley /63 

755 

13 

— 

769 

8  of 

17 

42 

11 

Technical 

I                               Albertson's/37 

Warren  E  McCain/59 

570 

22 

503 

1,095 

2  of 

17 

33 

8 

Operations 

'                            Alco  Standard/31 

Ray  B  Mundt/56 

739 

22 

— 

761 

6  of 

17 

15 

5 

Operations 

1              Alexander  &  Baldwin/38 

Robert  J  Pfeiffer/65 

719 

97 

146 

961 

6  of 

16 

25 

5 

Operations 

'.                                Alleghany/26 

Fred  M  Kirby/66 

539 

355 

— 

894 

3  of 

16 

27 

17 

Investment 

)                          Allegheny  Intl/ 15 

Robert  J  Buckley ,61 

1,004 

8 

— 

1,011 

18  of 

37 

13 

10 

Operations 

i                      Allegheny  Power/ 16 

'Charles  B  Finch/65 

325 

— 

— 

325 

23  of 

71 

31 

13 

Legal 

Allied  Bancshares/  b 

Gerald  H  Smith/54 

194 

29 

— 

223 

139  of  150 

26 

13 

Banking 

Allied  Corp/ 15 

Edward  L  Hennessy  Jr/57 

1,100 

20 

132 

1,252 

11  of 

37 

6 

6 

Finance 

Allied  Stores/34 

Thomas  M  Macioce/66 

850 

28 

- 

8782 

8  of 

16 

25 

13 

Legal 

Alltel/39 

Weldon  W  Case/64 

378 

— 

- 

378 

15  of 

18 

25 

24 

Operations 

Alcoa/26 

Charles  W  Parry/60 

740 

22 

— 

762 

7  of 

16 

37 

2 

Operations 

AMAX/26 

Pierre  Gousseland/63 

630 

23 

- 

653 

9  of 

16 

36 

8 

Technical 

Amerada  Hess/32 

Philip  Kramer/64 

485 

24 

- 

509 

25  of 

34 

16 

3 

Administration 

American  Brands/ 15 

Edward  W  Whittemore/62 

1,135 

30 

197 

1,362 

9  of 

37 

38 

4 

Marketing 

Amer  Broadcasting/  8 

Leonard  H  Goldenson/79 

962 

11 

— 

973 

2  of 

5 

51 

35 

Legal 

American  Can/30 

William  S  Woodside/63 

1,040 

4 

758 

1,802 

lof 

5 

35 

5 

Operations 

American  Continental/  9 

Charles  H  Keating  Jr/62 

922 

36 

— 

958 

lof 

4 

9 

9 

Legal 

American  Cyanamid/11 

George  J  Sella  Jr/56 

788 

13 

24 

825 

7  of 

17 

30 

2 

Operations 

American  Electric/ 16 

Willis  S  White  Jr/58 

431 

9 

— 

440 

9  of 

71 

36 

9 

Technical 

i:  For  explanation  of  industry  group  rankings,  see  page  153      'Succeeded  by  KJaus 

Bergman 

,  4/1/85.     2F 

igures  are  for  yeai 
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INTRODUCE 

THE  NEXT  STEP  FORWARD  -A  UNIQl 


Recently,  AT&T  Information  Systems 
introduced  a  product  destined  to  set  a 
new  standard  for  business  computers. 

Its  name:  the  AT&T  UNIX  PC 
Model  7300. 

What  places  this  PC  so  far  out  in 
front?  Extraordinary  power  and  excep- 
tional ease  of  use  and  unsurpassed 
communications  capabilities  and  maxi- 
mum flexibility. 


The  operative  word  is  "and."  No 
other  PC  offers  so  much  at  once.  No 
other  PC  offers  this  high-perform- 
ance combination. 

No  other  PC  even  comes  close. 


POWER 


UNIX  System  V  is  the  key  to  the 
power  of  the  AT&T  UNIX  PC.  (See 


it 


SLfW-fc* 


■nmmrmnr 


HE  ART  UNIX  PC 

MBINATION  OF  COMPUTER  CAPABILITIES 


x.)  It  allows  you  to  process  more  data 
>ter.  (Not  a  little  more  data  a  little 
>ter.  Lots  more  data  much  faster.) 
And  keep  it  stored.  It's  equipped 
th  512K  RAM  that  can  be  increased 
2MB  with  expan- 
»n  cards.  And  the 
&T  UNIX  PC 
11  store  up  to  20 
jgabytesofdata. 
This  super  power 
■o  lets  you  take 
vantage  of  the 
ilti- tasking  talents 
[UNIX  System  V. 
u  can  perform  a 
mber  of  tasks 
lultaneously  on 
many  as  12  active  windows. 


WHY  UNIX  SYSTEM  V  ON  A  PC 

Ease  of  use  and  power.  Originally 
developed  by  AT&T  Bell  Laboratories 
for  internal  use,  UNIX  System  V  has 
earned  a  reputation  as  the  operating 
system  favored  by  computer  pros. 
It  offers  performance  features,  multi- 
tasking capabilities,  virtual  memory, 
security,  and  software  portability 
unheard  of  in  a  PC.  That  is,  until  the 
AT&T  UNIX  PC. 


EASE 


You  might  think  that  a  PC  able 
to  perform  such  varied  and  compli- 
cated tasks  would  itself  be  compli- 
cated. 


Not  so.  We  went  to  a  lot  of  time  and 
ti-ouble  so  you  won't  have  to.  Even  a 
novice  can  learn  to  use  the  AT&T 
UNIX  PC  in  a  matter  of  hours,  thanks 
to  features  such  as  a  simplified  key- 
board. A  three-but- 
ton mouse  and  help 
function. 

And  the  User 
Interface— an  elec- 
tronic office  mana- 
ger that  works  the 
way  you  work. 
Using  words  that 
you  use:  clipboard, 
file  cabinet,  tele- 
phone, and  waste- 
basket,  for  example. 
The  AT&T  UNIX  PC  proves  that  it 
can  be  as  easy  as  apple  pie.  Or  the 
Apple*  Macintosh**  for  that  matter. 

COMMUNICATIONS 

When  is  a  PC  more  than  a  PC? 
When  it's  able  to  integrate  voice  and 
data  communications.  Something  the 
AT&T  UNIX  PC  does  far  better  than 
any  of  its  competitors. 

You'll  be  able  to  use  your  computer 
to  handle  interruptions  without  effort. 
And  a  built-in  modem  lets  you  send 
data  over  phone  lines. 

Not  surprisingly  for  an  AT&T  product, 
your  phone  plays  a  starring  role.  Easy- 
to-use  communications  features  include 
speed  calling,  call  history,  call  timer, 
and  call  notes. 

SOFTWARE 

You  won't  have  any  trouble  getting 
started  on  the  AT&T  UNIX  PC.  Many 
programs  are  available,  all  ready  to 
meet  your  business  needs. 


They  include  the  AT&T  Business 
Accounting  System.  Packages  for  day- 
to-day  business  needs  such  as  word 
processing,  financial  spreadsheets,  and 
business  graphics.  And  to  drop  just  a 
few  of  the  well-known  names  that  can 
run  on  the  AT&T  UNIX  PC-Multiplan; 
dBase  III;*  and  Microsoft'"  Word. 

Or  you  can  design  your  own  pro- 
grams with  our  Systems  Program- 
ming Software.  The  AT&T  UNIX  PC 
is  on  speaking  terms  with  the  most 
popular  programming  languages: 
FORTRAN,  C,  COBOL,  and  BASIC. 

That's  just  for  starters.  Many  more 
are  on  the  way. 

THE  COMPUTERS  WITH 
THE  FUTURE  BUILT  IN 

Where  you  go  tomorrow  will  be 
determined  in  part  by  computer  choices 
made  today. 

So  we  designed  the  AT&T  UNIX  PC 
to  be  as  flexible  and  compatible  as  pos- 
sible. To  help  you  keep  your  options 
open,  your  growth  unrestricted.  With 
expansion  slots  and  industry  standard 

And  the  AT&T  STARLAN  Network- 
a  low-cost,  high-speed  local  area  net- 
work that's  easy  to  install  using  exist- 
ing telephone  wiring.  To  integrate 
many  kinds  of  computers,  including 
those  running  on  UNIX  System  V  and 
MS-DOS! 

No  wonder  we  call  this  a  computer 
with  the  future  built  in.  Your  future 
built  in. 

And  why  you'll  call  the  AT&T  UNIX 
PC  the  right  choice. 

For  more  information,  call  your  AT&T 
Information  Systems  Account  Exec- 
utive, visit  an  authorized  AT&T  dealer, 
or  call  1-800-247-1212. 


AT&T 

The  right  choice. 
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backgro 


85 

American  Express/ 19 

fames  D  Robinson  III  49 

1,224 

— 

— 

1,224 

3  of    12 

14 

8 

Finat  1 

534 

American  Fletcher/  6 

Frank  E  McKinney  Jr/46 

342 

5 

67 

413 

75  of  150 

17 

12 

Bank 

187 

American  General  24 

Harold  S  Hook/53 

829 

30 

— 

859 

4  of    28 

14 

6 

Insuran 

714 

American  Greetings/33 

Irving  I  Stone/76 

250 

— 

— 

250 

14  of    14 

61 

25 

Administrat  ; 

74 

American  Home  Products/21 

John  W  Culligan/68 

975 

325 

— 

1,300 

10  of    31 

48 

4 

Market 

347 

American  Hospital/21 

Karl  D  Bays/51 

622 

- 

— 

622 

23  of    31 

26 

14 

, 

230 

American  Info  Tech/39 

William  L  Weiss/56 

745 

54 

— 

799 

6  of    18 

34 

1 

Operati-  < 

75 

American  Intl  Group/24 

Maurice  R  Greenberg/60 

750 

— 

547 

1,297 

2  of    28 

24 

18 

Insura; 

221 

American  Medical/21 

Royce  Diener/67 

810 

- 

— 

810 

19  of    31 

15 

9 

Fina 

681 

American  Motors/  4 

Jose  J  Dedeurwaerder/52 

279 

6 

— 

285 

9  of      9 

3 

1 

Operati 

588 

American  Natl  Ins/24 

Orson  C  Clay/54 

312 

54 

— 

367 

23  of    28 

14 

7 

Administrat  ^ 

269 

American  Natural  Res/27 

'Arthur  R  Seder  Jr/65 

610 

21 

104 

735 

5  of    25 

25 

8 

J 

613 

American  Petrofina/32 

Paul  D  Meek/54 

335 

12 

— 

347 

31  of    34 

29 

2 

Techn 

340 

American  President/38 

Wilbur  B  Seaton/60 

609 

21 

— 

630 

13  of    16 

15 

2 

Fina 

325 

American  S&L  Fla/41 

Morris  N  Broad/50 

334 

— 

316 

650 

5  of    33 

28 

20 

Fina 

605 

American  Security/  6 

4W  Jarvis  Moody/57 

352 

— 

— 

352 

96  of  150 

21 

5 

Bank' 

79 

American  Standard/38 

William  A  Marquard/65 

855 

85 

323 

1,263 

2  of    16 

32 

13 

Operati;; 

323 

American  Stores/35 

Lennie  S  Skaggs/61 

653 

— 

— 

653s 

8  of    18 

40 

19 

Retail- 

86 

American  Tel  &  Tel/39 

Charles  L  Brown/63 

990 

229 

— 

1,218 

3  of    18 

39 

6 

Operati  1 

648 

AmeriTrust/  6 

Jerry  V  Jarrett/53 

302 

18 

— 

320 

111  of  150 

11 

1 

Bank 

471 

Amfac/15 

Myron  Du  Bain/62 

450 

27 

— 

477 

33  of    37 

2 

2 

Insura,1 

107 

Amoco/32 

Richard  M  Morrow/59 

838 

38 

208 

1,084 

9  of    34 

37 

1 

Techn: 

425 

AMP/ 18 

Walter  F  Raab/61 

413 

114 

— 

527 

11  of    14 

32 

3 

Fina 

78 

AMR/  2 

'Albert  V  Casey/65 

475 

- 

790 

1,265 

2  of    13 

11 

11 

Fina 

553 

AmSouth  Bancorp/  6 

John  W  Woods/53 

399 

— 

— 

399 

82  of  150 

15 

13 

Ban! 

526 

Anderson,  Clayton/20 

7Thomas  J  Barlow/63 

411 

9 

— 

421 

21  of    28 

39 

18 

Operatir 

100 

Anheuser-Busch  Cos/  7 

August  A  Busch  HI/48 

1,106 

1 

— 

1,107 

2  of      5 

28 

10 

Operate 

714 

Apollo  Computer/ 13 

Thomas  A  VandersIice/53 

250 

— 

— 

250 

16  of    17 

1 

1 

Administrat 

20 

Apple  Computer/ 13 

John  Sculley/46 

2,164 

— 

175 

2,339 

4  of    17 

2 

2 

Markev 

263 

Archer  Daniels/20 

Dwayne  O  Andreas/67 

741 

— 

— 

741 

15  of    28 

14 

14 

Fina 

184 

Arizona  Bancwest/  6 

Donald  B  Tostenrud/60 

404 

8 

455 

866 

11  of  150 

25 

7 

Ftm 

587 

Arizona  Public  Svc/16 

Keith  L  Turley/62 

357 

10 

— 

367 

15  of    71 

33 

11 

Administra  jl 

330 

Arkla/27 

"Edward  Sheffield  Nelson/44 

550 

14 

79 

643 

7  of    25 

21 

12 

L 

476 

Armco/26 

'Harry  Holiday  Jr/61 

452 

19 

— 

471 

12  of    16 

36 

6 

Operati: 

582 

Armstrong  World  Inds/10 

Joseph  L  Jones/62 

362 

1 

8 

371 

10  of    10 

37 

1 

Operant; 

584 

Asarco/26 

Ralph  L  Hennebach/65 

370 

— 

— 

370 

16  of    16 

43 

3 

Techn  1 

501 

Ashland  Oil/32 

John  R  Hall/52 

425 

18 

— 

444 

26  of    34 

27 

3 

Techn 

331 

Associated  Dry  Goods/34 

Joseph  H  Johnson/63 

510 

— 

132 

642 

14  of    16^ 

8 

1 

Opera©! 

692 

Atlantic  Bancorp/  6 

Billy  J  Walker/54 

262 

— 

14 

276 

127  of  150 

36 

9 

Ban) 

743 

Atlantic  City  Elec/16 

'"John  D  Feehan/56 

205 

— 

— 

205 

57  of    71 

32 

12 

Techn 

131 

Atlantic  Richfield/32 

William  F  Kieschnick/62 

825 

37 

145 

1,008 

14  of    34 

38 

3 

Techn  1 

307 

Automatic  Data  Proc/36 

Josh  S  Weston/56 

365 

— 

305 

670 

3  of    16 

14 

2 

Operat 

12 

Avnet/18 

Anthony  R  Hamilton/60 

1,049 

282 

2,520 

3,851 

lof    14 

28 

5 

Marke-j 

204 

Avon  Products/ 14 

Hicks  B  Waldron/61 

797 

38 

— 

835 

6  of    17 

1 

1 

Marke*] 

!       69 

Baker  International/29 

Earnest  H  Clark  Jr/58 

911 

45 

383 

1,339 

lof      6 

37 

20 

Techr 

NOTE:  For  explanation  (if  industry  group  ranking*,  seepage  153      Succeeded  by  William  TMcCormick  Jr.  5/1/85.     'Succeeded  by  DanielJ  Callahan  III.  1/1/85.     Tiguresare 
year  ended  1/31/84     Succeeded  bv  Robert  L  Crandall,  3/1/85.     "Succeeded  by  W  Fenton  Guinee.  2/1/85.     "Succeeded  by  Thomas  F  McLarry,  3/1/85.     9Succeeded  by  Robe  j 
Boni,  2/1/85.     '"Succeeded  by  E  Douglas  Huggard,  4/23/85. 
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4 

Bally  Manufacturing/25 

Robert  E  Mullane  Jr/53 

592 

72 

— 

665 

7  of    12 

12 

5 

Administration 

7 

Baltimore  Gas  &  Elec/16 

Bernard  C  Trueschler/62 

338 

36 

— 

374 

13  of    71 

37 

5 

Technical 

3 

Bone  One/  6 

John  B  McCoy/42 

414 

— 

— 

414 

74  of  150 

18 

1 

Banking 

1 

Banco  Popular  PR/  6 

Rafael  Carrion  Jr/70 

209 

43 

- 

251 

134  of  150 

52 

28 

Banking 

2 

BancOklahoma/  6 

Leonard  J  Eaton  Jr/50 

304 

29 

— 

333 

106  of  150 

13 

6 

Banking 

8 

Bancorp  Hawaii/  6 

Frank  J  Manaut/61 

325 

12 

— 

338 

103  of  150 

34 

4 

Banking 

1 

Bank  of  Boston/  6 

William  L  Brown/63 

519 

43 

— 

562 

39  of  150 

36 

2 

Banking 

7 

Bank  of  New  England/  6 

Peter  H  McCormick/49 

288 

5 

— 

293 

117  of  150 

21 

1 

Banking 

8 

Bank  of  New  York/  6 

John  Carter  Bacot/52 

680 

— 

— 

680 

26  of  150 

25 

3 

Finance 

3 

Bank  of  Virginia/  6 

Frederick  Deane  Jr/58 

412 

31 

223 

665 

27  of  150 

31 

11 

Finance 

(i^p^v. 

So  why  did  he  change  the  formula? 

Roberto  Goizueta  of  Coca-Cola  made  $1.77  million  last  year 
Kendall  of  PepsiCo  made  $1.05  million. 

Donalc 

I 

19 

Bank  South/  6 

Robert  P  Guyton/48 

333 

16 

— 

349 

97  of  150 

4 

3 

Banking 

il 

BankAmerica/  6 

Samuel  H  Armacost/46 

629 

— 

- 

629 

30  of  150 

23 

4 

Banking 

13 

Bankers  Trust  NY/  6 

Alfred  Brittain  111/62 

780 

322 

823 

1,925 

2  of  150 

38 

10 

Banking 

14 

Banks  of  Mid-America/  6 

John  W  McLean/63 

284 

— 

— 

284 

124  of  150 

17 

17 

Banking 

,>2 

Bamett  Banks  Fla/  6 

Charles  E  Rice/49 

542 

12 

— 

554 

42  of  150 

19 

5 

Banking 

1* 

Bausch  &  Lomb/21 

Daniel  E  Gill/49 

544 

— 

— 

544 

27  of    31 

6 

4 

Finance 

5>3 

Baxter  Travenol  Labs/21 

Vernon  R  Loucks  Jr/50 

465 

— 

387 

852 

18  of    31 

19 

5 

Marketing 

S'2 

BayBanks/  6 

William  M  Crozier  Jr/52 

320 

20 

39 

379 

90  of  150 

21 

10 

Banking 

Jl7 

Beatrice/20 

James  L  Dutt/60 

1,058 

— 

— 

1,058 

8  of    28 

37 

5 

Administration 

!» 

Becton,  Dickinson/21 

Wesley  J  Howe/64 

620 

87 

— 

708 

20  of    31 

36 

10 

Administration 

Is 

Bell  Atlantic/39 

Thomas  E  Bolger/57 

434 

332 

— 

766 

7  of    18 

42 

1 

Administration 

m 

BellSouth/39 

John  L  Clendenin/51 

538 

17 

— 

555 

14  of    18 

29 

1 

Operations 

79 

Beneficial  Corp/ 19 

Finn  M  W  Caspersen/43 

688 

189 

— 

877 

6  of    12 

13 

8 

Finance 

.64 

Bergen  Brunswig/2 1 

Emil  P  Martini  Jr/56 

633 

31 

756 

1,420 

7  of    31 

33 

16 

Technical 

,S0 

Berkshire  Hathaway/ 15 

Warren  E  Buffett/54 

100 

— 

- 

100 

37  of    37 

20 

15 

Investment 

hi 

Best  Products/35 

Andrew  M  Lewis/39 

414 

— 

— 

414 

14  of    18 

16 

1 

Retailing 

47 

Bethlehem  Steel/26 

Donald  H  Trautlein/58 

487 

15 

— 

502 

11  of    16 

8 

5 

Finance 

37 

Beverly  Enterprises/21 

Robert  Van  Tuyle/72 

470 

115 

1,291 

1,876 

5  of    31 

13 

10 

Administration 

54 

Big  Three  Industries/29 

Harry  K  Smith/73 

309 

5 

— 

314 

5  of      6 

59 

21 

Administration 

,95 

Black  &  Decker/14 

Laurence  J  Farley /49 

625 

- 

225 

850 

5  of    17 

6 

2 

Finance 

45 

Boatmen's  Bancshares/  6 

Donald  N  Brandin/63 

505 

— 

— 

505 

53  of  150 

29 

12 

Banking 

06 

Boeing/  1 

Thornton  A  Wilson/64 

997 

94 

— 

1,091 

5  of    12 

42 

16 

Technical 

32 

Boise  Cascade/31 

John  B  Fery/55 

565 

50 

1,323 

1,937 

lof    17 

28 

12 

Production 

» 

Borden/20 

Eugene  J  Sullivan/64 

792 

220 

259 

1,271 

4  of    28 

39 

5 

Sales 

49 

Borg-Warner/15 

James  F  Bere/62 

730 

— 

881 

1,611 

5  of    37 

24 

13 

Production 

87 

Boston  Edison/ 16 

Stephen  J  Sweeney/56 

282 

— 

— 

282 

34  of    71 

31 

1 

Technical 

88 

Bowater/3 1 

Anthony  P  Gammie/50 

443 

18 

— 

461 

12  of    17 

30 

2 

Production 

23 

Bristol-Myers/21 

Richard  L  Gelb/61 

1,088 

— 

1,117 

2,205 

3  of    31 

35 

13 

Administration 

42 

Brown-Forman/  7 

W  L  Lyons  Brown  Jr/48 

615 

14 

— 

628 

4  of      5 

24 

9 

Marketing 

32 

Brown  Group/  3 

Bernard  A  Bridgewater  Jr/51 

576 

22 

190 

789 

2  of      4 

6 

3 

Administration 

>TT.  ho 

explanation  of  industry  group  rankings,  see  page  153. 
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Bl  Mi 

back  mi 

638 

Browning-Ferris  Inds/36 

Harry  J  Phillips  Sr/55 

325 

- 

- 

325 

14  of 

16 

15 

7 

F  id 

148 

Brunswick/25 

Jack  F  Reichert/54 

699 

265 

— 

964 

lof 

12 

27 

3 

Mai  tit 

34 

Brush  Wellman/26 

Henry  G  Piper/63 

543 

14 

1,359 

1,916 

2  of 

16 

26 

7 

Tec  ic 

421 

Burlington  Inds/40 

William  A  Klopman/63 

440 

90 

— 

530 

2  of 

2 

39 

8 

Mai  tii 

58 

Burlington  Northern/38 

Richard  M  Bressler/54 

1,030 

110 

377 

1,516 

lof 

16 

5 

5 

F  n 

134 

Burroughs/ 13 

W  Michael  Blumenthal/59 

950 

47 

- 

997 

6  of 

17 

5 

4 

Adminis:  i« 

61 

Cabot/32 

Robert  A  Charpie/59 

591 

893 

— 

1,484 

5  of 

34 

16 

16 

Tec  ic 

451 

CalFed/41 

"Robert  R  Dockson/67 

499 

— 

— 

499 

7  of 

33 

16 

12 

Administ  ic, 

702 

California  First  Bk    6 

Yasushi  Sumiya/57 

229 

36 

— 

265 

131  of  150 

4 

4 

B;  ii 

359 

Campbell  Soup/20 

R  Gordon  McGovern/58 

580 

1 

24 

605 

16  of 

28 

29 

4 

Mar  i 

352 

Capital  Cities/33 

Thomas  S  Murphy/60 

535 

77 

- 

612 

11  of 

14 

30 

18 

Administ  1 

246 

Capital  Holding/24 

Thomas  C  Simons/56 

748 

15 

— 

763 

7  of 

28 

7 

7 

Insi  i 

655 

Carolina  Pwr  &  Lt/16 

Sherwood  H  Smith  Jr/50 

304 

7 

— 

311 

25  of 

71 

20 

5 

I 

239 

Carter  Hawley  Hale/34 

Philip  M  Hawley/59 

771 

— 

— 

771 

11  of 

16 

27 

8 

Rei  I 

639 

Carteret  S&L/41 

Robert  B  O'Brien  Jr/50 

324 

- 

— 

324 

20  of 

33 

10 

10 

Ba 

657 

Castle  &  Cooke/20 

Robert  D  Cook/55 

310 

— 

— 

310 

24  of 

28 

7 

1 

Fi  i 

309 

Caterpillar  Tractor/22 

,2Lee  L  Morgan/65 

640 

29 

— 

669 

lof 

2 

39 

7 

Mar)  i 

93 

CBS/  8 

Thomas  H  Wyman/55 

1,165 

15 

- 

1,180 

lof 

5 

5 

5 

Mar  i 

541 

CBT/  6 

Walter  J  Connolly  Jr/56 

408 

— 

— 

408 

77  of  150 

24 

8 

Ba 

43 

Celanese/11 

John  D  Macomber/57 

900 

- 

788 

1,688 

2  of 

17 

12 

7 

Administ  < 

273 

Centel/39 

Robert  P  Reuss/67 

545 

185 

— 

730 

8  of 

18 

12 

12 

Open 

585 

Centerre  Bancorp/  6 

Clarence  C  Barksdale/53 

352 

16 

2 

369 

91  of  150 

26 

7 

Ba 

598 

Central  &  South  West/ 16 

Durwood  Chalker/61 

341 

16 

— 

357 

18  of 

71 

35 

5 

Tecl 

550 

Central  Bancorp/  6 

Oliver  W  Birckhead/63 

400 

— 

— 

400 

80  of  150 

34 

13 

Administi 

685 

Central  Bancshares/  6 

HarTy  B  Brock  Jr/59 

271 

12 

- 

284 

125  of  150 

14 

14 

Fo: 

599 

Central  Fidelity  Banks/  6 

Carroll  L  Saine/5 1 

340 

15 

— 

355 

94  of  150 

28 

4 

Ba: 

762 

Central  111  Pub  Svc/ 16 

Donald  G  Raymer/60 

177 

1 

— 

177 

66  of 

71 

37 

4 

Opera 

517 

Central  Soya/20 

1 'Douglas  G  Fleming/55 

430 

— 

— 

430 

20  of 

28 

31 

5 

563 

Centran/  6 

Wilson  M  Brown  Jr/58 

391 

— 

— 

391 

87  of  150 

6 

4 

Bai 

123 

Champion  Intl/31 

Andrew  C  Sigler/53 

753 

18 

271 

1,042 

3  of 

17 

28 

10 

781 

Charter/32 

Alexander  P  Zechella/64 

50 

— 

— 

5014 

34  of 

34 

5 

1 

Tech 

175 

Chase  Manhattan/  6 

Willard  C  Butcher/58 

820 

70 

— 

889 

10  of  150 

38 

5 

Bai 

225 

Chemical  New  York/  6 

Walter  V  Shipley/49 

625 

181 

— 

806 

.17  of  150 

28 

1 

Bar 

248 

Chesebrough-Pond's/ 1 4 

Ralph  E  Ward/64 

523 

238 

— 

762 

8  of 

17 

38 

17 

Mark 

252 

Chevron/32 

George  M  Keller/61 

696 

57 

- 

753 

20  of 

34 

37 

4 

Tech 

6 

Chrysler/  4 

Lee  Iacocca/60 

1,195 

— 

4,315 

5,510 

lof 

9 

6 

5 

Opera 

483 

Chubb/ 24 

Henry  U  Harder/60 

419 

43 

— 

463 

17  of 

28 

36 

4 

Insui 

169 

Cigna/24 

Robert  D  Kilpatrick/61 

574 

82 

241 

897 

3  of 

28 

3 

3 

Insur 

706 

Cincinnati  G&E/16 

William  H  Dickhoner/63 

215 

44 

— 

259 

42  of 

71 

44 

9 

Techi 

766 

Circle  K/37 

Karl  Eller/57 

167 

- 

- 

167 

17  of 

17 

1 

1 

Marki 

595 

Citadel  Holding/41 

Spencer  Scott/62 

362 

— 

— 

362 

15  of 

33 

39 

15 

Ban 

205 

Citicorp/  6 

John  S  Reed/46 

678 

27 

130 

835 

13  of  150 

20 

1 

Ban 

379 

Citizens  &  So  Ga/  6 

Bennett  A  Brown/56 

456 

43 

82 

580 

36  of  150 

30 

7 

Ban 

630 

Citizens  &  So  SC/  6 

Hugh  M  Chapman/52 

331 

6 

— 

337 

104  of  150 

26 

10 

Ban 

529 

Citizens  Fidelity/  6 

J  David  Grissom/46 

419 

— 

- 

419 

73  of  150 

12 

8 

I 

NOTE:  For  explanation  of  industry  group 
Donald  P  Eckrich,  1/6/85.     "Salary  would 

ankings,  see  page  153      "Succeeded  by  George  P  Rutland,  1/1/85 
increase  to  $300,000  in  1985,  subject  to  Bankruptcy  Court  approva 

12Succeeded  by  George  A  Schaefer,  2/1/85. 

"Succeeds. 
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FORBES,  Jl 'NE  3, 


One  airline  offers  a  higher  level  of 
service,  even  on  the  ground. 


Lufthansa 

German  Airlines 


See  your  Travel  Agent. 


Who  Gets  The  Most  Pay 

. 

Rank 

Company/industry  group 

Chief  executive/age 

Compensation  ($000' 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Bu  ■d 
back)  rf 

salary  and 
bonus 

other 

stock 
gains 

total 

14 

City  National/  6 

Bram  Goldsmith/62 

641 

2,529 

— 

3,170 

1  of  150 

10 

10 

Fi 

47  . 

City  Fed  Financial/41 

Gilbert  G  Roessner/67 

606 

46 

976 

1,628 

lof    33 

44 

15 

Re 

633 

Cleveland  Electric/ 16 

Robert  M  Ginn/61 

312 

20 

— 

332 

22  of    71 

36 

6 

Tec  : 

358 

Clorox/14 

Calvin  S  Hatch/64 

576 

30 

- 

606 

14  of    17 

13 

4 

293 

Coastal  Corp/32 

Oscar  S  Wyatt  Jr/60 

678 

19 

— 

697 

21  of    34 

29 

29 

F. 

40 

Coca-Cola/  7 

Roberto  C  Goizueta/54 

1,275 

300 

192 

1,767 

lof      5 

30 

4 

Tec  e 

282 

Colgate-Palmolive/ 1 4 

Reuben  Mark/46 

709 

— 

— 

709 

9  of    17  ■ 

22 

1 

Mar 

337 

Collins  &  Aikman/40 

Donald  F  McCullough/60 

634 

— 

— 

634 

lof      2 

39 

24 

Mar 

439 

Colonial  Penn  Group/24 

John  |  MacWilliams/56 

500 

13 

— 

513 

14  of    28 

16 

15 

Admin  ist  i 

686 

Colorado  Natl  Bkshs/  6 

Bruce  M  Rockwell/62 

283 

— 

— 

283 

126  of  150 

31 

9 

Ba 

44 

Colt  Industries/23 

David  I  Margolis/55 

994 

154 

519 

1,667 

lof    11 

22 

1 

Fi 

623 

Columbia  Gas  System/27 

John  H  Croom/52 

325 

15 

— 

340 

23  of    25 

31 

1 

Mari 

67 

Columbia  S&L/41 

Thomas  Spiegel/39 

1,350 

- 

— 

1,350 

2  of    33 

8 

8 

Fi 

464 

Combined  Intl/24 

Patrick  G  Ryan/48 

430 

53 

— 

483 

16  of    28 

21 

2 

Insi 

272 

Combustion  Eng/23 

Charles  E  Hugel/56 

730 

— 

— 

730 

8  of    11 

2 

1 

Oper  i 

470 

Comerica/  6 

Donald  R  Mandich/59 

478 

— 

— 

478 

59  of  150 

34 

4 

B. 

754 

Commerce  Bcshs/  6 

James  M  Kemper  Jr/63 

179 

7 

— 

185 

144  of  150 

38 

18 

B., 

674 

Commerce  Union/  6 

15Edward  G  Nelson/59 

289 

— 

— 

289 

120  of  150 

21 

2 

F. 

621 

Commonwealth  Ed/ 16 

James  J  O'Connor/48 

341 

— 

— 

341 

21  of    71 

21 

5 

Admimst  < 

363 

Community  Psych  Ctrs/21 

James  W  Conte/57 

500 

99 

— 

599 

25  of    31 

16 

8 

Administ 

398 

Computervision/ 13 

James  R  Berrett/45 

450 

106 

— 

556 

12  of    17 

2 

2 

Tec 

70 

ConAgra/20 

Charles  M  Harper/57 

758 

570 

- 

1,328 

3  of    28 

10 

9 

Administ 

397 

Consolidated  Edison/ 16 

Arthur  Hauspurg/60 

415 

142 

— 

557 

2  of    71 

16 

3 

Teci 

127 

Consol  Freightways/38 

Raymond  F  O'Brien/63 

636 

358 

32 

1,026 

3  of    16 

27 

8 

F. 

351 

Consol  Natural  Gas/27 

George  J  Tankersley/64 

555 

42 

18 

615 

1 1  of    25 

18 

6 

Oper 

670 

Consolidated  Papers/31 

George  W  Mead/57 

278 

12 

— 

290 

17  of    17 

32 

19 

Oper  l 

689 

Consumers  Power/ 16 

John  D  Selby/63 

280 

— 

— 

280 

35  of    71 

10 

7 

Tec: 

216 

Continental  Bancorp/  6 

Roy  T  Peraino/57 

448 

46 

324 

818 

15  of  150 

27 

15 

H 

576 

Continental  Corp/24 

John  P  Mascotte/46 

357 

18 

— 

375 

22  of    28 

4 

2 

Insi 

724 

Continental  Illinois/  6 

John  E  Swearingen/66 

232 

— 

— 

232 

137  of  150 

1 

1 

Administ 

328 

Continental  Telecom/39 

l6James  V  Napier/48 

590 

55 

— 

645 

12  of    18 

20 

2 

F. 

305 

Control  Data/ 13 

William  C  Norris/73 

675 

— 

— 

675 

8  of    17 

27 

27 

Fo 

234 

Cooper  Industries/23 

Robert  Cizik/54 

613 

169 

— 

782 

6  of    11 

23 

10 

Fi 

436 

Cooper  Laboratories/21 

Parker  G  Montgomery/56 

350 

167 

— 

517 

29  of    31 

26 

26 

Fo 

433 

CoreStates  Financial/  6 

G  Morris  Dorrance  Jr/62 

519 

— 

— 

519 

50  of  150 

33 

16 

Fi 

415 

Corning  Glass  Works/21 

James  R  Houghton/49 

492 

— 

43 

535 

28  of    31 

23 

2 

Administ 

362 

Cox  Communications/  8 

William  A  Schwartz/47 

600 

— 

— 

600 

3  of      5 

12 

2 

Mari 

465 

CPC  International/20 

James  R  Eiszner/57 

438 

44 

— 

482 

18  of    28 

21 

1 

Ted 

<1<)4 

Cray  Research/ 13 

John  A  Rollwagen/44 

385 

10 

56 

451 

13  of    17 

9 

4 

Marl 

170 

Crocker  National/  6 

Frank  V  Cahouet/52 

647 

250 

- 

897 

9  of  150 

1 

1 

Ba 

624 

Crown  Central  Pet/32 

Henry  A  Rosenberg  Jr/55 

326 

14 

— 

339 

32  of    34 

32 

14 

Administ 

725 

Crown  Cork  &  Seal/30 

John  F  Connelly/80 

231 

1 

— 

231 

5  of      5 

28 

28 

468 

Crown  Zellerbach/31 

William  T  Creson/55 

472 

9 

— 

481 

10  of    17 

8 

3 

Tecl 

142 

CSX/38 

Hays  T  Watkins/59 

973 

— 

— 

973 

5  of    16 

36 

14 

Fi 

641 

Cullen/Frost  Bankers/  6 

Thomas  C  Frost/57 

301 

23 

— 

324 

107  of  150 

35 

14 

Ba 

NOTE: 

For  explanation  of  industry  group  rankings,  see  page  153      '^Succeeded  by  Dennis  C  Bottorff,  1/1/85. 

""Succeeded  by  John  N  Lemasters,  2/1/85. 
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FORBES,  JUNE  I 

— 

GETTING  TO  THE  TOP  IS 
DIFFICULT  ENOUGH. 

iDU  SHOULDN'T  WWE  TO  DRAG 

SOME  BANK  UP  WITH  YOU 


Loyalty  to  a  bank,  like  everything  else,  can  be  earned  to  excess. 

If  you  are  finding  it  more  and  more  difficult  to  get  the  level  of  service,  the  level  of 
credit,  the  investment  expertise,  indeed  the  simple  understanding  a  person  with  your 
financial  profile  so  obviously  requires,  then  maybe  it's  time  to  unburden  yourself  to  a  Cus- 
tom Banker  at  The  Bank  of  New  York. 

You  may  already  be  aware  of  our 
Custom  Bankers'  long-standing  reputa- 
tion for  offering  more  personal  attention, 
more  informed  advice  and  quicker  re- 
sponse to  requests  than  their  counterparts 
at  other  banks. 

Well,  there  are  reasons  for  that. 

To  begin  with,  no  Custom  Banker 
has  all  that  many  customers.  So  he  or  she 
can  devote  more  time  and  attention  to 
each  individual. 

Then  there's  The  Bank  of  New 
York  itself.  Where  your  Custom  Banker 
can  tap  sources  of  expertise  in  credit,  in- 
vestment, tax-related  instruments,  and 
trusts  and  estates  with  less  red  tape  and 
far  more  speed  than  you'd  ever  expect  to 
find  in  the  gigantic  banks. 

For  example,  the  credit  arcange- 
ments  your  Custom  Banker  can  work  out 
for  you  may  include  the  establishment  of 
an  unsecured  credit  line  of  $50,000  to 
$1  million  or  more.  Or  you  can  establish 
a  secured  credit  line  of  up  to  80%  of  the 
market  value  of  your  investment  portfolio. 

To  find  out  more  about  Custom 
Banking,  and  the  host  of  money  manage- 
ment burdens  it  can  get  off  your  back,  call 
Mr.  Richard  Freimuth,   CUSTOM 
V  ice  rresident ,  Cus-      r>  K  XTT^  TIMT^ 
torn  Banking  Division,  D^£?j^° 
at  212-530-1971.  1  HE 

BANKOF 
NEW 

Xv^/jAlV  MEMBER  FDIC 


WE'RE  GIVING  THE  WORKERS  \ 

ANEW! 


"For  generations,  the  hard-working 
spirit  of  the  people  of  Pennsylvania 
fueled  the  economic  development  of 
an  entire  nation. 

"And  today,  state  government 
is  joining  forces  with  business,  schools,^ 
and  labor  to  create  the  new  skills  and 
careers  our  workers  will  need  in  Pennsyl- 
vania's new  economy. 

"Through  the  federally-funded  Job 
Training  Partnership  Act  and  our 

Dick  Thornburgh,] 
Governor 


own  customized  job  training  program  were  help; 
ing  Pennsylvania  industnes  identify  the  area,'; 
in  which  new  jobs  will  be  created- then  givin  i 
workers  the  skills  to  fill  them.  Already,  this  pre, 
gram  has  helped  thousands  of  Pennsylvanian 
End  new  or  upgraded  employment— m  most 
cases  right  m  their  own  neighborhoods. 
Our  Ben  Franklin  Partnership  brings  ti 
forces  of  government  entrepreneurs 
and  universities  to  bear  on  an  area 
in  which  millions  of  jobs  will  be 


3DURBIMNE3 
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SET  OF  TOOLS. 


reated  in  the  next  decade— advanced  tech- 
ology.  This  program  provides  incubator  space, 
tart-up  capital,  research  facilities,  and  private 
Sctor  expertise  to  the  advanced-technology 
idustries  that  are  the  driving  force  not  only  in 
rearing  new  jobs,  but  preserving  existing 
)bs  as  well. 

"One  myth  also  needs  to  be  put  to  rest— the 
iyth  that  only  Ph.D's  will  participate  in  the 
conomic  growth  created  by  the  new  technology, 
i  truth,  many  of  the  new  jobs  created  by 


>£>  1984,  Pennsylvania 
D^iartmertt  of  Coi  amerce 


advanced  technology  industries  are  labor 
intensive— jobs  that  mvolve  running,  supervis- 
ing, and  servicing  the  products  that  a  handful  of 
specialists  designed. 

"No  state  government  by  itself  can  influence 
the  course  of  the  American  economy.  But  what- 
ever this  state  government  can  do  to  create 
greater  employment  opportunity  will  be  done. 

"Because  the  most  important  investment  a 
government  can  make  is  an  investment  in  the 
human  spirit." 


HAS  A  FRIEND  IN  PENNSYLVANIA. 


>  find  out  more  about  business  opportunities  in  Pennsylvania,  write  Jim  Pickard,  Secretary  of  Commerce,  433  Forum  Building  Harrisburg,  PA  17120.  Or  call  (717)  787-6500. 


. 


Who  Gets  The  Most  Pay 

Rank 

Company/industry  group 

Chief  executive/age 

Compensa 

ion  ($000 

Rank  in 
industry 

Tenure  (years) 

with            as 
firm          CEO 

BU! 

back; i 

salary  and 
bonus 

other 

stock 
gains 

total 

260 

Cullinet  Software/36 

John  J  Cullinane/50 

717 

27 

— 

744 

2  of    16 

17 

17 

Fo 

616 

Cullum  Companies/37 

17Charles  G  Cullum/68 

338 

7 

- 

345 

15  of    17 

47 

8 

Fo 

50 

Cummins  Engine/  5 

Henry  B  Schacht/50 

932 

656 

- 

1,588 

2  of    12 

20 

15 

Administ  i 

366 

Cyclops/26 

William  H  Knoell/60 

484 

— 

112 

596 

10  of    16 

18 

12 

742 

Dallas  Federal  Finl/41 

Lloyd  S  Bowles  Sr/68 

205 

- 

— 

205 

27  of    33 

40 

13 

Fi 

284 

Dana/  5 

Gerald  B  Mitchell/57 

678 

— 

26 

704 

6  of    12 

41 

5 

Oper 

125 

Dart  &  Krah/20 

John  M  Richman/57 

890 

26 

120 

1,036 

9  of    28  . 

30 

6 

4 

Data  General/13 

Edson  D  de  Castro/46 

436 

— 

7,529 

7,966 

1  of    17 

17 

17 

Fo 

738 

Dauphin  Deposit/  6 

John  D  Wickert/62 

208 

— 

— 

208 

142  of  150 

11 

5 

Ba 

45 

Dayton-Hudson/34 

Kenneth  A  Macke/46 

843 

277 

509 

1,629 

2  of    16 

23 

1 

Ret 

683 

Dayton  Power  &  Lt/16 

l8Robert  E  Frazer/56 

274 

10 

— 

284 

33  of    71 

10 

7 

Fi 

602 

Deere/22 

Robert  A  Hanson/60 

351 

3 

— 

354 

2  of      2 

35 

2 

Mar) 

734 

Delmarva  Power  &  Lt/16 

Nevius  M  Curtis/55 

214 

- 

— 

214 

54  of    71 

6 

3 

Administ 

564 

Delta  Air  Lines/  2 

David  C  Garrett  Jr/62 

391 

- 

— 

391 

11  of    13 

38 

7 

Oper, 

571 

Deluxe  Check/33 

Eugene  R  Olson/59 

342 

40 

- 

382 

13  of    14 

41 

7 

Marl 

760 

Deposit  Guaranty/  6 

Emerson  B  Robinson  Jr/42 

171 

10 

— 

181 

145  of  150 

17 

1 

Ba  i 

417 

Detroit  Edison/16 

Walter  J  McCarthy  Jr/60 

472 

61 

— 

532 

3  of    71 

21 

3 

Oper; 

165 

Diamond  Shamrock/32 

William  H  Bricker/53 

892 

17 

— 

908 

18  of    34 

16 

8 

Marl 

322 

Digital  Equipment/ 13 

Kenneth  H  Olsen/59 

655 

— 

— 

655 

10  of    17 

27 

27 

Fo 

42 

Digital  Switch/39 

James  L  Donald/53 

450 

- 

1,254 

1,704 

1  of    18 

4 

3 

Administ. 

166 

Dillard  Dept  Stores/34 

William  T  Dillard  Sr/70 

878 

30 

— 

908 

7  of    16 

46 

46 

Fo 

254 

Walt  Disney/25 

Michael  D  Eisner/43 

750* 

— 

— 

750 

4  of    12 

1 

1 

Open 

600 

Dominion  Bankshares/  6 

Warner  N  Dalhouse/5 1 

339 

— 

16 

354 

95  of  150 

29 

3 

Marl  i 

661 

Dominion  Resources/ 16 

William  W  Berry/53 

304 

- 

- 

304 

28  of    71 

28 

2 

Tecl 

158 

RR  Donnelley/33 

John  B  Schwemm/51 

546 

129 

268 

943 

5  of    14 

20 

1 

482 

Dover/ 10 

Gary  L  Roubos/48 

460 

4 

— 

464 

9  of    10 

14 

4 

Open 

89 

Dow  Chemical/ 11 

Paul  F  Oreffice/57 

1,185 

11 

— 

1,196 

3  of    17 

32 

7 

Fi' 

51 

Dow  Jones/33 

Warren  H  Phillips/59 

615 

468 

495 

1,578 

2  of    14 

38 

10 

Journi 

778 

Downey  Savings  &  Loan/41 

Gerald  H  McQuarrie/63 

139 

— 

— 

139 

31  of    33 

28 

7 

Fo 

713 

Dresser  Industries/29 

John  J  Murphy/53 

251 

— 

— 

251 

6  of      6 

33 

1 

Tecl 

( 

*Iii 

Not  always  to  the  swift 

The  top-paid  CEO  in  an  industry  managed  the  most  profitable  firm  in 
industry  in  12  out  of  42  cases. 

that 

92 

El  Du  Pont/32 

Edward  G  Jefferson/63 

1,092 

48 

46 

1,186 

6  of    34 

34 

4 

Tecl 

640 

Duke  Power/ 16 

William  S  Lee/56 

264 

60 

— 

324 

24  of    71 

30 

3 

Tecl 

18 

Dun  &  Bradstreet/33 

"Harrington  Drake/65 

975 

135 

1,459 

2,569 

1  of    14 

37 

10 

Marl 

695 

Duquesne  Light/ 16 

John  M  Arthur/62 

272 

1 

— 

273 

39  of    71 

40 

16 

Open 

19 

E-Systems/   1 

John  W  Dixon/65 

1,624 

48 

894 

2,566 

1  of    12 

23 

16 

Administ 

646 

Eastern  Air  Lines/  2 

Frank  Borman/57 

322 

— 

— 

322 

12  of    13 

15 

9 

Tecl 

444 

Eastern  Gas  &  Fuel/27 

William  J  Pruyn/62 

429 

— 

77 

506 

15  of    25 

33 

7 

Fi 

235 

Eastman  Kodak/25 

Colby  H  Chandler/60 

781 

— 

— 

781 

2  of    12 

34 

1 

Tecl 

22 

Eaton/  5 

E  Mandell  de  Windt/64 

968 

592 

700 

2,260 

lof    12 

43 

15 

Open 

431 

Jack  Eckerd/35 

Stewart  Turley/50 

481 

7 

32 

520 

11  of    18 

18 

10 

Administ] 

NOTE:  F 
12/31/84 

>r  explanation  of  industry  group  rankings,  see  page  153      *Anm 
'"'Succeeded  by  Charles  W  Moritz,  1/1/85. 

alized  current  salary 

'"Succeeded  by  Jack  W  Evans,  1/1/85. 

"Succeeded  b\ 

Peter  H  Fo 
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FORBES,  JUNE  3 


For  support  in  every  phase  of  your 

commercial  real  estate  f  inancing-f  rom 

site  development  to  permanent  financing.., 


Heller  is  the  one. 


We're  the  one  whose  Real  Estate  Finance  Group— 
)acus,  has  been  a  leader  in  creative  real  estate  financing 
'  20  years  The  one  whose  capabilities  and  financial 
ength  enable  us  to  provide  comprehensive,  competitive 
nding  programs,  making  us  unique  in  the  industry. 

Turn  to  Abacus  for  a  highly  flexible  program 
ovidmg  all  layers  of  financing  for  real  estate  transactions 
through  every  phase  of  your  project.  From  site  develop- 
ed to  construction  financing,  intermediate  and  long  term 
immanent  financing-including  miniperms,  open-end 
instruction  and  gap  loans,  sales  lease-backs  and  more. 

Keep  breaking  new  ground  with  Abacus. 
i/olve  us  in  your  financial  planning  process  early.  We'll  add 


more  meaning,  more  value  to  your  project  through  every 
phase  of  its  development.  Whatever  the  size,  from  $5  million 
to  $100  million  or  more,  it  you  want  the  expertise  and 
quality  service  that  your  project  deserves,  call  Abacus. 

For  more  information  and  a  copy  of  our  1984 
Annual  Review  call:  1-800-458-4924.  (In  Illinois,  call: 
1-800-621-2429.  In  Canada,  call:  1-416-482-4012.) 

Heller  Financial 

Assel-Based  Financing  •  Factoring  •  Equipment  Financing  •  Real  Estate  Financing 

105  West  Adams  Street.  Chicago,  Illinois  60603 
rieller  Financial,  Inc.  is  an  operating  subsidiary  of  Heller  International  Corporation 

<c  Heller  Financial,  Inc  1985 


Who  Gets  The  Most  Pay 

Rank 

Company/industry  group 

Chief  executive/age 

Compensation  ($000] 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

.alary  and 
bonus 

other 

stock 
gains 

total 

Busifl 
backgi  W 

90 

EG&G/   1 

Dean  W  Freed/62 

812 

— 

379 

1,191 

3  of    12 

14 

2 

Tech  | 

728 

El  Paso  Electric/16 

Evern  R  Wall/52 

226 

1 

- 

227 

51  of    71 

28 

9 

Techl 

26 

Emerson  Electric/ 17 

Charles  F  Knight/49 

1,025 

10 

1,091 

2,126 

lof      5 

12 

11 

Administr.  ■ 

186 

Emhart/23 

T  Mitchell  Ford/64 

850 

12 

— 

862 

3  of    11 

26 

15 

• 

316 

Engelhard/ 11 

Orin  R  Smith/49 

662 

- 

- 

662 

10  of    17 

13 

1 

Administr; 

233 

Enserch/27 

William  C  McCord/57 

725 

19 

44 

788 

4  of    25 

36 

14 

Tech 

676 

Equimark/  6 

James  D  Lowry/44 

288 

- 

— 

288 

121  of  150 

2 

1 

Bar 

448 

Equitable  Bancorp/  6 

H  Grant  Hathaway/57 

501 

— 

— 

501 

55  of  150 

30 

3 

Ban 

586 

Equitable  Resources/27 

Donald  I  Moritz/58 

293 

2 

74 

368 

20  of    25 

33 

7 

1 

376 

Ethyl/ 11 

Floyd  D  Gottwald  Jr/62 

562 

21 

- 

583 

11  of    17 

42 

15 

Administr; 

568 

Evans  Products/35 

Victor  Posner/67 

384 

- 

- 

38420 

15  of    18 

3 

1 

Administr; 

17 

Exxon/32 

Clifton  C  Garvin  Jr/63 

1,350 

60 

1,236 

2,645 

2  of    34 

38 

9 

Tech. 

611 

Farm  &  Home  Savings/4 1 

C  A  Duncan  Jr/68 

348 

— 

- 

348 

17  of    33 

40 

29 

Administr; 

524 

Farm  House  Foods/36 

Donald  E  Runge/47 

394 

27 

- 

422 

12  of    16 

19 

1 

Fou 

339 

Farmers  Group/24 

Richard  G  Lindsley/63 

573 

57 

- 

631 

1 1  of    28 

34 

6 

Insur 

755 

Federal  Co/20 

R  Lee  Taylor  11/43 

185 

— 

— 

185 

25  of    28 

19 

3 

Administr. 

556 

Federal  Express/  2 

Frederick  W  Smith/40 

395 

2 

— 

397 

10  of    13 

14 

14 

Fou 

617 

Fedl  Natl  Mortgage/ 19 

David  O  Maxwell/55 

340 

4 

— 

344 

11  of    12 

4 

4 

I 

133 

Federated  Dept  Stores/34 

Howard  Goldfeder/59 

715 

5 

282 

1,002 

6  of    16 

38 

4 

Reta: 

390 

Fidelcor/  6 

Harold  W  Pote/38 

385 

52 

125 

563 

38  of  150 

13 

1 

Ban 

591 

Fifth  Third  Bancorp/  6 

Clement  L  Buenger/59 

263 

30 

71 

364 

92  of  150 

15 

4 

Barn 

430 

Fin  Corp  of  America/41 

William  I  Popejoy/47 

520* 

- 

- 

520 

6  of    33 

1 

1 

Ban. 

606 

Fin  Corp  Santa  Barbara/41 

Philip  R  Brinkerhoff/42 

350* 

— 

— 

350 

16  of    33 

1 

1 

Fin 

281 

Firestone/  5 

John  |  Nevin/58 

675 

39 

— 

714 

5  of    12 

5 

4 

Markd 

645 

First  Alabama  Bcshs/  6 

Willard  L  Hurley/59 

29*4 

27 

- 

322 

109  of  150 

27 

1 

Ban 

450 

First  American/  6 

Kenneth  L  Roberts/52 

369 

8 

123 

500 

57  of  150 

9 

8 

Bani 

410 

First  Atlanta/  6 

Thomas  R  Williams/56 

470 

70 

- 

540 

44  of  150 

12 

8 

Bam 

498 

First  Bank  System/  6 

George  H  Dixon/64 

431 

18 

- 

449 

67  of  150 

17 

3 

Fin. 

46 

First  Boston/ 19 

Peter  T  Buchanan/50 

1,400 

228 

— 

1,628 

2  of    12 

28 

2 

Investr 

400 

First  Chicago/  6 

Barry  F  Sullivan/54 

523 

32 

- 

555 

41  of  150 

4 

4 

Ban 

735 

First  Citizens/  6 

Lewis  R  Holding/57 

208 

3 

— 

211 

141  of  150 

31 

27 

Fin, 

502 

First  City  Bancorp/  6 

fames  A  Elkins  |r/66 

441 

— 

— 

441 

69  of  150 

43 

22 

Ban 

720 

First  Columbia  Finl/41 

Bob  R  Baker/48 

239 

- 

— 

239 

25  of    33 

19 

2 

Ban 

730 

First  Empire  State/  6 

Robert  G  Wilmers/51 

225 

— 

— 

225 

138  of  150 

2 

2 

Ban 

9 

First  Executive/24 

Fred  Carr/54 

74221 

- 

3,723 

4,465 

1  of    28 

10 

10 

Fin. 

642 

First  Federal  Mich/41 

James  A  Aliber/59 

323 

— 

— 

323 

21  of    33 

28 

8 

Baa 

548 

First  Federal  S&L/41 

Gene  E  Rice/55 

372 

30 

— 

402 

1 1  of    33 

31 

3 

Ban. 

785 

First  Florida  Banks/  6 

A  Bronson  Thayer/45 

8" 

— 

— 

8 

150  of  15d 

3 

2 

Fin. 

569 

First  Hawaiian/  6 

John  D  Bellinger/62 

383 

— 

— 

383 

89  of  150 

43 

15 

Bani 

152 

First  Interstate  Bncp/  6 

Joseph  J  Pinola/60 

905 

- 

53 

958 

8  of  150 

9 

7 

Ban! 

381 

First  Kentucky  Natl/  6 

A  Stevens  Miles/55 

337 

12 

229 

579 

37  of  150 

31 

10 

Ban! 

708 

First  Maryland  Bncp/  6 

Charles  W  Cole  Jr/56 

258 

1 

— 

259 

133  of  150 

29 

1 

Bani 

732 

First  Natl  Cincinnati/  6 

Oliver  W  Waddell/54 

221 

— 

— 

221 

140  of  150 

28 

1 

Bani 

478 

First  Natl  State  Bncp/  6 

Robert  R  Ferguson  Jr/6 1 

470 

— 

— 

470 

62  of  150 

35 

12 

Bani 

555 

First  Natl  Supermkts/37 

Richard  J  Bogomolny/50 

397 

— 

— 

397 

13  of    17 

12 

10 

Administra 

NOTE:  F 

12/31/83 

jr  explanation  of  industry  group 
stock  gains,  for  1984.     "Directot 

rankings,  see  page  153      'Annualized  current  salary. 
5  fee  only. 

-'"Figure  is 

for  year 

ended  12/31/83.    "Salary  and  bom 

s,  for  year  em 
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FORBES,  JUNE  3, 


Introducing  the  first 
Volkswagen  you  can  buy 
i  for  how  your  heart 
i   feels — as  well  as 
whaf  your  head  says: 
•  the  new  Jetta  GLL  $9,995. 
Ifs  designed  with  clean  aerodynamic  lines, 
h-performance  low-profile  tires.  Alloy  wheels.  Sport 
its.  And  a  multi-function  computer  display. 
German  engineered  and  built,  it  has  a  high-perform- 
ce  1.8-liter  fuel-injected  engine.  A  close-ratio  5-speed 
insmission.  Four-wheel  independent  sport  suspension, 
ick-and-pinion  steering.  And  4-wheel  disc  brakes. 
On  the  test  track,it  accelerates 0-50 mph  in7.1  seconds. 


"FUhliil'lfll 


[•M«MM*«!   MiTIi 


The  new  GLI:  No  dream.  No  illusion.  Ifs  the  real  thing. 
Introducing  the  new  ffl\  Ifs  not  a  car. 

Jetta  GLI.  $9,995.  VC&  Ifs  a  Volkswagen. 


|  tails,call  1-800-85-VOLKS.  »m», 


'to  GLI  ts  covered  by  the  new  Volkswagen  2-year  Unhrm) 
ci-on  perforation    See  US    dealer  foe  detosis     Seatbed 


Who  Gets  The  Most  Pay 

Rank 

Company/industry  group 

Chief  executive/age 

Compensation  ($000) 

Rank  in 
industry 

Tenure  (years) 

with            as 
firm          CEO 

Bus  a- 

backg  M 

salary  and 
bonus 

other 

stock 
gains 

total 

518 

First  of  America  Bk/  6 

James  H  Duncan/60 

395 

33 

- 

427 

71  of  150 

35 

15 

Ba  ^ 

777 

First  Oklahoma  Bancorp/  6 

Charles  A  Vose  Jr/41 

130 

10 

— 

140 

149  of  150 

20 

4 

Ba   ,? 

473 

First  Pennsylvania/  6 

George  A  Butler/57 

420 

2 

54 

476 

60  of  150 

35 

5 

Ba 

625 

First  Security/  6 

Spencer  F  Eccles/50 

332 

7 

— 

339 

101  of  150 

26 

4 

Ea 

610 

First  Tennessee  Natl/  6 

Ronald  Terry/54 

337 

12 

— 

349 

98  of  150 

28 

11 

Ba 

443 

First  Union/  6 

Edward  E  Crutchfield  Jr  4-3 

493 

13 

- 

506 

52  of  150 

20 

1 

Bai 

620 

First  Virginia  Banks/  6 

"Thomas  K  Malone  Jr/65 

327 

14 

— 

341 

100  of  150 

34 

6 

Bat 

535 

First  Wisconsin/  6 

Hal  C  Kuehl/62 

305 

14 

94 

413 

76  of  150 

37 

7 

Ba' 

257 

Fleet  Financial/  6 

J  Terrence  Murray/45 

510 

30 

205 

745 

19  of  150 

22 

3 

Fn 

237 

Fleetwood  Enterprises/25 

John  C  Crean/59 

776 

- 

— 

776 

3  of 

12 

35 

35 

Foi 

?('         "if 

Ms.  magazine,  please  copy 

Of  785  CEOs  on  the  list,  2  are  women:  Washington  Post's  Katharine 
Graham,  who  earned  $742,000,  and  Golden  West  Financial's  Marion 
Sandler,  who  earned  $374,000. 

338 

Fleming  Cos/36 

Richard  D  Harrison/62 

633 

— 

— 

633 

5  of 

16 

31 

19 

704 

Florida  Federal  S&.L/41 

Raleigh  W  Greene  Jr/58 

263 

— 

— 

263 

23  of 

33 

22 

17 

700 

Florida  Natl  Banks/  6 

John  D  Uible/49 

265 

- 

— 

265 

129  of  150 

1 

1 

Bai 

703 

Florida  Progress/ 16 

Andrew  H  Hines  Jr/62 

264 

— 

— 

264 

41  of 

71 

33 

12 

Tech 

543 

Fluor/  9 

David  S  Tappan  Jr/63 

406 

— 

- 

406 

4  of 

4 

33 

1 

168 

FMC/15 

Robert  H  Malott/58 

882 

19 

— 

902 

20  of 

37 

32 

13 

Opera 

458 

Food  Lion/37 

Ralph  W  Ketner/64 

461 

31 

— 

492 

11  of 

17 

27 

27 

Fot 

11 

Ford  Motor/  4 

"Philip  Caldwell/65 

1,581 

- 

2,485 

4,066 

2  of 

9 

32 

5 

Administi1 

198 

Fort  Howard  Paper/31 

Paul  J  Schierl/50 

490 

39 

315 

844 

4  of 

17 

21 

10 

741 

Foster  Wheeler/23 

Louis  E  Azzato/54 

265 

- 

— 

205 

10  of 

11 

33 

4 

Tech 

604 

FPL  Group/16 

Marshall  McDonald/67 

339 

13 

— 

352 

19  of 

71 

13 

1 

Administr: 

405 

Freeport-McMoRan/1 1 

James  R  Moffett/46 

530 

16 

— 

546 

12  of 

17 

15 

1 

Tech 

259 

Fruehauf/  4 

Robert  D  Rowan/63 

744 

— 

— 

744 

4  of 

9 

29 

11 

Fn 

56 

Gannett/33 

Allen  H  Neuharth/61 

1,250 

— 

271 

1,521 

3  of 

14 

22 

12 

Journ; 

261 

GATX/38 

James  J  Glasser/51 

655 

89 

- 

744 

10  of 

16 

23 

6 

530 

Geico/24 

John  J  Byrne/52 

419 

— 

— 

419 

19  of 

28 

9 

9 

Insu 

440 

Gelco/36 

N  Bud  Grossman/64 

509 

— 

1 

510 

8  of 

16 

28 

28 

Fo\ 

485 

GenCorp/  5 

Michael  G  O'Neil/63 

462 

— 

— 

462 

11  of 

12 

39 

25 

Administr 

427 

General  Cinema/  7 

Richard  A  Smith/60 

525 

2 

— 

527 

5  of 

5 

38 

38 

Administi 

121 

General  Dynamics/   1 

David  S  Lewis/67 

1,019 

23 

- 

1,042 

6  of 

12 

14 

14 

Tecb 

30 

General  Electric/ 15 

John  F  Welch  Jr/49 

1,313 

31 

645 

1,988 

3  of 

37 

24 

4 

Tech 

137 

General  Foods/20 

James  L  Ferguson/59 

968 

12 

— 

981 

10  of 

28 

22 

11 

Mark 

360 

General  Host/37 

Harris  J  Ashton/53 

604 

— 

— 

604 

7  of 

iy 

20 

15 

176 

General  Mills/20 

H  Brewster  Atwater  Jr/54 

675 

25 

188 

888 

13  of 

28 

27 

4 

Mark 

48 

General  Motors/  4 

Roger  B  Smith/59 

1,592 

22 

- 

1,614 

3  of 

9 

35 

4 

Fn 

659 

General  Public  Utils/16 

William  G  Kuhns/63 

305 

— 

— 

305 

27  of 

71 

29 

18 

Fir 

618 

General  Re/24 

Frank  W  Munson/57 

327 

17 

— 

344 

24  of 

28 

31 

1 

Instil 

370 

General  Signal/ 18 

David  T  Kimball/57 

590 

— 

— 

590 

6  of 

14 

12 

1 

Administr 

474 

Genuine  Parts/  5 

Wilton  Looney/66 

475 

— 

— 

475 

10  of 

12 

46 

23 

Opera 

712 

Georgia  Federal  Bank/41 

JohnB  Zellars/61 

251 

— 

— 

251 

24  of 

33 

34 

8 

Bar 

NOTE: 

For  explanation  of  industry  group  rankings,  see  page  153     "Succeeded  by  Robert  H  Zalokar,  1/1/85. 

24Succeeded  by  Donald  E  Peterson,  2/1/85. 
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FORBES,  JUNE  3, 


What's  the  fastest  growing  name 
in  office  typewriters? 


What's  the  fastest 
growing  name  in  office 
typewriters? 

No,  it's  not  one  of 
those  two.  The  answer 
is  Canon. 

In  fact,  in  the 
last  few  years,  sales  of 
Canon  electronic  typewriters  have  gone  up  so 
dramatically  that  no  one  else  even  comes  close. 

What's  the  reason  for  this  extraordinary 
growth?  It's  simple— a  line  of  extraordinary 
typewriters.  All  built  to  Canon's  exacting 
standards  of  quality  and  technological  excellence. 

So  no  matter  what  your  typing 
needs,  there's  only  one  brand  of  typewriter 
you  need— Canon. 


catches  errors  even  before  they  are  printed. 

Plus,  this  typewriter  has  auto-everything: 
auto-correction,  auto-centering, 
auto-paper  feed,  auto-indent. 

Finally,  the  AP  300 
is  built  to  last.  Its 
heavy-duty  construction 
assures  reliability.  And 
with  a  minimum  of  moving 
parts,  there  is  precious  little  that  I 
can  go  wrong. 

By  the  way,  these  features 
won't  cost  you  extra.  In  fact,  you'll  be  surprised  at 
how  little  the  Canon  AP  300  really  costs. 

So  if  all  this  has  convinced  you  that  the 
AP  300  is  the  perfect  office  typewriter  for  your 
company,  you  have  plenty  of  company. 

The  AP  500.  The  typewriter 
that's  both  technologically  advano 
and  easy  to  use. 

^       If  your  typing  needs  exceed  the 
^•capabilities  of  most  electronics,  consid> 
the  ultimate  in 


'hy  more  and  more  offices  are  using 
the  AP  300. 

As  more  and  more  offices  replace  their  old 
typewriters,  it's  remarkable  how  many  of  them  are 
turning  to  one  electronic  typewriter. 
The  Canon  AP300. 

In  big  office  settings  as  well  as  small, 
they're  discovering  the  Canon  AP  300 
combines  outstanding  versatility  with 
ease  of  operation. 

For  starters,  the  AP  300  has  a  15-character 
display  that 


• 


technological  sophistication  from 

Canon-theAP500. 

It  can  perform  an  array  of  complicated 

text-editing  tasks.  j^j 

And  with  an  internal 

memory  that  can  be 

expanded  up  to  32K,  plus 

an  optional  disk  drive,  it 
5  automatic  search  and  replace 
has  unlimited  insertion 
ibility. 

The  AP  500  can  also  duplicate  and  edit  a 
ment  while  preserving  the  original 
!  memory.  Plus,  it  has  more  features  that  allow 
ently  used  documents  to  be  stored,  then 
fied  and  printed  as  you  need  them. 
3f  course,  the  AP  500  functions  brilliantly 
eryday  typing  tasks  as  well.  It  has  a 
taracter  display,  500-character  correction 
ory,  line  framing,  and  a  host  of  time-saving 
natic  functions. 


But  best  of  all,  you  don't 
have  to  be  a  computer  whiz  to 
operate  the  AP  500. 

It's  the  friendly  electronic 

that  will  quickly 

become  your  best  friend 

in  the  office. 

The  AP  100. 
A  lot  of  productivity,  not  a  lot  of  size. 

You  don't  have  to  work  in  a  big  office  to  afford 
the  advantages  of  electronic  typing. 

Canon  has  just  created  the  AP  100.  The 
full-fledged  electronic  office  typewriter  that's  not  only 
compact  in  size,  but  compact  in  price  as  well. 

Now  you  can  have  everything  you've  always 
wanted.  Like  a  one-line 
correction  memory 
for  clear  error- 
free  typing, 
snap-in  daisy 


wheel  for  a  choice 

of  letter-quality  typefaces,  and 

time-saving  automatic 

features.  It's  quiet,  too.  So  you  can  type  without 

everyone  hearing  about  it. 

And  for  the  growing  office,  the  AP  100 
has  plug-in  capability  to  Canon's  word 
processors  and  personal  computers. 

The  Canon  AP  100.  It's  as 
professional  as  you  are. 

For  more  information  about  any  of  the 
Canon  electronics,  call  1-800-323-1717,  ext.  301. 
(In  Illinois,  call  1-800-942-8881,  ext  301.) 


THE  FASTEST  GROWING  NAME 
IN  OFFICE  TYPEWRITERS. 


Canon 


Canon  US.  A.,  Inc.,  One  Canon  Plaza,  Lake  Success,  NY  11042/140  Industrial  Or,  Elmhurst,  IL  60126/123  Paularino  Ave  East.  Costa  Mesa.  CA  92626/6380  Peachtree  Industrial  Blvd., 

Norcross,  GA  30071/2035  Royal  Lane,  Suite  290,  Dallas,  TX  75229 
©  1985  Canon  USA,  Inc. 


Who  Gets  The  Most  Pay 

^^^^—                                                                       ^^^^^^                                                                                                                                                                                         ^^^^^^^^^^^^^^^^^^^^^^■^^^^^^^^■^^^^^^^^^■■^^■^ 

k            Company /industry  group 

Chief  executive/age 

Compensation  ($000 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Business 
background 

salary  and 
bonus 

other 

stock 
gains 

total 

Georgia-Pacific/3 1 

T  Marshall  Hahn  Jr/58 

659 

— 

— 

659 

8  of 

17 

10 

2 

Technical 

Giant  Food/37 

Israel  Cohen/ 72 

835 

— 

- 

835 

4  of 

17 

49 

7 

Founder 

Gibraltar  Financial/41 

Herbert  J  Young/53 

408 

5 

— 

413 

9  of 

33 

32 

16 

Administration 

Gillette/ 14 

Colman  M  Mockler  Jr/55 

676 

28 

334 

1,038 

3  of 

17 

27 

10 

Finance 

Glendale  Federal  S&L/41 

Raymond  D  Edwards/66 

334 

4 

— 

338 

19  of 

33 

39 

20 

Marketing 

Golden  West  Finl/41 

"Herbert  M  Sandler/53 

374 

— 

— 

374 

13  of 

33 

21 

21 

Founder 

BF  Goodrich/  5 

John  D  Ong/5 1 

557 

14 

— 

570 

7  of 

12 

24 

5 

Legal 

Goodyear/  5 

Robert  E  Mercer/61 

934 

— 

— 

934 

4  of 

12 

38 

2 

Administration 

Gould/ 18 

William  T  Ylvisaker/61 

662 

2 

— 

664 

4  of 

14 

17 

17 

Administration 

WR  Grace/ 15 

J  Peter  Grace/72 

869 

102 

— 

971 

19  of 

37 

48 

39 

Finance 

WW  Grainger/ 17 

David  W  Grainger/57 

496 

79 

— 

575 

4  of 

5 

35 

11 

Administration 

Gt  Am  First  Savings/41 

Gordon  C  Luce/59 

396 

— 

— 

396 

12  of 

33 

15 

15 

Administration 

Great  A&P  Tea/37 

James  Wood/55 

1,258 

260 

— 

1,518 

lof 

17 

5 

5 

Retailing 

Great  Lakes  Fedl  S&L/41 

Roy  E  Weber/56 

200 

— 

— 

200 

28  of 

33 

34 

15 

Banking 

Gt  Northern  Nekoosa/3 1 

William  R  Laidig/58 

353 

— 

— 

353 

15  of 

17 

35 

1 

Production 

Gt  Western  Financial/41 

James  F  Montgomery/50 

768 

— 

— 

768 

3  of 

33 

9 

6 

Finance 

Greyhound/38 

JohnWTeets/51 

992 

— 

— 

992 

4  of 

16 

21 

3 

Administration 

Grumman/  1 

John  C  Bierwirth/61 

525 

12 

— 

536 

12  of 

12 

12 

10 

Finance 

GTE/39 

Theodore  F  Brophy/62 

1,030 

230 

— 

1,260 

2  of 

18 

27 

9 

Legal 

Guarantee  Financial/41 

Lewis  S  Eaton/65 

206 

— 

— 

206 

26  of 

33 

39 

18 

Banking 

Gulf  &  Western  Inds/15 

Martin  S  Davis/58 

1,500 

— 

— 

1,500 

8  of 

37 

27 

2 

Marketing 

Gulf  States  Utilities/16 

Dr  Paul  W  Murrill/50 

394 

9 

— 

403 

11  of 

71 

7 

3 

Administration 

Halliburton/29 

Thomas  H  Cruikshank/54 

558 

212 

— 

770 

2  of 

6 

16 

2 

Legal 

Hammer  mi  11  Paper/31 

Albert  F  Duval/64 

425 

10 

— 

435 

13  of 

17 

25 

14 

Marketing 

Harris  Corp/ 13 

Joseph  A  Boyd/64 

670 

— 

— 

670 

9  of 

17 

23 

7 

Technical 

Hartford  National/  6 

Robert  L  Newell/62 

430 

84 

67 

582 

35  of  150 

39 

9 

Banking 

HJ  Heinz/20 

Anthony  J  F  O'Reilly /49 

832 

417 

189 

1,438 

2  of 

28 

16 

5 

Legal 

Hercules/ 11 

Alexander  F  Giacco/65 

886 

300 

— 

1,186 

4  of 

17 

43 

7 

Technical 

Hershey  Foods/20 

Richard  A  Zimmerman/53 

467 

287 

— 

754 

14  of 

28 

27 

1 

Operations 

Hewlett-Packard/ 13 

John  A  Young/53 

799 

95 

149 

1,042 

5  of 

17 

26 

7 

Technical 

Hilton  Hotels/25 

Barron  Hilton/57 

481 

— 

— 

481 

10  of 

12 

30 

■    19 

Administration 

Holiday  Corp/25 

Michael  D  Rose/43 

342 

10 

80 

431 

11  of 

12 

11 

4 

Operations 

Home  Federal  S&L/41 

Kim  Fletcher/57 

409 

— 

— 

409 

10  of 

33 

34 

16 

Finance 

Homestake  Mining/26 

Harry  M  Conger/54 

425 

— 

418 

843 

4  of 

16 

9 

6 

Technical 

Honeywell/ 18 

Edson  W  Spencer/59 

647 

— 

— 

647 

5  of 

14 

30 

10 

Sales 

Horizon  Bancorp/  6 

William  J  Shepherd/59 

260 

157 

54 

471 

61  of  150 

20 

9 

Banking 

George  A  Hormel/20 

Richard  L  Knowlton/53 

339 

4 

— 

343 

23  of 

28 

36 

3 

Marketing 

Hospital  Corp/21 

Dr  Thomas  F  Frist  Jr/46 

251 

251 

1,496 

1,998 

4  of 

31 

16 

2 

Founder 

Household  Intl/15 

Donald  C  Clark/53 

980 

79 

142 

1,201 

12  of 

37 

29 

2 

Finance 

Houston  Industries/ 16 

Don  D  Jordan/53 

422 

18 

- 

441 

8  of 

71 

28 

8 

Legal 

Houston  Natural  Gas/27 

Kenneth  L  Lay/43 

461 

— 

— 

461 

16  of 

25 

1 

1 

Technical 

Hughes  Tool/29 

James  R  Lesch/63 

410 

12 

43 

465 

4  of 

6 

38 

5 

Administration 

Humana/21 

David  A  Jones/53 

722 

85 

17,113 

17,921 

1  of 

31 

23 

23 

Founder 

Huntington  Bancshs/  6 

Frank  Wobst/51 

516 

16 

55 

588 

33  of  150 

10 

4 

Banking 

EFHutton  Group/ 19 

Robert  Fomon/60 

975 

31 

— 

1,006 

4  of 

12 

34 

14 

Investment 

Wi  For  explanation  of  industry  group  rankings,  see  page  153     "Office 
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Who  Gets  The  Most  Pay 

Rank 

Company/industry  group 

Chief  executive/age 

Compensation  ($000' 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Busi 

backgr  A 

salary  and 
bonus 

other 

stock 
gains 

total 

104 

IC  Industries/ 15 

William  B  Johnson/66 

1,013 

79 

- 

1,091 

16  of 

37 

19 

19 

1 

756 

Idaho  Power/ 16 

James  E  Bruce/65 

170 

15 

- 

185 

63  of 

71 

33 

8 

] 

717 

Illinois  Power/ 16 

Wendell  J  Kelley/59 

248 

1 

— 

249 

46  of 

71 

35 

18 

Techi 

129 

Illinois  Tool  Works/23 

John  D  Nichols/54 

459 

446 

Ill 

1,016 

2  of 

11 

5 

3 

Operai 

503 

Imperial  Corp  of  Am/41 

Matthew  J  Shevlin/59 

325 

116 

— 

441 

8  of 

33 

3 

3 

Fin 

467 

Indiana  National/  6 

Thomas  M  Miller/55 

371 

5 

104 

481 

58  of  150 

30 

4 

Ban 

219 

Ingersoll-Rand/23 

Thomas  A  Holmes/61 

702 

110 

— 

813 

5  of 

11 

35 

4 

Operai 

512 

Inland  Steel/26 

Frank  W  Luerssen/57 

423 

9 

— 

432 

14  of 

16 

33 

2 

Tech: 

508 

Intel/ 18 

Gordon  E  Moore/56 

436 

— 

— 

436 

13  of 

14 

16 

10 

Fot 

496 

Interco/15 

Harvey  Saligman/46 

450 

— 

— 

450 

34  of 

37 

9 

2 

Tech; 

612 

InterFirst/  6 

Robert  H  Stewart  IH/59 

348 

- 

— 

348 

99  of  150 

34 

1 

Bar 

763 

Intergraph/13 

James  W  Meadlock/51 

177 

— 

— 

177 

17  of 

17 

16 

16 

Fou 

13 

IBM/13 

25John  R  Opel/60 

1,034 

— 

2,807 

3,841 

3  of 

17 

36 

4 

: 

454 

Intl  Flavors  &  Frag/ 11 

Henry  G  Walter  Jr/74 

426 

— 

71 

497 

15  of 

17 

22 

22 

i 

374 

Intl  Harvester/  4 

Donald  D  Lennox/66 

475 

38 

70 

584 

7  of 

9 

5 

2 

Opera' 

310 

Intl  Minerals  &  Chem/11 

George  D  Kennedy/59 

658 

9 

— 

667 

9  of 

17 

14 

1 

Administr; 

652 

International  Paper/31 

John  A  Georges/54 

314 

- 

— 

314 

16  of 

17 

6 

1 

Tech  J 

180 

InterNorth/27 

Sam  F  Segnar/57 

846 

27 

- 

873 

3  of 

24 

25 

5 

Tech  d 

776 

Iowa-Illinois  G&E/16 

Barry  C  O'Brien/58 

138 

4 

— 

142 

71  of 

71 

25 

1 

Fm  t 

729 

Ipalco  Enterprises/ 16 

Zane  G  Todd/61 

226 

- 

— 

226 

52  of 

71 

34 

9 

Opera  i 

277 

Irving  Bank/  6 

Joseph  A  Rice/60 

723 

— 

— 

723 

23  of  150 

18 

1 

Fir  e 

102 

ITT/ 15 

Rand  V  Araskog/53 

721 

121 

256 

1,097 

15  of 

37 

18 

5 

Administr;.) 

236 

IU  International/ 15 

John  Gilray  Christy/52 

651 

128 

— 

779 

25  of 

37 

13 

4 

Opera'i 

484 

James  River  Corp  Va/31 

Brenton  S  Halsey/58 

457 

5 

— 

462 

11  of 

17 

16 

16 

Foi 

321 

Jefferson-Pilot/24 

W  Roger  Soles/64 

6$0 

- 

7 

657 

10  of 

28 

38 

17 

Investi- 

285 

Jim  Walter/10 

Joe  B  Cordell/57 

597 

45 

61 

703 

4  of 

10 

26 

1 

Fir 

181 

Johnson  &  Johnson/21 

James  E  Burke/60 

871 

— 

— 

871 

16  of 

31 

32 

8 

Marki 

215 

Johnson  Controls/ 17 

Fred  L  Brengel/62 

820 

— 

— 

820 

3  of 

5 

37 

18 

211 

K  mart/34 

Bernard  M  Fauber/62 

825 

1 

— 

826 

10  of 

16 

43 

5 

Reu 

540 

Kaiser  Alum  &  Chem/26 

Cornell  C  Maier/60 

408 

— 

— 

408 

15  of 

16 

35 

12 

Opera 

709 

Kansas  City  P&L/16 

Arthur  J  Doyle/62 

252 

4 

— 

256 

44  of 

71 

12 

5 

758 

Kansas  Gas  &  Elec/16 

,       Wilson  K  Cadman/57 

181 

— 

— 

181 

64  of 

71 

34 

4 

Administr. 

751 

Kansas  Power  &  Light/ 16 

William  E  Wall/57 

188 

- 

- 

188 

62  of 

71 

10 

9 

151 

Kellogg/20 

William  E  LaMothe/58 

740 

30 

190 

960 

11  of 

28 

34 

6 

Mark 

765 

Kemper/24 

Joseph  E  Luecke/58 

168 

— 

— 

168 

28  of 

28 

33 

6 

Insuj 

759 

Kentucky  Utilities/16 

William  B  Bechanan/59 

180 

1 

— 

181 

65  of 

71 

36 

6 

Tech 

514 

Kerr-McGee/32 

Frank  A  McPherson/52 

422 

9 

— 

431 

27  of 

34 

25 

2 

Tech' 

437 

Key  Banks/  6 

Victor  J  Riley  Jr/53 

513 

— 

— 

513 

51  of  15b 

21 

11 

Fir 

253 

Kidde/15 

Fred  R  Sullivan/70 

752 

— 

— 

752 

26  of 

37 

21 

21 

Fir 

52 

Kimberly-Clark/ 14 

Darwin  E  Smith/59 

862 

15 

683 

1,560 

lof 

17 

27 

13 

105 

Knight-Ridder  News/33 

Alvah  H  Chapman  Jr/64 

692 

4 

395 

1,091 

4  of 

14 

24 

9 

Opera 

675 

Koppers/ 1 5 

Charles  R  Pullin/61 

285 

3 

— 

288 

36  of 

37 

39 

3 

Administr 

147 

Kroger/37 

Lyle  Everingham/59 

563 

57 

347 

967 

3  of 

17 

38 

7 

Ret; 

705 

Landmark  Banking  Fla/  6 

J  Joseph  Tuohy/59 

257 

5 

— 

263 

132  of  150 

6 

6 

Bai 

274 

Lear  Siegler/15 

Robert  T  Campion/64 

729 

- 

- 

729 

29  of 

37 

27 

14 

Fir 

NOTE: 

For  explanation  of  industry  group  rankings,  see  page  153      '"'Succeeded  by  John 

F  Akers. 
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HIGH  PERFORMANCE 


High  Technology:  We  fly 

the  Concorde  between  New 
York  and  Paris  in  just  225 
minutes. 

Efficiency:  A  leading  record 
for  on-time  performance  world- 
wide. 

Cargo  Leadership:  One  of 
the  world's  3  largest  cargo 
carriers. 

Business  Sense:  We  make 
your  mileage  count  through 
our  partnership  in  United 
Airlines  Mileage  Plus  and 
Continental's  TravelBank. 


FRANCE  /// 


^^^^^^^^^^^^^^^^^^^^^^^^^^^_ 

Who  Gets  The  Most  Pay                               j 

Rank 

Company/industry  group 

Chief  executive/age 

Compensat 

on  ($000) 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

salary  and 
bonus 

other 

stock 
gains 

total 

Bus  n 

backe  4 

552 

Leaseway  Transport/38 

Gerald  C  McDonough/57 

397 

2 

— 

399 

15  of 

16 

5 

2 

Fi   c 

549 

Levi  Strauss/  3 

Robert  D  Haas/43 

360 

42 

— 

401 

3  of 

4 

12 

1 

Mari 

136 

Libbey-Owens-FordV  5 

Don  T  McKone/63 

685 

1 

305 

990 

3  of 

12 

36 

6 

Adrmmst , 

71 

Eli  Lilly/21 

Richard  D  Wood/58 

781 

164 

382 

1,327 

9  of 

31 

35 

12 

Marlj 

365 

Limited/35 

Leslie  H  Wexner/47 

596 

— 

— 

596 

9  of 

18 

21 

21 

Fo 

523 

Lincoln  National/24 

Ian  M  Rolland/52 

423 

— 

- 

423 

18  of 

28 

29 

8 

Insi  1 

36 

Litton  Industries/ 15 

Fred  W  O'Green/64 

1,021 

24 

833 

1,878 

4  of 

37  ■ 

22 

3 

Ted 

228 

Lockheed/  1 

Roy  A  Anderson/64 

787 

17 

— 

804 

8  of 

12 

28 

7 

Fi 

306 

Loews/24 

Laurence  A  Tisch/62 

654 

19 

— 

674 

9  of 

28 

25 

24 

Fi 

733 

Long  Island  Lighting/ 16 

William  )  Catacosinos/55 

213 

1 

— 

214 

53  of 

71 

6 

1 

Tecl 

677 

Longs  Drug  Stores/35 

Robert  M  Long/47 

288 

- 

— 

288 

16  of 

18 

24 

8 

Rei 

428 

Louisiana  Land/32 

Ernest  L  Williamson/60 

524 

1 

— 

525 

24  of 

34 

31 

1 

Administ 

386 

Louisiana-Pacific/ 10 

Harry  A  Merlo/60 

450 

120 

— 

570 

8  of 

10 

35 

11 

Mar  j 

769 

Louisville  Gas  &  Elec/16 

Robert  L  Royer/57 

162 

1 

- 

163 

69  of 

71 

36 

6 

Tec  I 

525 

Lowe's  Companies/35 

Leonard  G  Herring/58 

367 

55 

— 

421 

13  of 

18 

29 

6 

Fi 

223 

LTV/26 

Raymond  A  Hay/56 

743 

39 

25 

807 

5  of 

16 

10 

2 

Administ  i 

408 

Lubrizol/1 1 

Lester  E  Coleman/54 

523 

20 

— 

543 

13  of 

17 

30 

7 

Tec 

455 

Lucky  Stores/37 

S  Donley  Ritchey/51 

475 

— 

20 

496 

10  of 

17 

33 

5 

Opei 

583 

M/A-Com/39 

Richard  T  DiBona/52 

348 

22 

— 

370 

16  of 

18 

27 

2 

Tec 

369 

Mack  Trucks/  4 

JohnB  Curcio/51 

360 

231 

- 

591 

6  of 

9 

18 

1 

Mai! 

65 

RH  Macy/34 

Edward  S  Finkelstein/60 

761 

623 

- 

1,384 

3  of 

16 

36 

4 

Re  u 

210 

Manufacturers  Hanover/  6 

John  F  McGillicuddy/54 

777 

52 

— 

828 

14  of  150 

26 

6 

647 

Manufacturers  National/  6 

Dean  E  Richardson/57 

315 

5 

- 

320 

110  of  150 

31 

12 

B;  U 

355 

Manville/10 

John  A  McKinney/61 

601 

10 

- 

611 

6  of 

10 

33 

8 

581 

Mapco/32 

James  E  Barnes/51 

353 

18 

— 

371 

28  of 

34 

2 

1 

Ope: 

658 

Marine/  6 

George  R  Slater/61 

305 

— 

— 

305 

113  of  150 

9 

7 

B. 

424 

Marine  Midland  Banks/  6 

John  R  Petty/55 

512 

17 

— 

528 

48  of  150 

8 

2 

F  1 

499 

Marion  Laboratories/21 

Fred  W  Lyons  Jr/50 

448 

— 

— 

448 

30  of 

31 

17 

1 

Adminisii 

278 

Marriott/25 

J  Willard  Marriott  Jr/53 

723 

- 

- 

723 

5  of 

12 

29 

12 

Adminis  1 

231 

Marsh  &  McLennan  Cos/24 

John  M  Regan  Jr/64 

500 

296 

- 

796 

6  of 

28 

39 

12 

Ins 

And  the  last  shall  be  first 

Tom  Murphy  of  Capital  Cities  made  $612,000  last  year;  Leonard  Golden- 
son  of  ABC  made  $973,000;  Thorton  Bradshaw  of  RCA  (NBC),  $1.17 
million;  and  Thomas  Wyman  of  CBS,  $1.18  million. 


663 

Marshall  &  Ilsley/  6 

John  A  Puelicher/64 

300 

2 

— 

302 

115  of  150 

39 

27 

B 

208 

Martin  Marietta/15 

Thomas  G  Pownall  63 

828 

1 

— 

829 

23  of 

37 

22 

3 

Mai 

662 

Maryland  National/  6 

Alan  P  Hoblitzell  Jr/54 

302 

1 

— 

303 

114  of  f50 

28 

2 

B 

243 

Masco/ 10 

Richard  A  Manoogian/48 

767 

— 

— 

767 

3  of 

10 

27 

17 

Adminis 

126 

May  Dept  Stores/34 

David  C  Farrell/52 

875 

- 

160 

1,035 

5  of 

16 

29 

6 

Ri 

544 

Maytag/ 14 

Daniel  J  Krumm/58 

404 

— 

— 

404 

17  of 

17 

32 

11 

Ma 

419 

MCA/25 

Lew  R  Wasserman/72 

500 

30 

— 

530 

9  of 

12 

48 

38 

422 

McDonald's/36 

Fred  L  Turner/52 

500 

30 

— 

530 

7  of 

16 

29 

11 

R( 

300 

McDonnell  Douglas/   1 

Sanford  N  McDonnell/62 

658 

21 

— 

679 

9  of 

12 

36 

13 

Te 

82 

McGraw-Edison/ 1 7 

Edward  J  Williams/62 

730 

522 

- 

1,252 

2  of 

5 

13 

12 

] 

NOTE 

For  explanation  ol  industry  group  r 

ankings,  see  page  1 53. 

' 
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Ive  reasons  why  Inisinessmen  in  over 
»0  countries  deal  with  Lucky-Goldstar. 


>  ucl^-GtolcistarislDecomiiig 
i  Jknown  as  a  name  to  be 
lasted  in  some  of  today's 
ost    important    fields. 
*re  are  some  of  the  rea- 
os  why  more  and  more 
ople  are  seeking  out  Lucky- 
Idstar. 


IntegratedAction: 

Superb  coordination  among  member  companies 
working  in  a  broad  range  of  fields  enhances 
Lucky-Goldstar's  capabilities. 


Eye  to 


3  Future: 

^-Goldstar's  aver- 
for  investment  in 
jarch  is  4.5%  of 
,3  and  going  up  all 
i  time.  Li  some 
s,  the  figure  is  al- 
ly as  high  as  7%. 


Snd  out  more,  contact 
icky-Goldstar  InternaUonaJ 
>ip.  s  Overseas  Planning  Dept, 
X)  Box  1899,  Seoul  100,  Korea, 
vone  777-8097. 
lexLGINTL  K27266. 
x  752-8258/9 

*■*  "■**  m>  •*■»■  smh  mm  umm,  «m  mom 


Healthy  Growth: 

Lucky-Goldstar  has  grown 
steadily  and  impressively  dur- 
ing the  38  years  since  its  estab- 
lishment-even in  times  of 
worldwide  recession 


Financial 
Soundness: 

No    Korean    busi- 
ness conglomerate 
can  claim  greater 
reliability  in  its 
financial  dealings 
than  Lucky-Goldstar. 
And  we  can  back 
this  up  with  hard 
facts. 


Successful  Partnerships: 

A  dozen  of  Korea's  top  joint  ventures 
are  Lucky-Goldstar  companies,  and 
partners  include  such  well-known 
names  as  Caltex,  ATSfT  Technologies, 
Siemens,  and  Hitachi 


|Eg  LUCKY  GOLDSTAR 


We've  got  it  together. 


stryl D  Lucky,  Ltd.  □  Lucky  Advanced  Materials  Electricity,  Electronics  and  Telecommunications  D  Goldstar  Co.,  Ltd.  D  Goldstar  Cable  D  Goldstar  Tele-Electric  □  Goldstar 
U  Goldstar  Instrument  »  Electric  □  Goldstar  Precision  D  Shlnyeong  Electric  □  Goldstar  Semiconductor  □  Goldstar-Alps  Electronics  D  Goldstar-Honeywell  Energy  and 
roes  U  Honam  Oil  Refinery  Q  Korea  Mining  &  Smelting  Construction  and  Engineering  O  Lucky  Development  D  Lucky  Engineering  Insurance,  Securities  and  Mnance 
ysecurities  D  Pan  Korea  Insurance  □  Goldstar  Investment  &  Finance  D  Pusan  Investment »  Finance  Trade  and  Distribution  D  Lucky-Goldstar  International  D  Hee  Sung 
service  U  The  Yonam  Foundation  D  The  Yonam  Educational  Institute  Snorts  D  Luckv-Goldstar  Snorts 


Who  Gets  The  Most  Pay 

Rank 

Company/industry  group 

Chief  executive/age 

Compensati 

on  ($000 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Busi 
backgr 

>alary  and 
bonus        other 

stock 
gains 

total 

287 

McGraw-Hill/33 

Joseph  L  Dionne/52 

565 

110 

26 

702 

10  of    14 

19 

2 

Operai 

292 

MCI  Communications/39 

William  G  McGowan/57 

520 

— 

177 

697 

9  of    18 

16 

16 

Fou  j 

312 

McKesson/21 

Neil  E  Harlan/64 

600 

11 

56 

666 

21  of    31 

11 

1 

Administr; 

714 

McLean  Industries/38 

Malcolm  P  McLean/71 

250 

— 

— 

250 

16  of    16 

9 

9 

Fot  ; 

244 

MCorp/  6 

Gene  H  Bishop/55 

539 

228 

— 

767 

18  of  150 

10 

10 

Bar; 

201 

Mead/31 

Burnell  R  Roberts/58 

650 

7 

180 

837 

5  of    17 

19 

3 

Fin  j 

332 

Mellon  Bank/  6 

J  David  Barnes/56 

575 

65 

— 

640 

29  of  150 

29 

4 

Bar 

250 

Melville/35 

Francis  C  Rooney  Jr/63 

677 

— 

79 

756 

7  of    18 

32 

21 

Ret£ 

490 

Mercantile  Bancorp/  6 

Donald  E  Lasater/59 

440 

17 

— 

457 

65  of  150 

26 

14 

558 

Mercantile  Bkshs/  6 

H  Furlong  Baldwin/53 

385 

12 

— 

397 

84  of  150 

28 

9 

Bar 

291 

Mercantile  Stores/34 

Leon  F  Winbigler/59 

654 

45 

— 

698 

12  of    16 

36 

10 

Ret; 

631 

Merchants  National/  6 

Otto  N  Frenzel  HI/54 

330 

4 

— 

334 

105  of  150 

30 

12 

Bai 

160 

Merck/21 

lohn  J  Horan/64 

930 

1 

— 

932 

14  of    31 

33 

9 

500 

Meridian  Bancorp/  6 

Samuel  A  McCullough/46 

430 

16 

— 

445 

68  of  150 

9 

7 

Bai  ) 

344 

Merrill  Lynch/ 19 

William  A  Schreyer/57 

625 

- 

— 

625 

8  of    12 

37 

1 

Invest 

1 

Mesa  Petroleum/32 

T  Boone  Pickens  Jr/57 

4,223 

18,733 

— 

22,956 

1  of    34 

28 

28 

Foil 

752 

Michigan  National/  6 

"Stanford  C  Stoddard/54 

187 

— 

— 

187 

143  of  150 

30 

13 

Bai 

335 

MidCon/27 

Orval  C  Davis/65 

607 

30 

— 

637 

8  of    25 

38 

7 

Tech 

492 

Middle  South  U tils/ 16 

Floyd  W  Lewis/59 

441 

12 

— 

454 

7  of    71 

35 

13 

192 

Midlantic  Banks/  6 

Robert  Van  Buren/60 

605 

135 

113 

853 

12  of  150 

14 

8 

Bai  ! 

761 

Midwest  Financial/  6 

David  E  Connor/60 

175 

5 

— 

180 

146  of  150 

33 

16 

Bai 

226 

Minn  Mining  &  Mfg/15 

Lewis  W  Lehr/64 

806 

- 

— 

806 

24  of    37 

38 

6 

Tech 

435 

Mitchell  Energy  &  Dev/27 

George  P  Mitchell/66 

490 

28 

— 

518 

14  of    25 

39 

26 

Fo 

28 

Mobil/32 

Rawleigh  Warner  Jr/64 

1,575 

288 

216 

2,080 

3  of    34 

31 

15 

Fr  < 

767 

Monfort  of  Colorado/20 

Kenneth  W  Monfort/56 

1«5 

- 

- 

165 

27  of    28 

35 

5 

Fo 

197 

Monsanto/11 

Richard  J  Mahoney/51 

708 

20 

117 

845 

5  of    17 

22 

1 

Marl 

680 

Moore  Financial/  6 

Fred  C  Humphreys/61 

281 

4 

— 

285 

123  of  150 

34 

1 

Ba 

128 

JP  Morgan/  6 

Lewis  T  Preston/58 

938 

81 

— 

1,018 

6  of  150 

33 

5 

Ba 

472 

Morrison-Knudsen/  9 

William  H  McMurren/57 

476 

— 

— 

476 

3  of      4 

30 

13 

Administ-j 

212 

Morton  Thiokol/11 

Charles  S  Locke/56 

815 

10 

— 

825 

6  of    17 

9 

5 

Fi' 

383 

Motorola/ 18 

Robert  W  Galvin/62 

550 

24 

— 

574 

7  of    14 

45 

25 

Admimst 

593 

Murphy  Oil/32 

Robert  J  Sweeney/57 

347 

16 

— 

363 

29  of    34 

33 

1 

Oper. 

167 

Nabisco  Brands/20 

F  Ross  Johnson/53 

906 

— 

— 

906 

12  of    28 

14 

1 

Mar) 

521 

Nalco  Chemical/ 1 1 

Worley  H  Clark  Jr/53 

402 

23 

— 

425 

16  of    17 

25 

2 

678 

National  Bcshs  Texas/  6 

Richard  W  Calvert/53 

279 

6 

- 

286 

122  of  150 

21 

8 

Ba 

191 

National  Can/30 

Frank  W  Considine/63 

704 

8 

143 

855 

3  of      5 

23 

12 

372 

National  City/  6 

Julien  L  McCall/64 

540 

47 

— 

587 

34  of  150 

13 

4 

Ba 

72 

National  Distillers/15 

Drummond  C  Bell/69 

698 

— 

626 

1,325 

10  of    37 

28 

14 

" 

286 

National  Gypsum/ 10 

John  P  Hayes/64 

672 

— 

30 

703 

5  of    10 

38 

2 

224 

National  Intergroup/26 

Howard  M  Love/55 

650 

— 

157 

807 

6  of    16 

29 

5 

Oper 

5 

National  Medical/21 

Richard  K  Eamer/57 

898 

— 

5,473 

6,372 

2  of    31 

16 

16 

Fcj 

453 

Natl  Semiconductor/ 18 

Charles  E  Sporck/57 

498 

— 

— 

498 

12  of    14 

18 

18 

Prodi 

513 

National  Service/36 

Erwin  Zaban/63 

432 

— 

— 

432 

11  of    16 

48 

12 

Administ 

279 

NBD  Bancorp/  6 

Charles  T  Fisher  HI/55 

659 

60 

— 

719 

24  of  150 

26 

2 

B; 

414 

NCNB/  6 

Hugh  L  McColl  Jr/50 

523 

14 

— 

536 

45  of  150 

25 

1 

B; 

NOTE; 

For  explanation  of  industry  group  rankings,  see  page  153-     ^Succeeded  by  Robert  J  Mylod 

1/16/85. 

. 
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The  classified  sky. 


only  aircraft 
t  solely  to  baffle 
my  radar  so 
lions  will  succeed. 


into  airspace  monitored  by 
e  radar  systems  and  you  be- 
a  vulnerable  blip  on  a  screen. 
:  not  if  in  the  sky  with  you  is 
ie  carrying  an  electronic 
.ermeasures  system  designed, 
rated,  programmed,  and  given 
>  by  Grumman, 
i  Grumman  system  bewilders 


hostile  radars,  keeps  your  precise 
position  a  mystery  until  it's  too  late. 

It's  aboard  the  Navy  and  Marine 
Corps  EA-6B  electronic  counter- 
measures  aircraft  and  the  Air  Force 
EF-111,  both  built  by  Grumman.  The 
only  aircraft  totally  dedicated  to 
jamming  enemy  radars. 

The  protective  edge  such  aircraft 
provide  is  one  reason  why  the  per- 
formance of  onboard  electronics  is 
as  important  as  the  performance  of 
the  aircraft.  It's  why  Grumman  air- 
craft typically  carry  twice  the  elec- 
tronics of  comparable  planes.  It's 
why  half  of  Grumman 's  engineers 


are  not  aeronautical  engineers,  but 
specialists  in  electronics. 

It's  why  Grumman  can  build  air- 
craft that  are  cost-effective.  Less 
subject  to  obsolescence.  More 
dependable.  And  able  to  perform 
missions  no  other  plane  can  handle. 

Only  GRUMMAN 


GRUMMAN" 


"A  registered  trademark  of  Grumman  Corporation. 


Who  Gets  The  Most  Pay 


Rank 


Compensation  ($000) 


Company /industry  group 


salary  and 
Chief  executive/age      bonus        other 


stock 
gains 


total 


Rank  in 
industry 


Tenure  (years) 

with 
firm 


as 
CEO 


207 


NCR/13 


Charles  E  Exley  Jr/55         831 


831 


7  of    17 


750 


New  England  Electric/ 16 


Samuel  Huntington/46         147 


42 


189 


61  of    71 


Adminisi 


737 


NY  State  Elec  &  Gas/ 16 


Wells  P  Allen  Jr/64        203 


209 


55  of    71 


36 


Tec 


194 


New  York  Times/33      Arthur  Ochs  Sulzberger/59        625 


227 


852 


6  of    14        31 


22 


Joun 


487 


Newmont  Mining/26 


Plato  Malozemoff/75 


461 


461 


13  of    16       39 


31 


Adminisi 


693 


Niagara  Mohawk  Power/ 16 


John  G  Haehl  Jr/62        274 


275         37  of    71 


23 


12 


561 


Nicor/27 


Clarence  J  Gauthier/63        277 


117 


395 


18  of    25 


39 


14 


Tec 


392 


NL  Industries/29 


Theodore  C  Rogers/51         369 


193 


562 


3  of     6 


Ope 


268 


Norfolk  Southern/38 


Robert  B  Claytor/63         722 


15 


737 


11  of    16 


33 


396 


Norstar  Bancorp/  6 


Peter  D  Kieman/61 


458 


100 


558 


40  of  150        11 


11 


Ins 


419 


North  Amer  Philips/ 18 


Cees  Bruynes/52        530 


530 


10  of    14 


10 


Mai 


770 


Northeast  Savings/41 


Kent  Dixon/47         151 


151 


29  of    33        24 


673 


Northeast  Utilities/16 


William  B  Ellis/44 


289 


289 


31  of    71 


Tei 


688 


No  Indiana  Pub  Svc/27 


Edmund  A  Schroer/57 


260 


21 


281 


24  of    25 


567 


No  States  Power/ 16  Donald  W  McCarthy/63        383 


384 


12  of    71        37 


496 


Northern  Trust/  6  Weston  R  Christopherson/60        450* 


450        66  of  150 


1 


81 


Northrop/  1 


Thomas  V  Jones/64      1,200 


55 


—  1,255 


2  of    12       31 


25 


311 


Northwest  Industries/ 15 


Ben  W  Heineman/71 


625 


42 


667"     31  of    37 


29 


29 


446 


Northwestern  Finl/  6 


Ben  T  Craig/52        377 


126 


503        54  of  150 


626 


No'western  Natl  Life/24 


John  E  Pearson/58        298 


40 


339 


25  of    28       32 


255 


Norton/23 


Donald  R  Melville/58 


538 


16 


194 


748 


7  of    11 


18 


Ma 


566 


Norwest/  6 


'John  W  Morrison/63         356 


18 


385 


88  of  150 


NVF/26 


Victor  Posner/67      4,411 


77 


4,48830       1  of    16 


19 


18 


384 


NWA/  2  3IM  Joseph  Lapensky/66        500 


73 


573 


4  of    13 


40 


295 


Nynex/39 


Delbert  C  Staley/60       -647 


49 


696 


10  of    18        39 


173 


Occidental  Petroleum/32 


Armand  Hammer/87 


893 


893 


19  of    34       27 


27 


94 


Ogden/15 


Ralph  E  Ablon/69      1,175 


—  1,175         13  of    37 


30 


23 


Admini: 


666 


Ohio  Edison/ 16 


Justin  T  Rogers  Jr/55        295 


295 


29  of    71 


26 


697 


Oklahoma  Gas  8i  Elec/16 


James  G  Harlow  Jr/51         259 


12 


272         40  of    71 


24 


644 


Old  Kent  Financial/  6 


John  C  Canepa/54        322 


322       108  of  150        15 


560 


256 


Old  Stone/  6 


Theodore  W  Barnes/54 


373 


23 


396 


85  of  150        37 


Olin/15 


John  M  Henske/62         735 


13 


748 


27  of    37        15 


Op 


380 


144 


297 


Owens-Corning/ 10  William  W  Boeschenstein/59         561 


18 


579 


7  of    10        34 


Owens-Illinois/30 


Robert  J  Lanigan/57         831 


10 


130 


971 


2  of 


34 


Paccar/  4 


Charles  M  Pigott/56         683 


683 


5  of      9 


29 


12 


17 


M; 


Admini 


Admini 


334 


301 


Pacific  Gas  &  Elec/16        Frederick  W  Mielke  Jr/64        619 


19 


638 


1  of    71        34 


Pacific  Lighting/27 


Paul  A  Miller/60 


660 


18 


678 


6  of    25        36 


16 


608 


Pacific  Resources/32 


2Joseph  A  Pelletier/62        342 


350 


30  of-  34    12 


Op> 


Op 


222 


459 


Pacific  Telesis/39 


Donald  E  Guinn/52 


810 


810 


5  of    18       31 


PacifiCorp/16 


Don  C  Frisbee/61 


490 


490 


4  of    71 


31 


13 


229 


493 


Paine  Webber  Group/ 19 


Donald  B  Marron/50 


800 


801 


7  of    12 


26 


Pan  Am/  2 


C  Edward  Acker/56 


450 


452 


7  of    13 


Inv 


Admin; 


622 


Panhandle  Eastern/27 


Robert  D  Hunsucker/60 


340 


340 


22  of    25        33 


463 


267 


Parker-Hannifin/23 


Paul  G  Schloemer/56 


450 


31 


485 


9  of    11        27 


Penn  Central/ 15 


Alfred  W  Martinelli/5  7         712 


26 


738         28  of    37        25 


Op 


NOTE:  For  explanation  of  industry  group  rankings,  see  page  153     'Annualized  current  salary.     ^Figures 
2/27/85      ,0Figures  are  for  year  ended  12/31/83-     3,Succeeded  by  Steven  G  Rothmeir,  1/1/85.     "Succeeded 


are  for  year  ended  12/31/83. 
by  Robert  G  Reed  III,  4/26/85. 


'Succeeded  by  Lloyd  P  J 
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Who  Gets  The  Most  Pay 

■     -^^^^^^^^^^^^^^^^"^^^^^^^^^^^^^^^^^™ 

k            Company /industry  group 

Chief  executive/age 

Compensation  ($000 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Business 
background 

salary  and 
bonus 

other 

stock 
gains 

total 

JC  Penney/34 

William  R  Howell/49 

501 

143 

— 

644 

13  of 

16 

27 

1 

Retailing 

Pennsylvania  P&L/16 

Robert  K  Campbell/55 

234 

— 

— 

235 

49  of 

71 

8 

6 

Technical 

Pennzoil/32 

J  Hugh  Liedtke/63 

636 

- 

— 

636 

22  of 

34 

29 

22 

Legal 

Peoples  Bancorp/  6 

Joshua  Green  HI/49 

237 

— 

— 

237 

135  of  150 

24 

8 

Banking 

Peoples  Energy/27 

Eugene  A  Tracy/57 

212 

699 

— 

911 

lof 

25 

33 

3 

Finance 

PepsiCo/  7 

Donald  M  Kendall/64 

1,050 

- 

— 

1,050 

3  of 

5 

38 

22 

Marketing 

Perkin-Elmer/18 

Horace  G  McDonell  Jr/56 

305 

— 

— 

305 

14  of 

14  . 

33 

1 

Technical 

Petrie  Stores/35 

Milton  J  Petrie/79 

150 

- 

— 

150 

18  of 

18 

58 

58 

Founder 

Pfizer/21 

Edmund  T  Pratt  Jr/58 

976 

— 

— 

976 

12  of 

31 

20 

12 

Finance 

Phibro-Salomon/19 

John  H  Gutfreund/56 

2,304 

35 

— 

2,339 

lof 

12 

32 

1 

Investment 

0 

Vital  statistics 

Armand  Hammer,  87,  of  Occidental  Petroleum  is  the  oldest  CEO.  The 
youngest:  Myron  Filarski,  37,  of  Transohio  Financial. 

Philadelphia  Elec/16 

James  L  Everett/58 

311 

— 

— 

311 

26  of 

71 

35 

7 

Technical 

Philip  Morris/42 

Hamish  Maxwell/58 

907 

1 

364 

1,272 

lof 

3 

31 

1 

Marketing 

Phillips  Petroleum/32 

William  C  Douce/65 

881 

99 

— 

980 

15  of 

34 

43 

5 

Operations 

Piedmont  Aviation/  2 

William  R  Howard/63 

454 

— 

14 

468 

6  of 

13 

7 

2 

Legal 

Pillsbury/20 

"William  H  Spoor/62 

892 

336 

— 

1,228 

5  of 

28 

35 

12 

Operations 

Pioneer/27 

C  David  Culver/49 

337 

103 

— 

440 

17  of 

25 

24 

2 

Operations 

Pioneer  Hi-Bred  Intl/20 

Thomas  N  Urban/5 1 

183 

— 

— 

183 

26  of 

28 

24 

4 

Administration 

Pitney  Bowes/28 

George  B  Harvey/54 

611 

— 

— 

611 

2  of 

2 

28 

2 

Finance 

Pittston/12 

Paul  W  Douglas/58 

400 

10 

— 

410 

lof 

1 

1 

1 

Sales 

PNC  Financial/  6 

34Merle  E  Gilliand/63 

686 

45 

- 

731 

21  of  150 

32 

15 

Finance 

Polaroid/25 

William  J  McCune  Jr/70 

375 

— 

— 

375 

12  of 

12 

45 

5 

Technical 

Portland  Genl  Elec/16 

Robert  H  Short/60 

247 

— 

- 

247 

47  of 

71 

30 

4 

Finance 

Potomac  Electric/ 16 

W  Reid  Thompson/60 

329 

43 

— 

373 

14  of 

71 

14 

14 

Legal 

PPG  Industries/  5 

Vincent  A  Sami/56 

450 

116 

— 

565 

8  of 

12 

16 

1 

Marketing 

Price  Co/35 

Robert  E  Price/42' 

210 

— 

— 

210 

17  of 

18 

9 

9 

Founder 

Primark/27 

Robert  W  Stewart/60 

355 

11 

— 

366 

21  of 

25 

14 

4 

Marketing 

Prime  Computer/ 13 

Joe  M  Henson/5 1 

404 

7 

— 

411 

14  of 

17 

3 

3 

Marketing 

Procter  &  Gamble/ 14 

John  G  Smale/57 

858 

128 

96 

1,082 

2  of 

17 

32 

4 

Administration 

Provident  Life  &  Acc/24 

H  Carey  Hanlin/60 

315 

— 

— 

315 

26  of 

28 

36 

6 

Insurance 

PSFS/41 

M  Todd  Cooke/65 

366 

— 

— 

366 

14  of 

33 

19 

6 

Finance 

Public  Service  Colorado/ 16 

Richard  F  Walker/61 

230 

1 

— 

231 

50  of 

71 

35 

6 

Technical 

Public  Service  Indiana/ 16 

Hugh  A  Barker/59 

189 

5 

— 

194 

59  of 

71 

26 

8 

Finance 

Public  Service  NH/16 

Robert  J  Harrison/54 

165 

— 

— 

165 

68  of 

71 

28 

2 

Finance 

Public  Service  NM/16 

Jerry  D  Geist/5 1 

407 

- 

— 

407 

10  of 

71 

25 

9 

Technical 

Public  Service  E&G/ 16 

Harold  W  Sonn/64 

340 

7 

- 

347 

20  of 

71 

38 

1 

Administration 

Puget  Sound  P&L/16 

John  W  Ellis/56 

187 

6 

— 

193 

60  of 

71 

15 

9 

Legal 

Quaker  Oats/20 

William  D  Smithburg/46 

607 

— 

598 

1,205 

6  of 

28 

19 

3 

Marketing 

Questar/27 

R  D  Cash/43 

219 

8 

— 

227 

25  of 

25 

8 

3 

Technical 

Rainier  Bancorp/  6 

G  Robert  Truex  Jr/61 

524 

— 

— 

524 

49  of  150 

11 

11 

Banking 

Ralston  Purina/20 

William  P  Stiritz/50 

600 

8 

2,449 

3,057 

lof 

28 

21 

3 

Marketing 

B:or  explanation  of  industry  group  rankings,  see  page  153.     "Succeeded  byjohi 

M  Staffon 

1,  5/8/85 

'■•Succeeded  by  Thomas 

H  O'Brien,  4/1/85. 
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ArenWBu  Glad  Y> 


If  you're  the  type  who's  relished  the  pace  of 
even  the  fastest  track,  you're  a  natural  for  British 
Airways'  CONCORDE. 

From   New  York   and  Washington,  DO, 


CONCORDE  cuts  your  flight  time  to  Lo  I 
almost  in  half.  From  Miami,  you  save  almos  wc 
hours. 

So  when  transatlantic  business  calls,  d  jj 


^Jever  Slowed  Down? 


&h  Airways. 

Knd  you'll  discover  why  flying  the  world's 
K  airliner  is  just  one  more  reason  why  we  fly 
People  to  more  countries  than  any  other  airline. 


BRITISH  AIRWAYS 

The  worlds  favourite  airline* 


Who  Gets  The  Most  Pay                               11 

• 

Rank 

Company/industry  group 

s 
Chief  executive/age 

Compensation  ($000] 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Bus  IS  I 
backgi  id ! 

alary  and 
bonus 

other 

stock 
gains 

total 

188 

Raytheon/ 15 

Thomas  L  Phillips/61 

852 

6 

- 

858 

21  of 

37 

37 

16 

Tech  a! 

95 

RCA/ 15 

"Thornton  F  Bradshaw/67 

1,151 

20 

— 

1,171 

14  of 

37 

4 

3 

Administr   n 

745 

Republic  Airlines/  2 

"Daniel  F  May/55 

203 

— 

- 

203 

13  of 

13 

28 

3 

Fit  x 

423 

Republic  New  York/  6 

Walter  H  Weiner/54 

529 

— 

— 

529 

47  of  150 

5 

5 

a] 

327 

RepublicBank/  6 

37James  D  Berry/64 

599 

48 

— 

647 

28  of  150 

35 

8 

Bai  ig 

227 

Revco  DS/35 

Sidney  Dworkin/64 

604 

62 

139 

805 

6  of 

18 

29 

18 

Fo, 

68 

Revlon/21 

Michel  C  Bergerac/53 

1,300 

40 

— 

1,340 

8  of 

31  . 

10 

10 

Administi 

10? 

RJ  Reynolds  Inds/42 

J  Tylee  Wilson/54 

1,034 

32 

15 

1,081 

2  of 

3 

11 

1 

Administi 

266 

Reynolds  Metals/26 

David  P  Reynolds/ 70 

573 

166 

— 

739 

8  of 

16 

48 

9 

Marl 

140 

Richardson- Vicks/ 1 4 

John  S  Scott/59 

662 

19   . 

297 

979 

4  of 

17 

34 

9 

Mart 

449 

Riggs  National/  6 

Joe  L  Allbritton/60 

500 

— 

— 

500 

56  of  150 

4 

3 

F. 

649 

RIHT  Financial/  6 

Henry  S  Woodbridge  Jr/56 

310 

6 

— 

317 

112  of  150 

30 

10 

Fi 

155 

Rite  Aid/35 

Alex  Grass/57 

499 

— 

450 

949 

4  of 

18 

32 

22 

Fo 

317 

Roadway  Services/38 

Charles  F  Zodrow/62 

634 

26 

— 

660 

12  of 

16 

26 

3 

Fi 

739 

Rochester  Gas  &  Elec/16 

Paul  W  Briggs/62 

203 

4 

- 

207 

56  of 

71 

39 

4 

Fi: 

98 

Rockwell  Intl     1 

Robert  Anderson/64 

1,155 

- 

— 

1,155 

4  of 

12 

17 

11 

Tec 

35 

Rohm  &  Haas/ 11 

Vincent  L  Gregory  Jr/62 

772 

12 

1,101 

1,885 

lof 

17 

35 

14 

Fi 

294 

Rubbermaid/ 14 

Stanley  C  Gault/59 

696 

— 

— 

696 

11  of 

17 

5 

5 

Marl 

202 

Ryder  System/38 

M  Anthony  Burns/42 

836 

— 

— 

836 

8  of 

16 

11 

2 

Fi 

531 

Safeco/24 

Roland  M  Trafton/65 

355 

9 

53 

417 

20  of 

28 

32 

6 

Fi! 

442 

Safeway  Stores/37 

Peter  A  Magowan/43 

483 

23 

— 

506 

9  of 

17 

17 

5 

Administ: 

565 

St  Paul  Cos/24 

Robert  J  Haugh/59 

333 

- 

55 

387 

21  of 

28 

36 

1 

Inst 

596 

San  Diego  Gas  &  Elec/16 

Thomas  A  Page/52 

349 

13 

— 

361 

17  of 

71 

7 

3 

Tec  ; 

373 

Sanders  Associates/  1 

Jack  L  Bowers/64 

585 

— 

— 

585 

11  of 

12 

8 

6 

Adminisli 

183 

Santa  Fe  Southern/38 

John  J  Schmidt/57 

863 

5 

- 

868 

7  of 

16 

29 

2 

Bllll 

99 

Sara  Lee/20 

John  H  Bryan  Jr/48 

916 

— 

230 

1,145 

7  of 

28 

25 

10 

Adminisli1 

707 

Scana/16 

Virgil  C  Summer/64 

244 

15 

— 

259 

43  of 

71 

47 

5 

Oper* 

319 

Schering-Plough/21 

Robert  P  Luciano/5 1 

640 

19 

— 

659 

22  of 

31 

6 

3 

511 

SCM/15 

Paul  H  Elicker/62 

417 

16 

— 

433 

35  of 

37 

28 

13 

F 

399 

SCOA  lndustries/34 

Herbert  H  Schiff/68 

556 

- 

- 

556 

15  of 

16 

46 

20 

Re 

299 

Scott  Paper/ 14 

Philip  E  Lippincott/49 

680 

— 

— 

680 

12  of 

17 

26 

3 

Opei<' 

238 

Sea-Land/38 

,            Joseph  F  Abely  Jr/56 

688 

43 

44 

776 

9  of 

16 

1 

1 

F 

115 

GD  Searle/21 

Donald  H  Rumsfeld/52 

913 

149 

— 

1,062 

11  of 

31 

8 

8 

Adminis  I 

25 

Sears,  Roebuck/34 

Edward  R  Telling/66 

1,481 

42 

607 

2,131 

1  of 

16 

39 

7 

Re  i 

59 

Security  Pacific/  6 

Richard  J  Flamson  111/56 

896 

- 

613 

1,508 

4  of  150 

30 

6 

B 

395 

Service  Merchandise/35 

Raymond  Zimmerman/52 

531 

29 

— 

560 

10  of 

18 

24 

12 

Fi 

690 

Shared  Medical  Sys/21 

R  James  Macaleer/5 1 

278 

— 

— 

278 

31  of 

31 

16 

16 

F 

480 

Shawmut/  6 

John  P  La  Ware/5  7 

466 

— 

— 

466 

63  of  150 

6 

4 

B 

112 

Shell  Oil/32 

John  F  Bookout/62 

1,038 

32 

— 

1,069 

10  of 

34 

34 

9 

To 

16 

Sherwin-Williams/35 

John  G  Breen/50 

772 

28 

1,849 

2,649 

3  of 

18 

6 

6 

Ope 

753 

Shoney's/36 

R  L  Danner/60 

187 

— 

— 

187 

16  of 

16 

27 

9 

Ope' 

27 

Signal  Cos/ 15 

Forrest  N  Shumway/58 

927 

38 

1,137 

2,101 

2  of 

37 

28 

17 

367 

Singer/   1 

Joseph  B  Flavin/56 

595 

— 

— 

595 

10  of 

12 

9 

9 

1 

185 

SmithKline  Beckman/21 

Henry  Wendt/51 

737 

22 

104 

863 

17  of 

31 

30 

3 

Ma 

527 

Snap-On  Tools/  5 

William  B  Rayburn/60 

416 

— 

5 

421 

12  of 

12 

31 

1 

Ma 

NOTE:  For  explanation  of  industry  group  1 
Gerald  W  Fronterhouse,  4/17/85. 

ankings,  see  page  153-     ''Succeeded  by  Robert  R  Frederick,  3/6/85.     36Succeeded  by  Stephen  M  Wolf,  4/25/85. 
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r — .. : 

Who  Gets  The  Most  Pay 

, 

- 

Company/industry  group 

Chief  executive/age 

Compensation  ($000) 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Business 
background 

salary  and 
bonus 

other 

stock 
gains 

total 

Society/  6 

Gordon  E  Hef fern/61 

415 

— 

182 

597 

32  of  150 

11 

2 

Administration 

Sonat/27 

Ronald  L  Kuehn  Jr/50 

546 

76 

- 

622 

9  of    25 

5 

1 

Legal 

South  Carolina  Natl/  6 

James  G  Lindley/54 

258 

12 

— 

270 

128  of  150 

6 

4 

Banking 

Southeast  Banking/  6 

Charles  J  Zwick/58 

290 

3 

— 

293 

118  of  150 

16 

5 

Finance 

Southern  Calif  Edison/ 16 

Howard  P  Allen/60 

444 

12 

— 

456 

6  of    71 

31 

1 

Legal 

Southern  Company/ 16 

Edward  L  Addison/55 

486 

— 

— 

486 

5  of    71 

31 

1 

Technical 

So  New  England  Tel/39 

Walter  H  Monteith  Jr/54 

259 

13 

— 

272 

17  of    18 

30 

1 

Sales 

Southland/37 

John  P  Thompson/59 

607 

127 

— 

735 

5  of    17 

36 

24 

Finance 

Southmark/19 

Gene  E  Phillips/47 

520 

— 

— 

520 

9  of    12 

5 

5 

Investment 

SouthTrust/  6 

Wallace  D  Malone  Jr/48 

371 

60 

— 

430 

70  of  150 

26 

4 

Banking 

Southwest  Airlines/  2 

Herbert  D  Kelleher/54 

351 

— 

1,618 

1,969 

1  of    13 

18 

3 

Legal 

Southwestern  Bell/39 

Zane  E  Barnes/63 

850 

19 

— 

869 

4  of    18 

43 

10 

Operations 

Southwestern  Pub  Svc/16 

Berl  M  Springer/64 

273 

12 

— 

285 

32  of    71 

38 

4 

Technical 

Sovran  Financial/  6 

Clifford  A  Cutchins  111/61 

439 

73 

214 

726 

22  of  150 

37 

5 

Banking 

Sperry/13 

Gerald  G  Probst/61 

585 

- 

9 

595 

11  of    17 

24 

3 

Technical 

Square  D/ 17 

Donald  L  Knauss/57 

480 

— 

— 

480 

5  of      5 

16 

1 

Technical 

Squibb/21 

Richard  M  Furlaud/62 

875 

87 

— 

962 

13  of    31 

29 

19 

Legal 

Staley  Continental/20 

Donald  E  Nordlund/63 

583 

— 

— 

583 

17  of    28 

29 

12 

Administration 

Standard  Oil  Ohio/32 

Alton  W  Whitehouse  Jr/57 

868 

34 

257 

1,159 

7  of    34 

16 

7 

Legal 

Stanley  Works/23 

Donald  W  Davis/64 

694 

1 

153 

847 

4  of    11 

37 

19 

Administration 

State  Street  Boston/  6 

William  S  Edgerly/58 

460 

— 

— 

460 

64  of  150 

9 

9 

Finance 

Stauffer  Chemical/ 11 

H  Barclay  Morley/56 

373 

— 

— 

373 

17  of    17 

22 

11 

Technical 

Sterling  Drug/21 

38Dr  W  Clarke  Wescoe/65 

616 

— 

— 

616 

24  of    31 

15 

11 

Technical 

Stop  &  Shop  Cos/37 

Avram  J  Goldberg/55 

534 

6 

— 

540 

8  of    17 

27 

6 

Retailing 

Storer  Communications/  8 

Peter  Storer/57 

350 

— 

— 

350 

4  of      5 

18 

6 

Marketing 

Student  Loan/ 19 

Edward  A  Fox/48 

399 

35 

— 

435 

10  of    12 

12 

12 

Finance 

Subaru  of  America/  4 

Harvey  H  Lamm/49 

513 

30 

— 

543 

8  of      9 

17 

10 

Sales 

Suburban  Bancorp/  6 

Robert  F  Tardio/56 

397 

— 

— 

397 

83  of  150 

11 

11 

Finance 

Sumitomo  Bank  Cal/  6 

Teruhisa  Shimizu/52 

135 

12 

— 

147 

147  of  150 

30 

2 

Banking 

Sun  Banks/  6 

Joel  R  Wells  Jr/56 

330 

21 

53 

404 

78  of  150 

10 

3 

Finance 

*        • 

What  entrepreneurial  revolution? 

On  the  basis  of  their  median  compensation,  CEOs  with  backgrounds 
in  investments,  operations,  marketing,  sales,  finance,  legal  and 
administration  all  made  more  than  founders. 

Sun  Company/32 

Theodore  A  Burtis/63 

880 

14 

150 

1,045 

13  of    34 

18 

6 

Technical 

Sundstrand/  1 

Evans  W  Erikson/58 

551 

407 

— 

958 

7  of    12 

33 

5 

Technical 

Sunwest  Financial/  6 

George  S  Jenks/58 

235 

- 

— 

235 

136  of  150 

34 

3 

Banking 

Super  Food  Services/36 

Jack  Twyman/5 1 

325 

- 

- 

325 

13  of    16 

15 

13 

Administration 

Super  Valu  Stores/36 

Michael  W  Wright/47 

463 

— 

33 

495 

9  of    16 

8 

4 

Legal 

Supermarkets  General/37 

Leonard  Lieberman/56 

600 

8 

— 

609 

6  of    17 

21 

2 

Legal 

Swift  Independent/20 

John  A  Copeland/61 

347 

7 

— 

354 

22  of    28 

37 

4 

Production 

Sysco/36 

John  F  Woodhouse/54 

234 

34 

— 

268 

15  of    16 

15 

2 

Finance 

Tambrands/14 

Edwin  H  Shutt/57 

427 

— 

— 

427 

16  of    17 

4 

3 

Marketing 

Tandem  Computers/ 13 

James  G  Treybig/44 

290 

— 

— 

290 

15  of    17 

10 

10 

Founder 

For  explanation  of  industry  group  rankings,  see  page  153.     '"Succeeded  by  Johr 

M  Pietruski,  2/1/85. 
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Who  Gets  The  Most  Pay 

Rank 

Company /industry  group 

e 

Chief  executive/age 

Compensation  ($000' 

Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Bi 
back 

alary  and 
bonus 

other 

stock 
gains 

total 

356 

Tandy/25 

John  V  Roach/46 

552 

58 

— 

610 

8  of    12 

18 

3 

Ope[ 

694 

TECO  Energy/ 16 

Hugh  L  Culbreath/64 

259 

16 

— 

275 

38  of    71 

28 

13 

I 

747 

Tecumseh  Products/23 

Kenneth  G  Herrick/64 

195 

— 

— 

195 

1 1  of    11 

45 

14 

Procj 

387 

Tektronix/ 18 

Earl  Wantland/53 

380 

17 

172 

569 

8  of    14 

30 

10 

Ope| 

643 

Tele-Communications/  8 

lohn  C  Malone/44 

302 

21 

- 

323 

5  of      5 

12 

12 

Adminii 

190 

Teledyne/15 

Henry  E  Singleton/68 

850 

6 

— 

856 

22  of    37 

24 

24 

Fj 

664 

Telerate/19 

Neil  S  Hirsch/38 

300 

— 

— 

300 

12  of    12 

16 

16 

f| 

203 

Temple-Inland/30 

Clifford  J  Grum/50 

617 

219 

— 

836 

4  of      5 

16 

1 

l] 

157 

Tenneco/32 

James  L  Ketelsen/54 

754 

194 

— 

948 

17  of    34 

26 

6 

I 

412 

Tesoro  Petroleum/32 

Robert  V  West  Jr/64 

464 

75 

- 

539 

23  of    34 

29 

20 

F 

97 

Texaco/32 

John  K  McKinley/65 

1,156 

- 

— 

1,156 

8  of    34 

44 

4 

Te| 

288 

Texas  Air/  2 

Francisco  A  Lorenzo/45 

194 

35 

473 

701 

3  of    13 

13 

5 

1 

547 

Texas  American  Bcshs/  6 

Lewis  H  Bond/63 

389 

14 

— 

403 

79  of  150 

33 

22 

e| 

41 

Texas  Commerce  Bcshs/  6 

Ben  F  Love/60 

774 

966 

— 

1,740 

3  of  150 

18 

12 

ll 

349 

Texas  Eastern/27 

I  David  Bufkin/63 

570 

46 

— 

616 

10  of    25 

36 

5 

Te 

393 

Texas  Instruments/ 18 

J  Fred  Bucy/56 

562 

- 

— 

562 

9  of    14 

32 

1 

Ope| 

1 

38 

Texas  Oil  &  Gas/32 

Forrest  E  Hoglund/5 1 

517 

— 

1,345 

1,861 

4  of    34 

7 

2 

Ope, 

592 

Texas  Utilities/ 16 

Perry  G  Brittain/60 

350 

13 

— 

363 

16  of    71 

35 

2 

Te 

289 

Textron/ 15 

"Robert  P  Straetz/63 

667 

33 

— 

701 

30  of    37 

39 

5 

119 

Third  National/  6 

40Charles  J  Kane/65 

430 

168 

449 

1,046 

5  of  150 

10 

9 

Bj 

477 

Thrifty  Corp/35 

Leonard  H  Straus/  70 

450 

21 

— 

471 

12  of    18 

39 

28 

217 

Time  Inc/33 

J  Richard  Munro/54 

713 

101 

— 

814 

7  of    14 

27 

4 

Op< 

on 

in 

ac 

c. 

276 

Times  Mirror/33 

Robert  F  Erburu/54 

724 

— 

— 

724 

9  of    14 

23 

4 

719 

Toledo  Edison/ 16 

John  P  Williamson/63 

235 

11 

— 

246 

48  of    71 

34 

12 

665 

Toledo  Trustcorp/  6 

George  W  Haigh/53 

274 

- 

26 

300 

116  of  150 

8 

6 

1 

353 

Torchmark/24 

4,Frank  P  Samford  Jr/64 

611 

— 

— 

611 

12  of    28 

37 

18 

1 

636 

Tosco/32 

Matthew  J  Talbot/47 

325 

— 

— 

325 

33  of    34 

17 

2 

1 

3 

Toys  "R"  Us/35 

Charles  Lazarus/61 

2,205 

135 

8,730 

11,070 

lof    18 

29 

29 

1  . 

507 

Trans  World  Airlines/  2 

Carl  E  Meyer  Jr/56 

350 

75 

12 

437 

8  of    13 

17 

6 

177 

Transamerica/19 

James  R  Harvey/50 

590 

— 

293 

883 

5  of    12 

20 

4 

361 

Transco  Energy/27 

William  J  Bowen/63 

600 

— 

— 

600 

12  of    25 

10 

10 

Op.. 

779 

Transohio  Finl/41 

42Myron  Filarski/37 

103 

19 

— 

122 

32  of    33 

13 

1 

1 

174 

Transworld  Corp/36 

L  Edwin  Smart/61 

643 

86 

165 

893 

lof    16 

18 

8 

265 

Travelers/24 

Edward  H  Budd/52 

680 

14 

45 

740 

8  of    28 

30 

4 

Id 

388 

Tribune/33 

Stanton  R  Cook/59 

566 

- 

- 

566 

12  of    14 

34 

13 

Tf  i 

139 

Trust  Co  of  Georgia/  6 

Robert  Strickland/58 

339 

95 

546 

979 

7  of  150 

36 

8 

53 

TRW/ 15 

Ruben  F  Mettler/61 

840 

25 

689 

1,554 

6  of    37 

30 

7 

T. 

710 

Tucson  Electric/ 16 

"Theodore  M  Welp/51 

249 

5 

— 

255 

45  of    71 

11 

9 

18 

Turner/  9 

Walter  B  Shaw/65 

531 

— 

— 

531 

2  of      4 

44 

8 

Op 

520 

UAL/  2 

Richard  J  Ferris/48 

425 

— 

— 

425 

9  of    13 

22 

6 

Admini 

111 

Union  Camp/31 

Peter  J  McLaughlin/56 

618 

11 

445 

1,073 

2  of    17 

39 

5 

114 

672 

Union  Carbide/ 15 

Warren  M  Anderson/63 

961 

15 

91 

1,067 

17  of    37 

40 

3 

Union  Electric/ 16 

William  E  Cornelius/53 

288 

2 

— 

289 

30  of    71 

22 

1 

774 

Union  National/  6 

George  F  Kesel/52 

145 

— 

— 

145 

148  of  150 

8 

3 

116 

Union  Pacific/32 

William  S  Cook/62 

1,043 

16 

— 

1,058 

12  of    34 

16 

2 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  153      "Succeeded  by  Beverly  F  Do 
Ronald  K  Richev,  1  1/85     ^Acting  Chief  Executive  Officer     "Succeeded  by  Einar  Greve,  1/4/85. 

Ian.  1/1/85 

""Succeeded  by  Charles  W  Cook.Jr,  1/17/85. 

"'Succet  i 
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School  of  Engmeerm3,  Trinity  Collese,  Dublin 


A  16th  CENTURY  IRISH  UNIVERSITY: 
21  st  CENTURY  KNOWLEDGE. 


I:  Irish. 

Ish  have  always  had  a  hunger  and  respect  for 

lotion.  Today,  over  40%  of  our  college  students  choose 

i^:e  and  technology. 

[fend. 
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YOUNG  EUROPEANS" 
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403 

Union  Trust  Bancorp/  6 

J  Stevenson  Peck/62 

291 

— 

261 

552 

43  of  150 

37 

13 

Administ 

452 

Uniroyal/  5 

Joseph  P  Flannery/53 

470 

29 

— 

499 

9  of    12 

26 

5 

Mar 

562 

United  Banks  of  Colo/  6 

N  Berne  Hart/55 

372 

21 

- 

393 

86  of  150 

31 

6 

Bi 

782 

United  Brands/20 

Carl  H  Lindner/66 

3544 

— 

— 

35 

28  of    28 

1 

1 

F 

574 

United  Energy/27 

J  Hugh  Roff  Jr/53 

376 

1 

— 

377 

19  of    25 

11 

11 

784 

United  Financial/41 

Charles  E  Hurwitz/44 

ll44 

— 

— 

11 

33  of    33 

1 

1 

Inves 

764 

United  Illuminating/16 

45John  D  Fassett/59 

173 

— 

— 

173 

67  of    71 

11 

9 

348 

United  Jersey  Banks/  6 

T  Joseph  Semrod/48 

472 

— 

146 

618 

31  of  150 

4 

4 

B: 

627 

United  Missouri  Bcshs/  6 

R  Crosby  Kemper  Jr/58 

338 

— 

— 

338 

102  of  150 

35 

15 

Bi 

522 

US  Bancorp/  6 

John  A  Elorriaga/61 

408 

15 

— 

424 

72  of  150 

34 

10 

B; 

570 

United  States  Shoe/  3 

Philip  G  Barach/55 

383 

— 

- 

383 

4  of      4 

24 

17 

Adminis 

145 

United  States  Steel/32 

David  M  Roderick/61 

971 

— 

— 

971 

16  of    34 

26 

6 

F 

110 

US  Tobacco/42 

Louis  F  Bantle/56 

1,052 

22 

— 

1,074 

3  of     3 

22 

12 

Mai 

280 

US  Trust/  6 

Daniel  P  Davison/60 

452 

210 

54 

715 

25  of  150 

6 

4 

B| 

333 

US  West/39 

Jack  A  MacAllister/57 

600 

39 

— 

639 

13  of    18 

35 

9 

Adminis ; 

24 

United  Technologies/ 15 

Harry  J  Gray/65 

1,250 

373 

550 

2,173 

1  of    37 

13 

12 

Adminis  i 

303 

United  Telecom/39 

46Paul  H  Henson/59 

635 

11 

29 

675 

11  of    18 

26 

18 

Tec 

416 

United  Virginia  Bkshs/  6 

Joseph  A  Jennings/64 

382 

34 

117 

533 

46  of  150 

47 

8 

B 

113 

Unocal/32 

Fred  L  Hartley/68 

1,044 

24 

— 

1,068 

1 1  of    34 

46 

20 

Tett 

377 

Upjohn/21 

Ray  T  Parfet  Jr/62 

550 

10 

23 

582 

26  of    31 

37 

23- 

I 

426 

USAir  Group/  2 

Edwin  I  Colodny/59 

527 

— 

— 

527 

5  of    13 

27 

9 

409 

USF&G/24 

Jack  Moseley/54 

387 

156 

— 

543 

13  of    28 

31 

5 

Insi 

220 

USG/10 

47Edward  W  Duffy/66 

802 

11 

— 

812 

2  of    10 

44 

2 

189 

USLife/24 

Gordon  E  Crosby  Jr/64 

565 

293 

— 

858 

5  of    28 

26 

19 

Ma- 

744 

Utah  Power  &  Light/ 16 

48Harry  Blundell/60 

186 

17 

- 

203 

58  of    71 

36 

6 

F 

434 

Valero  Energy/27 

William  E  Greehey/49 

333 

186 

518 

13  of    25 

21 

11 

1 

772 

Valley  Federal  S&L/41 

Robert  E  Gibson/56 

149 

— 

— 

149 

30  of    33 

29 

8 

B 

594 

Valley  National/  6 

Howard  C  McCrady/53 

358 

5 

— 

363 

93  of  150 

10 

2 

I 

62 

Varian  Associates/ 18 

Thomas  D  Sege/59 

655 

219 

597 

1,471 

2  of    14 

22 

3 

Te< 

i 

73 

VF/  3 

Lawrence  R  Pugh/48 

610 

- 

708 

1,318 

1  of      4 

5 

3 

Ma  1 

162 

Vulcan  Materials/ 10 

W  Houston  Blount/63 

600 

324 

— 

924 

1  of    10 

30 

6 

Ope 

264 

Wachovia/  6 

John  G  Medlin  Jr/51 

480 

46 

214 

740 

20  of  150 

26 

8 

i 

634 

Wal-Mart  Stores/34 

Sam  M  Walton/67 

300 

30 

- 

330 

16  of    16 

39 

39 

F 

597 

Waldbaum/37 

Ira  Waldbaum/56 

360 

— 

— 

360 

14  of    17 

38 

36 

Adminis: 

214 

Walgreen/35 

Charles  R  Walgreen  HI/49 

492 

329 

— 

820 

5  of    18 

33 

14 

Ope. 

. 

10 

Wang  Laboratories/ 13 

An  Wang/65 

606 

— 

3,814 

4,420 

2  of    17 

34 

34 

I 

302 

Warner  Communications/25 

Steven  J  Ross/57 

350 

328 

— 

678 

6  of    12 

23 

23 

) 

- 

55 

Warner-Lambert/2 1 

49Ward  S  Hagan/65 

896 

17 

622 

1,535 

6  of  '31 

15 

7 

Ma 

679 

Washington  Mutual/41 

Louis  H  Pepper/6 1 

270 

7 

8 

285 

22  of    33 

3 

3 

653 

Washington  National/24 

Stanley  P  Hutchison/61 

298 

6 

9 

314 

27  of    28 

38 

9 

262 

Washington  Post/33 

Katharine  Graham/68 

547 

195 

— 

742 

8  of    14 

22 

12 

Admini! 

775 

Washington  Water/ 16 

Paul  A  Redmond/48 

141 

4 

— 

145 

70  of    71 

20 

1 

Opt 

320 

Waste  Management/36 

Dean  L  Bunt  rock  /  54 

567 

91 

— 

658 

4  of    16 

28 

16 

1 

650 

Weis  Markets/37 

Sigfried  Weis/69 

304 

12 

— 

316 

16  of    17 

46 

25 

R 

218 

Wells  Fargo/  6 

Carl  E  Reichardt  Jr/53 

775 

- 

38 

813 

16  of  150 

14 

2 

1 

NOTE: 
4/23/85 

For  explanation  of  industry  group  rankings,  see  page  153.     ""Director's  fee  onlj 
Succeeded  by  Robert  J  Day,  6/1/85.     '"'Succeeded  by  James  C  Taylor,  2/1/85. 

"Succeeded  by  George  W  Edwards,  4/15/85.     "Succeeded  by  William  7 
"'Succeeded  by  Joseph  D  Williams,  1/1/85. 

152 

FORBES,  JUNI 

Who  Gets  The  Most  Pay 

Chief  executive/age 
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Rank  in 
industry 

Tenure 

with 
firm 

(years) 

as 
CEO 

Business 
background 

Company/industry  group 

salary  and 
bonus 

other 

stock 
gains 

total 

Wendy's  IntI/36 

Robert  L  Barney /48 

555 

6 

— 

561 

6  of 

16 

15 

5 

Administration 

West  Point-Pepperell/14 

Joseph  L  Lanier  Jr/53 

498 

331 

— 

829 

7  of 

17 

28 

9 

Operations 

Western  S&L/41 

Gary  H  Driggs/50 

341 

5 

— 

346 

18  of 

33 

23 

9 

Banking 

Western  Union/39 

Robert  S  Leventhal/58 

1950 

— 

— 

19 

18  of 

18 

1 

1 

Operations 

Westinghouse  Electric/ 15 

Douglas  D  Danforth/62 

858 

684 

— 

1,543 

7  of 

37 

30 

1 

Production 

Westvaco/3 1 

David  L  Luke  111/61 

601 

25 

— 

626 

9  of 

17 

33 

21 

Finance 

Wetterau/36 

Ted  C  Wetterau/57 

490 

— 

— 

490 

10  of 

16 

33 

15 

Marketing 

Weyerhaeuser/3 1 

George  H  Weyerhaeuser/58 

672 

13 

— 

685 

7  of 

17 

35 

19 

Production 

Whirlpool/ 14 

Jack  D  Sparks/62 

626 

31 

43 

699 

10  of 

17 

44 

2 

Marketing 

White  Consolidated/ 14 

Roy  H  Holdt/64 

567 

108 

— 

675 

13  of 

17 

43 

8 

Finance 

The  fast  track 

Of  the  five  CEOs  under  the  age  of  40,  three  are  in  finance:  Myron  Filarski 
of  Transohio  Financial,  Thomas  Spiegel  of  Columbia  Savings  and  Harold 
W.  Pote  of  Fidelcor.  And  one  of  the  exceptions — Neil  Hirsch  of  Telerate — 
is  close  to  finance.  Odd  man  out?  Retailer  Andrew  Lewis  of  Best  Products. 


Whitney  Holding/  6 


Patrick  A  Delaney/53        363 


36 


399        81  of  150        31 


Banking 


Whittaker/15 


Joseph  F  Alibrandi/56        525 


98 


623 


32  of    37 


15 


10 


Administration 


Wickes  Cos/35 


Sanford  C  Sigoloff/54        957  4,338 


—         5,295 


2  of    18 


Operations 


Willamette  Inds/31 


William  Swindells  Jr/54        377 


21 


398 


14  of    17 


31 


Operations 


Williams  Cos/27 


Joseph  H  Williams/52        866 


29 


896 


2  of    25 


26 


Operations 


Wilson  Foods/20 


Kenneth  J  Griggy/5 1        403 


48 


450 


19  of    28 


Marketing 


Winn-Dixie  Stores/37 


A  Dano  Davis/40 


393 


28 


420 


12  of    17 


16 


Retailing 


Wisconsin  Electric/16 


Charles  S  McNeer/59 


276 


277        36  of    71 


35 


Technical 


Witco  Chemical/ 11 


William  Wishnick/60 


513 


513 


14  of    17 


43 


13 


Administration 


FW  Woolworth/34 


John  W  Lynn/64        810 


30 


840 


9  of    16        43 


Operations 


Xerox/28 


David  T  Kearns/54 


662 


255 


918 


lof 


13 


Sales 


Yellow  Freight  System/38 


George  E  Powell  Jr/59        523 


26 


549 


14  of    16 


33 


16 


Administration 


Zayre/34 


Maurice  Segall/56      1,100 


1,100 


4  of    16 


Retailing 


Zenith  Electronics/ 14 


Jerry  K  Pearlman/46        461 


18 


486 


15  of    17 


14 


Finance 


Zions  Utah  Bancorp/  6 


Roy  W  Simmons/69         2 1 2 


80 


292       119  of  150 


31 


19 


Banking 


For  explanation  of  industry  group  rankings,  bee  below.     '"Director's  fee  only. 


Industry  group  codes 

These  numbers  correspond  with  the  industry  group  codes  that  follow  company  names  in 

the  second 

column  of  the  table.  Column  eight  ranks  each  individual's 

compensation  within  that  industry  group. 

1 

tepace  and  defense 
ransport 

10.  Building  materials 

19  Financial  services 

28.  Office  equipment 

37.  Supermarkets 

11.  Chemicals 

20.  Food  processors 

29.  Oilfield  drillers  and  services 

38.  Surface  transportation 

irel 

12.  Coal 

21.  Health  care 

30  Packaging 

39.  Telecommunications 

mobiles  and  trucks 

13  Computers 

22.  Heavy  equipment 

31.  Paper 

40.  Textiles 

motive  suppliers 

14.  Consumer  products 

23.  Industrial  machinery 

32.  Petroleum 

41.  Thrift  institutions 

3 

15.  Diversified  companies 

24. Insurance 

33  Publishing 

42.  Tobacco 

pages 

16.  Electric  utilities 

25.  Leisure  and  recreation 

34,  Retailers,  general 

dcasting 

17.  Electrical  equipment 

26.  Metals 

35.  Retailers,  specialty 

iers 

18.  Electronics 

27.  Natural  gas  utilities 

36.  Services 

,  JUNE  3,  1985 
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AIR  &  Sp<\CE  TECHNO 


by  Jack  Aboaf 


M. 


l;-ft* 


station  and  President  Ronald  Reagan's  Strategi 
Defense  Initiative,  commonly  known  as  the  "Star  Wars" 
plan,  could  well  open  the  way  for  real  and  fruitful 
international  cooperation  in  space  research. 

America's  major  Western  Allies  have  already  accepted 
the  idea  of  joining  in  the  U.S.  space  station  venture, 
scheduled  to  be  launched  in  the  early  1990s. 
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ROLLS-ROYCE  •  GRUMMAN  •  HONEYWELL 
BENDIX  •  IPECO  •  GOODYEAR  •  COLLINS 
FOKKER  •  TRT  •  WESTON  •  SUNDSTRAND 
MENASCO  •  INTERTECHNIQUE  •  AMETEK 
LITTON  •  FAIRCHILD  •  GRAVINER  •  PPG 
fELEDYNE  •  GRIMES  •  STERER  •  FAIREY 
BARKER  •  ABEX  •  GARRETT  AIRESEARCH 
-LIGHT  REFUELLING  •  GABLES  •  SMITHS 
SPERRY  •  SFENA  •  DOWTY  •  HYDRO  AIRE 


What  we  have 

in  common  is  the 

aircraft  we're  creating. 


From  America  and  Europe,  the  best  names 
in  the  aviation  industry  are  working 
together  to  build  the  only  true  100-seat, 
high-tech  fanjet  in  the  world:  an  economi- 
cal airliner  designed  to  perform  profitably 
in  highly  competitive  airline  markets. 
When  some  of  the  most  respected 
companies  in  aviation  combine  their 


Dutch. 

Dedicated. 

Dependable. 


experience  and  expertise,  the  result  is  a 
truly  exceptional  airliner. 

Initial  investment  for  the  Fokker  100  is 
the  lowest  of  any  new  jet  airliner.  Trip- 
mile  cost  is  the  lowest  of  any  aircraft  in 
its  class,  and  seat-mile  cost  is  comparable 
with  new  technology  150-seat  aircraft. 

The  Fokker  100.  It's  the  one  to  beat. 


Fokker 

Amsterdam 

Holland 


Fokker  Aircraft  U.S.A.,  Alexandria,  Virginia 
Fokker,  Melbourne,  Australia 
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INTERNATIONAL 


AIR  &  SPACE  TECHNOLOGY 


Despite  initial  doubts  and  vacillation 
on  the  part  of  certain  Allies,  and  despite 
looming  problems  of  financing,  work  divi- 
sion and  political  implications,  the  odds 
are  that  the  nations  officially  invited 
(NATO  members.  Japan,  Australia  and 
Israel)  will  participate  in  the  mammoth 
Star  Wars  project,  provided  that  the  shar- 
ing of  technological  know-how  is  a  two- 
way  street  with  the  United  States. 

Indeed,  fear  of  being  left  out  of  a  $26 
billion  project  that  would  employ  a  variety 
of  emerging  technologies,  which  could 
have  numerous  peacetime  applications, 
may  tip  the  scales  in  favor  of  participation. 

However,  cooperation  in  both  projects  is 
not  likely  to  lessen  U.S. -European  compe- 
tition elsewhere  in  air  and  space.  On  the 
contrary,  all  signs  point  to  growing 
competition  for  the  multibillion-dollar 
business  in  civilian  and  military  aircraft, 
helicopters,  motors,  satellites,  tactical 
weapons  and  space  systems. 

In  the  civilian  aircraft  sector  alone, 
more  than  50  percent  of  the  world's  pres- 
ent fleet  of  carriers  will  have  to  be  re- 
placed before  the  end  of  the  century,  not 
counting  prospects  for  increased  air 
traffic. 

In  space,  more  than  300  commercial 
satellites  are  expected  to  be  launched 
worldwide  during  the  next  10  years. 


As  NASA  Administrator  James  Beggs 
puts  it:  'The  communications  satellite 
business  is  one  of  the  fastest  growing  in- 
dustries in  the  world,  with  an  estimated 
market  of  more  than  $3  billion  a  year  in 
sales  potential  through  the  year  2000." 

Although  the  United  States  has  as- 
sumed an  uncontested  leading  role  in  air 
and  space  in  the  20th  century,  Europe 
now  commands  a  powerful  force  to  be 
reckoned  with. 

Europe's  aeronautical  and  space  indus- 
try has  indeed  proved  its  ability  to  com- 
pete head-on  against  the  best  that  is 
offered  in  the  world  today  and  is  well  pre- 
pared to  meet  the  challenges  of  tomorrow. 

European  cooperation  in  space,  under 
the  aegis  of  the  European  Space  Agency 
(ESA),  received  a  strong  boost  earlier  this 
year  when  its  11  member  nations  en- 
dorsed a  long-term  program  aimed  at  en- 
hancing European  autonomous  capability 
and  competitiveness  in  all  sectors  of 
activity. 

To  implement  the  ambitious  10-year 
program,  which  includes  European  partic- 
ipation in  the  U.S.  permanent  space  sta- 
tion and  the  construction  of  a  more 
powerful  launcher  (Ariane-5),  members 
have  agreed  to  boost  ESA's  annual  budget 
70  percent  to  $1.3  billion  by  1989  from 
the  current  $750  million. 


ESA's  programs  are  backed  by  Euro- 
space,  a  private  group  of  about  40  banks 
and  aerospace  companies  from  its  11 
members,  plus  Austria  and  Norway. 


Renato  Bonifacio,  chairman  and  chief  ex 
ecu  five  officer  ofAeritalia,  "has  made  the' 
Italian  aerospace  industry  fly  high. " 


h 
I 


How  do  Japan* 


DEVELOPMENTS  IN  ITALY 

An  example  of  the  keen  interest  shown 
for  international  cooperation  is  provided 
by  Aeritalia,  Italy's  largest  aerospace 
:ompany,  itself  a  member  of  the  giant 
[RJ/Finmeccanica  group. 

Chairman  and  CEO  Renato  Bonifacio 
jerceived  early  that  the  future  of  Aeritalia 
ay  with  international  cooperation.  He 
>utlines  his  reasoning  thus:  "Basically, 
he  certainty  that  aerospace  projects  are 
rreversibly  stretching  beyond  national 
wundaries,  a  trend  confirmed  by  the 
:urrent  evolution  and  which  is  bound  to 
:ontinue. 

"Carriers  are  confronted  with  ever-in- 
:reasing  operational  costs,  and  their  pri- 
nary  concern  in  cost-saving  programs 
ias  forced  upon  aircraft  industries  a  re- 
entless  technological  demand.  ...  Air 
orces  require  highly  sophisticated  planes 
kihose  performance  and  reliability  must 
ie  constantly  improved,"  he  says. 

Bonifacio  points  out  that  continued  in- 
reases  for  research  and  development  en- 
ails  heavy  expenditures.  (13  percent  of 
»eritalia's  workforce  is  engaged  in  R&D.) 
Non-recurrent  costs  for  the  design  of  an 
dvanced  commercial  jet  average  between 
2  and  $3  billion,  and  probably  as  much 
)r  an  advanced  fighter  aircraft,"  Bonifacio 
ays. 


Aerospatiale's  ATR42,  a  new  generation  of  regional  transport  aircraft 


fighters  get  to  the  fire  ? 


# 


They  do  it  with  French  helicopters. 
For  many  years  now  Aerospatiale  has 
been  supplying  Alouettes,  Furnas,  and  just 
recently  Dolphins  to  the  firemen  of  Tokyo 
and  Yokohama.  They  are  Aerospatiale's 
best  customers  in  Japan. 

Introduced  by  Sony  and  Nozaki, 
Aerospatiale  helicopters  have  established 
themselves  as  the  best  in  the  fight  against 
fire,  as  well  as  in  fields  such  as  surveillance, 
rescue,  and  many  other  vital  tasks.  From 
transporting  VIPs  to  TV  news  gathering. 

In  America,  the  US  Coast  Guard  will 
be  soon  using  96  Dolphins  in  all  types  of 
weather  from  Alaska  to  the  Gulf  of 
Mexico,  for  such  duties  as  patrolling  and 
rescue. 

For  helicopters  -  as  is  the  case  for  all 
our  products  -  we  work  hand  in  hand 
with  our  customers  to  come  up  with  the 
best  possible  solutions  to  their  problems. 
Which  goes  a  long  way  toward  explaining 
why  80  %  of  our  sales  are  in  foreign 
markets. 


Developing  specific  solutions  for 
our  clients  problems,  that's  what  makes 
Aerospatiale  special. 


gfBiaerospatiale 
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that's  special. that's  aerospatiale. 
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Aeritalia  's  AMX  fighter 

He  maintains  that  it  was  no  longer  pos- 
sible for  industrialized  countries  to  go  it 
alone  in  aerospace  programs  because 
financial  commitments  exceed  a  single 
country's  means. 

"The  fact  that  the  United  States,  the 
only  country  capable  of  supporting  auton- 
omous development,  has  become  aware  of 
the  need  to  share  risks  and  obligations 
with  other  nations  is  significant  in  itself," 
he  says. 


Bonifacio  notes  that  Aeritalia's  coopera- 
tion with  the  United  States — excluding 
the  military  programs  carried  out  under 
license  immediately  after  World  War  II — 
began  in  the  1960s  with  the  McDonnell 
Douglas  DC9  program,  followed  by  the 
DC  10.  Early  in  the  1970s,  the  company 
began  to  participate  in  development  of  the 
B767  with  Boeing  and  the  Japanese  con- 
sortium CTDC.  "This  program  gave  Aeri- 
talia a  unique  experience  in  carbon  fibers 


I    sin 
and  composite  materials,  and  it  represemjjkloi 
the  only  U.S.  program  for  civil  aircraft  in 
which  a  European  country  is  involved," 
he  says. 

More  recently,  Aeritalia  was  awarded  th 
development  and  production  of  the  tail 
and  flaps  in  carbon  fiber  for  the  MD80. 

"Space  has  also  represented  an  impor- 
tant issue  for  Aeritalia,"  Bonifacio  contin- 
ues. "In  addition  to  the  spacelab,  in  whicijjic 
many  European  countries  have  been  ac 
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ve,  Aeritalia  is  working  on  a  NASA  pro- 
ram  with  Martin  Marietta — 'Tethered,' 
ie  'satellite  on  a  string ,'  was  an  idea  con- 
ived  in  Italy." 

Bonifacio  adds  that  to  cooperate  with 
ie  U.S.  on  President  Reagan's  proposals 
he  permanent  space  station  and  the 
:rategic  Defense  Initiative)  "would  mean 
further  development  of  what  Aeritalia 
is  been  doing  for  years. ...  It  will  be  a 
lallenge  which  we  do  not  want  to  miss." 
When  Bonifacio  took  over  the  company 
1971,  its  main  activities  consisted  of  a 
mple  of  military  programs  with  two 
ain  divisions  (aircraft  and  instrumenta- 
m),  while  a  series  of  mergers  were  in 
e  offing  in  an  attempt  to  nationalize 
ily's  aerospace  sector. 
The  policy  of  expanding  the  company's 
tivities  to  related  sectors  through  merg- 
5  and  acquisitions  was  pursued  aggres- 
•'ely.  Today,  Aeritalia,  with  a  workforce  of 
i  me  14,500,  boasts  several  operational 
oups,  which  cover  virtually  the  entire 
irospace  field.  These  include  military 
id  civilian  aircraft,  avionics  and  equip- 
>;nt,  space  systems  and  alternative  ener- 
ks,  remote  piloted  vehicles,  maintenance 
id  overhaul,  aircraft  engines,  RPVs  and 
ssiles,  and  general  aviation. 
(Bonifacio,  a  mechanical  engineer  with  a 
I  id  managerial  background,  has  success- 


fully instilled  a  sense  of  unity  and  purpose 
among  the  company's  various  production, 
development  and  R&D  units  spread  across 
the  country — without  imposing  uniform- 
ity of  thought,  but  by  taking  full  advan- 
tage of  the  specific  characteristics  of  the 
manpower  and  the  facilities  available.  To- 
day, each  division  of  Aeritalia  has  complete 
autonomy  with  full  responsibility  for  the 
development  of  its  product  line. 
AEROSPACE  IN  FRANCE 

With  its  pioneering  achievements,  wide- 
ranging  experience  and  solid  technologi- 
cal base,  France  was  and  remains  Eu- 
rope's pacesetter  in  aeronautics  and  space. 

About  160  French  companies,  ranging 
from  giants  like  Aerospatiale  to  small 
specialized  manufacturers,  cover  the 
whole  spectrum  of  aerospace-related  ac- 
tivities. The  industry  recorded  sales  of 
60.3  billion  francs  in  1983,  of  which  65 
percent  was  in  exports. 

With  a  total  workforce  exceeding 
127,000,  the  French  aerospace  industry  is 
supported  by  an  impressive  array  of  study 
and  testing  facilities  in  22  specialized  cen- 
ters and  by  scores  of  laboratories  spread 
across  the  country. 

Aerospatiale  is  Europe's  leading  aero- 
space manufacturer.  The  company  is  the 
only  one  that  designs  and  manufactures  a 
full  range  of  products.  It  is  capable  of  de- 


livering complete  satellite  systems  on  a 
turnkey  basis,  providing  both  the  satellite 
and  the  ground  stations. 

The  company  builds  24  different  types 
of  civil  and  military  aircraft  and  helicop- 
ters, alone  or  in  partnership  with  national 
or  foreign  firms.  It  employs  upwards  of 
40,000  people  in  17  factories,  and  it  regis- 
tered a  turnover  of  24  billion  francs  last 
year,  of  which  62  percent  were  in  exports. 

Its  helicopter  division  is  the  world's  sec- 
ond largest  after  America's  Bell  Helicopter, 
with  a  comprehensive  line  of  models  rang- 
ing from  the  single-engine  five-seater  to 
the  three-engine  30-seat  machine. 

Aerospatiale  is  also  one  of  the  world's 
leading  manufacturers  of  tactical  anti- 
tank, antiship  and  antiaircraft  missiles, 
with  over  600,000  sold  to  more  than  50 
countries.  It  also  builds  tactical  nuclear 
weapons  for  the  French  Army. 

In  space  Aerospatiale  is  the  industrial 
architect  and  stage  contractor  for  Eu- 
rope's Ariane  rocket  launcher,  and  it  is  a 
major  contributor  in  national,  European 
and  international  satellite  programs.  In 
February,  Ariane  placed  in  orbit  the  Arab- 
sat  communications  satellite  built  by 
Aerospatiale.  It  was  the  first  of  three  or- 
dered by  the  22  countries  of  the  Arab  Lea- 
gue under  a  $135  million  contract  won 
against  strong  U.S.  competition. 


\r  heart  into  our  technology. 


Aerospatiale  is  proud  of  its  cooperative 
ventures  in  aeronautic  and  space  programs: 
Concorde,  Airbus,  the  Ariane  launcher,  our 
Exocet  missile  systems,  not  to  mention  our 
helicopters  where  we're  the  world's  leading 
exporter,  or  satellites  like  Meteosat  and 
Arabsat 

Successes  like  these  are  more  than  a 
demonstration  of  Aerospatiale's  dedication 
to  excellence  and  our  mastery  of  advanced 
technologies.  They  also  show  our  ability 
to  successfully  co-operate  with  our  partners. 
In  Europe,  in  America  or  anywhere  else 
in  the  world. 

The  artificial  heart  you  see  here  works 
almost  like  the  real  thing.  It's  a  spin-off 
of  technologies  we  use  everyday.  Like 
computer  assisted  design,  micromechanics, 
and  composite  materials.  In  fact,  we  think 
of  it  as  the  offspring  of  Concorde,  Ariane 
and  Arabsat 

Aerospatiale  is  proud  to  play  an  important 
role  in  medical  research.  We're  equally 


proud  that  if  s  done  in  partnership  with  Saudi 
Arabia.  At  Aerospatiale,  innovating  means 
sharing. 

And  thafs  what  makes  us  special. 
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Aerospatiale's  Dolphin  helicopter  used  by  the  U.S.  Coast  Guard. 


How  to  fly  a  big  airplane  i* 
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Additionally,  in  cooperation  with  Aero- 
patiale,  MBB  and  Erno  of  West  Germany 
iope  for  a  chunk  of  the  commercial  space 
tiarket  with  three  basic  models — Space- 
us-100,  -200  and  -300— a  new  family  of 
^communications  satellites. 

The  French  power  plant  industry,  in- 
olving  five  main  manufacturers,  has  a 
rorkforce  of  25,000. 

SNECMA,  one  of  the  world's  leading 
lotor  manufacturers,  specializes  in  the 
evelopment  and  production  of  medium- 
nd  high-power  engines  for  military  and 
ivil  applications.  The  company  produces 
le  Atar  series  of  turbojets  for  the  Mirage 
ghters  and  other  military  aircraft,  and 
le  CF-6  and  CFM-56  turbofan  series  for 
ivilian  transports  in  collaboration  with 
eneral  Electric  of  the  U.S. 

Another  major  French  manufacturer  is 
ociete  Europeenne  de  Propulsion  (SEP), 
urope's  leader  in  liquid  propellant  pro- 
jlsion,  which  is  among  the  top  in  remote 
:nsing  ground  stations  and  image  analy- 
s  systems.  The  company  is  the  prime 
)ntractor  for  the  development,  testing 
id  production  of  the  propulsion  systems 
:  the  three  stages  of  the  Ariane  launch 
ihicle.  It  is  currently  studying  the  devel- 
)ment  of  a  more  powerful  cryogenic  en- 

ne,  the  MH60,  which  will  power  the 


second  stage  of  the  Ariane-5  rocket  in  the 
mid-1990s  (5  tons  in  geostationary  orbit, 
20  tons  in  low  earth  orbit). 

The  French  aerospace  industry  also 
builds  a  variety  of  missiles  and  weapons 
systems,  with  Aerospatiale  and  Matra  the 
principal  manufacturers. 
HELICOPTER  PREVIEW 

Bell  Helicopter  Textron,  the  uncon- 
tested world  leader,  will  highlight  its  new 
model  400  helicopter  at  all  of  its  locations 
at  the  Paris  Air  Show.  It  also  will  feature 
l/10th  scale  models  of  its  entire  commer- 
cial and  military  product  line. 

Model  400,  the  first  of  a  new  family  of 
light  twin  helicopters  to  be  manufactured 
in  Canada,  is  a  seven-seat  aircraft  still  in 
test  flight.  Certification  is  expected  by 
mid- 1986.  It  will  have  an  approximate 
gross  weight  of  5,500  lbs.,  cruise  at  14 
knots,  range  more  than  400  miles  and 
carry  a  useful  load  of  about  2,500  lbs.  Also 
to  be  developed  in  Canada  are  models 
400A  and  440. 

Other  Bell  aircraft  at  the  show  will  in- 
clude the  OH-58d  aeroscout,  which  pro- 
vides the  field  commander  with  advanced 
scout  capabilities.  The  U.S.  Army  plans 
to  procure  578  units  over  a  seven-year 
period. 

Model  406CS  is  a  four-bladed,  light 


combat  aircraft  with  Guplus-change 
weapons  systems. 

The  222UT  is  a  skid-mounted,  no-frills 
version  of  the  222B,  a  mid-size  twin.  It  is 
one  of  Bell's  more  popular  models,  partic- 
ularly for  offshore,  emergency  medical 
and  civil  government  agency  applications. 

Largest  and  most  powerful  of  Bell's 
commercial  aircraft  is  the  20-seat  214ST. 
It  has  achieved  outstanding  reliability  in 
all  sorts  of  weather  and  terrain  for  long- 
range  offshore  use  and  as  a  military 
transport. 

Model  412  is  a  15-seat,  four-bladed 
workhorse  for  utility,  offshore,  and  other 
transport  chores.  It  has  been  given  the 
additional  tag  SP  in  recognition  of  four 
new  special  performance  features:  in- 
creased maximum  takeoff  weight,  55 
percent  more  standard  fuel,  15  knot  im- 
provement in  comfort  level  and  the  availa- 
bility of  forward-facing  passenger  seats. 

One  of  Bell's  most  visible  products,  the 
Tilt  Rotor  aircraft,  will  be  featured  with 
several  configurations  of  l/10th  scale 
models. 
EUROPEAN  AIRCRAFT 

Societe  des  Avions  Marcel  Dassault- 
Breguet  Aviation,  of  France,  specializes  in 
fighter  aircraft,  the  best  known  being  the 
Mirage  line,  as  well  as  the  Falcon  Execu- 


itips  of  your  fingers? 


Fifteen  years  ago,  we  designed  and 
built  Concorde,  using  technologies  never 
previously  seen  in  a  commercial  aircraft. 

Today,  the  Airbus  remains  at  the 
cutting  edge  of  technology.  The  proof: 
shortly  we'll  be  introducing  the 
Airbus  A  320.  The  first  of  a  new 
generation  of  safer,  more  efficient  aircraft 

In  the  new  Airbus  A  320  "flying  by 
wire"  will  replace  the  conventional  aircraft 
controls,  making  life  much  easier  for  the 
pilot  In  terms  of  comfort,  safety  and 
flight  monitoring. 

By  means  of  a  mini-stick,  the  pilot  can 
transmit  extremely  precise  commands 
and  check  they've  been  carried  out  on  a 
visual  display  -  part  of  an  entirely  new 
concept  in  cockpit  instrument  panels 
designed  to  make  all  flight  data  easily  and 
immediately  available  to  the  pilot 

At  Aerospatiale,  high  technology  is 
our  stock-in-trade.  That's  how  we  meet 


both  the  interests  of  the  passengers  and 
the  economic  requirements  of  the  airlines. 
And  that's  what  makes  Aerospatiale 
special. 
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Pan  Am s  A310  Airbus  now  in  service.  Pan  Am  has  agreed  to  purchase  75  of  Airbus 's  new  150-seat  A320  airliners. 


tive  Jets.  Close  to  1,000  Falcon  Jets  have 
been  ordered  to  date. 

Another  important  European  aircraft 
manufacturer  is  the  Fokker  company  of 
the  Netherlands. 

Fokker  Dutch  Aerospace  Co.,  one  of  the 
oldest  established  in  the  world,  is  a  pri- 
vately-owned manufacturer  of  civil  and 
military  aircraft,  with  divisions  for  repairs 
and  overhaul  and  space. 

One  of  the  most  successful  of  the  Fok- 
ker family  is  the  F-27  "friendship"  short- 
haul  twin  turboprop,  powered  by  Rolls 
Royce  engines,  which  seats  56  passengers. 

The  F-50  is  the  first  of  a  new  generation 
of  short-haul  jets  with  a  seating  capacity 
of  50.  It  is  to  be  followed  by  the  F-100 
Fanjet. 

Fokker  Dutch  registered  a  turnover  of 
1,534  billion  Dutch  guilders  in  1983,  69 
percent  of  which  were  accounted  for  by 
civil  aircraft  and  14  percent  by  military 
planes.  The  company  employs  8,700  peo- 
ple in  five  plants  in  Holland,  and  it  also 
has  a  wholly-owned  marketing  subsidiary 
in  Alexandria,  Va. 
EUROPEAN  COOPERATIVE 
VENTURES 

From  a  commercial  point  of  view,  the 
most  successful  European  cooperative 
ventures  to  date  are  the  Ariane  vehicle 
launcher  and  the  widebody  Airbus — both 
of  which  directly  compete  against  Ameri- 
can products. 

Ariane  has  placed  Europe  in  a  prime  or- 
bital position  capable  of  capturing  a  sub- 
stantial share  of  the  multibillion-dollar 
market  for  supplying  satellite  and  launch 
services  to  space  agencies  and  telecom- 
munication companies. 

From  its  first  lift-off  in  December  1979 


to  its  twelfth  commercial  launch  in  Feb- 
ruary 1985,  Ariane  has  confirmed  Eu- 
rope's high  technology  standards.  The 
three-stage  rocket  is  developed  and  pro- 
duced under  the  management  of  the 
French  National  Space  Agency  (CNES). 

Thanks  to  the  new  $200  million  firing 
pad,  the  "Spaceport"  of  Kourou,  in  French 
Guiana,  is  now'capable  of  handling  one 
launch  per  month.  The  site  was  chosen 
because  it  offers  an  ideal  situation  near 
the  equator  and  an  open  prospect,  both  to 
the  east  and  to  the  north,  for  launching 
the  synchronous  relay  stations  on  which 
worldwide  telecommunications  are  based. 

When  Airbus  Industrie  launched  the 
A320  in  March  1984,  the  European 
consortium — Aerospatiale  of  France, 
Deutsche  Airbus  of  West  Germany  (each 
owning  37.9  percent),  British  Aerospace 
Pic  (20  percent)  and  CASA  of  Spain  (4.2 
percent) — did  more  than  just  add  a  new 
product  to  its  A300  and  A310  airliner 
range.  It  entered  the  150-seater  market  for 
the  first  time,  moving  one  step  closer  to 
offering  a  complete  airliner  family. 

The  A320,  scheduled  to  begin  service  in 
1988,  is  described  by  its  makers  as  the 
commercial  aircraft  "of  the  next  20  to  25 
years"  with  "the  most  complete  package 
of  new  aviation  technology  to  become 
available  to  the  airlines  since  the  dawning 
of  the  jet  age."  The  twin-engine  airliner 
will  have  a  range  of  2,000  nautical  miles 
(NM),  with  a  follow-up  version  cruising 
2,600  NM. 

In  line  with  its  present  market  forecast, 
the  consortium's  next  move  will  be  to 
penetrate  the  long-range  market  with  the 
TA11,  and  later,  to  enter  the  high-capacity 
short-medium  haul  with  the  TA9. 
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The  TA11,  the  European  consortium-! 
aircraft  for  the  1990s,  which  has  drawr 
vorable  response  from  several  operator 
would  have  a  seating  capacity  of  betwei 
230  and  270  and  a  range  of  12,000  NM 
Under  current  plans,  it  should  enter  in 
service  at  the  beginning  of  the  next 
decade. 

The  high-capacity  short-medium  rai 
TA9  will  take  Airbus  Industrie  in  the  rr 
1990s  into  routes  now  operated  by  wid ;  • 
body  trijets.  The  main  version  under  si     l 
would  carry  330  passengers  3,200  NM.'1: 

Officials  say  that  1984  was  a  "vintaga 
year"  for  the  European  Airbus  with  WO' 
airlines  ordering  158  aircraft,  of  which »  i)i 
are  firm  orders.  This  was  five  times  th< '  ;y 
1983  volume.  Total  firm  orders  at  the  I    omc 
of  1984  amounted  to  411  aircraft  fromn 
countries. 

The  consortium  received  a  strong  h 
last  September  when  Pan  Am  signed  a 
ter  of  intent  involving  orders  and  optic 
for  75  Airbuses.  The  agreement  also  a 
for  the  interim  lease  of  16  aircraft,  the  * 
first  of  which  are  already  in  service  in  ilftoll 
United  States  and  the  Carribean. 

Amid  looming  problems  of  financinf 
and  disagreements  over  work  division,  ,T 
wide  range  of  new  bilateral  and  multil;  j  jjl 
eral  cooperative  ventures  are  current!) 
taking  shape  for  implementation  in  th< 
1990s.  These  include  a  new  tactical 
fighter,  a  new  military  transport,  a  sec 
generation  of  helicopters,  new  guided  I 
siles,  more  powerful  engines  and  the  a 
bitious  space  program. 

JackAboafis  a  freelance  writer.  Formerly,  I  * 
a  Paris  bureau  chief  of  the  Associated  Presi  i 
Dow  Jones,  and  a  journalist  with  Intematic  a 
Herald  Tribune  and  The  Wall  Street  Journal  I 
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tcause  we're  always  planning  lor  the  future 


t  new  standard  in  the  corporate  helicopter 

is  about  to  arrive, 
new  Bell  400  lwinRanger. 


The  helicopter  you've  been  waiting  for  is  about  to 
—  the  new  Bell  400  TwinRanger! 
It  will  arrive  in  a  class  by  itself — -  because  it  sets  so 
r  new  standards  in  the  corporate  class. 
Mnfort:  You  could  call  the  seven- place  400  an 
£ht  boardroom  because  it's  such  an  outstanding 
to  meet.  Club  seating  lets  everyone  see  eye  to  eye, 
fcwrying  on  the  business  at  hand  in  a  quiet,  serene 

aoothness:  Sure,  four  rotor  blades  mean  a 
*'th  ride.  But  Bell's  soft  in-plane  fiberglass  rotor  also 
iiscs  stability.  That,  too,  makes  for  a  smoother  — 
Kirieter  —  ride. 

wntrollability:  That  advanced-technology  rotor 
ylso  mean  a  lot  to  pilots  because  it  enhances  agility. 
1" :  reducing  gust  sensitivity.  And  giving  extraordi- 
ruecurity  to  everyday  traveling. 
I  liability  :Only  one  thing  is  as  assuring  as  twin- 
gie  dependability  — Allison  reliability.  These  tur- 


bines are  the  latest  in  the  Allison  C20  seriek  —  prpven 
by  millions  of  flight  hours. 

Advanced  technology:  It's  seen  throughouttli' 
400  TwinRanger  from  the  highly  efficient  (and  safer) 
RingGuard  tau  rotoivto  anewly  designed  instrument 
panel. 

Backed  by  the  worlds  best  service  and  s 

When  service  is  needed,  159  authorized  Customer 
Service  facilities  stand  ready  to  get  you  back  in  the. ._. 
air,  fast. 

It's  the  world's  most  extensive  service/support 
network.  And  it's  justmore  assurance  that  a  Bell  400 
TwinRanger  will  deliver  reliability  from  the  word  go. 


port 


For  more  information,  call  or  write  Bob  Frazier, 
Manager,  Model  400  Marketing,  Bell  Helicopter 
Textron  Inc.,  Dept.  564,  Bwe4o2,  Ft.  Worth,  Texas 


iL 


76101,  USA,  (817)  280-3601,  Telex:  75-8229,  Cable: 
Bell  Craft. 
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The  future  is  ours  by  design. 
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The  TETHERED  Satellite,  is  a  very  important  step 
of  our  advanced  technology. 


3obJaeb  of  Shop  &  Go,  the  Florida  conve- 
nience store  chain,  seems  to  be  proving 
hat  if  you  watch  the  pennies,  the  dollars 
vill  take  care  of  themselves. 


The  golden  years 


trena  and  Robert  J aeb  of  Shop  &  Go 

We  have  never,  ever  reached  an  impasse. 


Rjnd\  Taylor/Sygma 


h,  the  golden  years  in  Flor- 
ida. A  little  golf,  a  little  bridge, 
a  little  garden  in  front  of  the 
lobile  home.  Well,  Mom  and  Pop 
Lb — that's  Robert,  74,  and  Lorena, 
I — have  another  agenda.  They  are 
inning  a  very  hot  convenience  store 
lain,  Shop  &  Go,  a  sort  of  7-Eleven 
l)k-alike  but  smaller. 
Irhe  numbers  are  good:  Sales  have 
jarly  tripled  since  1980,  to  $295  mil- 
In  last  year;  profits  were  $10  million 
■d  margins  are  about  the  highest  in 
I:  industry.  Shop  &  Go's  five-year 
lurn  on  equity  of  24%  is  good  in  any 
Igue,  and  long-term  debt  is  only  $10 
lllion. 

jframpa-based  Shop  &.  Go  is  Flor- 
s  biggest  home-based  convenience 
ire  chain,  with  409  outlets,  plus  40 
(Georgia.  Southland  Corp.'s  7-Elev- 
|is  bigger,  even  in  Florida,  with  665 
fits  7,494  stores  in  the  Sunshine 


State.  Bob  Jaeb,  Shop  &.  Go  president, 
says  he's  more  profitable,  and,  unlike 
his  competitor,  he  doesn't  have  to 
stay  open  all  night  to  do  it.  "I  don't 
know  what  those  people  are  doing,' 
Jaeb  says  with  a  half-smile,  explaining 
his  conviction  that  being  in  the  right 
spot  makes  for  profit.  "They've  al- 
ways been  the  location  experts." 

What  else  makes  for  profits? 
Squeezing  suppliers,  for  one.  Some 
37%  of  Shop  &.  Go's  sales  are  in  gaso- 
line, with  60%  of  that  from  Citgo 
(owned  by  Southland).  But  the  con- 
tract has  expired,  and  Jaeb  is  putting 
on  a  price  squeeze.  "Right  now  it's  a 
Mexican  standoff,"  he  says.  "But  the 
ball  is  in  their  court." 

Beer,  wine  and  cigarettes  account 
for  nearly  40%  of  store  sales  ("40%  of 
what  we  sell  are  things  people  don't 
need,"  he  says),  and  Jaeb  just  switched 
suppliers  for  the  $28  million-a-year 
tobacco  business  after  a  quarrel  over 
service  and  prices.  "We  consider  them 


arbitrary  and  they  probably  consider 
me  obnoxious,"  he  says. 

Then  there's  his  self-service  ap- 
proach, which  holds  down  costs.  Cus- 
tomers can  fix  their  own  soft  drinks 
(more  profitable  than  cans)  and  can 
toss  one  of  the  company's  sandwiches 
(4%  of  sales)  into  a  microwave. 

On  overhead,  Jaeb  talks  about  a  ri- 
val: "They  had  43  people  at  the  top 
doing  what  16  people  were  doing  at 
Shop  &  Go.  And  every  one  of  them 
had  a  secretary.  You  find  too  often 
that  when  a  company  starts  to  pros- 
per, the  executives  get  the  notion  that 
the  company  is  there  to  make  their 
lives  better.  But  we're  here  to  serve 
the  company."  To  make  sure  every- 
body does,  there  is  Lorena,  his  execu- 
tive vice  president  and  company 
"watchdog." 

Jaeb  won't  spend  a  dime  on  adver- 
tising, but  he  is  spending  heavily,  $9 
million  last  year,  on  new  stores.  He 
aims  for  25  new  ones  a  year,  all  at 
busy  intersections  in  central  Florida 
where  Shop  &  Go  stores  are  clustered. 
Corner  sites  may  run  $200,000  per 
acre,  but  Jaeb  is  willing  to  spend  for 
prime  real  estate.  He  owns  the  land  at 
58%  of  his  locations.  Meanwhile,  Lor- 
ena is  redesigning  existing  stores  with 
canopies  and  wallpaper. 

But  money  isn't  everything.  Last 
year  Jaeb  banned  rolling  paper  (used 
for  marijuana  cigarettes)  and  sex  mag- 
azines from  the  stores.  "I  opened  a 
copy  of  Playboy  and  saw  it  had  deterio- 
rated to  such  a  point  that  it  was  time 
to  throw  them  all  out,"  he  says. 

Jaeb's  father,  Hubert,  was  a  Canadi- 
an farmer  who  moved  to  Florida  to  get 
out  of  the  cold,  then  bought  an  orange 
grove  and  grocery  stand  on  a  highway 
near  Tampa  in  1937.  Son  Bob,  who 
never  went  to  college,  bought  him  out 
in  1940  and  had  three  small  supermar- 
kets going  by  1954,  when  the  first  7- 
Eleven  appeared  in  Florida.  He  sensed 
a  trend  and  opened  his  first  conve- 
nience store  in  1960. 

The  Jaeb  family  owns  66%  of  the 
stock,  worth  $120  million  and  trading 
around  18  now,  18  times  earnings. 
Employees  have  another  6%  of  the 
shares  in  an  ESOP.  If  Shop  &  Go  is 
acquisition  bait,  Jaeb  says  he's  not 
fishing.  He's  an  avid  golfer  but  not 
ready  for  it  full  time.  "I  don't  feel  like 
retiring.  But  common  sense  tells  me 
that  someday  I  won't  be  in  charge 
here."  Waiting  in  the  wings  is  his  25- 
year-old  son,  John,  a  vice  president. 

And  how  does  Jaeb  get  along  with 
the  company  watchdog,  wife  Lorena? 
"Oh,  there  have  been  some  mild  dis- 
agreements," says  Bob,  blushing  a  bit. 
"But  we  have  never,  ever  reached  an 
impasse."  ■ 
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Eaton  Corp.  diversified  into  semiconduc- 
tor equipment  and  defense,  trying  to  miti- 
gate the  cyclicality  of  the  auto  industry. 
Well,  there  are  cycles  and  there  are  cycles. 


Eaton  redux 


By  Howard  Gold 


Eaton  Corp.  Chairman  E.M.  de 
Windt  crunches  the  ice  from  a 
glass  of  Tab  and  ponders  the 
view  of  the  once  grimy  industrial 
section  of  eastern  Cleveland,  now 
strangely  clean  and  spotted  with  new 
office  buildings  where  old  factories 
formerly  stood. 

Like  the  view  from  his  office  win- 
dow, $3.5  billion  (sales)  Eaton  Corp. 
has  been  changing.  Founded  in  1911, 
Eaton  is  a  premier  supplier  of  truck 
and  auto  components,  one  with  more 
foresight  than  many.  More  than  20 
years  ago,  when  Detroit  still  thought 
it  ruled  the  world,  Eaton  started  diver- 


sifying out  of  the  auto  industry's  pun- 
ishing cycles.  Its  first  major  stab  at  it, 
in  1963,  was  a  bad  one:  Yale  & 
Towne,  the  lockmaker  and  lift  truck 
manufacturer.  A  subpar  profits  per- 
former, Yale  simply  represented  little 
more  than  one  old-line  manufacturer 
set  under  another. 

So  de  Windt,  64,  who  became  chair- 
man in  1969,  decided  that  Eaton  need- 
ed new  direction.  In  1979  he  laid  out 
$382.3  million  for  Cutler-Hammer, 
Inc.,  an  electrical  instruments  firm 
with  defense  avionics  and  semicon- 
ductor testing  and  manufacturing 
equipment.  You  can't  get  much  more 
high  tech  than  that. 

As    if    underlining    the    need    for 


change,  Eaton's  main  businesses  we 
savaged  by  the  recession  within  t 
years.  Detroit's  sales  to  North  Ame 
can  dealers  of  heavy-duty  trucks,  tb 
principal  market  for  Eaton's  axles  an 
transmissions,  fell  from  an  alltim 
high  of  212,000  units  in  1979  to  barel 
80,000  in  1981  and  1982.  With  ii 
vehicle-components  segment  opera 
ing  at  25%  to  30%  of  capacity  in  198: 
Eaton  posted  its  first  loss  in  almo: 
half  a  century — $189.6  million,  ( 
$6.74  per  share. 

De  Windt  administered  son 
strong  medicine.  In  January  1983  r 
spun  off  Yale  &  Towne's  lift-true 
and  forestry-equipment  operation 
(He  unloaded  Yale  locks  in  1978.)  H 
shut  down  nine  plants,  including  E. 
ton's  original  axle  plant  in  Clevelan 
eliminating  almost  3  million  squa; 
feet  of  capacity.  He  cut  the  work  fore 
by  over  one-third  and  slashed  tl 
quarterly  dividend  in  half.  "We  reco 
nized  that  our  markets  were  not  goir 
to  bounce  back  to  their  1979  level 
We  thought  it  was  time  to  restructu 
and  streamline,"  says  de  Windt. 

The  capacity  reduction  helped  lo\ 
er  the  company's  break-even  point  I 
$500  million.  So  when  the  heav 
truck  cycle  turned  up  again,  Eatc 
was  in  good  shape.  With  166,0( 
Class  8  (over  33,000  pounds)  true), 
sold  by  U.S.  automakers  last  year,  El 
ton's  earnings  jumped  to  $7.50  p 
share,  from  only  $2.95.  First  quart 
earnings  this  year  were  $2.01,  and  t 
tal  earnings  for  1985  are  expected 


Eaton  Corp.  Chairman  EM.  de  Windt 

A  changing  vista  on  both  sides  of  the  window. 
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OF  THE  BKi  THREE  IN 

BUSINESS  SOFTWARE  TODAY  WHO'LL 

BE  ON  TOP  TOMORROW? 


Obviously,  the  company  that's  on  top 
tomorrow  will  be  the  company  that's  on 
top  of  your  business  problems  today. 
With  the  solutions  that  are  easiest  to 
apply— the  solutions  that  promise  the 
fewest  future  headaches. 

In  other  words,  the  most  integrated 
product  line. 

But  if  you  compare  product  lines,  we 
believe  you'll  discover  that  two  of  the  big 
three  offer  the  mere  appearance  of  inte- 
gration, while  one  offers  the  real  thing. 
Millennium.  A  true  family  of  mainframe 
business  systems  in  which  the  whole 
works  as  smoothly  as  any  part.  In  which 
every  package  has  the  same  query 
mechanism,  the  same  report  writers, 
the  same  screen  generation,  the  same 
on-line  documentation,  security  and 
real-time  capabilities.  Giving  you  more 
efficiency  than  ever  before  from  all 
your  data  processing  resources. 

Of  the  big  three  in  software  today, 
who'll  be  on  top  tomorrow?  When  you 
evaluate  them  from  top  to  bottom, 
you'll  know  who. 


MCGOBMACK&  DODGE 


I 


cCormack  &  Dodge,  1225  Worcester  Road,  Natick,  MA  01760  Sales  and  support  offices  throughout 
dnth  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 


McCormack  &  Dodge 
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reach  at  least  $8.50. 

But  what  happens  when  the  truck 
business  turns  down  again?  Here's  Ea- 
ton's strategy:  "The  seasoned  busi- 
nesses will  provide  cash  for  develop- 
ing our  high-growth  businesses,"  says 
President  James  R.  Stover,  58.  So  far, 
Eaton  has  poured  over  $200  million 
into  its  defense  and  semiconductor 
equipment  businesses. 

How  is  the  strategy  going?  Fairly 
well,  but  not  without  setbacks.  De 
Windt's  biggest  success  so  far  on  the 
new  frontier:  Cutler-Hammer's  AIL 
division,  one  of  four  prime  contrac- 
tors on  the  B-l  bomber,  making  top- 
secret  electronic  antiradar  devices. 
With  the  first  of  100  scheduled  B-ls 
now  coming  off  Rockwell's  assembly 
line,  Eaton  expects  $2  billion  to  $3 
billion  in  revenues  over  the  next  four 
years.  Analysts  think  the  B-l  contract 
will  contribute  30  cents  to  40  cents  a 
share  to  expected  earnings  this  year. 

B-l  revenues  should  top  out  at 
about  $800  million  in  1986,  and  al- 
though more  planes  may  be  ordered 
when  the  initial  program  ends  in 
1988,  de  Windt  admits  that  Eaton 
won't  be  able  to  replace  those  rev- 
enues right  away.  Other  contracts, 
like  the  tactical  jamming  system  on 
the  EFT  1 1  fighter  plane  and  the  elec- 
tronic guidance  system  on  the  P-3C 
Orion    antisubmarine    aircraft,    may 


bring  in  only  $500  million  in  1989. 

Semiconductor  equipment,  which 
de  Windt  considers  his  other  major 
growth  vehicle,  now  has  an  estimated 
$219  million  in  sales,  according  to 
San  Jose-based  VLSI  Research;  Eaton's 
SEO  division  is  the  fourth-largest 
semiconductor  equipment  manufac- 
turer in  the  world.  Industry  insiders 
agree  its  products  are  top-notch;  they 
even  have  a  solid  chunk  of  the  market 
in  Japan  (Forbes,  Mar.  11). 


"Maybe  we  were  inclined 
to  believe  that  this  busi- 
ness would  be  somewhat 
less  cyclical  than  some  of 
the  other  businesses  that 
we're  in,"  says  de  Windt. 


But  the  semiconductor  industry's 
steep  slump  and  brutal  price-cutting 
is  hitting  Eaton  hard — harder  than  de 
Windt  thought  it  would,  from  all  indi- 
cations. Consultant  Dataquest,  Inc. 
thinks  U.S.  semiconductor  manufac- 
turing equipment  sales  will  be  flat  at 
about  $3  billion  annually  until  1987. 
Eaton  has  already  laid  off  10%  of  its 
work  force  in  semiconductor  equip- 
ment. "Maybe  we  were  inclined  to 
believe  that  this  business  would  be 
somewhat  less  cyclical  than  some  of 


the  other  businesses  that  we're  in,"  < 
Windt  concedes,  a  bit  defensively. 

Fortunately,  Eaton  has  patience  ar 
deep  pockets — and  semiconducto 
have  a  lot  of  growth  ahead.  I 
Windt's  hard-nosed  pruning  of  the  b 
sic  business  has  enabled  chief  fina 
cial  officer  Stephen  R.  Hardis,  49, 
stretch  out  the  company's  debt  (avt 
age  maturity  is  now  17  years 
10.8%)  and  has  yielded  $529  millk 
in  cash.  A  good  deal  of  that  may  go  f 
more  acquisitions  in  defense  electro 
ics  and  semiconductor  equipment. 

De  Windt  will  retire  next  ye; 
probably  passing  the  chairmanship 
Stover  and  the  presidency  to  financi 
man  Hardis.  He  will  leave  Eaton 
pretty  good  shape.  "Their  earnin 
used  to  drop  50%,  60%,  even  90 
from  peak  to  trough  of  an  econom 
cycle,"  says  Shearson  Lehman  Brot 
ers  analyst  Frank  Prezelski.  "H 
they  stand  a  pretty  good  chance 
mitigating  the  decline  to  15%  to  20 
in  a  moderate  downturn." 

Eaton  shares  recently  sold  in  tj 
low  50s — at  a  35%  or  more  premiu 
over  book  value.  That's  below  the  p: 
miums  of  other  old-line  industr 
companies  such  as  Rockwell,  Gene: 
Signal  and  TRW  that  started  soor] 
on  the  road  Eaton  is  traveling.  But  it 
high  enough  to  dissuade  a  raider  fri 
stealing  Eaton.  ■ 
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New  York  on  5'^e  a  kilowatt  hour. 


We'll  show  you  all  tl 
sites  that  give  you  th 
power  you  need... 
for  less. 

We've  got  plenty  of  sites  here  in 
Niagara  Mohawk's  service  terr 
tory.  They're  filled  with  power, 
opportunities,  and  they're  more 
attainable.  That's  because  our 
large  commercial  and  industric 
energy  rates  average  5.2  to  5.7 
cents  a  kilowatt-hour,  dependin 
upon  usage ...  the  lowest  rate  of 
major  utility  in  New  York  State 

Let  us  show  you  all  our  sites, 
where  plenty  of  water,  labor  an 
low-cost  energy  await  you. 

Write  Edward  J.  Kearney  Jr. 
Economic  Development  Direct 
at  Niagara  Mohawk  Power  Coi 
ration,  Dept.  FB-2, 300  Erie  Blv 
W.,  Syracuse,  NY  13202.  Or  call 
315-428-6008. 

We'll  give  you  one  great  nicki 


All  the  power 
of  New  writ 

...for  less! 


Niagara  Mohawk 


"Can  you  tell  me 
where  it  hurts?" 


When  a  Kodak  service  representative  visits  a 
Kodak  copier,  the  copier's  powerful  micropro- 
cessor does  tell  where  it  hurts.  And  where  it's  hurt 
in  the  past— a  complete  service  history.  And 
then  it  aids  in  diagnosis,  correction  and  testing. 
All  of  which  tends  to  keep  service  calls  for 
Kodak  copiers  uniquely  brief. 

Indeed,  many  service  calls  don't  even  hap- 
pen, because  the  computer's  made  an  adjust- 
ment all  by  itself.  Or  told  an  operator  how  to  do  it. 
Now  you  know  why  Kodak  copiers  consis- 
tently outrank  all  others  in  surveys  of  copier  ser- 
vice satisfaction.  And  why  you  should  see  a 
Kodak  copier  demonstration.  Call, 
or  send  the  coupon.  1  800  44KODAK 
(1  800  445-6325)  Ext.  324. 


iers 


Eastman  Kodak  Company,  CD  5420  Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier- 
duplicators. 

□  Please  have  a  representative  call  tor  an  appointment. 
Our  approximate  monthly  copy  volume 


Name- 


Title- 


Company- 


Address- 


City. 


.State- 


.Zip- 


Telephone 


tman  Kodak  Company,  1984 


Regions/Palm  Springs 


By  Ellen  Paris 


If  you  think  windmills  provide  clean,  has- 
sle-free, renewable  energy,  then  Palm 
Springs  city  fathers  want  a  word  with  you. 


Palm  Springs  and 
the  wind  people 


P\  alm  Springs  has  it  in  spades- 
™  superb  desert  climate,  posr 
shops,  scores  of  golf  courses,  hun- 
dreds of  tennis  courts.  And,  thanks  tc 
the  thousands  of  tax-sheltering  wind- 
mills that  now  call  Palm  Springs 
home,  the  area  also  offers  dead  birds, 
noise  pollution  and  a  potential,  if  un- 
likely, threat  of  dismemberment  and 
decapitation. 

"They're  just  not  conducive  to  a 
resort  economy,"  says  Palm  Spring 
Mayor  Frank  Bogert  of  the  3,500  wind 
turbines  now  dotting  the  desert  land- 
scape. "Anything  that  fouls  up  the 
desert  we  have  to  fight."  Bogert  notes 
that  90%  of  Palm  Springs'  economic 
activity  is  generated  by  the  2  million  | 
tourists  who  visit  the  resort  town  ev- 
ery year. 

On  Mar.  28  the  city  fathers  went 
into   a   federal   court   against   sever 
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Wind  turbines  on  Whitewater  Hill 

"They're  just  not  conducive  to  a  resort  economy. 
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wind-park  developers  and  the  U.S. 
Department  of  the  Interior's  Bureau 
of  Land  Management,  which  has 
granted  rights-of-way  for  most  of  the 
land  to  the  developers  and  collects  2% 
of  the  gross  revenues  produced  on  the 
land.  The  city  charges  the  BLM  and 
developers  with  failing  to  follow  their 
1982  environmental  impact  study 
"Drastic  changes  were  made,  and  the 
city  was  not  aware  of  these  changes 
until  the  turbines  were  actually  in 
place,"  charges  Norman  King,  Palm 
Springs  city  manager.  For  example, 
says  the  city,  one  park  planned  for  88 
windmills  wound  up  with  461  ma- 
chines. Another  was  supposed  to  have 
15  but  now  has  291. 

Homeowners  living  in  the  shadow 
of  the  wind  farms  complain  that  the 
windmills  interfere  with  TV  recep- 
tion and  at  times  create  a  highly  irri- 
tating whirring  and  humming.  "We 
have  to  stuff  our  ears  with  cotton," 


says  Otis  Bainbridge,  who  lives  in 
nearby  Whitewater  Canyon,  which  is 
rimmed  by  40  windmills.  The  city 
wants  24  of  them  removed. 

The  BLM  and  developers  even  have 
the  bird  lovers  at  their  throats  because 
several  windmills  are  near  ponds  that 
are  flyways  for  migratory  birds.  "The 
birds  see  water  and  fly  down,"  asserts 
city  planner  Doug  Evans.  "There's 
been  a  fair  number  of  bird  kills." 

The  city  is  pushing  for  several  kinds 
of  relief.  For  one  thing,  it  wants  the 
windmills  recolored  to  blend  better 
with  the  desert.  It  is  also  pushing  for 
heftier  reclamation  bonds,  against  the 
day  the  limited  partnerships  might 
abandon  their  windmills.  "If  they  fail, 
logic  tells  me  some  of  those  wind- 
mills will  stand  out  there  and  rust, 
and  the  area  could  turn  into  a  metal 
slum,"  city  councilman  Lloyd  Mar- 
yanov  worries. 

Surely  the  most  emotional  issue, 


Palm  Springs 


however,  is  human  safety.  Twenty- 
three  out  of  85  windmills  have  been 
built  within  300  feet  of  heavily  trav- 
eled Indian  Avenue,  which  runs  from 
the  center  of  town  north  to  the  moun- 
tains. According  to  the  city  fathers, 
there  is  a  danger  of  windmill  blades' 
breaking  off  and  being  propelled  600 
feet  through  the  air,  slicing  like  huge 
razors  as  they  go.  Last  year  one  ma- 
chine on  Whitewater  Hill  threw  a 
blade  400  feet.  Fortunately  there  was 
nothing  in  its  path.  Nonetheless,  the 
city  is  demanding  that  some  85  wind- 
mills be  uprooted  and  set  back  a  mini- 
mum of  half  a  mile  from  Indian  Ave- 
nue. For  scenic,  as  distinct  from  safe- 
ty, reasons,  the  city  also  wants  an 
unspecified  number  of  windmills  to 
be  placed  a  third  of  a  mile  back  from  I- 
10  and  two- thirds  of  a  mile  from 
Highway  111. 

Cost?  No  one  knows.  But  given  that 
most  windmills  weigh  around  10  tons 
and  are  anchored  to  concrete  founda- 
tions that  typically  weigh  another  80- 
plus  tons,  relocating  them  is  sure  to 
prove  expensive.  Whether  the  limit- 
ed-partner investors  would  be  hit  by 
their  general  partners  for  uprooting 
costs  is  unclear. 

There  are  considerable  ironies  here. 
Windmills  were  supposed  to  provide  a 


clean,  efficient,  renewable  energy 
source.  The  chic  left,  like  Tom  Hay- 
den,  lobbied  hard  for  the  generous  tax 
credits  without  which  the  wind  ener- 
gy industry  would  not  exist.  Promot- 
ers insist  that  windmills  generate  en- 
ergy efficiently. 

But  listen  to  Bob  Krauch,  spokes- 
man for  Southern  California  Edison, 
which  bought  14,932  megawatt-hours 
of  wind  power  (roughly  0.2%  of  all  its 
purchased  power)  in  this  year's  first 
quarter.  He  says  Edison  paid,  on  aver- 
age, 7.6  cents  per  kilowatt-hour  for 
wind  power,  vs.  6.3  cents  for  hydro- 
power  and  5.8  cents  per  kwh  for  co- 
generation  power.  Many  windmills 
produce  at  20%  of  rated  capacity  an- 
nually, he  says. 

It  is  anyone's  guess  whether  the 
city  of  Palm  Springs  will  prevail  in  the 
courts.  The  developers  claim  their 
BLM  approvals  render  them  blame- 
less. BLM  staffers  assert  no  wrong- 
doing on  their  part,  either.  "We  went 
through  all  the  proper  procedures  and 
followed  the  rules  and  regulations," 
insists  BLM  area  manager  Leslie 
Cone.  As  for  charges  that  the  wind- 
mills are  ugly,  she  says,  that's  purely 
subjective. 

Defendants'  responses  to  the  suit 
were  due  May  17,  and  no  trial  date  has 
been  set.  But  the  suit  has  already 
slowed  new  windmill  installations  to 
a  virtual  standstill.  "We  have  an  offer- 
ing out  on  the  street,  but  this  [the 
suit]  has  stopped  everything  for  the 
last  month,"  gripes  Philip  Cruver, 
president  of  International  Dynergy, 
Inc.,  a  developer/syndicator  with  232 
windmills  installed  and  plans  to  erect 
500  more.  One  developer  has  already 
settled  and  Cruver  says  that  he  will 
settle  if  the  city  council  approves  the 
agreement. 

For  the  syndicators  time  is  money. 
Federal  tax  credits  on  windmills  are 
scheduled  to  expire  at  year's  end.  Cal- 
ifornia credits  expire  at  the  end  of 
1986.  Developers  and  syndicators  had 
been  rushing  to  sell  and  erect  new 
machines,  promising  investors  their 
windriills  would  be  grandfathered 
into  current  tax  provisions  if  installed 
and  operating  by  Dec.  31. 

In  fact,  according  to  city  planner 
Doug  Evans,  developers  were  plan- 
ning to  install  3,000  new  turbines  by 
year's  end,  bringing  the  Palm  Springs 
area's  windmill  population  to  about 
6,500.  At  around  $150,000  per  wind- 
mill, that  would  represent  an  invest- 
ment of  nearly  $1  billion.  But,  should 
the  windmills  perish  at  the  hands  of 
the  city  fathers  of  Palm  Springs,  no 
one  is  likely  to  miss  the  wind  people, 
save  a  few  anti-big-oil  diehards  and 
the  tax-shelter  crowd.  ■ 
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kates. 


Use  the  American  ExpressaCard  when  you  go 
shopping  and  you'll  probably  be  treated  like  a  big 
wheel.  Because  the  Card  is  welcomed  at  thou- 
sands of  stores.  Whether  you're  getting  ready  for  a 
sport  or  just  want  to  sport  something  new.  Next 
time  you  go  into  a  fine  store,  make  sure  you  have 
the  right  equipment — the  American  Express  Card. 

Don't  leave  home  without  it. 


million  in  sales,  before 
1  before-buyout  bonuses 


Garrett  Bewkes  has  a  new  recipe  for  Ameri-  g«  jjj^ 

can  Bakeries:  Leaven  the  bread  dough  and  legaiW  and  c^itmVenar^; 

/ma  some  new  kinds  of  frosting. 


The  pinch  hitter 


By  Janet  Fix 


EVEN  I  THOUGHT  it  Was 
the  nuttiest  idea  in  the 
world,  until  I  did  my 
homework,"  says  American 
Bakeries  Chairman  E.  Garrett 
Bewkes  Jr.  The  nutty  idea  was 
that  his  $499  million  (1984 
sales)  company,  which  had  net 
income  of  $4.3  million  last 
year,  should  spend  $15.5  mil- 
lion to  buy  Camp  Coast-to- 
Coast.  That's  a  private  Wash- 
ington, D.C. -based  company 
selling  memberships  in  an  in- 
ternational network  of  camp- 
grounds. 

Campgrounds?  Well, 
Bewkes  (pronounced  BYU-kiss) 
is  in  a  tough  spot.  First,  he  is  a 
pinch  hitter.  He  had  quit  Nor- 
ton Simon  to  look  for  a  lever- 
aged buyout  deal  for  himself  in 
1982.  But,  lured  by  an  old 
friend,  he  became  American 
Bakeries'  CEO  after  Neil  S. 
Leist,  a  commodities  trader 
turned  corporate  chairman, 
crashed  his  car  and  died  after 
lingering  in  a  two-year  coma. 

Next,  the  bakery  business  generally 
hasn't  been  good.  There  have  been 
price  wars  and  turmoil  in  this  busi- 
ness where  what's  fresh  today  is  stale 
tomorrow.  The  big  food  companies 
also  have  been  snapping  up  bakeries, 
so  there  are  only  three  big  indepen- 
dents left — American  Bakeries,  Flow- 
ers Industries  and  Interstate  Bakeries. 
American  Bakeries  hadn't  seen  $2  a 
share  since  1978  and  hadn't  paid  a 
dividend  since  1980. 

The  nutty  idea  that  finally  attracted 
Bewkes  works  like  this.  There  are  500 
private  campgrounds  around  the 
country,  charging  people  a  one-time 
$3,000  to  $7,000  for  the  right  to  use  a 
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American  Bakeries  Chairman  E.  Garrett  Bewkes  Jr. 
"The  bakery  business  is  good,  it's  just  no  growth. 


single  camp's  facilities.  Some  300,000 
people  pay  these  fees  so  they  won't 
have  to  be  in  those  state  or  National 
Park  campgrounds  with  the  riffraff. 

Camp  Coast-to-Coast  has  a  deal 
with  these  luxury  camps.  For  $20  to 
$30  more  a  year,  paid  to  Coast-to- 
Coast,  ?  fancy-camp  cardholder  can 
camp  at  any  of  425  other  luxury 
campgrounds,  also  affiliated  with 
Coast-to-Coast.  Some  40,000  fancy 
campers  were  paying  this  $20-to-$30 
fee  at  the  beginning  of  last  year.  Mem- 
bership grew  to  120,000  at  the  end  of 
the  year.  Bewkes  figures  membership 
will  grow  to  400,000  by  1987. 

There  is  profit  in  those  fees:  Coast's 
pretax  earnings  were  $2  million  last 


Our  acquiring  Coast-to-Coast  was 
purely  opportunistic,"  Bewkes  says.  I 
may  be  the  first  time  a  bakery  hai 
made  an  acquisition  so  far  afield.  Bu 
why  not,  says  Bewkes — "why  not 
travel  agency,  a  travel  magazine  or  ; 
company  that  serves  travel  enthusi 
asts,  like  L.L.  Bean?  All  I've  ever  said 
wanted  is  to  maintain  a  critical  mas 
in  the  bakery  business,  build  it  judi 
ciously  and  then  add  other  lines  o 
business  with  greater  growth  anr 
margin  capability.  The  bakery  busi 
ness  isn't  bad,  it's  just  no  growth." 

So  Bewkes  is  selling  550,000  share 
of  common  stock  to  institutional  in 
vestors  in  Europe  at  $17.75  a  shar 
(the  stock  trades  at  20  on  th 
NYSE).  The  aim  is  to  raise  $" 
million  and  lower  America] 
Bakeries'  debt — $38  millior 
almost  matching  equity  at  $4 
million — as  a  prelude  to  mor 
acquisitions.  In  December,  fc 
$12.5  million,  he  had  sold  hi 
unprofitable  West  Coast  bah 
ery  division,  which  accounte 
for  more  than  20%  of  sale, 
and  bought  Cotton  Brothei 
Bakeries,  an  Alexandria,  La, 
based  wholesale  bakery,  an 
then  Coast-to-Coast,  whio 
ran  up  the  debt. 

Bewkes  spent  15  years 
Norton  Simon,  where  he  hea< 
ed  McCall  Publishing  and  w; 
credited  with  turning  aroun 
Canada  Dry.  Leist,  whom  r 
succeeded,  had  taken  ovi 
American  Bakeries  after 
proxy  fight  in  1982,  just  thrt 
months  before  the  car  crash. 
Bringing  down  costs  in  bal 
ery  operations  has  been  a  m 
jor  challenge.  In  two  years,  : 
addition  to  the  West  Coa 
sale,  Bewkes  has  closed  foi 

bakeries  (leaving  18),  and  n 

gotiated  a  $1  million-a-year  reductic 
in  labor  costs  at  the  St.  Louis  bake  I 
in  exchange  for  keeping  the  pla1 
open  this  year.  He  also  revampi 
management,  recruiting  marketii 
and  financial  executives  from  Norte  | 
Simon  and  Continental  Bakeries.  Ai 
he  is  spending  $3  million  in  brai 
name  TV  advertising,  a  new  wrink 
for  the  company.  This  has  help' 
quarterly  profits,  which'  have  b& 
nudging  up  year-to-year  for  ni; 
straight  quarters. 

"When  we  said  we  were  going 
turn  American  Bakeries   around, 
caused  a  few  chuckles  in  the  indi 
try,"  says  Bewkes.  "But  I  don't  thii 
they're  chuckling  anymore." 
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The  King  AirWhy-ffle. 
Ifs  wheieyou  start.  And  if s  ftee 


t 


Why  an  airplane?  Why 
a  Beechcraft?  Why 
now?  We've  made  a 
start  towards  answering  your 
questions  about  corporate 
aircraft.  You'll  want  a  copy 
before  your  competitors 
a       get  one. 

||     The  acquisition  of  a  new 
^    business  airplane 

.   requires  study.  To  do  it 
k  right,  you  need  care- 
^  ful  planning  with 
dependable  data. 


We  have  assembled  the 
Beechcraft  King  Air  Why-file 
to  help  you.  If  you  will  call 
this  number,  we  will  send 
you  any  or  all  of  the  docu- 
ments below,  plus  any  other 
information  you  would  like 
about  our  jetprop  King  Airs. 

1-800-835-7767  Ext.  634 


A  Raytheon  Company 


The  King  Air 
Why-file 
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Relay  star:  Massive  amounts  of  information  are 
now  routinely  relayed  through  space  with  almost 
unbelievable  speed  and  efficiency  via  TDRS-1, 
vanguard  of  a  new,  more  efficient,  more  secure 
system  for  NASA.  Contel — until  a  few  years 
ago  primarily  a  network  of  regional  phone  sys- 
tems— now  leads  the  way  in  space 


communica- 
ion.  Through  its  partnership  in  American 
iatellite  Company,  Contel  serves  many  major  U.S. 
ompanies  with   private  satellite   systems. 
Lnd  through  its  partnership  in  Spacecom, 
Contel  jointly  owns  and  operates  the  TDRS-1. 
today,  "space"  is  a  Continental  Telecom  region 
oo,  and  one  of  the  healthiest.  From  telephony 
0  satellites.  Architects  of  telecommunication. 
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Numbers  Game 


Edited  by  Geoffrey  Smith 


Wall  Street  is  coming  out  with  new  finan- 
cial instruments  at  a  record  rate.  Exactly 
what  are  they,  and  where  do  they  show  up? 


Creative  paper 


By  Jinny  St.  Goar 


NEARLY  EVERYONE  HAS  HEARD  of 
TIGRs  and  CATS — those  zero 
coupon  bonds  backed  by  Trea- 
surys — but  what  about  LYONs,  CARs 
and  DARTS?  Companies  anxious  to 
protect  their  credit  ratings,  and  un- 
willing to  issue  more  stock  for  fear  of 
diluting  earnings  per  share  or  inviting 
takeover  bids,  have  turned  to  these 
ingenious  instruments  to  lower  the 
cost  of  raising  money.  But  pity  the 
poor  accountant  who  must  categorize 
these  hothouse  hybrids. 

Consider  the  tax-deductible  pre- 
ferreds.  The  issuing  company  sets  up 
a  subsidiary  that  spawns  a 
trust  for  the  sole  purpose  of 
borrowing  funds.  These  bor- 
rowings are  then  used  to  buy 
an  entire  new  issue  of  the 
parent  company's  preferred 
stock.  With  the  preferreds  as 
collateral,  the  trust  is  able  to 
borrow  on  the  market. 

IU  International  and  Mid- 
land-Ross, two  issuers,  had 
hoped  they  would  be  allowed 
to  keep  the  debt  off  their  bal- 
ance sheets.  Whoa,  said  the 
SEC's  chief  accountant.  Call 
it  preferred  stock,  but  to  us 
it's  still  debt.  The  only  injec- 
tion of  capital  was  the  bor- 
rowing by  the  trust,  which 
was  clearly  debt. 

Similarly,  sales  of  collater- 
alized mortgage  obligations 
(CMOs)  (Forbes,  May  20) 
may  be  pruned  back  by  a 
technical  bulletin  from  the 
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FASB,  which  said  the  title  to  the 
CMO  probably  remains  with  the  issu- 
er. But  the  green  thumbs  on  Wall 
Street  have  been  working  on  vari- 
ations of  the  CMO.  Salomon  Broth- 
ers' CARs  (certificates  of  automobile 
receivables)  are  backed  by  auto  loans. 
First  Boston  designed  notes  for  Sperry 
Corp.  that  are  collateralized  by  the 
company's  computer  leases.  The  ac- 
countants are  still  pondering  whether 
such  new  wrinkles  pass  the  risk  and 
reward  to  the  buyer  (and  so  can  be 
treated  as  a  sale,  unlike  CMOs),  and 
which  do  not.  Says  Keith  Wishon  of 
the  FASB:  "The  Board  is  not  going  to 
issue  individual   technical   bulletins 


for  each  new  instrument.  The  onus  i 
going  to  be  on  the  practitioner  t 
prove  the  vehicle  is  different." 

Another  hybrid  in  full  blossor 
these  days  is  the  subordinated  e? 
changeable  debenture.  Although  thi 
instrument  has  been  around  since  th 
early  1970s,  it  has  recently  attracte 
regulatory  attention.  Here's  how  ej 
changeable  debentures  work:  Con 
pany  A  issues  debentures  that  are  e: 
changeable  for  company  B's  stock, 
block  of  which  is  owned  by  compan 
A.  Is  it  one  instrument  or  two?  If  tw< 
then  the  issuer  would  show  both  th 
liability  of  the  straight  debt  and  th 
call  on  the  company's  assets,  i.e.,  v 
block  of  B  stock.  How  then  to  tre; 
that  call  option  on  the  income  state 
ment?  Do  you  amortize  the  estimate 
value  over  the  option's  life  as  income 
Or  do  you  defer  recognition  of  th 
option  until  it  is  exercised  or  expire 
and  not  offset  the  interest  expense? 
FASB  task  force  recommends  defe 
ring  recognition. 

Why  go  to  all  this  trouble?  Take  th 
case  of  InterNorth,  whose  IOV2S 
2008  are  exchangeable  for  Mobil  con 
mon  stock.  InterNorth  bought  its  M>. 
bil  shares  long  ago.  It  doesn't  nece 
sarily  want  to  sell  and  get  socked  wil 
capital  gains  taxes,  but  it  does  want  i 
leverage  the  asset.  With  these  debei 
tures,  InterNorth  gets  a  lower  cost  1 
funds  than  on  straight  debt  and  sti 
collects  the  85%  tax-excludable  div 
dends  on  its  Mobil  common.  The  i: 
vestor  bets  on  Mobil's  appr 
ciating,  although  this  debe: 
ture  can  be  exchanged  f 
cash  at  the  issuer's  choice. 
Some  of  the  new  hybrii 
pose  less  of  a  problem  for  tl 
accountants.  Take  the  au 
tion-rate  preferred  stock  i 
troduced  by  Shearson  Le 
man.  Its  dividend  rate  is  s 
every  49  days  at  auctio 
hence  the  name  for  Sal 
mon's  product,  DARTS 
"Dutch  auction-rate  tran 
ferable  securities."  Auctio 
rate  preferreds  have  so  f 
traded  at  par  because  ii 
their  dividends  that  fluct 
ate,  unlike  fixed  preferred 
Since  accountants  don't  ca 
what  the  dividend  pays,  th 
usually  treat  them  as  on 
nary  preferreds. 

Finally  there  are  LYO> 
Merrill  Lynch's  liquid  yie 
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What  business 

do  we  have 
tellingyouwhat 


anappendectomY 
should  cost  ? 

You  may  be  aware  that  Johnson  &  Higgins  is  a  leading 
employee  benefit  consultant,  but  you  may  not  know  what 
we're  doing  to  stem  the  rising  cost  of  benefits.  Since  health 
care  costs  are  the  fastest  growing  benefit  expense,  getting 
them  under  control  can  have  a  big  impact  on  your  entire 
benefit  program. 

Our  computer-based  Health  Care  Data  Management 
system  was  designed  to  do  just  that  It  tracks  the  health 
services  your  employees  are  receiving  and  measures  health 
claims  against  local,  regional  and  national  norms.  This  data 
can  then  help  you  identify  problem  areas  so  you  can  adopt 
cost  containment  measures  and  still  meet  the  needs  of 
your  workforce. 

As  a  leading  benefit  consultant  for  57  years,  we  look 
at  your  benefit  program  from  the  same  perspective  that  we 
view  every  aspect  of  your  financial  strategy.  With  an  eye  to 
benefiting  your  bottom  line. 

Johnson  Higgins 

Consulting  on  a  lot  more  than  insurance. 

HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING ;  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


option  notes.  LYONs  are  zero  coupon 
notes  that  can  convert  into  the  issu- 
er's common.  The  first  LYON,  Waste 
Management  9s  of  2001,  priced  at 
$250  as  a  bond,  converts  to  4.36 
shares  of  common,  which  had  a  mar- 
ket value  of  $227.26  when  the  bond 
was  issued.  As  with  any  zero,  of 
course,  taxable  interest  is  imputed  by 
the  IRS  even  though  you  don't  get  it 
until  maturity.  So  the  LYON  is  clear- 
ly designed  for  IRAs,  Keoghs  and  oth- 
er nontaxable  gardens.  They  are  a 
great  deal  for  the  issuer  as  well.  The 
interest  expense  on  zeros  is  deduct- 
ible without  any  cash  outlay,  and  in 
this  case  that  interest  rate  is  lower 
than  straight  debt  because  of  the  con- 
version option. 

For  accountants,  the  question  on 
LYONs  was:  How  do  you  determine 
yield  on  a  zero  coupon?  If  the  imputed 
yield  is  more  than  two-thirds  that  of 
the  average  AA-rated  bond,  then  the 
security  is  closer  to  a  bond  than  its 
conversion  feature  brings  it  to  a  stock. 
This  is  particularly  true  for  the  Waste 
Management  LYONs,  since  the  con- 
version rate  remains  fixed  while  the 
bond  accrues  interest.  If  the  yield  is 
less  than  the  benchmark,  then  more 
of  the  security's  value  lies  in  the  con- 
version right,  making  it  a  common 
stock  equivalent  that  is  included  in 
calculating  primary  earnings  per 
share.  Since  Waste  Management's  9% 
imputed  yield  is  more  than  two  thirds 
of  the  12'/4%  for  an  average  AA  bond, 
the  issue  shows  up  only  in  fully  dilut- 
ed per-share  earnings. 

For  the  most  part,  these  hybrids  are 
clever  new  ways  to  raise  cash.  In 
many  cases,  the  financing  is  cheaper 
because  it  is  backed  by  specific  assets 
rather  than  the  credit  of  the  company 
as  a  whole.  True,  some,  like  tax-de- 
ductible preferreds  in  their  original 
concept,  are  simply  off-balance-sheet 
financing  masquerading  as  equity. 
But  the  accountants  are  watching 
closely. 


Olympian  regulators 

Utility  regulators  are  to  accoun- 
tants what  the  Greek  gods  were  to 
Agamemnon  and  Achilles  during  the 
Trojan  War:  meddlesome  busybodies 
who  are  forever  changing  reality. 

The  regulators'  godlike  power  de- 
rives from  their  peculiar  ability  to  cre- 
ate or  destroy  assets  by  allowing  or 
disallowing  future  recovery  of  costs. 
"There's  no  similar  phenomenon  in 
an  unregulated  industry,"  says  Paul 
LePage,  project  manager  at  the  Finan- 
cial Accounting  Standards  Board. 

The  ability  to  recover  costs  in  the 
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future,  for  example,  justifies  a  com- 
pany's deferring  them  until  revenues 
from  the  asset  in  question  start  com- 
ing. If  the  revenues  aren't  assured, 
costs  must  be  expensed.  "There's  a 
concern  whether  some  of  the  costs  on 
their  financial  statements  are  recover- 
able, that's  whether  they  are  associat- 
ed with  really  good  assets  as  far  as 
regulators  are  concerned,"  says  Eliza- 
beth Rader,  a  partner  at  Touche  Ross. 
Completed  but  abandoned  nuclear 
plants  are  one  obvious  example. 

Now  the  FASB  is  trying  to  bring 
order  to  chaos.  A  recent  study  focuses 
on  three  types  of  regulatory  action 
that  can  give  the  accountants  fits:  the 
disallowance  of  a  return  on  invest- 
ment for  an  abandoned  plant  (Forbes, 
Apr.  22),  the  disallowance  of  some  of 
the  costs  of  an  operating  plant  and 
rate  phase-in  plans. 

What  do  accountants  do,  for  exam- 
ple, when  a  regulatory  commission 
allows  a  utility  to  recover  the  costs  of 
an  abandoned  plant  but  not  to  recover 
the  return  on  investment?  The  FASB 
staff  and  the  board  have  been  divided 
on  the  answer.  Under  present  ac- 
counting rules,  which  the  board  has 
been  reluctant  to  change,  the  full  cost 
of  the  plant  is  deferred  since  it  will  be 
covered  by  future  revenues  (from  rate 
hikes).  But  the  FASB  staff  suggests  the 
cost  should  be  discounted.  When  a 
plant  is  abandoned,  the  staff  says,  it 
becomes  a  different  kind  of  asset  from 
an  operating  plant  and  should  be  val- 
ued in  a  different  way.  Instead  of  mea- 
suring the  new  asset,  based  on  cost 
recovery,  accountants  should  mea- 
sure it  by  discounted  present  value. 

Equally  thorny  is  the  question  of 
what  happens  when  regulators  disal- 
low part  of  the  costs  of  an  operating 
plant  (if,  for  example,  the  regulators 
felt  the  costs  were  caused  by  misman- 
agement). Should  that  portion  be  ex- 
pensed immediately?  The  current 
rules  allow  the  same  accounting  as 
that  generally  used   in   unregulated 


business.  That  means  showing  a  los 
only  when  total  revenues  cannot  zo\ 
er  total  costs.  The  FASB  staff,  howeA 
er,  suggests  immediate  expensing  fc 
the  disallowed  portion  of  costs.  Th 
reasoning:  Because  that  part  won't  t 
included  in  the  utility's  rate  base,  th 
utility  won't  be  receiving  as  muc 
revenue  as  it  otherwise  would.  So  th 
utility  should  show  the  disallowanc 
on  its  books  immediately. 

The  most  difficult  new  questioi 
say  most  accountants,  is  the  trea 
ment  of  rate  phase-ins — when  a  regi 
lator  allows  rates  to  be  increase 
gradually  over  several  years  to  alio1 
cost  recovery.  The  trick  here  is  dete 
mining  how  firm  a  promise  the  regt 
lator  has  actually  made  about  gran 
ing  future  rate  increases  years  dow 
the  road.  If  the  promise  seems  firn 
and  future  recovery  is  likely  to  occu 
then  costs  should  be  deferred.  If  it 
unlikely,  then  they  should  be  e: 
pensed.  It  may  not  be  something  th; 
can  ever  be  counted  on.  And  som 
accountants  fear  that  setting  a  hai 
and  fast  rule  would  lead  to  wildi 
differing  interpretations  in  rate  case 

Few  accountants  believe  tl 
changes  would  wreak  havoc  on  utilit 
securities  prices.  The  market,  the 
say,  has  already  discounted  the  final 
cial  impact  of  regulation. 

But  there  is  a  lot  riding  on  the: 
suggestions  in  other  ways.  Someutii 
ities,  if  the  suggestions  are  adopte 
would  be  forced  to  write  off  larj 
amounts,  especially  those  with  e 
pensive  nuclear  plants  subject  to  tl 
newer  varieties  of  regulatory  actio 
In  a  few  cases,  says  Paine  Webber  an 
lyst  Charles  Benore,  these  accountii 
changes  could  prevent  a  compai 
from  meeting  its  existing  loan  agre 
ments  or  force  it  to  change  its  dh 
dend  policy. 

Accounting  changes  that  requi 
loss  writeoffs  aren't  likely  to  sho< 
the  regulators  into  making  decisioi 
more  favorable  to  the  utilities.  On  tl 
contrary,  they  could  make  thin 
worse.  Some  accountants  believe,  f 
example,  that  regulators  might  gra. 
fewer  cost  recoveries  in  the  futui 
not  more.  Take  a  phase-in.  If  son 
cost  is  expensed  because  regulate 
can't  be  trusted  to  raise  rates  in  tl 
future,  the  amount  allowed  for  reco 
ery  will  show  on  the  books  at  le 
than  full  cost.  The  regulator  then  h 
an  excuse  to  use  the  lower  amou 
actually  on  the  books  in  figuring  f 
ture  rate  increases. 

The    accountants,    of    course,    a 
only  attempting  to  mirror  reality 
closely  as  possible.  But  the  reali 
they  propose  to  portray  is  disturbi 
nonetheless. — Catherine  Yang 
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$280,000,000 
Venture  Lending  Associates  II,  L.P. 

VLA  seeks  to  acquire  companies  and  provide  mezzanine  financing  for: 

•  Management  Leveraged  Buyouts 

•  Corporate  Acquisitions  and  Expansions 


VLA  originates,  organizes  and  finances  acquisitions  of  U.S.  industrial 
companies.  VLA  and  VLA  II  are  Limited  Partnerships  funded  by 
pension  funds  and  other  institutional  investors  to  finance  manage- 
ment leveraged  buyouts  and  corporate  acquisitions  and  expansion. 
VLA  and  VLA  II  have  total  committed  capital  of  $380,000,000. 


The  undersigned  has  organized  and  manages 

Venture  Lending  Associates,  L.P.,  and 

Venture  Lending  Associates  II,  L.P. 


Butler  Capital  Corporation 


767  Fifth  Avenue 
New  York,  N.Y.  10153 

(212)  980-0606 


Taxing  Matters 


Lawmakers  are  eyeing  an  alternate  mini- 
mum corporate  tax.  Look  out. 


A  Band-Aid 
on  a  Band-Aid 


By  Laura  Saunders 


Alternate  minimum  corporate 
tax  proposals  are  springing  up 
i  like  dandelions  after  a  spring 
shower.  No  fewer  than  five,  including 
one  slated  as  part  of  Reagan's  tax  re- 
form package,  have  emerged  from  no- 
where in  recent  weeks. 

Ostensibly  these  proposals  are  de- 
signed to  catch  businesses  that  pay 
little  or  no  tax.  Anyone  who  stops  to 
think,  of  course,  will  realize  that  cor- 
porations don't  really  pay  taxes;  the 
tax  burden  is  really  shouldered  by  the 
companies'  customers,  workers  or 
owners.  In  effect,  Congress'  alternate 
minimum  corporate  taxes  would  be 
just  a  way  of  increasing  individual 
taxes  indirectly  or  lowering  wages. 
"They're  meant  to  be  like  a  bucket 
underneath  the  tax  system,  to  catch 
anything  that  slops  over,"  says  David 
Berenson,  a  partner  in  Ernst  &  Whin- 
ney's  Washington,  D.C.  office. 

Familiar?  Most  of  the  proposals 
would  work  like  the  hated  alternate 
minimum  tax  for  individuals:  Com- 
panies with  income  over  $100,000 
would  compute  their  taxes  the  nor- 
mal way,  then  add  back  the  value  of 
certain  benefits  and  recompute  the 
tax  using  a  flat  rate.  The  final  tax 
would  be  whichever  is  higher. 

The  proposals  differ  in  detail,  and 
it's  too  early  to  handicap  their  respec- 
tive chances.  Not  surprisingly,  the 
bill  of  Senators  Bentsen  (D-Tex.)  and 
Danforth  (R-Mo.)  would  be  gentler  on 
oil  companies  than  that  of  Senators 
Moynihan  (D-N.Y.)  and  Chafee 
(R-R.L).  Representatives  Russo 
(D-Ill.)  and  Schumer  (D-N.Y.)  would 
expand  the  alternate  personal  mini- 
mum tax,  as  would  Moynihan. 
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But  Congress  loves  the  illusion  of 
"sticking  it"  to  business.  The  alternate 
minimum  tax  could  even  become  an 
end  run  around  the  question  of  tax 
reform.  "If  tax  reform  bogs  down, "  says 
James  Conley,  principal  with  Arthur 
Young,  "this  may  take  on  a  life  of  its 
own."  No  surprise,  then,  that  during 
the  budget  debates  of  early  May,  the 
Senate  adopted,  by  a  vote  of  79  to  17,  a 
resolution  in  favor  of  minimum  taxes. 

True,  a  minimum  corporate  tax 
threatens  to  add  a  new  layer  of  com- 
plexity to  the  tax  code,  and  to  stifle 
incentives  Congress  put  there  in  the 
first  place.  But  the  tax  is  expedient. 
That,  in  the  end,  may  be  what  counts. 


Read  'em 
their  rights 

If  criminals  are  informed  of  their 
rights,  says  Representative  Andy 
Jacobs  Jr.  (D-Ind.),  why  not  taxpayers? 
In  a  letter  to  IRS  Commissioner 
Roscoe  Egger  Jr.,  Jacobs  points  out 
that  IRS  Form  1040  has  a  place  where 
you  can  make  "voluntary  contribu- 
tions to  reduce  the  public  debt,"  but 
the  line-by-line  instructions  don't 
mention  that  those  contributions  are 
tax  deductible.  (Not  that  many  tax- 


payers are  interested.  Last  year  th| 
fund  garnered  only  $400,000.) 

True,  the  deductibility  of  these  con 
tributions  is  mentioned  17  pages  earl 
lier,  in  Commissioner  Egger's  covel 
letter.  But  who  will  think  to  look 
"You  know  damn  well  that  wasn't  ail 
accidental    omission,"    says    Jacobs 
"That  was  a  flytrap." — L.S. 


Tou  cant  fight  city  hall 

Now  that  Congress  has  repealed 
the  infamous  "car  log"  provisioj 
of  the  1984  tax  act,  you  may  thin] 
you  won't  have  to  scribble  down  ev 
ery  trip  you  make  in  the  company  cai 
Think  again. 

The  repealed  provision,  which  re 
quired  taxpayers  to  file  "contempora 
neous  records"  for  the  business  use  c 
such  things  as  cars  and  home  comput 
ers,  triggered  such  a  storm  of  protes 
that  even  an  IRS  agent  (speaking  fc 
the  Federal  Law  Enforcement  Officer' 
Association)  testified  before  an  IR 
public  hearing  against  it. 

But  what  was  actually  repealed  wa. 
only  the  mandatory  nature  of  the  loji 
If  you  don't  have  it,  the  taxmen  stu 
may  challenge  your  deductions.  "As\|| 
practical  matter,"  says  Ira  Shapiro, 
partner  with   Coopers   &.   Lybrand'ifi 
Washington,  D.C.  office,  "you'll  hav ^ 
a  better  chance  of  defending  your  « 
turn  if  you  have  written  evidence." 

As  an  added  check  on  taxpayer  hor  I  "^ 
esty,  the  IRS  will  also  require  emplo), ' 
ers  who  give  workers  the  use  of  a  a 
to  estimate  the  monetized  value  of  1) 
on  their  W-2   forms,    so   it  can  b 
matched  up  with  their  tax  return: 
And  Form  1040  will  ask  whether  yo 
kept  written  records  even  though  tb 
law  now  says  you  don't  have  to. 

What's  more,  to  make  up  for  th 
revenue  lost  from  easing  up  in  th; 
area,  lawmakers  further  reduced  th 
investment  tax  credit  and  the  accele: 
ated  depreciation  allowed  for  cai> 
owned  by  businesses.  Cars  placed  i 
service  after  Apr.  2  will  get  the  IT1 
only  on  the  first  $11,250  (down  froi 
$16,675).  Congressional  tax  commi 
tee  Chairmen  Dan  Rostenkowski  an 
Bob  Packwood  are  so  pleased  wit 
this  "revenue-neutral"  compromis 
that  they  have  vowed  to  follow  suit  i 
legislation  later  this  year. 

In  other  words,  minimal  appeasi 
ment  followed  by  aggressive  compel 
satory  changes.  If  that's  a  victory  f< 
the  public  these  days,  what  would 
defeat  look  like?— L.S. 
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lew  BAe  800  delivers  big  business-jet  range 
■midsize  price. 

)  ther  business  jet  marketed  today  offers  an 
5-ency  rating  as  high  as  the  BAe  800's  com- 
leion  of  3320-mile  range,  reliability,  cabin  size 
diosts.  You  get  by  far  the  most  for  your  money, 
ic  you  spend  millions  less  to  buy  and  fly  it. 
ilibility  and  durability  are  built  into  this 
p:.ne,  which  holds  to  the  airliner  standards  and 
gieering  integrity  of  its  best-selling  prede- 
ssr,  the  Series  700... standards  derived  from 
Us  experience  building  subsonic  and  super- 
ti$transports  for  the  world's  major  airlines. 


the  most  efficient  business  jet  in  the  world. 

For  ground  support,  BAe  maintains  a  $46  million 
Spares  &  Support  Center  linked  to  17  Approved 
Service  Centers  at  16  strategically  located  air- 
ports across  North  America.  Our  technical/ 
support  team  works  on  a  24-hour,  365-day  basis, 
as  it  has  for  30  years. 

For  additional  information  on  this  outstanding 
business  jet,  call  your  nearest  BAe  regional  office. 

Or  write  Kenneth  C.  Spinney,  Vice  President- 
Corporate  Marketing  at  British  Aerospace,  Inc., 
P.O.  Box  17414,  Dulles  International  Airport, 
Washington,  DC  20041. 


British  Aerospace,  Inc.  Offices  in  North  America: 

Washington,  DC  703/435-9100  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000  •  Chicago  312/299-7000 

Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Montreal  514/636-8484  •  Mexico  City  525/596-29-39 


Meeting  Japan's  Challenge 


Twentieth  in  a  Series 
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A  computer  may  awe  you  with  its  memory,  delight  you  with  its  graphics  and 
azzle  you  with  its  speed,  but  deep  down  inside,  the  brain  behind  it  all  is  its  micro- 
rocessor 

And  our  new  MC68020  can  outperform  every  other  merchant  market 
ucroprocessor  in  the  world  at  these  functions,  because  it  is  so  much  more 
owerful  than  any  of  them. 

Essentially  this  power  will  enable  computers  to  vastly  improve  their  capacity 
>r  work.  Now,  they  will  be  able  to  access  even  greater  pools  of  data,  process 
lem  far  quicker,  and  light  up  the  screen  with  graphs,  solutions,  possibilities  and 
srtainties  in  even  less  time. 

The  MC68020  is  a  complete  32-bit  microprocessor.  That  is,  it  can  access 
/er  four  billion  bytes  of  data  while  providing 
isurpassed  data  processing  power. 

The  new  unit  also  happens  to  be  a  fully 
:>wardly  compatible  version  of  our  earlier 
S-bit  machine.  It  completes  a  progression  of 
,  16-,  and  now  32-bit  members  of  a  single 
otorola  family  of  microprocessors.  This 
tables  product  designers  to  expand  the 
pabilities  of  their  hardware  without  the  mter- 
ption  of  radical  re-design. 

The  MC68020  is  already  destined  for 
eat  accomplishments.  It  seems  likely  it  will  be 
najor  factor  in  the  market  for  use  in  the  next 
neration  of  robotics.  Its  potential  for  high 
eed  graphics  and  advanced  mathematics  make  it  ideal  for  high  volume  data 
ocessmg,  complicated  computer-aided  design  and  manufacturing  (C  ADC  AM) 
ccesses,  and  next-generation  general  purpose  computers. 

The  U.S.  semiconductor  industry  has  always  demonstrated  a  special  com- 
ence  in  microprocessors.  The  advent  of  the  MC68020  widens  our  country's 
d  with  Motorola  in  the  first  rank,  for  units  of  power,  speed  and  compatibility. 

Today,  it  is  quite  safe  to  say  that  the  Motorola  M68000  family  of  micro- 
Dcessors  holds  a  prominent  world  position  in  design-ins  by  leading  electronics 
ns  in  the  U.S.,  Japan  and  Europe. 

It  is  also  quite  safe  to  say  that  we  are  not  only  determined  to  keep  that  lead, 
t  to  widen  the  gap  again. 

pA)  MOTOROLA  A  World  Leader  in  Electronics. 


Our  family  portrait. 


Quality  and  productivity  through  employee  participation  in  management. 


)  1984  Motorola  Inc     Motorola  and  (W)   are  registered  trademarks  of  Motorola,  !nc 


On  the  Docket 


Why  Japanese  TV  manufacturers  may  fi- 
nally escape  Zenith's  $1.2  billion  antitrust 
suit  in  the  U.S.  Supreme  Court. 


Down  the  tube? 


By  Barbara  Kallen 


Has      Zenith       Electronics 
Corp.  just  spent  what  could 
amount  to  $6  million  in  legal 
fees  for  nothing? 

After  11  years  of  pretrial  squab- 
bling, lawyers  for  Japanese  television 
manufacturers  now  argue  their  cli- 
ents can't  be  forced  to  pay  Zenith  $1.2 
billion  in  antitrust  damages  because 
their  actions  were  "compelled  by  the 
Japanese  government." 

Zenith  has  charged  that 
the  Japanese  companies  con- 
spired to  monopolize  the 
U.S.  television  market  in  the 
1960s  and  1970s  by  dumping 
their  sets  here  at  prices  far 
below  what  they  charged  in 
Japan.  But  now  Japanese  tele- 
vision makers  Matsushita, 
Toshiba,  Hitachi,  Mitsubi- 
shi, Sanyo  and  Sharp  may  not 
have  to  worry  about  that  ac- 
cusation. The  Supreme 
Court  has  just  agreed  to  hear 
the  case  this  fall.  The  jus- 
tices will  consider  whether 
the  Japanese  television  mak- 
ers can  be  held  liable  under 
U.S.  antitrust  law  for  actions 
they  say  were  compelled  by 
their  government.  If  the  answer  is  no, 
then  Zenith  has  no  case. 

Here  are  the  facts.  According  to  the 
brief  filed  by  the  Japanese  govern- 
ment, between  1963  and  1973  the 
Ministry  of  International  Trade  &  In- 
dustry (MITI)  had  a  "voluntary"  poli- 
cy requiring  participating  Japanese 
television  manufacturers  to  register 
no  more  than  five  U.S.  wholesale  cus- 
tomers, and  to  observe  "checkprices" 


below  which  they  wouldn't  sell  in 
this  country.  "You  can't  charge  them 
with  conspiracy  for  obeying  the  direc- 
tions of  their  government  in  carrying 
out  its  export  policy,"  argues  Donald 
Zoeller,  a  partner  at  Mudge  Rose 
Guthrie  Alexander  &.  Ferdon,  one  of 
the  23  American  law  firms  represent- 
ing the  Japanese  companies. 

A  specious  argument,  says  Zenith. 
MITI's  order  may  have  been  "volun- 
tary," but  all  the  exporters  of  Japanese 


television  sets  named  in  the  suit  par- 
ticipated. And  the  policy  may  have 
had  the  appearance  of  discouraging 
dumping,  but  actually  it  did  the  oppo- 
site— it  promoted  collusion,  and  the 
price  floors  were  openly  flaunted.  By 
going  along  with  MITI's  order,  says 
Zenith,  everyone  subsidized  low  ex- 
port prices  with  high  domestic  prices 
in  the  closed  Japanese  market. 
The   Japanese   companies'   "sover- 


eign compulsion"  argument  is  mere  i 
the  latest  in  a  long  string  of  defense! 
First  they  argued  that  the  U.S.  Anif 
dumping  Act  of  1916  is  unconstitj 
tional.  Then  they  said  the  issues  we  I 
too  complex  for  a  jury  to  understanj 
They  further  argued  that  the  An 
dumping  Act  doesn't  apply  to  U. 
subsidiaries  of  Japanese  companu 
Then,  after  delaying  the  trial  for  t\ 
years,  the  Japanese  made  a  statute 
limitations    argument.    Says    Zeni 
spokesman  William  Nail:  "We'd  a 
them  something  and  they'd  say  th 
had  to  check  back  with  their  exec 
tives  in  Japan.  .  .  .  Didn't  they  ev 
hear  of  the  telephone?" 

With  protectionist  sentime 
mounting  in  the  U.S.,  there  is  a  lot 
stake  for  the  Japanese.  A  guilty  vt 
diet  would  lend  weight  to  simil 
antidumping  cases  now  pending 
the  electronics,  cellular  telephor 
metals  and  chemicals  industries. 

Will  the  Supreme  Court  buy  t 
"sovereign    compulsion"    argumer 
Quite  possibly.  The  Departments 
Justice  and  State  both  said  Zenitl 
case  should  be  thrown  out.  A  decisij 
against  the  Japanese  companies  ". 
tend  to  discourage  foreign  companu 
from  engaging  in  vigorous  price  co: 
petition  in  the  U.S.  for  fear  of  inci 
ring  treble  damages  liabih 
under   U.S.   antitrust   law| 
stated    the    Justice    Dep 
ment.  The  department  i. 
warned    that    the    decisi 
"has  significant  practical  i 
plications  for  both  antitn 
policy  and  the  conduct  of  c 
nation's  trade  policy." 

In  addition,  six  foreign  g< 
ernments — Australia,  Q 
ada,  France,  Korea,  Spain  a 
the  U.K. — sent  letters  to  tij 
State  Department  express: 
sympathy  for  the  Japam 
companies'  position.  One 
eign  diplomat  involved  at 
butes  the  letters  to  pressk 
from  the  Japanese. 

Meanwhile  the  U.S.  gi 
ernment  is  determined  to 
trade  concessions  from  Tokyo  tl 
will  open  Japanese  markets  to  U 
manufactured  computers,  pharr 
ceuticals  and  medical  equipment 
team  of  U.S.  negotiators  retun 
from  Tokyo  in  April  with  import, 
trade  concessions  in  the  telecomn 
nications  field.  Add  to  this  the  f 
that  Japanese  auto  companies  are  n 
building  manufacturing  plants  in  t 
country.  The  latest  one  is  Mitsubi 
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Upjohn  lends  a  helping  hand  to  the 


kMJKiiit^ai  n»aiiiiiiTg^»ii».^igfc<irtiiiiTCSi^»^fr»n7i«i giTrnTi 


P  destruction  wrought  by 
jtis  can  transform  a  once 
jvigorous  person  into  one 
1  hoves  cautiously  in  a 
{clouded  with  pain, 
he  people  at  The  Upjohn 
any  the  battle  against 
orld  of  pain  is  a  primary 
'or  answers,  we  are 
'g  deep  into  the 
1  nism  of  inflammation. 
\r  knowledge  about  cells 


is  pointing  the  way  to  actually 
modifying  the  disease  through 
immunology 

By  zeroing  in  on  individual 
populations  of  cells,  we  can  work 
toward  controlling  their  actions. 

So  instead  of  alleviating 
arthritic  pain,  we  could  end  up 
eradicating  it. 

For  nearly  100  years,  Upjohn 
has  looked  to  the  future  and 
found  answers  to  "impossible" 


questions.  Looking  for  more 
will  make  our  second  century 
of  caring  even  more  exciting 
than  the  first. 

For  booklet  "What  You 
Should  Know  About  Arthritis; 
write  CARING,  Dept.  FB, 
RO.  Box  2497,  Kalamazoo, 
Michigan  49003. 


Upjohn 


Solving  Jet  Age 

Problems  with 

Space  Age  Fabrications 


Reducing  jet  engine  noise  is  getting  a  lot  of 
attention  these  days.  An  example  of  this  developing  technology  is 

the  jet  engine  fan  case  above.  It  was  fabricated  by  Fansteel 

Precision  Sheet  Metal  to  muffle  the  roar  created  by  a  jet  engine's 

fan.  Producing  it  required  working  with  special  aluminum  alloy 

components,  machined  and  assembled  to  precise  tolerances. 

Porous,  sound  absorbing  materials  are  bonded  between  the 

structure's  inner  and  outer  walls  using  space  age  techniques 

capable  of  withstanding  extremely  hostile  operational 

environments.  And  the  finished  product  meets  the  highest  quality 

control  standards  in  industry.  If  you  think  it  is  unusual  for  Fansteel 

to  be  so  deeply  involved  in  modern  problem  solving  technology  — 

it  will  pay  you  to  know  more  about  us. 


[Fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  electronics 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


otors,  from  the  same  family  of  com- 
nies  as  one  of  the  defendants  in  the 
se.  In  partnership  with  Chrysler,  it 
11  spend  $500  million  and  create 
iOO  jobs.  Allowing  Zenith  to  rock 
e  boat  at  this  point  would  be  awk- 
ird  indeed. 


irachute  punishment 

|on't  look  now,  but  those  golden 
r  parachutes  may  have  some  holes 
them: 

I  Financial  Corp.  of  America  is  su- 

;  former  Chairman  Charles  Knapp 

the  $2  million  he  took  in  "golden 

-achute"  severance  pay  last  August. 

►  Shareholders  -of    Natomas    Co. 

/e  sued  to  recover  $10  million  that 

:  company's  management  took  in 

)3  after  being  acquired  by  the  Dia- 

md   Shamrock   Corp.    The    share- 

ders  charge  they  received  signif- 

ntly  less  for  their  shares  because  of 

inordinate  size  of  the  parachutes. 

[•The   Federal    Deposit    Insurance 

[rp.  is  suing  four  former  Continen- 

fllinois  Corp.  executives  who  got 

:r  $3  million  in  severances  before 

igning. 

'ould  this  be  the  beginning  of  the 

1  for  parachutes?  Some  think  so. 

Je're    seeing   an    anti-golden-para- 

ite  mood  across  the  country,"  says 

nald  Hambrick,  professor  of  busi- 

administration,  Columbia  Uni- 

sity.    "Over   the   last   two  years, 

re  companies  have  dropped  golden 

achutes  than  added  them.  It's  be- 

fung    increasingly     frequent     for 

kholders  to  bring  suit." 

he  FDIC  case,  filed  in  U.S.  District 

irt  for  the  Northern  District  of  Illi- 

seeks  $3.1  million  from  former 

irman  Roger  Anderson  and  three 

he  bank's  top  officers.  To  ensure 

it  will  recover  the  full  amount, 

FDIC  is  suing  Anderson  separate- 

>r  $3.1  million — the  full  amount — 

ell. 

1  this  may  not  make  FDIC  Chair- 
William  Isaac  popular  in  banking 
es.  Why  is  he  doing  it?  Not  be- 
e  his  organization  is  broke:  FDIC 
rves  today  total  $18  billion,  up 
i$ll  billion  in  1981.  It's  just  that 
:  believes  the  Continental  Illinois 
should  not  be  rewarded  for  a  job 
y  done. 

Ve  aren't  challenging  accrued 
fits  or  vested  pension  rights," 
Isaac.  "This  isn't  a  situation 
re  a  healthy  company  wanted  to 
a  management  change  and 
i  the  transition  by  paying  outgo- 
xecutives  more  money.  We  had  a 
sick  company,  which  needed 
tantial  assistance." 
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There  is  precedent  for  such  govern- 
ment action.  In  1983  the  Federal  Sav- 
ings ck  Loan  Insurance  Corp.  success- 
fully challenged  a  golden  parachute 
arrangement  at  the  Unity  Savings  As- 
sociation, a  failed  Chicago  thrift, 
which  had  a  net  worth  of  $30  million 
in  1980.  In  that  case,  FSLIC  v.  Bass, 
Federal  Judge  William  Hart  of  the 
Northern  District  of  Illinois  ruled 
that  key  insider  stockholders — broth- 
ers Mitchell  and  Howard  Bass — were 
not  entitled  to  $200,000  deposited  in 
an  escrow  account  before  the  thrift 
failed.  Since  payment  of  that 
escrowed  money  was  to  be  triggered 
when  the  bank  went  into  receiver- 
ship, FSLIC  was  able  to  get  a  restrain- 
ing order,  and  the  monies  were  never 
paid.  By  setting  up  the  trigger  pay- 
ments for  the  escrowed  sum  in  this 
manner,  Judge  Hart  ruled,  the  Basses 
had  violated  Federal  Home  Loan  Bank 
Board  regulations  and  the  common 
law  business-judgment  rule.  "These 
agreements  are  simply  a  blatant  at- 
tempt to  secure  the  Basses'  position  at 
Unity's  expense,"  he  wrote. 

If  anything,  the  FDIC's  suit  against 
Continental  Illinois  directors  would 
appear  to  be  stronger  than  FSLIC's  in 
the  Bass  case.  There  the  monies  were 
frozen;  in  the  Continental  case  much 
of  the  money  has  been  paid  out. 

Mark  Rosen,  an  FDIC  attorney, 
says  other  federal  agencies  and  big 
corporations  are  watching  the  lawsuit 
with  interest.  The  case  may  come  to 
trial  relatively  quickly.  The  judge 
hearing  other  lawsuits  against  the  for- 
mer Continental  Illinois  managers 
will  hear  this  case  as  well.  That 
should  speed  things  up  considerably, 
since  he  is  familiar  with  Continental 
Illinois'  financial  history. 

One  footnote:  The  FDIC,  which  ac- 
quired $4.5  billion  worth  of  bad  Con- 
tinental Illinois  loans  for  $3.5  billion, 
is  now  calculating  how  much  money 
it  will  lose  on  those  loans.  Those 
losses  will  determine  how  much  of 
Continental's  stock  the  FDIC  ulti- 
mately owns:  anywhere  from  80%  up 
to  100%.  The  FDIC  says  the  bank  is 
recovering  faster  than  expected, 
which  means  the  FDIC  may  begin 
selling  its  shares  to  the  public  within 
18  months. 

Says  Chairman  Isaac,  "We  could 
well  show  a  small  profit  from  this 
deal.  A  few  years  ago  observers  won- 
dered if  FDIC  could  cope  with  a  large 
failure.  To  me  it's  noteworthy  that  we 
coped  with  Continental  with  relative 
ease."  More  important,  he  may  well 
establish  a  precedent  to  prevent  other 
top  executives  from  trying  to  pick  the 
bones  of  companies  they  have  mis- 
managed.— Jeffrey  A.  Trachtenberg 


I  should  have 
known! 


This  little  cartridge 

put  my  Canon  PCs 

in  a  class  all  their  own. 

My  Canon  Personal  Cartridge  Copiers 

are  the  only  copiers  with  Canon's 

exclusive  PC  Cartridge  system.  That 

means  they're  virtually  service-free.  And 

it  also  means  they  let  you  copy  in  your 

choice  of  six  colors! 


PC-10 

The  shortest  distance  between  you  and  a 
quick  copy. 


PC-20 

8  copies  a  minute  plus  automatic  feeding. 


PC-25 

It  reduces,  enlarges,  even  copies  up  to 
legal  size! 

PERSONAL  COPIERS  %%%  U      V^)  MMM 

Personal  Cartridge  Copying, 
Plain  and  Simple.- 

For  more  information  call  toll  free 

1-800-OK  CANON 


©W8S  Canon  USA.  In 
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vo  decades  ago,  Hitachi  began  turning 
i  science  fiction  into  startling  industrial 
device:  The  company's  first  servo- 
ator,  a  key  component  in  the  develop- 
real  robots  to  eliminate  the  monotony, 
ind  dirty  work  of  manufacturing. 

chanical  right-hand  man 

ie  results  of  Hitachi  research  are  in 
ound  you.  Robot  welders  using  micro- 
rs  and  built-in  sensors  to  detect  weld 
Dimatically.  Spray-painting  robots 
Df  remembering  up  to  2,000  instruc- 
performing  99  different  painting  tasks, 
robots  that  can  be  programmed  for 
unctions  through  a  simple  teaching 
ots  on  wheels  for  transporting  parts 
house  stock. 

electronics  and  mechanical  engi- 
ixperts  have  joined  their  talents  to  give 

benefits  of  high  technology.  They 
ited  models  with  expanded  memory 
>and  advanced  sensing  systems, 
have  applied  them  in  Hitachi's  own 
where  our  production  specialists 
jrther  refinements. 
n  ct,  we  are  constantly  coming  up  with 
His  and  new  applications.  One  of  the 


latest:  A  visual-tactile  sensing  robot  with  multiple 
arms  and  seven  camera  eyes,  developed  to 
independently  assemble  home  appliances  such 
as  vacuum  cleaners. 

These  examples  demonstrate  a  few  of  the 
ways  in  which  Hitachi  is  improving  upon  basic 
technology.  Then  using  it  to  create  practical 
tools  that  meet  your  needs. .  .and  those  of 
professionals  in  marine  exploration,  aerospace, 
and  virtually  every  other  field  you  can  name. 

The  best  of  worlds  is  yet  to  come 

Our  vision  of  the  future  includes  robots  with 
artificial  intelligence  that  will  learn  from  their  own 
experiences.  Flexible  manufacturing  systems 
where  robots  handle  every  step  of  production. 
Personal  robots  that  will  take  the  drudgery  out 
of  household  chores.  And  much,  much  more. 

We'd  like  you  to  share  in  the  benefits  of 
our  scientific  research,  covering  the  next  genera- 
tion of  lasers,  sensors  and  other  electronic 
devices.  For  improved  business  efficiency.  For 
a  higher  quality  of  life.  Two  goals  we've  pursued 
for  75  years  as  part  of  our  commitment  to  a 
better  world  through  electronics. 


WE  BELIEVE  ROBOTS  FREE  MINDS  TO  CREATE  BY  FREEING  BODIES  FROM  TOIL 

0  HITACHI 

JP.  Industrial  Components  Sales  &  Service  Division.  Hitachi  America.  Ltd  .  50  Prospect  Avenue.  Tarrytown,  NY  10591-4698  Tel  914-332-5800 


Marketing 


Edited  by  Stephen  Kindel 


Meet  agent  Roger  Richmond.  His  best  cli- 
ents, he  says,  are  not  dead  stars,  but . . . 


Legends  for  lease 


By  Alex  Ben  Block 


T|  HE  CREATIVE  team  at  the  Mel- 
drum  &  Fewsmith  advertising 
agency  in  Cleveland  was  rapidly 
approaching  a  deadline  for  Sears'  Op- 
tical Centers.  They  wanted  to  use  a 
famous  historical  figure  or  celebrity 
to  promote  eyeglass  frames,  but  none 
of  the  names  suggested  seemed  right. 
Then  one  of  the  copywriters  pre- 
tended to  adjust  his  glasses  as  he 
slowly  hissed  "Ah,  yesss  .  .  ."  in  the 
distinct  style  of  the  late  W.C.  Fields. 
Suddenly  something  clicked.  In  two 


exaggerated  words,  Fields'  expression 
added  color,  humor  and  style — and 
shortened  the  script.  It  was  perfect, 
except  for  one  thing:  "We  ran  into  an 
agent  representing  the  Fields  family," 
recalls  Dennis  Okerbloom,  M&F's 
vice  president  and  associate  creative 
director. 

Ah,  yesss.  Though  Fields  died  in 
1946,  his  image  is  a  lucrative  com- 
mercial property  that  enriches  his  es- 
tate by  several  hundred  thousand  dol- 
lars a  year.  It  also  turns  a  nice  dollar 
for  41 -year-old  Roger  Richmond  of 
Los  Angeles,   a  licensing  agent  ap- 


Licensing  agent  Roger  Richmond  hi  his  Hollywood  office 

"It's  really  the  characters — not  the  stars — that  are  marketed.' 
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pointed  by  Fields'  heirs  in  1978. 

Most  of  Richmond's  best  clients  a 
dead.  But  with  that  peculiar  Califc 
nia  flair  for  putting  the  right  gloss  ( 
things,  Richmond  says,  "I  don't  sa? 
represent  dead  stars.  I  say  I  represe 
Hollywood  legends." 

Besides  Fields,  Roger  Richmoi 
Productions'  clients  include  Abbe 
and  Costello,  Clark  Gable,  the  Ma 
brothers,  Marilyn  Monroe,  Rudol 
Valentino,  Carole  Lombard  and  M 
West.  The  list  has  been  growing  lai 
ly,  thanks  to  a  new  California  h 
giving  dead  legends  the  same  rights 
living  celebrities  for  at  least  50  ye; 
after  their  deaths.  Richmond  was 
strumental  in  getting  the  law  passt 
after  three  years  of  shuttling  livi 
legends  such  as  Elizabeth  Taylor 
Sacramento  to  meet  with  legislatoi 

The  California  statute,  which  : 
the  first  time  ensures  advertisers  < 
elusive  use  of  a  dead  legend,  is  havi 
a  broad  impact.  First,  a  handful 
states,   including  Tennessee — whi 
has  its  own  stars  in  the  country  a 
western     music     business — quid 
copied  it.  Second,  says  Richmond,  l 
federal  courts  have  established  a;i 
general    rule    that    in    copyright 
fringement  cases  the  law  that  appl 
is  the  law  of  the  state  where  the  dd 
celebrity  made  his  residence.  Sin    val. 
the  majority  of  film  and  TV  stars  lriil 
in  California,  its  rules — which  tc 
effect  at  the  start  of  this  year — efft  m 
tively  became  the  law  of  the  land.  1  j 
law,   which  requires  registration 
dead  celebrities  with  the  Califor 
Secretary  of  State,  carries  a  fineu 
only  $750,  but  a  violator  may  also^ 
on  the  hook  for  legal  fees,  puniti   Jtinj 
damages  and  all  his  profits. 

Richmond  won't  say  exactly  h 
much  he  makes,  but  it  is  a  substani) 
amount.  While  a  Forbes  reporter  \ 
visiting,   Richmond  received  a  i 
from  an  auto  dealer  in  a  small  ir 
western  city  who  wanted  to  use 
Marx  brothers  for  one  year  inam 
keting  campaign.  Richmond  que 
him  a  flat  fee  price  of  $30,000 
quickly  added  hints  that  the  price  i 
negotiable.  On  licensed  merchandu 
Richmond  says  the  usual  royalty 
from   7%    to   10%   of  the  wholes tit^ 
price.  Out  of  what  he  collects,  R' 
mond  takes  a  35%  cut  from  the  he 

Business  is  lively.  Says  George    lt 
Weathersby,  president  of  Curtis  F 
lishing  Co. — one  of  Richmond's 
competitors — which  represents  E 
Presley,  [ames  Dean,  Babe  Ruth 
Norman  Rockwell,  "This  segment 
really  taken  off  since  the  succes 
Charlie  Chaplin's  tramp  charactei 
IBM,  but  all  licensing  is  up.  Look  at 
recent  Toy  Fair  in  New  York 


is,[ 
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irs  ago  maybe  15%  of  it  was  licensed 
tchandise.  Today  almost  half  of  the 
iv  merchandise  is  licensed." 
lichmond,  a  stocky  man  with  a 
Idy  complexion  and  a  thick  blond 
ird,  stumbled  onto  his  lucrative 
ictice  in  the  mid-Seventies  after  ca- 
rs as  a  music  copyright  attorney  in 
w  York,  a  sculptor  in  Europe  and  a 
ancer  of  low-budget  movies  in  Hol- 
vrood.  He  insists  he  isn't  worried 
)ut  competition.  "It's  not  really  a 
ge  market,"  Richmond  explains, 
here  aren't  a  lot  of  stars  who  have 
lintained  their  commercial  fame  af- 
their  death.  Almost  all  of  those  I 


represent  had  created  a  character — 
like  Fields'  hard-drinking  con  man — 
and  it  is  really  the  characters  that  are 
being  marketed." 

Every  silver  lining  has  a  cloud,  of 
course.  Now  that  he  has  the  law  on 
his  side,  Richmond  spends  much  of 
his  time  tracking  down  infringe- 
ments. He  regularly  shoots  off  letters, 
warning  of  dire  legal  consequences,  to 
people  who  use  his  clients  without 
paying  up.  He  says  in  most  cases  the 
infringement  stops,  while  occasional- 
ly his  clients  are  paid.  But  not  every- 
body pays  attention.  Richmond  has 
been  having  a  running  battle  with 


Ron  Smith,  president  of  Ron  Smith's 
Celebrity-Look-alikes,  which  pro- 
vides spitting  images  of  the  stars  for 
all  kinds  of  events,  as  well  as  advertis- 
ing. Smith  says  the  new  law  doesn't 
affect  him  "as  long  as  look-alikes 
aren't  used  in  a  deceptive  manner."  In 
other  words,  as  long  as  he  tells  every- 
one in  advance  that  these  are  look- 
alikes,  he  isn't  breaking  the  law. 

If  Richmond  can't  beat  Smith,  he 
intends  to  compete.  "I'm  planning  to 
open  my  own  look-alike  business  in 
competition,"  says  Richmond,  "but 
mine  will  be  the  only  one  that  pro- 
vides authorized  representation." 


izzle  dazzle 

|on  Beveridge  is  on  stage  in  Chica- 
*go,  telling  Beatrice  Cos.  salesmen 
oary  tale:  how  Mercury  Marine  lost 
Vo  of  its  outboard  motor  market 
ire  in  Baja,  Mexico,  to  Honda.  Mer- 
y,  Beveridge  says  in  tones  of  righ- 
ius  indignation,  spent  its  time  sell- 
I  outboard  engines  on  the  basis  of 
try  engineering.  Honda?  It  handed 
t  a  brochure  titled  "How  to  Fish" 
I  virtually  drove  Mercury  from  the 
Hrketplace.  The  audience 
5  the  message  and  roars  its 
roval. 

everidge's       performances 
i  him  $1  million  a  year.  As 
ttpanies     constantly     seek 
/.er  ways  to  move  goods,  the 
tivation  business  is  boom- 
It  is  one  of  the  fastest- 
-ving  specialties  in  the  $3.5 
ion-a-year       management 
isulting      business.       The 
ks  of  sales  and  marketing 
'/ens,  plying  their  trade  in 
Terence  rooms  and  audito- 
ns  around  the  country,  in- 
le  university  professors,  re- 
;s  and — what   else — folks 
just  got  fired  and  are  pre- 
tably  expert  in  their  mis- 
is.  Of  course  there  are  stars,  such 
10m  Peters,  coauthor  of  In  Search  of 
Wlence,  and  Buck  Rogers,  former 
■keting  head  of  IBM.  But  none  is  a 
■like  Beveridge. 

Recording  to  rival  Jack  Snader, 
If  executive  of  Systema  Corp.  in 
Bpago,  also  a  sales  motivator,  Bev- 
Ke,  at  52,  is  a  talker  rather  than  an 
■yzer.  "He's  what  we  call  a  stem- 
Wler,"  says  Snader,  who  talks  to 
»it  50  audiences  a  year.  "He  winds 
pe>le  up  and  sends  them  out." 
M)  do  what?  Michael  Friduss,  gen- 
arc  manager  of  distribution  services 
ttijinois  Bell,  doesn't  know  exactly 
vrt:  Beveridge  does  for  his  people, 
buhe  knows  that  something  good 


happens  when  Illinois  Bell  people  are 
exposed  to  Beveridge-think:  "All  of 
my  people  have  seen  him,  either  live 
or  on  tape,  and  I  never  heard  more 
positive  things  from  installers  and  re- 
pairmen in  my  life."  Adds  Norman 
Stuckey,  vice  president/staff,  South- 
western Bell  Publications:  "Judging 
from  their  reaction,  we  get  our  mon- 
ey's worth." 

Mostly,  Beveridge  gives  a  standard 
message:  The  sales  business  has 
turned  from  being  product-driven  to 
being   customer-focused.    Instead   of 


Don  Beveridge,  sales  motivator 

An  old  message,  plus  dramatic  license. 


price:  $3,000  plus  expenses  for  90 
minutes  or  $10,000  a  day.  But  that's 
just  door-opening  money.  At  least 
40%  of  his  lecture  customers  pay  an 
additional  $8,000  to  videotape  his 
sales  talk.  Others  prefer  Beveridge's 
prepackaged  videotapes  (seven  hours 
for  up  to  $50,000)  or  movies  ($550  per 
30-minute  reel).  All  this  comes  out  of 
two  enterprises:  Beveridge  Business 
Systems  in  Barrington,  111.,  which  dis- 
tributes the  tapes,  and  D.W.  Beveridge 
&.  Associates  in  West  Palm  Beach, 
Fla.,  which  books  the  lectures. 

The  silver-haired  Beveridge, 
who  lives  in  West  Palm  Beach, 
learned  how  to  sell  at  Mobil 
Oil.  Persuading  independent 
gas  station  owners  to  stock 
Mobil's  line  of  lubricants  and 
tires,  Beveridge  developed  the 
marketing  skills  he  later 
turned  to  his  own  profit.  At 
least  partly  as  a  result,  he  now 
has  an  answer  to  almost  every 
sales  problem  ever  posed.  For 
example:  "If  you  ask  your 
salesperson  how  many  new  ac- 
counts he  calls  on  each  week, 
and  he  can't  tell  you  in  five 
seconds,  then  you've  got  a 
problem  because  he's  only  do- 
ing business  with  the  good  ol' 
boys." 


selling  products  on  the  basis  of  perfor- 
mance, a  salesman  ought  first  to  lis- 
ten to  his  customers  and  then  tailor 
the  product  to  the  customer's  needs. 

The  message  is  age-old,  as  Bever- 
idge acknowledges,  but  no  less  useful 
for  that.  "Less  than  10%  of  American 
companies  believe  in  customer  fo- 
cus," he  says.  "About  90%  of  all  peo- 
ple selling  today  are  product-driven 
peddlers.  Anytime  your  identity  is 
synonymous  with  product  line,  you 
lose.  There  will  always  be  somebody 
with  new  bells  or  cheaper  whistles." 

By  his  own  account,  Beveridge  dis- 
penses his  wisdom  at  least  120  times 
a  year  to  the  likes  of  Illinois  Bell, 
General  Electric  and  Burger  King.  His 


Like  any  good  actor,  Beveridge  of- 
ten stretches  the  truth  to  make  a 
point.  Such  as  the  anecdote  about  the 
Mercury  outboard  motors.  Mercury 
says  it  just  isn't  so.  "He  made  the 
story  up  to  serve  his  audience,"  says 
Greg  Kissela,  director  of  promotional 
support  services,  Mercury  Marine. 
"He  tells  it  to  make  a  point  of  know- 
ing your  customer's  needs.  When  I 
heard  the  story,  it  involved  his  buying 
a  boat  in  West  Palm  Beach."  Bever- 
idge calls  it  a  "TV  dramatization  of 
what's  happening  in  the  business." 

As  they  say  in  show  business,  it's 
not  what  you  do,  but  the  way  that  you 
do  it. — Jeffrey  A.  Trachtenberg 
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Why  do  we  call  it  a 
machine?  It's  a  way  to  help  your 
business  work  better.  In  ways 
you  never  thought  of.  How? 

With  the  people  we  have. 

The  services  we  offer. 

The  network  that  makes 
it  possible. 

All  together,  a  powerful 
combination  for  your  business. 

What  makes  us  the 
better  business  machine? 

1.  Our  people. 
The  account  executives 

and  sales  specialists  who  can 
help  you  use  our  network 
services  to  help  you  run  your 
business  better  now. 

And  in  the  future. 

Things  only  we  at 
AT&T  Communications  can  do. 

Because  only  we  have  the 
know-how  to  tailor  our  long 
distance  services  and  network 
to  meet  your  business  needs. 

No  matter  how  simple  or 
complex. 

2.  Our  services. 

The  most  versatile  and 
varied  in  the  business  to  use 
alone  or  in  combination. 

They  include: 

AT&T  Long  Distance 
Service.  Available  anywhere 
in  the  United  States  and  to  over 
250  countries  and  locations 
worldwide. 

AT&T  Card.  To  dial  your 


calls  directly.  Without  the 
coin  of  the  realm. 

AT&T  800  Service.  Toll 
free  service  from  anywhere 
in  the  United  States.  Plus 
Canada,  France,  the  United 
Kingdomf  the  Netherlands 
and  Bermuda. 

AT&T  Advanced  800 
Service.  Expands  your  basic 
AT&T  800  Service  to  give  you 
control  and  flexibility. 

AT&T  WATS.  Saves  your 


company  money  to  fre 
called  areas. 

,     DIAL-IT®  900  Se 
A  highly  cost-effective  ■) 
reach  your  customers 
promotional  messages 

ALLIANCESMTel( 
encing  Services.  A  cle 
to  talk  with  many  local 
all  over  the  country  at 
And  to  many  internatii 
locations. 

SKYNETsSatelli 


tin 


*Pending  FCC  approval,  excluding  Channel  Islands.  ©1985  AT&T  Communications 


STANCE: 


!,ata,  television,  radio 

fteo  teleconferencing. 

iXUNET*  Digital 

ics.  A  highly  reliable, 

Kb  family  of  services  for 

ilransmission. 

3s3ur  network. 

Te  most  sophisticated 

teaching  in  the  country 

World. 

Aove,  below  and  on  the 

tflhe  earth. 


Business  works  better 

with  the  better 

business  machine. 

Any  business,  large  or  small. 
Examples: 

AT&T  IS  IN  SHRIMP 
A  shrimp  company  uses  AT&T 
800  Service  to  help  package, 
process  and  sell  90,000 
pounds  of  shrimp  a  day. 

AT&T  IS  IN  ANTIQUES. 
An  antique  dealer  can  use 
ALLIANCE  Teleconferencing 


Services  to  hold  an  auction 
with  up  to  58  cities  at  once. 

AT&T  IS  IN  MUSIC. 
A  record  company  can  use 
ACCUNET®  Digital  Services 
to  fill  its  orders  from  all  over 
the  country  electronically. 

The  fact  is  any  company 
that  uses  long  distance  can 
use  it  better  using  our  better 
business  machine. 

The  buck  stops  here. 

That  means  we're  here. 
Today,  tomorrow  and  in  the 
years  to  come. 

And  you  can  count  on  us. 
Our  people.  Our  services.  Our 
network.  Whenever,  wherever, 
as  long  as  you  need  us. 

Not  a  drain  on  the  bottom 
line.  Accountable  to  the  bot- 
tom line. 

Call  your  account  executive 
at  AT&T  Communications. 
Or  one  of  our  sales  specialists 
at  1  800  222-0400. 


AT&T 

The  right  choice. 


Technology 


Edited  by  Stephen  Kindel 

Railroads  are  not  exactly  highballing 
toward  completely  automated  systems,  but 
they  are  getting  a  lot  closer. 

The  electronic 
horse 


By  Robert  Teitelman 


Not  even  Japanese  bullet  trains  i  j 
the  French  TGV  makes  a  profit  c 
passenger  service,  but  freight  is  a 
ferent  story  altogether.  In  1984  Ame 
ican  railroads  earned  $2.7  billion 
profits  on  $29.5  billion  in  freight  re 
enue — almost  double  the  numbers 
a  decade  ago. 

One  big  reason,  in  addition  to  ec 
nomic  recovery  and  deregulation, 
improved   technology,    making   ra 
roads  competitive  with  trucks  ail 
cargo  planes.  Says  William  Harris,  tl] 
Association  of  American  Railroac 
head  of  research,  "We're  into  a  peril 
of  technological  change  in  railroa 
that's    at    least    comparable    to    t!: 
switch  from  steam  to  diesel  [in  t. 
1930s].  If  we're  going  to  continue 
compete,  we're  going  to  have  to 
even  further." 

What  will  that  new  technology  <  I 
fer?  It  won't  necessarily  be  speed  b 
traffic  management.  Swift  trains  i 
ten  get  stacked  up,  waiting  for  slow 
trains  to  reach  sidings.  This  wast 
time  and  energy.  You  can  get  some 
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Chessie  System's  computerized  traffic  management  s)'Stem 

The  dispatcher  makes  the  decisions,  but  the  computer  eliminates  the  drudgery. 
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it  back,  in  the  form  of  computer- 
iisted  advanced  traffic  manage- 
;nt.  Consider  the  Virginia  division 
Chessie  System  Railroads,  a  unit  of 
iX  Corp.,  which  runs  about  600 
les  of  track  from  Hinton,  W.Va.  to 
:wport  News,  Va.  In  the  early  1970s 
lessie  used  dispatchers  at  three  lo- 
tions to  oversee  about  120  miles  of 
ck  each.  The  dispatchers  worked 
im  sketchy  wire  and  telephone  re- 
rts,  penciling  information  on  paper 
d  manually  controlling  switches 
d signals.  "It  was  demanding,"  says 
illiam  Zieber,  the  assistant  supervi- 
r  of  signaling  and  communications 
Chessie.  "You  would  be  over  here 
ling  up  signals,  and  two  trains 
mid  be  stacked  up  over  there  wast- 
rfu'el." 

In  1974  Chessie  turned  to  SAB  Har- 
m  Industries,  Inc.,  a  Missouri  sup- 
er of  electronic  railroad  equipment, 
automate  the  system.  The  result? 
day  all  Virginia  traffic  is  controlled 
m  a  single  room  at  the  rail  yards 
it  of  Richmond  by  two  dispatchers 
io  each  oversee  about  300  miles  of 
ck,  schematically  represented  on  a 
•del  board,  a  wall-size  map,  before 
:m.  The  paper  has  disappeared.  In- 
ad  the  dispatchers  consult  comput- 
erminals  for  information  on  trains, 
hough  the  dispatcher -makes  the 
jor  decisions,   the  computer  per- 
ms much  of  what  was  once  drudg- 
automatically  working  switches 
signals,  flagging  problems,  even 
nking  out  necessary  reports, 
"hen  there  is  the  growth  of  moni- 
jig  technology.  For  example,  if  a 
:kside     sensor     detected     a     hot 


wheel — a  wheel  whose  brakeshoe 
causes  too  much  friction — it  radioed 
data  back  to  the  dispatchers,  who 
would  then  radio  the  engineer.  "That 
took  too  long,"  says  Gene  Harmon, 
the  president  of  SAB  Harmon  and  son 
of  the  company's  founder.  "Several 
minutes  might  go  by  before  the  engi- 
neer would  hear.  That  could  be  trou- 
ble." Harmon's  answer:  Connect  the 
detectors  directly  to  the  engineer 
with  a  microprocessor-based  voice 
synthesizer.  "That  way,"  he  says, 
"when  something's  wrong,  the  box 
radios  the  engineer  and  tells  him 
automatically.  Without  delay." 

One  victim  of  these  electronics 
may  be  the  venerable  caboose.  Tradi- 
tionally the  caboose  was  manned  by  a 
conductor  who  checked  air  brake  in- 
dicators and  radioed  the  engineer  if 
there  was  a  problem.  Today  the  ca- 
boose is  being  replaced  by  a  35-pound 
"electronic  caboose"  that  fits  on  the 
back  of  the  tram  and  radios  air-pres- 
sure data  to  the  engineer. 

If  you  can  monitor  air  brakes  elec- 
tronically, why  not  the  locomotive? 
Enter    Capmac,    or    computer-aided 


power  management  and  control  sys- 
tem, which  tracks  the  location  and 
mechanical  status  of  locomotives,  not 
only  to  detect  problems  early,  but  also 
to  schedule  locomotives  for  federally 
mandated  inspections.  Those  inspec- 
tions are  the  key  to  efficiencies — big 
savings — of  another  kind.  "When  you 
have  4,000  locomotives,  as  a  big  sys- 
tem might,  it's  not  easy  to  get  the 
right  one  to  the  right  place  for  an 
inspection,"  says  Harmon.  "Some- 
times a  locomotive  ends  up  in  Seattle 
when  it  needs  to  be  in  Milwaukee.  If 
they  can  arrange  to  have  that  unit 
near  the  inspection  site  in  advance, 
they  can  save  a  ton  of  money." 

Where  will  it  all  end?  With  com- 
plete automation,  according  to  the 
AAR,  which  recently  released  a  speci- 
fication for  an  advanced  train-control 
system.  It  would  not  only  keep  track 
of  inspections  and  maintenance,  and 
automatically  juggle  switches  and  sig- 
nals, but  also  would  advise  an  engi- 
neer on  when  to  slow  a  train  down  or 
speed  it  up,  to  use  fuel  efficiently,  to 
keep  on  schedule  or  to  insure  that 
trains  don't  stack  up. 


Gqnac  screen  showing  train  locations 
tc  and  control  room  (above) 


.4??  SAIi  Harmon  electronic  caboose 
The  end  of  a  venerable  institution? 
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That  sort  of  train  control  system 
dovetails  nicely  with  a  second  AAR 
project,  the  so-called  High-Productiv- 
ity Integral  Train.  The  integral  train 
may  consist  of  a  series  of  light,  strong 
platforms  upon  which  power  units, 
containers  or  bulk  commodities  can 


be  placed.  There  probably  won't  be  a 
single  locomotive  unit.  Instead  the 
power  systems  will  be  spread 
throughout  the  cars,  driving  all  the 
wheels,  much  like  a  subway  train. 
That  will  eliminate  the  energy  and 
cargo  loss  that  results  from  slack  ac- 
tion, the  banging  together  of  cars  as 
trains  speed  up  or  slow  down.  Finally, 
it  may  also  be  a  dedicated  train.  Harris 
estimates  that  eventually  10%  to 
15%  of  today's  cars  could  be  made 
over  to  dedicated  purposes.  "Our  ob- 


jective," he  says,  "is  to  gain  efficie 
ciesof  35%  to  50%." 

What  will  this  new  technolo 
mean  to  the  future  of  railroads  as 
business?  Continued  competitivene 
against  trucks  and  planes,  but  pre 
ably  also  continued  consolidatic 
The  efficiencies  of  systems  such 
Capmac  and  totally  automated  s^ 
terns  don't  come  cheap.  The  railroa 
that  stay  in  the  game  will  need 
have  financial  heft.  Those  that  doi 
will  go  the  way  of  the  passenger  tra: 


Pouring  it  on 

Overcapacity  and  overspecializa- 
tion  aren't  the  only  ills  afflicting 
the  minimill  steel  business  (Forbes, 
May  20).  The  minimill  business  may 
also  suffer  from  inadequate  technolo- 
gy, says  John  A.  Vallomy,  president  of 
Intersteel  Technology,  Inc.  of  Char- 
lotte, N.C.  "The  minimills  have  add- 
ed technology  only  to  the  casting  part 
of  the  operation,"  says  Vallomy, 
whose  company  consults  on  technol- 
ogy applications  for  the  steel  indus- 
try. "There's  still  a  lot  of  efficiency 
that  can  be  added  to  other  parts  of 
steelmaking." 

Vallomy  thinks  at  least  part  of  the 
improvement  can  come  from  con- 
tinuously charging  the  furnace — add- 
ing raw  materials  on  a  continuous 


rather  than  batch  basis.  That  would 
allow  a  melting  furnace  always  to  op- 
erate at  its  highest  temperature — 
therefore  its  greatest  efficiency.  Inter- 
steel, Vallomy  claims,  has  just  such  a 
process,  and  at  press  time  he  says  he  is 
near  an  agreement  to  install  such  a 
system  in  a  U.S.  minimill.  Called 
Consteel,  Vallomy's  process  is  a  steel- 
making  system  designed  primarily  to 
increase  the  efficiency  of  electric-arc 
furnaces  and  continuous-casting  ma- 
chines, the  heart  of  minimills  for  20 
years.  Continuous  charging,  says  Val- 
lomy, can  increase  productivity  by  up 
to  150%,  as  well  as  save  up  to  30%  on 
electricity,  up  to  40%  on  electrode 
consumption  and  up  to  50%  on  man- 
power. That  would  add  up  to  savings 


of  approximately  $25  per  net  ton 
billet  (a  billet  is  a  bar  of  steel,  usua 
square,  that  comes  out  of  the  contir 
ous-casting  machine),  or  some  10% 
the  $200  to  $300  it  costs  to  produc 
ton  of  ordinary  carbon  steel. 

How  does  Consteel  work?  By  elir 
nating  a  laborious  step  in  scrap  st 
loading.  In  a  conventional  minhr 
operation,  the  furnace's  roof  and  el 
trode  assembly  must  be  removed 
that  scrap  can  be  loaded  from  an  ov 
head  crane.  This  procedure  can  oct 
two  to  four  times  before  the  moli 
steel  is  transferred  to  the  ladle. 

Consteel's  design  uses  a  tunnel-1 
conveyor  that  is  integral  to  the  side 
the  furnace.  Steel  scrap  is  fed  contfi 
ously.   To   ensure   that   the  fum 


Keeping  the  lid  on 


In  conventional  steel  minimills,  the  top  of  the  melt- 
ing furnace  is  taken  off  and  put  back  on  several  times, 
so  that  scrap  can  be  added  or  the  furnace  tapped.  In  the 
Consteel  process,  scrap  is  fed  continuously  to  the 
furnace  via  a  closed  conveyor,  which  also  acts  as  a 
preheating  system  (olive).  This  preheating  uses  the 
off-gases  from  the  furnace  itself  (blue).  With  the  fur- 
nace lid  kept  pn,  the  furnace's  electrodes  keep  the 
furnace  at  its  optimal  temperature,  so  that  steel  can  be 
poured  more  frequently  (green). 

Electrode  furnace 

Electrodes 


Stack 


Off-gas  pipe 


Transformer 


Burner 

Preheating  tunnel 


Conveyor      Feeding  station 
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THE  ACCELERATED 


ACCELERATED 
TRANSMISSION. 


12  sec/page  is  just  the 

beginning.  All  G3  units  are  built  for 
speed.  The  new  Canon  FAX-710  is  one  of 
the  fastest  ever.  But  we  don't  call  it  the 
,- '    "Accelerated  Class"  only  for  its  speed.  Our 
newest  FAX  is  advanced  enough  to  transmit 
detailed  photographs  in  16  distinct  half-tone 
/'    gradations.  Versatile  enough  to  accept  113/4-inch 
/   wide  originals.  Diligent  enough  to  generate  its  own 
/   complete  activity  report.  Yet.  as  sophisticated  as  it  is,  it's 
also  the  easiest  Canon  FAX  ever. 

ACCELERATED  OPERATION. 

One-tOUCh  ease.  Now,  it's  actually  easier  to  FAX 
than  to  phone.  Pressing  a  single  key  both  dials  and  begins 
transmission  of  up  to  30  automatically  fed  document  pages. 
Operation  is  that  simple  because  the  FAX-710  has  a  built-in  phone 
equipped  for  one-touch  auto-dialing  of  20  numbers.  (You  can  also 
program  an  additional  100  numbers  for  speedy  coded  dialing.) 
If  the  receiving  line  is  busy,  it  will  even  call  back  automatically. 

ACCELERATED  CAPABILITY. 

Multi-location  store/forward.  The  Canon 

FAX-710  is  smart  and  fast  even  after  you've  gone  home.  Its 
memory  lets  you  store  up  to  28  pages*  while  a  built-in  timer 
permits  multi-location  forwarding  any  time  within  24  hours. 

While  all  this  performance  may  indeed  put  the  Canon 
FAX-710  in  a  class  of  its  own,  it  doesn't  leave  the  others  behind. 
It's  fully  compatible  with  G2  units  as  well  as  most  older,  6-minute 
units.  It's  also  ready  for  the  future  with  an  optional  interface  for 
personal  computers  and  word  processors. 

Advance  your  business  communications  with  the  fastest, 
smartest  Canon  FAX  ever.  Call 
your  Canon  FAX  dealer  and 
join  the  Accelerated  Class. 


,  I  you  want  faster,  smarter  FAX  capability  but  •,. 

'« I't  sure  you  need  all  the  ultra-advanced  features    j 
o|e  accelerated  Canon  FAX-710,  look  into 
Con's  other  high-performance  FAX  models  They 
irjide  the  new  17  sec/page  Canon  FAX-520,  featuring 
oi  touch  operation  ease  and  many  of  the  other  features 
o'e  FAX-710,  the  1 7  sec/page  FAX-510  and  the 
fy  31 , the  most  affordable  unit  in  its  class  And  every 
Con  FAX  is  backed  by  one  of  the  largest  networks 
of|  thonzed  sales  and  service  facilities  in  the  US 


♦7  page  memory  standard  tealure 
oplronal  memory  capacity  28  pages 


Canon 


Canon  U.S.A.,  Inc.,  Facsimile  Division 

One  Canon  Plaza,  Lake  Success.  New  York  1 1042  (516)  488-6700,  Ext.  4200 

CJ  Please  send  me  more  information  on  Ihe  FAX  710 

I'd  also  like  some  information  on  Ihe       I J  FAX  520         i  l  FAX  510         I J  FAX  31 

□  Please  nave  a  salesperson  coniaci  me 

'  J  Please  contaci  me  l  am  interested  in  a  Canon  FAX  dealership 


lb  simplify  your  business  communications. 


« 1985  Canon  U  SA    Inc 


CAN  YOU  SEE  46  MILLION  FLIGHTS  IN  THIS  PICTLI 
THE  FAA  HAS  TO. 


Today,  nearly  400  air  traffic  nerve  centers 
control  28  million  flights  per  year.  By  1996,  that 
number  is  expected  to  climb  to  46  million. 

To  help  meet  this  demand,  the  United  States  is 
getting  a  new,  highly  automated  air  traffic  control 


mum. 


system.  Designed  by  the  Federal  Aviation  Admi 
istration  and  systems-engineered  by  Martin  Ma 
it  will  synchronize  real-time  weather  data  with 
precise  flight  navigation.  And  it  will  link  those 
functions  with  microwave  landing  systems  and 


AND  MARTIN  MARIETTA  IS  MASTERMINDING  IT. 


d  computer  and  telecommunications  systems.  intelligence  to  make  them  work  In  aerospace 
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keeps  running  at  its  optimum  tem- 
perature during  continuous  feeding, 
Consteel  employs  a  novel  loop  sys- 
tem that  sucks  the  hot  gases — called 
off-gases — released  by  the  melting 
furnace  back  to  the  top  of  the  convey- 
or, to  preheat  the  scrap  before  it  is  fed 
in.  Natural  gas  can  also  be  used  in 
conjunction  with  the  off-gas  to 
achieve  preheating  temperatures  of 
up  to  900  degrees  Celsius  (1,650  de- 
grees Fahrenheit).  Such  preheating 
makes  the  furnace  more  productive. 

Once  a  charge  of  steel  is  melted  and 
ready  to  be  poured,  current  minimill 
procedures  again  require  the  roof  as- 
sembly to  be  removed  before  the  fur- 
nace is  tilted  to  pour  the  charge  into 
the  ladle.  Much  of  this  is  accom- 
plished with  the  use  of  overhead 
cranes,  which  hold  and  position  the 
ladle  and  pass  it  on  to  the  continuous- 
casting  machine. 

In  the  Consteel  process,  however, 
steel  is  tapped  from  the  furnace,  a 
process  not  unlike  beer  being  drawn 
from  a  keg,  and  poured  directly  into 
the  caster.  That  allows  for  what  is 
called  sequence  casting,  in  theory  the 
most  efficient  continuous-casting 
technique  known.  It  allows  steel- 
makers to  pour  every  40  to  50  min- 
utes, instead  of  the  80  to  120  minutes 
required  in  conventional  minimill 
casting  operations.  "With  this  new 
technology,"  Vallomy  says,  "conven- 
tional steelmaking  can  essentially  be- 
come a  one-furnace  shop,  which  will 
substantially  reduce  the  capital  in- 
vestment in  new  facilities." 

Minimill  owners  are  cautious,  how- 
ever. "We  would  want  to  see  any  new 
process  installed  in  a  demonstration 
plant  before  making  any  kind  of  in- 
vestment decision,"  says  William  f. 
Shields,  president  of  Raritan  River 
Steel  Corp.  of  Perth  Amboy,  N.J.,  one 
of  the  nation's  most  successful  mini- 
mills.  At  $150  million  for  a  "green- 
field"  plant — one  built  from  the 
ground  up — that's  a  heavy  investment 
for  a  cash-squeezed  industry.  But, 
says  Vallomy,  the  cost  of  retrofitting 
one  of  his  continuous-charging  sys- 
tems into  a  minimill  is  only  about 
$2.5  million  to  $4  million.  Not  to 
spend  so  little,  Vallomy  contends,  is 
to  be  guilty  of  the  same  conservatism 
for  which  minimill  owners  often  lam- 
baste the  major  steel  companies. 

Naturally  enough,  Vallomy  is  frus- 
trated, though  he  understands  the  in- 
dustry's caution:  "Ninety-five  per- 
cent of  inventors  are  crazy,"  admits 
Vallomy,  who  received  his  training  in 
metallurgy  in  Genoa,  Italy.  "The  task 
is  to  convince  people  that  one  is  part 
of  the  5%."— Nicholas  Shrady 
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Software 


Personal  computer  software  can  do  lots  f 
things,  but  only  if  it  is  designed  right.  /I 
too  often,  though,  it's  defect-ridden. 


Caveat  emptor 


By  Owen  Davies 


I  can  still  remember  the  horror 
on  one  man's  face  a  few  years 
ago,"  says  Gary  Schnorr,  manager 
of  the  personal  computer  center  at 
General  Foods.  "He  had  spent  about 
four  hours  using  an  early  version  of 
VisiCalc  to  create  a  spreadsheet. 
When  he  went  to  print  it,  instead  of 
alerting  him  to  turn  on  his  printer, 
which  he'd  forgotten  to  do,  the  pro- 
gram just  nung  up  and  died  on  him. 
The  fellow  had  to  come  back  the  next 
day  and  do  the  whole  thing  over 
again." 

There  is  a  hierarchy  of  evil  here.  A 
program  that  requires  four  keystrokes 
where  one  would  do  is  merely  inel- 


egant. A  program  that  unnecess* 
complicates  the  user's  job  is  ar 
ing.  But  anything  that  actually 
stroys  work  instead  of  allowing  u» 
to  correct  their  mistakes  deserv 
harsher  term — bug. 

Given  the  price  of  software — a  $  li 
applications  package  often  sellsllj 
several  hundred  dollars — it  is  oddd 
there  are  bugs  at  all.  Yet  when  Fo 
surveyed  a  dozen  dedicated  compi 
users,  the  most  generous  estinl 
was  that  one  program  in  five  harif 
work-threatening  bugs.  Some 
mates  were  far  higher. 

ComputerWorks,  a  large  soft1) 
and  hardware  retailer  in  Westfij 
Conn,  with  many  corporate  clid|| 
runs  its  own  software  testing  ( 
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tion,  evaluating  some  programs  be- 
3re  it  places  them  on  sale.  Says  Sey- 
ipur  Merrin,  ComputerWorks  chair- 
lan,  "We  get  piles  and  piles  of 
rograms  in  here.  Of  those  that  we 
valuate,  probably  50%  to  60%  are  so 
ill  of  bugs  that  they  are  not  worth 
irther  consideration.  You  can  tell  in 
ve  minutes." 

Even  the  most  respected  programs 
an  be  infested  with  bugs.  Years  after 
:  entered  the  market,  WordStar,  the 
lost  popular  word  processing  pro- 
ram  yet  written,  still  harbors  an 
mission  that  blocks  proportionally 
jaced  printing,  which  distorts  the 
utput  of  letter-quality  printers.  In 
ich  version  of  Ashton-Tate's  dBASE 
,  which  reportedly  accounts  for  over 
)%  of  the  database  management 
ickages  that  are  sold,  as  many  of  the 
ogram's  defects  are  eliminated  as 
>ssible. 

What's  going  on  here?  In  a  competi- 
ze  market,  companies  are  supposed 
put  their  best  foot  forward.  Only 
s  rtly  true,  says  Edward  M.  Esber  Jr., 
Resident  of  Ashton-Tate:  "In  the  ear- 
days  of  the  business  the  purchasers 
:re    technically    oriented    people, 
ley  were  more  willing  to  accept  a 
lit  in  a  product.  Today  it's  more  of  a 
nsumer  market.  We  deliver  many 
ore  packages,  and  users  are  less  tol- 
int  of  bugs." 

User  hostility  aside,  too  many  prod- 
its  still  go  out  with  hidden  flaws.  Is 
lit  just  in  the  nature  of  software? 
at     all.     Lotus     Development 
rp.'s  bestselling  1-2-3  is  one  of  the 
»st  complicated  programs  available, 
it  is  almost  entirely  bug-free.  And 
mework,  a  competitor  of  1-2-3's 
Wished  by  Ashton-Tate,  has  fewer 
ws  than  other  products  made  by  the 
npany. 

)eveloping  bug-free  software,  it 
ns  out,  is  exactly  like  developing 
other  defect-free  product:  It  de- 
ads attention  to  quality.  Burt 
iner,  quality  assurance  manager  at 
lus,  says,  "Every  project  here  has  at 
t  one  quality  assurance  person, 
ge  efforts  may  have  nearly  a  dozen, 
are  involved  in  each  project  from  a 
/  early  stage.  Often  we  do  code 
k-throughs,  to  see  how  a  program 
changed  from  earlier  versions, 
when  the  development  process  is 
r,  we  spend  at  least  another  third 
■tie  time  in  testing  and  fixing  any 
Hrs  we  find." 

Bet  no  company,  no  matter  how 
Hbnitted  to  quality,  can  promise  to 
dejyer  completely  bug-free  software, 
aQirding  to  Janelle  Bedke,  vice  presi- 
I:  and  general  manager  of  Software 
Jiishing  Corp.  The  firm's  well-de- 
ted  PFS-series  programs  are  one  of 


the  software  market's  fastest-selling 
product  lines.  "It's  easy  to  overtest," 
Bedke  says.  "If  you're  not  careful,  you 
could  go  on  fixing  things  every  day. 
Either  you  would  never  get  the  prod- 
uct out  the  door,  or  you  would  throw 
your  manufacturing  into  a  state  of 
havoc." 

That  need  to  get  products  out  the 
manufacturer's  door,  says  Computer- 
Works'  Merrin,  will  probably  always 


prevent  software  from  being  absolute- 
ly defect-free.  "The  price  of  soft- 
ware," Merrin  says,  "has  come  down 
in  price  so  severely  that  there  isn't 
enough  money  in  it  to  be  able  to  cre- 
ate an  absolutely  bug-free  piece  of 
software,  especially  for  small  compa- 
nies that  have  difficulty  attracting 
venture  capital."  fust  when  you 
thought  it  was  safe  to  go  back  to  the 
home  computer. 
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Older  people  face  complications,  even 
dangers,  from  the  drugs  they  take.  They  also 
face  the  cost  of  solutions  to  the  problem. 


Bitter  pills 


By  Francesca  Lunzer 


DURING  THE  12  WEEKS  that  it 
was  available  in  mid- 1982, 
doctors  wrote  more  than 
500,000  prescriptions  for  Oraflex,  a 
powerful  antiarthritic  drug  developed 
by  Eli  Lilly  &.  Co.  For  all  its  consider- 
able promise,  Oraflex  was  neverthe- 
less voluntarily  withdrawn  from  the 
market  by  Lilly  in  August  1982,  fol- 
lowing reports  linking  nearly  75 
deaths  in  Great  Britain  and  the  U.S.  to 
adverse  side  effects. 

Virtually  all  those  who  died  were 
over  the  age  of  65,  according  to  Judith 
Brown,  health  analyst  for  the  Ameri- 
can Association  of  Retired  Persons 
(AARP).  Dr.  Peter  Lamy,  the  director 
of  the  Center  for  Study  of  Therapeu- 
tics &  Pharmacy  on  the  Elderly  at  the 
University  of  Maryland,  says  the 
deaths  very  likely  occurred  because  of 
toxic  drug  concentrations  in  the  bod- 
ies of  elderly  patients. 

Few  drug  companies  test  their  prod- 
ucts on  people  over  60.  That's  both 
ironic  and  tragic,  since  the  elderly 
take  a  substantial  portion  of  the  drugs 
prescribed  in  the  U.S.  People  over  the 
age  of  65  make  up  12%  of  the  popula- 
tion, but  they  accounted  for  30%  of 


the  U.S.  drug  industry's  $17.3  billion 
in  sales  last  year. 

The  lack  of  a  testing  program  for 
the  elderly,  according  to  Dr.  T.  Frank- 
lin Williams,  director  of  the  National 
Institute  on  Aging,  causes  30,000  ad- 
verse-reaction-related deaths  in  older 
people  each  year.  That  number  should 
rise  as  the  percentage  of  elderly  in  the 
population  rises.  It  is  unlikely  to  fall 
anytime  soon,  in  any  case,  if  only 
because  of  the  expenses  related  to 
testing  drugs  under  the  special  condi- 
tions that  prevail  among  the  elderly. 
Most  animal  tests,  for  instance,  are 
performed  on  laboratory  rats  whose 
metabolism  resembles  that  of  hu- 
mans. Sixty-day-old  rats,  the  standard 
used  to  test  drugs,  cost  $6.82  each; 
"elder"  rats,  24  months  old,  cost 
$72.82  apiece. 

Given  that  the  cost  to  develop  each 
new  drug  has  been  rising  rapidly — 
from  $54  million  on  average  in  1976 
to  $94  million  in  1984 — higher  drug 
prices  to  cover  additional  testing  are 
likely  to  hit  the  consumers  it  is  meant 
to  help.  Medicare  doesn't  cover  out- 
of-hospital  prescription  drugs,  so  60% 
of  the  $5  billion  that  people  over  65 
spend  each  year  on  drugs  comes  from 
their   own    pockets.    (People    whose 


ES,  JUNE  3,  1985 


203 


Bring  technology's  brightest  minds  together 

to  make  new  ideas  flv 
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Giving  shape  to  imagination. 


Advanced  software  speci 
in  Texas.  Optoelectronics  e> 
in  New  Jersey.  Materials 
researchers  in  California.  1 
all  work  together  to  make  u 
Lockheed. 

Top  engineering  and  desi 
teams  have  been  assembled 
within  each  of  the  corporat 
four  major  groups.  This  all* 
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bed  to  capitalize  on 
Ureas  of  expertise  and 
:s  efforts  on  business 
Unities  that  will  be 

nt  to  the  future. 
•Aeronautical  Systems 
'tis  studying  a  Trans- 
■heric  Vehicle  for  high- 
missions  at  the  edge  of 
't's  also  exploring  designs 


for  an  Advanced  Tactical 
Fighter,  and  performing  work 
on  an  extensive  array  of  highly 
secret  projects.  Projects  that  will 
ensure  long-term  stability,  and 
which  are  vital  to  the  security  of 
this  country. 

Now  in  the  best  financial 
position  in  its  history,  Lockheed 
is  taking  on  new  challenges. 


A  $2.5  billion  investment  in 
research  and  development  is 
planned  over  the  next  five 
years. 

This  commitment,  supported 
by  an  additional  $2.5  billion 
investment  in  new  facilities,  will 
reinforce  Lockheed's  leadership 
role  in  tomorrow's  most 
advanced  new  programs. 


The  top  ten 

Of  the  ten  most  prescribed  drugs  for  people  over  65,  six  year.  Since  Medicare  reimbursement  is  unlikely  soon 
generic  substitutes  are  available  for  more  costly  brand  generic  purchases  could  save  older  adults  at  least  50°/ 
names,  and  one  more,  Valium,  will  be  off-patent  this      on  their  current  drug  bills. 


Name 


Bestselling  Cost  Cost 

brand  name  Generic  per  100  per  100  Daily  Condition 

(manufacturer)  available?  (brand  name)  (generic)  frequency  treated 


1  Digoxin 


Lanoxin 
(Burroughs-Wellcome) 


yes 


$  3.30  (0.25mg)       $   1.45  (0.25mg)         once  a  day 


Irregular  heartbe. 


2  Ibuprofen* 


Motrin  (Upjohn) 
Rufen  (Boots) 


13.95  (400mg) 


3  to  4  times 


10.95  (400mg) 


Arthritis  pain 


3  Propranolol 


Inderal 

(Ayerst) 


16.50  (40mg| 


1  to  4  times  High  blood  pressu  I 

heart  problems  I 


4  Triampterene  and 
Hydrochlorothiazide 


Dyazide 
(Smith  Kline  &.  French! 


16.20  (NA) 


1  to  2  times  High  blood  pressil 


5  Hydrochlorothiazide 


Hydrodiuril 
(Merck  Sharp  &  Dohme) 


yes 


9.95  (50mg) 


2.95  (50mg)         once  a  day  High  blood  pressil 


6  Furosemide 


Lasix 
(Hoechst  Russel) 


yes 


1 1 .95  (40mg) 


5.95  (40mg)         once  a  day  High  blood  pressil 


7  Nitroglycerin! 


Nitro-Bid 
(Marion  Labs) 


yes 


19.50  (6.5mg) 


5.50  (6.5mg)  as  needed 


Angina 


8  Diazepam 


Valium 
(Roche  Products) 


21.95  |5mg) 


3  to  4  times 


Anxiety 


9  Isosorbide 


Isordil 
(Ives  Laboratories) 


yes 


10.75  (lOmg) 


2.95  (lOmg)        2  to  3  times 


Angina 


10  Methyldopa 


Aldomet 
(Merck  Sharp  &.  Dohme) 


yes 


16.25  (250mg) 


11.95(250mg)  3  times 


High  blood  press' 


'Prescription.     ICapsuIes.     NA:  Not  applicable. 


Sources:  Arthur  D  Little,  American  Association  of  Retired  Persons  Pharmacy  Ser- 
The  brand  name  and  generic  prices  given  are  those  of  the  AARP  Pharmacy  Si 
which  are,  on  average,  20%  lower  than  retail  pharmacy 


Health 


medical  costs  are  not  supplemented 
by  Medicaid  or  who  do  not  have  pri- 
vate insurance  in  addition  to  Medi- 
care have  an  average  out-of-pocket 
cost  of  $249  for  prescription  drugs 
each  year.) 

While  reimbursement  or  copay- 
ment  for  prescription  drugs  is  often 
proposed  when  revisions  of  the  Medi- 
care and  Medicaid  bill  are  debated,  it 
is  unlikely  that  such  legislation  will 
ever  be  passed.  Gary  Christopherson, 
health  analyst  for  the  House  Select 
Committee  on  Aging,  says  that  the 
cost  of  copayment  would  be  in  excess 
of  $5  billion — a  nonstarter  at  a  time  of 
megadeficits. 

What  is  it  about  the  elderly  that 
makes  it  so  hard  to  develop  safe  dos- 
ages? Drugs  are  ordinarily  adminis- 
tered initially  in  strong  doses  in  or- 
der to  get  a  quick  buildup  to  the 
proper  concentration  needed  to  work 
on  the  problem.  Any  surplus  medica- 
tion is  normally  excreted  by  the 
body,  so  that  the  drug  doesn't  build 
up  to  toxic  levels,  which  can  cause 
adverse  reactions  and  even  death. 
But  older  adults  usually  do  not  me- 
tabolize or  excrete  drugs  in  the  same 
way  that  younger  people  do.  The  liv- 


er and  kidneys,  the  principal  mecha- 
nisms for  excreting  drugs,  lose  some 
of  their  function  with  age.  Worse, 
excretion  is  hindered  in  many  older 
people  by  a  variety  of  chronic  dis- 
eases that  also  affect  these  organs. 
Changing  the  dosage,  to  a  smaller 
amount  more  times  a  day,  for  exam- 
ple, may  facilitate  excretion  and  also 
accommodate  other  processes  in  the 
body  that  affect  the  metabolism  of 
drugs,  but  it  lowers  the  rate  at  which 
the  body  responds  to  treatment. 
That's  far  more  crucial  in  older  peo- 
ple than  in  the  young,  whose  natural 
defenses  are  stronger. 

Not  only  is  excretion  a  problem, 
but  so  is  circulation.  Slower  circula- 
tion in  older  people  changes  the  way 
drugs  are  carried  through  the  blood- 
stream. The  level  of  carrier  proteins, 
which  bind  with  certain  drugs  and 
transport  them  to  the  site  of  action, 
decreases  with  age. 

Even  if  the  metabolism  of  elderly 
people  was  up  to  it,  though,  there  is 
another  problem.  Old  people  take 
more  drugs  than  young  people,  an  av- 
erage of  15  prescriptions  per  year  vs. 
5.5  for  people  under  65.  Often  they  are 
on  several  drugs  simultaneously. 
Drug-to-drug  interactions,  according 
to  the  drug  companies,  make  testing 
on  older  people  far  more  difficult  be- 
cause it  distorts  the  data  on  their  own 
medications. 


t( 


But  test  them  they  will,  for  all 
difficulties.  The  Food  &.  Drug  Ad 
istration  will  issue  guidelines 
summer  for  testing  drugs  in  the  (. 
ly,  including  a  "pharmacoki 
screen"  testing  of  the  moveme 
drugs  within  the  body.  While  the 
guidelines  will  undoubtedly  imj  'Vi 
the  effectiveness  of  drugs  on  lei 
people,  they  will  also  certainl  in 
crease  costs. 

Unfortunate  as  that  is,  older  p  ok 
are  not  likely  to  get  relief  on  tht  os 
problem  anytime  soon.  Accordi 
Marcia  Codling  of  Arthur  D.  I 
the  cost  of  reimbursing  older  p 
for  prescription  drugs  might  be 
ageable  if  patients  switched  to  gt 
drugs  (see  table).  That's  a  good  ic 
theory,  but  in  certain  states  no  s 
tution  of  a  generic  for  a  name- 
drug  can  be  made  unless  specif 
called  for  by  the  doctor.  The  i 
Pharmacy  Service  often  sends 
to  patients  informing  them  c 
availability  of  a  generic  and  su 
ing  that  they  ask  their  doctor  t 
scribe  it. 

"Sometimes  we  get  notes  fror. 
tors  thanking  us  for  reminding 
to  specifically  prescribe  a  gen 
says  Nancy  Olins  of  the  AARP  U 
macy  Service.  But,  she  adds,  " 
times  we  get  notes  telling  us  to 
our  own  business." 
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What  your  copier  is  really  saying  is... 


its  time  fora  Panasonic! 


sonic  business  copiers  are  as  reliable  as  they  are  versatile. 

ir  copier  keeps  calling  for  help  instead  of  giving  you 

you  need  a  Panasonic  copier. 

her  your  copying  needs 

ig  or  small,  simple  or 

>lex,  Panasonic 

rs  are  easy  to  use  and 

jilt  to  handle  your 

business  demands, 
itures  include  a  straight 

path  that  helps  prevent 

s.  Multiple  copy  sizes,  with  various 

ement  and  reduction  settings 

versatile  use.  A  special  photo  mode 

ying  photos  and  halftones.  Plus 

tented  Magnefine'"  toning  process 
i;p,  clean  copies.  Optrons  include 


our  unique  E2S  Electronic  Editing  System,  15-bin 
sorter,  ADF/SADF  and  large-capacity  paper  cassettes. 
Panasonic  copiers.  As  reliable  as  they  are  versatile. 
For  more  information  mail  coupon  or  call  toll  free: 
1-800-447-4700.  In  Al_aska_call:  1-800-447-0890. 

Panasonic  Industrial  Company,  Dept.  C45 
I  PO.  Box  3900,  Peoria,  IL  61614 

Please  send  free  information 

Please  call  to  arrange  a  free  demonstration 


Reliability  that's  tough  to  copy 
Panasonic 

Industrial  Company 

Panasonic  Industrial  Company.  One  Panasonic  Way.  Secaucus.  NJ  07094 


Personal  Affairs 


By  Anne  McGrath 


Edited  by  William  G.  Flanagan 


You  simply  cannot  afford  to  ignore  fre- 
quent flyer  programs  any  longer.  They  are 
too  lucrative  to  pass  up,  and  it  seems  they 
are  here  to  stay. 


Free  as  the  air 


Marketing  executive  David  Hen 
flew  home  to  Chicago  one  day  last 
from  a  meeting  in  South  Caroli  | 
After  a  quick  stop  at  the  office, 
dashed  off,  not  on  business,  but 
the  mileage  of  it,  to  Seattle,  Ancr  i 
age,  back  to  Seattle,  then  home  ag  ! 
to  Chicago,  with  touchdowns  in  Pi 
land,     Boise     and     Denver.     Se 
states — all  within   the   space   of 
hours.  Henkel,  for  his  trouble,  i| 
travel  first  class,  for  free,  all  this  >  I 
on  United  Airlines. 

The    jackpot    in    United's    hit- 
states-in-50-days  contest  is  only 
example  of  the  lunacy  that  airlij 
have  abetted  to  tempt  high-mile 
business  travelers  to  fly  their  frier  | 
skies.  And  it  works.  Frequent  i. 
programs   are   now   as   expected 
amenity    as    baggage    handling 
cocktail  service  (see  table,   oppos  I 
The  programs  have  gotten  to  the  p(  \ 
that   you  really   can't   ignore   tfl 
without  feeling  a  bit  of  a  lunatic  yi 
self  for  throwing  money  away,  evej 
you  don't  travel  all  that  often.  E 
cially  since  almost  all  the  progr;:! 
are  now  open-ended.  You  can  1 
years  to  rack  up  the  mileage  requ  i 
for  free  passes  and  other  bonuses.  : 

Susan  Watson,  national  sales  nri 
ager  for  Karl  Bissinger  French  Con 
tions,  travels  some  100,000  miltll 
year.  Because  she  took  the  time  tc  I 
out  the  American  and  Eastern 
quent  flyer  applications,  she  anc 
husband  have  flown  free  to  Berr 
twice,  to  St.  Martin,  to  Paradise  Is] ' 
and  to  Hawaii.  New  Jersey  busin  | 
man  Fred  Finn,  who  currently  be 
an    American    Airlines    account 
315,855  miles,  has  spent  some  oi  \ 
credit  for  a  ride  on  the  Orient  Expi 
Patricia  Adrian,  vice  chairman  oi ; 
Beef  Industry  Council,  took  her 
band  on  vacation  in  Mexico  last  1 1 
ter,   using   80,000   miles   earned 
Western  Airlines. 

How  can  you  get  the  most  mil 
out  of  these  mileage  plans — witi 
scrambling  to  fly  certain  airlines 
possibly  fouling  up  your  schedl 
Simple.  Join  them  all.  Joining  dooj 
cost,  except  at  Continental  and 
Am,  which  charge  a  nominal 
Then  stick  to  one  airline  as  muc 
you  can.  Free  passes  could  start  c 
ing  your  way  at   10,000  to  20 
miles.    Most    employers — not 
won't  fuss  if  you  use  them  you) 
(The  IRS,  at  the  moment  conf , 
about  whether  and  how  to  tax  t 
freebies,  may  eventually  fuss  if 
don't  report  them.  But  the  air. 
claim  they  can't  compile  the  m 
sary  data  for  the  IRS.) 
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The  scoreboard  in 

the  sky 

Virtually  every  major  carrier  in  the  country  offers      on  the  act.  With  essentially  no  limits  on  the  time  for 
bonus  mileage  programs  to  passengers.  Hotels,  car      accruing  bonuses,  even  moderate  travelers  can  earn 
rental  companies  and  even  cruise  lines  are  now  in      free  passes  and  other  freebies. 

Airline 

Sign-up 
mileage 

When 

miles 

begin  to 

accrue 

Airlines* 
tied  in 

Hotels 
tied  in 

Car       Minimum 
rentals         miles 
tied  in         given 

Bonus 
miles  for 
1st  class 

Minimum 
miles 
for  free 
passest 

For 
further 
infor- 
mation 

imericanAirlines 

3,000 
(  +  2,000, 
if  used 
in  60 
days) 

3  to  4  wks 

British  Airways, 
KLM  Roy- 
al Dutch 
Airlines, 
Singapore 
Airlines 

Inter-Continental 

(1,000  mi  per  night) 

Sheraton 

(500  to  750  mi 

per  stay) 

Avis 

(500  mi 

per  rental) 

750 

25% 

50,000 

(800)  433-7300 

MNT1NEIMTAL 
AIRUNE5 

5,000 

instantly:): 

British  Caledonian, 

Air  France, 

New  York  Airtt 

Marriott 

(500  mi  per 

stay) 

Thrifty 

(500  to 

750  mi 

per  rental) 

500 

25%  to 
50% 

10,000 
New  York 
Air  only) 

35,000 

Travel  Bank 

Service  Center 

PO  Box  4365 

Houston,  Tex 

77210 

^  DELTA 

5,000 

2  days  to 
2  wks 

Lufthansa, 
Air  Canada 

Preferred  Hotels, 
Marriott 
(1,000  mi 
per  stay) 

Alamo, 
National 
(1,000  mi 
per  rental) 

1,000 

double 

40,000 

(800)  323-2323 

EASTERN 

5,000 

instantly:): 

TWA,  CP  Air, 

British  Caledonian, 

SAS,  Aer 

Lingus 

Marriott 
(1,000  mi 
per  stay) 

Hertz, 

Dollar 

General 

(1,000  mi 

per  rental) 

1,000 

double 

40,000 

(800)  EAS-TERN 

*3NEW\t>RKAlR 

2,000 

instantly 

Continental^ 

Resorts  Intl, 
Grenelefe}} 

Avis^ 

1,000 

NA 

20,000 

(800)  221-9300 

toTHWEST  ORIENT 

i 

5,000 

instantly 

Regional 
carriers  only 

Stouffer,  Hilton, 

Omni/Dunfey, 

Preferred  Hotels, 

Radisson/ 

Colony, 

Mandarin 

(500  mi  per  stay) 

National, 
Thrifty 
(500  mi 

per  rental) 

500 

(under 

200  mi) 

1,000 

(over 

200  mi) 

25% 
(executive 

class) 

50% 
(1st  class) 

40,000 

(800)  225-2525 

f^'-'.'rT!*t 

5,000 

instantly} 

Republic, 
United+t 

Inter-Continental, 

Sheraton  (up  to 

1,000  mi  per 

night) 

Hertz 
(1,000  or 
2,000  mi 
per  rental) 

none 

25% 
(Clipper 

class) 

50% 
(1st  class) 

30,000 

(800)  348-8000 

ueamafwr 

2,500 
(  +  2,500 
if  used  in 

30  days) 

instantly 

British  Airways 

Stouffer 
(500  mi 
per  stay) 

Hertz 

(500  mi 

per  rental) 

1,000" 

1,000 
mi 

40,000 
(entire 
system) 

(800)  PAB-ONUS 

i 

epublic  AirUne 

5,000 

> 

instantly 

Pan  Am 

none 

Hertz, 
National 
(1,000  mi 
per  rental) 

500 

(under 

200  mi) 

1,000 

(over 

200  mi) 

500  mi 

20,000 

(800)  328-7648 

(800)  622-6938 

(Minn) 

twa 

3,000 

instantly! 

Eastern,  PSA, 
Qantas 

Hilton  (US), 

Marriott 
(up  to  1,000 
mi  per  stay) 

Hertz 

(up  to 

1,000  mi 

per  rental) 

none 

25% 
(Business 

Class) 

50% 
(1st  class) 

50,000 

(800)325-4815 

mi 

f*€D  AIRLinES 

3,000 
(  +  2,000 
if  used 
in  60 
days) 

2  to  3  wks 

Air  France,  SAS, 

Air  New  Zealand, 

Lufthansa, 

Pan  Amt} 

Hyatt,  Westin, 

Meridien, 

Kempinski 

(20%  of  next 

flight's  mi) 

Hertz, 

Budget 

(500  mi 

per  rental) 

750 

25% 

50,000 

(800)  421-4655 

i 

1,000 

3  wks 

Allegheny, 
Commuter 

none 

none 

none 

NA 

30,000 
(entire 
system) 

(800)  872-4738 

fwmtam  Airlines 

1,000 

instantly 

regional 
carriers  only 

Sheraton  Hotels, 

Village  Resort 
condominiums^ 

Budget 

(500  mi 

per  rental) 

500 

50% 

30,000 

(800)  THE-WEST 

addition  to  those  listed,  most  programs  offer  credit  for  flights  on 
■  pass  comes  with  purchase  of  pass.  In  most  cases,  hotel  and  car  n 
uding  some  routes.     JtFor  awards.     NA:  Not  applicable. 

regional  airlines.     tLowest  mileage-  at  which  at  least  one  pass  is  free,  excluding  level  where 
•ntal  discounts  also  apply.     Jliack  credit  is  given  for  application  processing  period.     "Daily, 
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ility.  Entitling  you  to  the  special  privileges 
-ard®  provides.  fr'fi&'J* 

s  that  can  include  a  personal  line  of  credit. 
nces.  Plus  many  worldwide  travel  advantages 
s  why  earning  the  Gold  Card  requires  the 
ft  both  American  Express  and  a  participating 
nstitution.  .    ' 

jcepted,  you  become  part  of  a  g*mp  who&U^ 
jig  is  superior,  and  whose  firiances  Jtt 
j  top  5%  of  the  nation.         */,     ;  f 
P  something  you  just  don't  buy-no  matter 
'income.  I 


abduf  the  many  worldwide  charge,  travel, 

entertainment,  and  financial  services  the         f  ' 
Gold  Card  offers,  see  vour  nartirinatincr  I    t 


financial  institution,  or  places  where  the  /  ;N 

Card  is  welcomed.  Or  call 

1-800-THE-CARD.  I 

/ 

THE  GOLD  CARD®  / 


Personal 
Affairs 


If  you  want  to  dole  out  those  bonus 
flights  among  your  family — so  the 
kids  can  get  home  from  college,  say — 
many  of  the  airlines  won't  object.  But 
note:  Don't  count  on  pocketing  all  the 
miles  your  spouse  and  kids  fly  just 
because  you  buy  the  tickets.  General- 
ly, the  rules  are  explicit — you  have  to 
board  the  plane  yourself. 

The  only  way  you  can  sneak  your 
kid's  home-for-vacation  miles  into 
your  account  is  if  he  travels  under 
your  name.  An  exception:  Continen- 
tal does  allow  miles  flown  by  immedi- 
ate family  members  to  count. 

Should  you  decide  to  sign  up  fast 
before  an  impending  whopper  trip — 
say  to  Europe  this  summer — check 
how  long  it  will  take  your  airline  to 
process  that  application.  American  re- 
quires three  to  four  weeks,  during 
which  time  your  trips  won't  count. 
Many  airlines,  however,  will  now  is- 
sue an  ID  number  on  the  spot.  Conti- 
nental, Pan  Am,  Eastern  and  TWA 
will  credit  you  for  interim  trips  if  you 
save  the  receipts. 

The  industry  has  grown  so  competi- 
tive lately  that  you  can  practically 
accrue  miles  just  by  getting  up  in  the 
morning.  You'll  earn  1,000  to  5,000 
for  simply  signing  on.  Nearly  all  the 
majors  have  struck  up  partnerships 
with  hotels  and  car  rental  companies, 
too,  so  there's  plenty  of  opportunity 
to  gain  air  miles  with  both  feet  on  the 
ground.  Fly  Delta  or  Eastern  and 
you'll  get  a  1,000-mile  bonus  if  you 
stay  at  a  Marriott  when  you  get  where 
you're  going. 

What  if  you  belong  to  American's 
program?  Rent  with  Avis  for  a  drive  to 
the  beach.  Even  if  you're  renting  at 
your  corporate  discount,  you'll  add 
500  miles  to  the  grand  total. 

You  don't  always  have  to  be  a  fre- 
quent flyer  to  get  a  break  with  the 
airlines.  Keep  an  Avis  car  for  five  days 
and  you  can  fly  one  way  with  Ameri- 
can anywhere  in  the  U.S.,  Mexico, 
Puerto  Rico  or  the  Virgin  Islands  for 
$49.  Pay  the  "moderate"  rate  at  any  of 
Inter-Continental's  seven  U.S.  hotels 
for  any  seven  nights  through  Sept.  1, 
and  fly  round-trip  for  free  to  Europe 
on  American  or  Pan  Am.  Take  the 
Queen  Elizabeth  2  to  Europe  for  as  lit- 
tle as  $1,295  and  come  home  on  the 
Concorde  for  only  $549.  That  $1,844 
total  is  $622  less  than  the  normal  one- 


way Concorde  fare. 

You  can  often  accumulate  mileage 
credits  on  one  airline  by  flying  an- 
other, too.  United  credits  you  with 
miles  flown  on  Air  France,  SAS, 
Lufthansa  and  several  other  carriers; 
American,  with  trips  on  British  Air- 
ways, KLM  and  Singapore  Airlines. 
TWA  and  Eastern  have  agreed  to  cred- 
it each  other's  frequent  flyers — with 
few  restrictions — for  all  flights  on  ei- 
ther airline.  That  means  your  domes- 
tic and  foreign  travel  can  be  pretty 
much  covered.  Pan  Am  and  Republic 
will  also  honor  each  other's  mileage; 
20,000  miles  per  flyer  are  transferable. 
Delta  allows  miles  flown  on  Luft- 
hansa and  Air  Canada.  Piedmont 
credits  travelers  with  miles  flown  on 
British  Airways  to  London. 

Read  the  fine  print,  though,  before 
heading  off  to  explore  Europe.  Other- 
wise you  may  be  surprised  to  discover 


Frequent  flyer  programs 
are  now  as  expected  an 
amenity  as  baggage  han- 
dling and  cocktail  service. 
You  can't  ignore  them 
without  feeling  a  bit  of 
a  lunatic  for  throwing 
money  away. 


those  additional  miles  do  not  count.  If 
Continental  travelers  fly  British  Cale- 
donian while  in  Europe,  only  miles  to 
London  accrue  to  their  accounts,  not 
additional  legs  on  the  Continent. 
Should  they  fly  Air  France,  on  the 
other  hand,  they  can  get  credit  for 
flights  to  some  60  European  and  Mid- 
eastern  cities.  United  will  credit  you 
on  SAS  as  far  as  Copenhagen,  Oslo, 
Goteborg  or  Stockholm.  Leave  home 
on  Lufthansa  instead  and  every  Euro- 
pean mile  will  count. 

Be  careful  to  follow  your  club's 
news  pretty  closely,  too.  Check  its 
newsletters  for  new  ways  to  earn 
miles.  As  a  United  frequent  traveler, 
for  example,  you  can  now  accumulate 
mileage  by  taking  Royal  Viking 
Cruise  Lines  cruises.  Eastern  has 
teamed  with  Cunard,  and  Piedmont 
has  teamed  with  Carnival  Cruise 
Lines  to  reward  loyal  flyers  with  cut- 
rate  and  free  at-sea  vacations. 

No  sooner  does  one  special  end 
than  the  next  begins.  When  Eastern 
recently  inaugurated  its  nonstop  ser- 
vice from  Newark  to  San  Francisco,  it 
announced  a  bonus  of  1,000  miles  for 
frequent  flyers  who  tried  the  flight. 
You  can  earn  1,000  extra  miles  for 
each  flight  you  make  in  the  U.S.  and 
Canada  through  Dec.  15  if  you  fly 
Northwest  Orient.  American  is  giving 


double  and  triple  mileage  to  trave 
through  October  for  certain  contij 
ing  segments  flown  on  British 
ways  and  KLM  in  Europe. 

Suppose  you're  just  a  short-distal 
shuttler — constantly  back  and  f( 
between  New  York  and  Washing 
for  example.  Check  the  minimi 
mile  allowances  most  airlines  give 
even  the  puniest  hops.  Both  Eas 
and  New  York  Air  will  give  you  2, 
miles  for  that  New  York- Washing 
round-trip.  Ten  round-trips  with  f  | 
York  Air  and  you  have  your  first 
pass — one  round-trip  on  New  ^1 
Air's  system  and  a  weekend  day's  | 
rental  with  Avis. 

As  long  as  you  take  a  regull 
scheduled  flight,  you  will  get  til 
miles  no  matter  how  inexpensive 
fare.  (There  are  restrictions  on  ch; 
travel,    travel    industry    discou: 
fares,  unlimited-flight  passes  foi 
nior  citizens  and  foreigners  vis;  I 
the  U.S.  and  such.  In  nearly  all  c; 
the  miles  you  fly  while  on  an  a^| 
trip  won't  count.) 

Fly  first  class  with  most  lines  j 
you  will  earn  substantially  i| 
miles  than  you  will  fly.  Not  only 
Delta  double  mileage  if  you  fir 
front,  but  it  also  makes  the  opporij 
ty  to  do  so  very  tempting.  Freql 
flyers  have  the  option  of  upgradhj 
first  class  for  a  mere  $15  to  $45. 

What  sort  of  rewards  will  all  I 


flying    bring? 
175,000  miles, 
two    first-class 


Some    samples: 

TWA  will  give^ 

passes    around  | 


world.    American,    at    150,000, 
send  you  and  a  companion  off  onj 
gapore  Airlines,  give  you  seven 
free  car  rental  and  a  hotel  disc«J 
When  you  accumulate  80,000  on  \ 
York  Air,  you  will  get  two  pass>| 
London  and  a  car  for  a  week. 
70,000  Piedmont  miles  earn  a  t| 
day  cruise. 

There  are  those,  of  course,  whe 
Denver  political  consultant  CI 
McLean,  would  rather  use  that 
cious  vacation  time  to  "sit  in  th 
ing  room  and  stare  at  the  walls.' 
count  money. 

Brokers  like  Travel  Discount  I 
ternational  of  New  York,  Chicagl 
Honolulu  will  buy  your  credit  ft 
cents  to  1.8  cents  a  mile — alti| 
airlines  vehemently  disapprove- 
then  sell  discounted  airline  tick  I 
tourists.  When  Fred  Finn  decide<| 
like  ten  days  in  Hawaii  with  hi; 
and  son — expenses  like  hotels,  li  | 
sine  service  and  champagne  i: 
room  all  included — he  turned  | 
300,000  American  Airlines  ml 
TDI,  which  converted  them  intc  | 
a  dream  vacation. 
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Thank  Dad  for  believing  you  \vere  very  special 

every  step  of  the  way 


Johnnie  Walker 
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Careers 


"odays  top  B  school  grads  are  bullish  about  their  own  and  the 
ountry's future,  but  often  tough  on  corporate  America.  Is  the 
eason  "social  conscience'  or  the  lure  of  higher  pay  elsewhere? 

Some  thoughts 
from  the  best  and 
brightest  M.B.A.s 


By  John  A.  Byrne 

9W  OU     CAN     ALMOST     HEAR     the 

W  strains  of  "We  Are  the  World" 
ft  coming  from  the  mouths  of  the 
ibitious,  elite  crop  of  M.B.A.s  pic- 
red  at  left.  Their  parents  should  be 
lighted;  corporate  America  should 
worrying.  Many  of  the  best  and 
ghtest  of  our  M.B.A.s  not  only 
n't  want  to  work  for  big  business, 
;y  don't  even  like  big  business. 
We  are  not  talking  about  a  revival  of 
:ties-style  antiestablishment  senti- 
:nt.  Far  from  it.  These  gifted  young 


people  like  capitalism  just  fine.  They 
want  to  be  entrepreneurs.  When 
asked  to  name  their  favorite  corporate 
heroes,  they  list  such  ballyhooed  en- 
trepreneurs as  Apple's  Steve  Jobs,  Fed- 
eral Express'  Fred  Smith  and  Cable 
News  Network's  Ted  Turner  (see  box, 
p.  220). 

But  if  the  new  M.B.A.s  remain 
members  of  the  church  of  capitalism, 
they  are  fussy  about  its  articles  of 
faith.  A  Wharton  M.B.A.  insists  he 
wouldn't  work  for  a  tobacco  com- 
pany, for  example,  because  "profits 
are  more  important  than  the  quality 


of  life  of  millions  of  people."  A  Stan- 
ford M.B.A.  believes  that  advertise- 
ments by  liquor  and  tobacco  compa- 
nies are  "immoral"  because  they  en- 
courage young  people  to  drink  and 
smoke.  A  Yale  graduate  student 
maintains  that  the  most  pressing  eco- 
nomic problem  of  the  day  is  not  the 
deficit,  but  the  increasing  concentra- 
tion of  economic  power  among  U.S. 
multinationals. 

Forbes  recently  took  the  pulse  of 
this  select  group  of  top  M.B.A.  stu- 
dents at  the  third  annual  Graduate 
Business  Conference  at  Duke  Univer- 


Who's  who,  by  the  numbers 


1.  Dorcey  Abshier,  UCLA 

36.  Glenn  Lowenstein,  NYU 

2.  Raju  Advani,  Chicago 

37.  Mike  Malony,  Mich 

3.  Bob  Andolina,  Cornell 

38.  Elizabeth  Marincola,  Stanford 

4.  Alan  Bayersdorfer,  Yale 

39.  Paul  Mathison,  Penn 

5.  Jeff  Berry,  USC 

40.  Greg  McFatter,  Duke 

6.  Carolyn  Bowman,  Vanderbilt 

41.  Maura  McGill,  Penn 

7.  David  Brittain,  USC 

42.  Dave  Meader,  UNC 

8.  Michel  Brogard,  Columbia 

43.  Mark  Miller,  Duke 

9.  Claire  Brown,  Tex  Austin 

44.  David  Miner,  Duke 

10.  Jerry  Brown,  Tex-Austin 

45.  Brian  Mortensen,  Case  Western 

11.  William  Cahill,  Va 

46.  Rey  Muradaz,  UNC 

12.  Robert  Cushman,  Duke 

47.  David  Near,  Purdue 

13.  Wendy  Desmond,  Mich 

48.  Johanna  Owen,  Case  Western 

14.  Kris  Donaldson,  UCLA 

49.  Griff  Parker,  Duke 

15.  Barry  Dunn,  Duke 

50.  Bill  Petsas,  Ind 

16.  Molly  Eden,  Ind 

51.  Tom  Phelan,  Chicago 

17.  Elise  Farr,  Berkeley 

52.  Gary  Pincus,  Rochester 

18.  Aleta  Freeman,  Rochester 

53.  Mitchell  Rhodes,  Purdue 

19.  Valerie  Gardner,  Yale 

54.  Rob  Sambrano,  Tex-Austin 

20.  Alison  Cregg,  Dartmouth 

55.  Mike  Sherman,  Harvard 

21.  Terry  Gross,  Cornell 

56.  Meena  Singh,  Rochester 

22.  Margie  Hagen,  Purdue 

57.  Chuck  Smith,  Vanderbilt 

23.  Donna  Harris,  UNC 

58.  Barney  Stengle,  UNC 

24.  Sharon  Hauge,  Purdue 

59.  George  Stromeyer,  Dartmouth 

25.  Tom  Hendrick,  Ind 

60.  Nancy  Sur,  Duke 

26.  Heidi  Herzfeld,  NYU 

61.  Talabor  Szabo,  Northwestern 

27.  Ed  Hodge,  Ind 

62.  Jeanett  Tang,  Penn 

28.  ludy  Holmes,  Dartmouth 

63.  Velan  Thillairajah,  Rochester 

29.  Susan  Hurt,  Va 

64.  Joseph  Velk,  Duke 

30.  Maro  Imirzian,  Cornell 

65.  Brad  Walker,  Duke 

31.  Mark  luliano,  Stanford 

66.  Robert  Williams,  Case  Western 

32.  Knsti  King,  Perm 

67.  Lori  Winters,  Northwestern 

33.  Iynn  Kippenhan,  UNC 

68.  Roland  Wolfram,  Penn 

34.  Brad  Levitt,  UCLA 

69.  Don  Wright,  Dartmouth 

35.  Philip  Li,  Penn 

Photos  b\  Will/Denl  Mclmyre 
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tinental  Mark  V 


i  brakes  enable  it  to  c 
other  domestic  luxury  cars  cann 


Now  selectmodels  of  the 
iCbntinerital  Mark  VII  and 
Continental  are  equipped  with 
revolutionary  technology  called  an 
Anti-Lock, Brake  System.  Or  ABS, 
for  short.  Incidentally,  Lincoln  is  the 
only  domestic  automaker  to  offer  it. 

In  addition  to  giving  you  braking 
with  short  stopping  distances,  our 


Anti-Lock  Brake  System  was 
designed  to  prevent  wheel  lock-up 
-even  in  a  panic  reaction  to  an 
emergency  situation.  As  a  result,  it 
helps  the  driver  maintain  lateral 
stability  and  steering  control. 

Experienced  drivers  know  the 
quickest,  most  efficient  way  to  stop 
an  automobile  in  an  emergency  is 


to  pump  the  brake  pedal 
our  ABS  system  works  to 
the  driver  is  by  pumping  tli 
automatically.  It  does  so  p 
efficiently,  and  up  to  ten  ti 
second-far  faster  than  hu 
possible. 

To  achieve  this,  magnetic:- 
in  each  wheel  of  the  Marki 


*=~-*l 


rn^rn 
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monitor  individual  wheel  each  other's  performance.  This 

e  data  is  then  relayed  to  allows  the  Anti-Lock  Brake  System 

nicroprocessor.  In  a  to  revert  to  an  operational  mode 

,'  situation  the  system  is  exactly  like  that  of  a  car  without 

ctivated  by  the  driver's  ABS  in  the  unlikely  event  of  an 

I  applying  hard,  steady  interruption  in  the  system. 

the  brake  pedal.  At  ABS  technology  .has  been  used 


I  applying  hard,  steady 
>n  the  brake  pedal.  At 
i  ABS  automatically 
\  brakes  to  maximiz 
|3  and  minimize  the 
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the  ABS  electronic 
[tern  on  the  Mark  VIP 
h  a  redundancy 
j'th  twin  parr "~' 
f  constantly 


is  now  available  from  an  American 
luxury  automaker.  Couple  this  with 
the  fact  that  Lincoln  automobiles 
have  been  rated  the  highest  quality 
luxury  cars  designed  and  built  in 


^ro^MyH^jy 


problems  in  the  prior  six  months 
reported  in  a  survey  of  owners  of 
1981-1983  luxury  cars  conducted 
in  1984. 

Continental  Mark  VII  and 
Continental. 

As  impressive  as  the  way  they 


LINCOLN 

Lincoln-Mercury  Division  C&5£/^> 


Careers 


sity's  Fuqua  School  of  Business.  The 
gathering,  sponsored  by  Nabisco 
Brands,  brought  together  some  70 
elected  student  government  leaders 
from  23  of  the  top  business  schools  in 
the  country. 

Only  four  of  this  sample  hope  to 
become  CEOs  of  major  U.S.  corpora- 
tions. J.  Brent  Harl,  a  27-year-old  Har- 
vard M.B.A.  who  worked  nearly  five 
years  with  Arthur  Andersen  &  Co.,  is 
one  of  them.  But  even  he  is  quick  to 
say  his  corporation  should  be  "adding 
significant  economic  and  social  value 
to  society." 

Few  expect  to  be  corporate  lifers. 
Nearly  two-thirds  of  this  group  envi- 
sion starting  their  own  companies 
during  their  careers.  Take  Barney 
Stengle,  27,  a  North  Carolina  M.B.A. 
In  two  decades  he  wants  to  be  presi- 
dent of  "Stengle  Corp."  Philip  Li,  24, 
of  Wharton  wants  to  run  his  own  air- 
line. Michel  Brogard,  23,  of  Columbia 
states  his  goal  precisely:  "Laguna 
Beach,  Calif.,  my  own  boss,  my  very 
own  business." 

Being  the  kings  of  their  own  hills 
early  on  is  only  part  of  the  reason  they 
favor  startups.  They  also  have  a 
hunch  about  where  the  money  is.  And 
it's  not  in  working  for  somebody  else, 
especially  a  large  corporation.  (There 
is  evidence  to  the  contrary  in  Forbes' 
most  recent  survey  of  executive  com- 
pensation. See  p.  114) 

Until  they  get  their  business  plans 
written  and  find  some  eager  venture 


capitalists  to  back  them,  many  are 
becoming  consultants  and  invest- 
ment bankers.  But  in  their  cases,  ad- 
vising big  business,  which  is  what 
management  consultants  do,  or  fi- 
nancing major  corporate  moves,  the 
day-to-day  of  investment  bankers, 
doesn't  signify  a  readiness  to  sell  out. 
They  just  need  some  bread  now. 

The  vast  majority  of  these  M.B.A. s 
who  are  seeking  salaries  of  $50,000 
and  up  in  consulting  and  investment 
banking  make  no  bones  about  their 
need  for  a  lot  of  income,  fast.  They're 
heavily  in  hock  just  from  having  at- 
tended B  school. 

After  accepting  a  job  "in  the 
$40,000  range"  as  a  management  con- 
sultant with  Manchester,  N.H. -based 
Bigelow  Co.,  Amos  Tuck's  Judy 
Holmes  says:  "Now  I  feel  I  will  be 
able  to  make  my  loan  payments." 
Holmes,  a  jaunty  31-year-old  with  a 
ready  smile  and  short  dark  hair,  is 
$30,000  in  debt  because  of  school. 

Another  new  M.B.A.  going  for  a 
$50,000  investment  banking  job  ran 
up  $40,000  in  bills  while  at  Wharton. 
Harvard's  Mike  Sherman  expects  to 
be  paid  between  $70,000  and  $80,000 
in  management  consulting.  Obscene 
for  a  rookie?  Sherman,  some  $23,000 
in  hock  after  only  one  year,  had  al- 
ready spent  five  years  at  Procter  & 
Gamble,  where  he  rose  to  brand  man- 
ager of  Top  Job  liquid  cleaner,  a  slot 
that  paid  him  $41,000  a  year. 

It  may  be  that  many  of  these  top 
M.B.A.s  knock  big  companies  because 
they  can  probably  earn  more,  right  off 
the  campus,  elsewhere.  But  they  talk 
of  loftier  concerns. 


Stanford's  Elizabeth  Marincola 

"I  don't  find  profits  personally  motivating. 


Harvard's  Alike  Sherman 

Left  a  $41 ,000  P&Gjobfor  Hat 

Michael  Malony,  25,   a  Micbg 
M.B.A.,  grouses  that  American  ej 
tives  have  been  too  quick  to  i| 
manufacturing  plants  in  the  U. 
think  U.S.  managers  are  avoidini 
difficult  problems  of  increasing 
productivity  of  American  manf 
turing  by  exploiting  cheap  labor  < 
kets  abroad,"  he  says.  "We're  goi:i 
find  ourselves  with  little  more 
service  businesses  with  no  or| 
serve." 

Yale's  School  of  Management 'H 
erie  Gardner,  27,  thinks  merger  rr 
is  bad  for  the  country,  and  she  lj 
to    government    to    impose    c 
"They  [megamergers]  serve  noi 
ductive  purpose  in  most  insta 
Gardner  says. 

She  also  believes  U.S.  comp| 
are  "absolutely  not"  meeting 
"social  responsibilities."  Fewer  t  j 
third  believe  that  American  busi  | 
es  are  socially  responsible. 

"There  is  still  much  room  fo| 
provement  in  human  relations  I 
ticularly  in  equal  pay  for  womerj 
care  *  and  participative  manageij 
and  in  environmental  responsibi  f 
says  Wendy  Desmond,  30,  a  Mic  J 
M.B.A.  But  reservations  of  this  T 
are  one  thing,  personal  goals  am 
Desmond,  whose  father  worked 
labor  union,  says  that  in  20  yea 
goal      is      to      be      "indepenc| 
wealthy." 

Skeptics  are  probably  unwise  1  j 
miss  these  concerns  as  mere  ide  | 
cal  blather.  "Through  the  Sev 
the    primary    motivation    amc| 
school  students  appeared  to  be 
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LOOK  WHO'S 
FLYING  THE  NEWEST 
STATE-OF-THE-ART 
AIRCRAFT. 


USAir  was  the  first  airline 
to  welcome  the  Boeing  737-300  into 
its  fleet.  It's  the  latest  achievement 
in  the  science  of  aviation.  And  its 
advantages  are  worth  considering. 

This  twin-jet  is  amazingly 
fuel-efficient.  Its  quiet  engines 
make  it  a  very  good  neighbor.  For 
smoother  flights,  it  possesses  a 
new-technology  navigation  system. 
For  extra  big  garment  bags,  there 
are  extra  big  overhead  compartments. 

To  make  this  state-of-the- 
art  aircraft  perform  at  its  optimum, 
we  back  it  up  with  more  than  12,000 
enthusiastic  and  dedicated 
employees.  Each  one  is  committed 
to  making  every  USAir  flight  as 
comfortable  and  efficient  as  our 
newest  aircraft. 

Professionalism.  Enthusi- 
asm. And  the  newest  plane  in  the 
sky.  It's  a  winning  combination. 
And  you'll  see  why  when  you  look 
at  us  now. 


W 
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ey,  power  and  self-satisfaction  in  a 
materialistic  way,"  says  Jim  Fisher,  a 
1968  Harvard  M.B.A.  and  ex-McKin- 
sey  consultant  who  now  recruits 
M.B.A.s  to  his  own  consulting  firm. 
"Now  there  is  much  more  of  a  spoken 
concern  about  your  contribution  to 
society,  about  doing  something 
worthwhile,  about  being  part  of  the 
community." 

There  are  more  than  a  few  new 
M.B.A.s  who  will  be  turning  their 
backs  on  the  big  money  to  follow  dif- 
ferent drummers.  When  Elizabeth 
Marincola,  25,  graduates  from  Stan- 
ford next  year  she  will  have  one  of  the 
most  lucrative  business  school  diplo- 
mas in  the  country  to  hang  on  her 
wall.  Her  goal  is  to  become  a  universi- 
ty administrator.  "I  believe  in  the 
product  they  are  producing,"  she  says. 
"That's  worth  staying  in  your  office 
until  10  p.m.  I  don't  find  profits  per- 
sonally motivating." 

William  Cahill,  30,  a  former  full- 
time  teacher  of  transcendental  medi- 
tation now  studying  at  the  University 
of  Virginia's  Colgate-Darden  School, 
wants  to  be  principal  of  a  school  he 
creates.  Lynn  Kippenhan,  28,  a  North 
Carolina  M.B.A.,  has  a  dream  job  in 
mind:  to  put  her  degree  to  work  in  a 
nonprofit  environment  like  Washing- 
ton's Kennedy  Center  or  at  Massachu- 
setts' marine  research  institute  at 
Woods  Hole.  Another  student  wants 
to  do  theological  work.  Another 
wants  to  own  an  art  gallery. 

If  big  business  in  general  gets  medi- 
ocre grades,  which  companies  get  Fs? 
Some  of  the  biggest.  General  Dynam- 
ics, the  nation's  leading  defense  con- 
tractor, ties  with  U.S.  Steel  for  "least 
admired,"  followed  by  Union  Car- 
bide, General  Motors  and  Ford.  The 
selection  of  General  Dynamics,  still 
in  the  midst  of  scandal,  is  understand- 
able, as  is  Union  Carbide  after  Bhopal. 
But  why  are  the  others  held  in  such 
bad  odor? 

Cornell  University's  Terry  Gross, 
who  even  includes  U.S.  Steel's  David 
Roderick  and  Ford's  just-retired  Philip 
Caldwell  among  his  "least-admired 
executives,"  calls  the  companies 
"crybabies."  Why?  Because,  he 
thinks,  they  were  unjustified  in  plead- 
ing for  help  in  Washington  against 
foreign  competition. 

"U.S.  Steel  was  among  the  early 
American  companies  to  petition  for 
protection  to  keep  foreign  steel  out  of 
the  U.S.,"  complains  37-year-old 
Gross.  "What  did  it  do  with  the  time 
and  money  it  got?  U.S.  Steel  didn't 


rebuild  the  steel  industry,  it  bought 
Marathon  Oil.  That  is  not  the  purpose 
of  protectionism."  Roderick  has  heard 
all  this  before,  of  course. 

What  of  our  $37  billion  trade  deficit 
with  Japan  and  the  fact  that  U.S.  mar- 
kets are  far  more  open  than  theirs? 
While  most  of  the  new  M.B.A.s  do  not 
believe  Japanese  managers  are  superi- 
or to  American  executives,  they  seem 
to  hold  the  U.S.  variety  to  a  higher 
standard.  "American  mismanage- 
ment can  be  blamed  for  a  lot  of  the 
trade  deficit,"  argues  Wharton's 
Maura  McGill.  "I  think  they  have  to 
take  responsibility  for  it  and  not  just 
expect  government  assistance." 

"Why  does  IBM  have  close  to  50% 
of  the  Japanese  computer  market?" 
asks  Gross.  "They've  gone  in  there 
and  competed  as  a  Japanese  company. 
We  haven't  really  dealt  with  Japanese 
tastes."  (In  fact,  IBM  Japan's  market 
share  is  more  like  20%.) 

Will  these  students  do  any  better, 
financially  and  socially,  with  their 
own  hotshot  entrepreneurial  firms? 


Maybe,  maybe  not.  But  you  hav< 
give  them  credit  for  their  confidei 
There  are  so  many  M.B.A.s  today  i 
Hallmark  now  makes  M.B.A.  c 
gratulations  cards.  Yet  this  crop 
M.B.A.s  overwhelmingly  believe 
will  be  even  more  successful  than 
business  school  graduates  of  a  dec 
ago.  Nor  do  they  fear  the  horde 
M.B.A.s  coming  out  of  other  scho 

One  major  reason:  the  names  pi 
ed  on  their  diplomas — Harvard,  S 
ford,  Chicago,  Amos  Tuck,  Michi; 
Columbia,  etc.  "You  need  to  mal 
distinction  between  your  conve 
belt  M.B.A.s  and  those  from 
schools  here,"  says  Alison  Gregg, 
student  president  of  the  largest  c 
ever  at  Dartmouth's  Amos  T 
School.  "There  is  a  difference.  It'; 
fleeted  in  where  people  are  placed 
the  kinds  of  salaries  and  respons 
ities  we  are  getting." 

Cheeky?  Perhaps.  But  worth 
ing.  After  all,  we  are  talking  about 
best  and  the  brightest,  the  busb 
leaders  of  tomorrow.  Or  are  we?  I 


The  M.B.A.s  respond,  by  the  numbers 


Fl  orbes  put  the  following  ques- 
tions (among  others)  to  the  par- 
ticipants in  the  third  annual  Na- 
bisco Brands-sponsored  Graduate 
Business  Conference  at  Duke  Uni- 
versity. Here's  what  they  said: 
What  starting  salary  do  you  expect? 
$25,000-$50,000  (88%];  $50,000- 
$75,000  (8%);  under  $25,000  (4%). 
What  would  you  expect  to  make  five 
years  from  now?  $75,000-$  100,000 
(34%);  $50,000-$75,000  (33%);  un- 
der $50,000  (21%);  over  $150,000 
(8%);  $100,000-$  150,000  (4%). 
How  long  do  you  expect  to  stay  in 
your  first  job? 

2-5  years  (61% );  1-2  years  (16%); 
indefinite  (16%);  6-10  years  (7%). 
Do  you  envision  starting  your  own 
company  during  your  career? 
Yes  (62%);  no  (24%  J,  maybe  (14%). 
Do  you  believe  you'll  be  more  or  less 
successful  than  M.B.A  grads  of  a  de- 
cade ago?  More  (57% );  same  (26% ); 
less  (9%);  don't  know  (8%). 
Which  top  executives  or  entrepre- 
neurs do  you  admire  the  most? 
Lee    Iacocca    (54%);    Steven    Jobs 
(33%);  T.  Boone  Pickens  (7%);  Fred 
Smith  (6%);  Ted  Turner  (6%);  Pe- 
ter Ueberroth  (6%). 
Which  ones  are  least  admired? 
T.  Boone  Pickens  (27%);  Bill  Agee 
(10%);  John  De  Lorean  (9%);  Carl 
Icahn  (7%);  the  Hunts  (7%);  Frank 
Borman  (7%);  Mary  Cunningham 


(7%);  Ted  Turner  (6%). 

Which  American  companies  do  yo\ 

admire  the  most? 

IBM  (43%);  Apple  (34%);  Hewlet 

Packard  (30%);  Procter  &  Gambit 

(13%);  Chrysler  (13%). 

Which  are  least  admired? 

General    Dynamics    (13%);    U. 

Steel  (13%);  Union  Carbide  (12%  j 

Ford  (7%);  General  Motors  (6%) 

Best  book  on  American  business?  }\ 

Search  of  Excellence  (24%);  Iacoct 

(6%);  Competitive  Strategy  (6%) 

Are  American    businesses   meetir 

their  social  responsibilities? 

No  (35%);  yes  (29%);  sometimj 

(36%). 

Do  you  favor  aflat  income  tax? 

No  (54%);  yes  (46%). 

Should  greenmail  be  outlawed? 

No  (59%);  yes  (41%). 

Do  you  think  the  U.S.   will  be  fl 

volved  in  a  major  war  within  a  a  | 

cade?>No  (91%);  yes  (9%). 

Are  Japanese  managers  really  bettd 

more  effective  than  American  exec  I 

fives?  No  (74%);  yes  (14%);  unc| 

tided  (12%). 

Would  you  move  as  often  as  on  I 

every  other  year  to  advance  yo.\ 

career?  Yes  (76%);  no  (24%). 

Would  you  move  to  another  area 

help  your  spouse  advance  even  if  I 

meant  a  setback  in  your  own  caret  | 

Yes     (58%);     maybe     (33%); 

(9%).— J.A.B. 
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energy  to  go  the  distance.  It's  what  makes  Hilton  America's  Business  Address.* 
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Reaganomics  in  Quito 


U'  nder  the  leftist  regime  that  ruled 
until  last  August,  Ecuador  was 
best  known  among  the  international 
financial  community  for  sponsoring  a 
notorious  1983  meeting  of  Latin 
American  debtors.  Out  of  that  convo- 
cation came  the  Quito  Declaration, 
named  for  Ecuador's  mountain  cap- 
ital, which  supported  a  debtors'  cartel 
that  threatened  to  repudiate  Latin 
America's  billions  in  debts  to  West- 
ern banks. 

A  lot  has   changed   in   Quito.   In 
April,  under  its  new  president,  Leon 


Febres  Cordero,  Ecuador  was  the  first 
country  to  negotiate  a  multiyear  ac- 
cord with  the  Paris  Club,  the  group  of 
lenders  from  industrialized  nations. 
Late  last  year  Ecuador  also  reached  an 
IMF-blessed  agreement  with  its  com- 
mercial bank  lenders  for  a  three-year 
grace  period  on  $4.3  billion  in  debts 
falling  due  within  the  next  nine  years. 
Such  multiyear  accords  are  the  re- 
sult of  Febres  Cordero's  strenuous  ef- 
forts to  get  his  economic  house  in 
order.  A  1952  graduate  of  the  Stevens 
Institute  of  Technology  in  Hoboken, 


Leon  Febres  Cordero,  president  of  Ecuador 
A  businessman  takes  charge. 


N.J.,  he  is  an  anomaly  among  I 
American     leaders — a     business  bn 
with  a  strong  belief  in  free  mar  I 
After  graduating  from  Stevens,  F<  es 
Cordero  returned  to  Ecuador  to  i  m 
as  an  engineer  for  the  National  Br  !( 
Co.  and  then  for  a  regional  ele[ 
utility  company.  Now,  at  the  aj 
54,  he's  a  multimillionaire  wit! 
vestments  in  grain  milling,  tea  J 
and  paper  products. 

Since  he  took  office  nine  mo  I 
ago,  Febres  Cordero  has  moved  s  f 
ly,  against  loud  domestic  opposi 
to    eliminate    production    subsil 
limit  the  growth  of  state-ownec 
terprises,    abolish   agricultural 
controls   and   simplify   the   natil 
multilevel  currency.  Though  Ecu 
remains  a  member  of  OPEC,  F(l 
Cordero  is  letting  oil  output  ex 
his  OPEC-assigned  production  q 
in  order  to  earn  dollars  to  servici| 
country's  debts. 

Since  the  beginning  of  this 
both     Occidental     Petroleum 
Exxon  have  signed  new  long-terrl 
ploration   contracts   that   allowj 
capital  recovery  before  they  hai;| 
pay  any  taxes  to  Ecuador.  "It's  a 
deal,"  says  Febres  Cordero,  grinil 
broadly  beneath  his  bushy  mustil 
Perhaps   more   significant   overf 
long  term,  he  has  broken  ranks  w| 
15-year-old  Andean  Pact  agreeij 
restricting  foreign  investment  ini| 
er  industries. 

Febres  Cordero  faces  formidabllj 
litical  problems  at  home.  The 
center  opposition  party  still  ho  J 
majority  in  Ecuador's  legislal 
There  have  already  been  two  nat[ 
labor  strikes  against  his  pohj 
Thus  far,  however,  he  seems  to 
the  support  of  the  military. 

"We  have  had  to  take  a  lot  of  av| 
ity  measures  at  tremendous  pob 
cost  to  the  government,"  he  cone 
staring  grimly  out  the  window  o\  jttu 
limousine  as  it  speeded  to  New  Y  : 
La  Guardia  Airport  on  a  recent 
"But  we  didn't  run  for  the  presick  ^ 
to  collect  applause." — Geoffrey  Sr  i 
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Rich  team,  poor  team 

W'  e've  got  to  keep  these  playe 
Kansas  City  for  their  entir 
reers,"  explains  Avron  Fogelman, 
co-owner  of  the  Kansas  City  Re  I 
"That's  what  makes  fans  come  o"  1 
a  cold  April  night." 

Stars  like  relief  pitcher  Dan 
senberry,  center  fielder  Willie  W 
and  third  baseman  George  Brett 
come  cheap,  and  winning  open  s  I 
bidding  wars  would  be  tough  fo 
Royals.  Sure,  they're  the  Ame 
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M  Fogelman,  co-owner  of  the  Kansas  City  Royals 
fie-field  strategies  to  beat  the  Yankees. 


Larry  Fleming 


■te  West's  reigning  champions, 
lUnsas  City's  metro  area,  with 
P  .5  million  population,  is  among 
e.iallest  in  baseball.  This  year  the 
Jys  will  earn  less  than  $3  million 
Broadcast  rights,  compared  with 
ejankees'  estimated  $14  million. 
|r't  you  think  the  Yankees,  with 
Wliort  right  field  fence,  might  like 
hie  Brett?"  Fogelman  asks  with  a 
lojing  smile. 

ftblman,  a  Memphis-based  real 
tai  developer,  has  come  up  with  a 
^  solution.  To  supplement  the 
fa  cash  salaries,  he  is  ..inviting  a 
w  7  players  to  buy  into  his  apart- 
en  deals  "wholesale" — once  they 
i\  to    lifetime    contracts.     The 

1i  will  still  be  paying  big  bucks — 
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$825,000  annually  to  Quisenberry,  for 
instance,  to  rise  to  $1.1  million  in 
three  years.  But  Fogelman  is  also  of- 
fering him  a  ready-made  tax  shelter 
and  the  chance  for  appreciating  value 
on  the  real  estate. 

For  instance,  Quisenberry  will  in- 
vest $2.6  million  for  a  25%  interest  in 
a  $35  million  apartment  complex  Fo- 
gelman is  developing  in  Nashville. 
Not  only  is  Quisenberry  escaping  up- 
front fees  and  commissions,  but  Fo- 
gelman is  also  guaranteeing  certain 
levels  of  cash  flow  and  even  giving 
him  a  buy-back  option.  Right-hander 
Quisenberry's  share  of  depreciation 
will  run  about  $600,000  annually  for 
15  years,  enough  to  shelter  a  good 
portion  of  his  income.  And,  Fogelman 


maintains,  by  holding  real  estate  his 
players  will  have  more  security  than 
many  other  pro  athletes,  whose  long- 
term  contracts  are  guaranteed  only  by 
their  teams'  ability  to  pay. 

Fogelman,  of  course,  is  giving  up 
something,  too — the  profit  he  would 
have  made  on  the  real  estate  if  he  had 
sold  the  equity  "retail"  to  other  limit- 
ed partners.  But  "it's  cheap  money  for 
me,"  he  says.  "The  building  will  pay 
the  players." 

Fogelman  is  currently  buying  the 
Royals  in  a  two-step  $22  million 
transaction  from  his  co-owner,  Ewing 
Kauffman,  founder  of  Marion  Labs. 
To  make  a  profit,  given  the  team's 
chronically  low  TV  revenues,  Fogel- 
man has  to  sell  2  million  tickets  this 
season,  about  300,000  more  than  the 
average  American  League  team  sold 
last  year.  Signing  the  stars  seems  a 
good  way  to  keep  the  turnstiles  whirl- 
ing. By  mid-May,  the  Royals'  atten- 
dance was  up  46%  over  last  year's  1.8 
million  pace. — John  Merwin 


Transatlantic  trouble? 

John  Barkshire's  big  plunge  into 
Wall  Street  looks  more  like  a  cold 
bath  these  days.  Barkshire,  the  ruddy- 
faced  chairman  of  Mercantile  House, 
a  London-based  financial  services 
firm,  acquired  New  York  City-based 
Oppenheimer  Holdings  in  August 
1982.  Mercantile  House  bought  out 
the  partners  of  that  brokerage,  mutual 
fund  and  pension  fund  management 
business  for  $162  million,  or  a  hefty 
3.4  times  book  value. 

That  looked  like  an  act  of  genius  for 
a  while.  The  deal  closed  one  day  be- 
fore the  bull  market  started,  and  Op- 
penheimer racked  up  record  earnings 
in  1983.  But  these  days  Oppen- 
heimer's  brokerage  business  is  just 
breaking  even. 

Unfortunately  for  Barkshire,  there 
may  be  more  than  dull  stock  markets 
to  blame.  Six  of  Oppenheimer's  30 
partners  left  the  firm  after  cashing  in, 
including  top  partners  Jack  Nash  and 
Leon  Levy,  who  have  since  founded 
the  smashingly  successful  Odyssey 
investment  partnership. 

Barkshire,  49,  isn't  accustomed  to 
failure.  He  built  Mercantile  House, 
which  earned  $44  million  last  year  on 
revenues  of  $655  million,  pretty 
much  from  scratch.  The  firm's  core 
businesses  are  wholesale  brokering  in 
the  interbank  foreign  currency  mar- 
ket as  well  as  brokering  among  prima- 
ry dealers  of  government  securities 
worldwide.  Thanks  to  those  oper- 
ations, profits  this  year  are  expected 
to  be  only  slightly  down,  despite  the 
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When  Federal  Express  absolutely,  positive 
had  to  expand  their  communications  syster 
almost  overnight,  BellSouth  delivered. 


The  phenomenal  growth  of 
Memphis-based  Federal  Express 
demanded  sophisticated  communi- 
cations services  to  handle  the  com- 
pany's increasing  load  of  sorting  and 
delivery  information. 

South  Central  Bell,  a  BellSouth 
operating  company  was  ready  with 
the  right  services  and  equipment  to 
meet  the  state-of-the-art  needs  of 
Federal  Express.  These  complex 
needs  were  met  on  time,  with  exist- 
ing capital  programs, while  protecting 
profitable  revenues. 

That's  because  BellSouth 
has  invested  over  $19  billion  in  the 
past  seven  years  to  build  an  ad- 
I  vanced  communications  network 
I  that  would  meet  the  needs  of  current 
i  customers  and  new  customers  locat- 
ing in  the  region. 

An  advanced  telecommuni- 
I  cations  network  already  in  place  is 
|  another  reason  why  BellSouth  is 

growing  profitably  in  the  booming 
|  Southeast. 

To  learn  more  about  BellSouth, 
ask  your  broker.  Or  write:  Mr.  L.E. 
Spradlin,  Director  of  Investor  Rela- 
tions, BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta, 
Georgia30375.  Or  call  1-800- 
241-3419  (in  Georgia,  (404)  420-8130). 


BELLSOUTH 


Growing  with  the  Southeast. 


©  1985.  BellSouth  Corporation. 


John  Barkshire  of  Mercantile  House 
"You  don't  want  to  restructure  a  business  that's  not  doing  any  business.' 


steep  decline  at  Oppenheimer. 

Barkshire  was  early  in  predicting 
the  big  changes  that  are  opening  the 
London  financial  markets  to  foreign- 
ers. With  the  Oppenheimer  acquisi- 
tion, for  all  its  present  troubles,  Mer- 
cantile House  has  stolen  a  beat  on 
British  competitors  like  Kleinwort 
Benson  and  S.G.  Warburg,  which 
don't  have  a  major  beachhead  in  the 
U.S.  "I  wasn't  fooled  by  the  high  1983 
earnings,  and  I'm  not  depressed  by  the 
numbers  now,"  Barkshire, insists. 

But  with  capital  of  only  about  $200 
million,  can  Mercantile  House  sur- 
vive a  London  slugfest  with  interna- 
tional financial  giants?  Concern 
about  the  firm's  staying  power  has 
spurred  rumors  several  times  in  the 
last  year  about  a  merger  with  Merrill 
Lynch  or  Nomura. 

Barkshire  dismisses  that  talk,  add- 
ing that  if  Mercantile  House  were  to 
be  sold,  the  most  likely  buyer  would 
be  an  industrial  company  looking  for 
an  entry  into  financial  services.  But 
mostly,  Barkshire  is  just  hoping  for 
buoyant  stock  and  bond  markets. 
"You  don't  want  to  restructure  a  busi- 
ness that's  not  doing  any  business," 
he  says  grimly.— P.S. 


No  buggy  whips? 

Vincent  (Buck)  Bell,  chairman  of 
Safeguard  Business  Systems, 
seems  a  little  embarrassed  when  he 
talks  about  his  company's  first  foray 
into  selling  computers.  He  should  be. 


Last  year  he  tried  to  turn  500  of  his 
prized  distributors  of  manual  ac- 
counting ledgers  into  part-time  mini- 
computer salesmen  in  a  matter  of 
months.  "What  we  managed  to  do 
was  to  train  them  just  enough,"  Bell 
admits,  "so  that  they  realized  they 
couldn't  compete  against  experienced 
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computer  people." 

Bell  helped  found  Safeguard 
years  ago  and  built  it  into  the  leac 
U.S.  seller  of  "one-write"  manual 
counting  ledgers  for  small  busines 
That  seemingly  mundane  linei 
work  has  been  something  of  a  g 
Sales  have  increased  15%  over 
past  five  years  and  return  on  eqi 
has  consistently  exceeded  20%.  ] 
year  the  company  earned  $12.8  i 
lion  on  sales  of  $198  million. 

But  the  higher-volume  end  of  S 
guard's  customer  list  is  opting 
small  office  computers.  Bell,  a 
year-old  engineer,  is  determined 
to  get  stuck  making  buggy  whips. 

Safeguard's  prime  asset  is  its 
tionwide  network  of  distribut 
Bell's  first  move  to  counter  the 
puter  threat  was  to  turn  to  the: 
seemed  logical  enough.  Those  Si 
men  have  a  unique  view  into  tl 
sands  of  businesses  and  are  best 
to  judge  which  customers  are  ripe 
a  switch  to  a  computer. 

But  complaints  from  his  sales 
convinced  Bell   that   strategy 


Vincent  (Buck)  Bell  of  Safeguard  Business  Systems 
His  first  try  didn't  work. 
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UNOLTAS  NE  VVOFFICE  SYSTEM 

HAS  JUST  WHAT  IT  TAKES 
)  CALM  A  SECRETARY'S  FEARS' 


-Tony  Randall 


When  something  as  new  and  different 
as  the  Minolta  Office  System  is  announced,  a 
secretary's  usual  reaction  is  a  look  of  fear. 
But  the  reaction  to  our  new  system  is  likely  to 
be  a  sigh  of  relief. 

Because  the  first  thing  secretaries 
discover  is  how  incredibly  easy  it  is  to  learn. 
Thanks  toTLC,  Minolta's  exclusive  Type  and  Learn  Concept!" 
The  system  combines  a  word  processor,  a  personal  com- 
puter and  a  correcting  electronic  typewriter  in  one  desktop 
unit.  And  if  your  secretaries  can  type,  they  can  use  it. 

WithTLC,  they  proceed  effortlessly  from  electronic  typing 
to  word  processing  to  computing.  Because  the  system  comes 
with  a  reassuring  self-teaching  tutorial  program. 

And  there's  always  a  HELP  key  there  to  give  them 
guidance.  Not  with  vague,  general  advice.  But  with  the 
specific  instructions  they  need  at  the  moment. 

The  computer  is  MS-DOS  compatible,  so 
it  uses  a  great  many  of  the  most  popular 
business  programs  right  off  the  shelf. 
And  it  has  the  capacity  to  grow 
from  256K  of  memory  to  a 
full640K. 

See  the  Minolta  Office 
System  at  your  Minolta 
dealer.  He's  in  the  Yellow 
Pages.Orcall  1-800-524-1589. 
n  New  Jersey, 201-342-6707. 

All  you  have  to  lose  is 
your  secretary's  fears. 

THEPCW-l  OFFICE  SYSTEM. 

ONLY  FROM  THE  MIND 

OF  MINOLTA. 


MINOLTA 
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work.  So  much  for  first  tries.  What  to 
do  now?  Bell  is  encouraging  his  dis- 
tributors to  hire  computer  experts. 
The  ledger  distributor  would  get  some 
of  the  profit  from  the  computer  sale 
and  hope  to  get  repeat  business  in 
computer  forms.  Safeguard  will  set 
itself  up  as  a  dealer  to  supply  the 
computer  hardware. 

Even  without  waiting  for  results, 
Bell  is  getting  further  away  from  bug- 
gy whips  with  his  recent  acquisition, 
for  about  $2.5  million,  of  Office  Auto- 
mation Inc.  of  Bethesda,  Md.,  a  com- 
puter distributor.  Its  target  is  govern- 
ment agencies  and  companies  with 
sales  of  $300  million  to  $400  mil- 
lion— completely  new  territory  for 
Safeguard. — Jack  Willoughby 


No  shareholders 

Samuel  Goldwyn  Jr.  had  already 
carved  out  a  respectable  Holly- 
wood career  before  his  father's  death 
in  1974.  Son  of  one  of  Hollywood's 
most  legendary  producers  and  actress 
Frances  Howard,  the  younger  Gold- 
wyn started  writing  screenplays  in 
England  in  the  1940s,  worked  with 
Edward  R.  Murrow  at  CBS  in  the 
1950s,  then  started  producing  docu- 
mentaries and  eventually  feature 
films,  such  as  the  successful   1970 


comedy  Cotton  Conies  to  Harlem. 

But  it's  leveraging  his  father's  lega- 
cy that  has  enabled  Goldwyn,  58,  to 
make  his  mark  in  the  last  few  years. 
When  Goldwyn  Sr.  died  at  91,  he  left 
his  son  52  classic  films,  including 
Wuthering  Heights  with  Laurence  Oli- 
vier and  Stella  Dallas  with  Barbara 
Stanwyck.  Sam  Jr.  started  marketing 
them  in  packages  with  themes  like 
"Goldwyn  Gold"  and  "Family  Six- 
Pack"  to  cable  and  broadcast  TV. 

He  used  the  proceeds  to  acquire  ad- 
ditional foreign  and  independent 
American  films.  Recent  theatrical 
successes  include  Gregory's  Girl,  The 
Gift  and  Stranger  Than  Paradise,  a 
$120,000  black-and-white  production 
named  Best  Picture  of  1984  by  the 
National  Board  of  Film  Critics.  Gold- 
wyn picks  specialized  films  and  re- 
leases them  slowly  to  carefully  target- 
ed audiences. 

His  Samuel  Goldwyn  Co.  is  still 
only  goober-size,  but  it's  all  his — 
there  are  no  outside  stockholders — 
and  it's  on  the  move.  Revenues  have 
grown  from  $7  million  in  1982  to  $18 
million  last  year.  This  year  looks  like 
a  bonanza.  Goldwyn  decided  to  dis- 
tribute The  Care  Bears  Movie,  an  ani- 
mated feature  aimed  at  2-to- 7-year- 
olds,  after  most  Hollywood  studios 
had  rejected  it.  The  decision  was  risky 
because  the  movie  obviously  doesn't 
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appeal  to  teenagers,  the  largest  mo\ 
going  audience.  Goldwyn  now 
pects  the  film,  which  cost  about 
million,  to  gross  more  than  $25  n 
lion,  with  additional  profits  from  t( 
vision,  home  video  and  foreign  dis 
bution  yet  to  come.  Goldwyn's  sh 
should  easily  exceed  $5  million. 

These  days  Goldwyn  is  moving  i: 
production  of  modestly  budge 
films  and  has  recently  leased  a  fc 
screen  theater  in  west  Los  Angele; 
a  first  step  into  the  exhibition  bi 
ness.  At  least  as  much  as  his  prof 
Goldwyn  prizes  his  independence! ,.. 
philosophy  learned  from  his  fatlJ  A/ 
Partners  of  Goldwyn  Sr.  forced  Bl ' 
out  of  the  studio  that  bore  his  narm 
the  1930s,  just  before  its  merger  i 
Metro-Goldwyn-Mayer.  The  piom 
ing  film  chief  was  so  devastated  t 
he  suffered  a  nervous  breakdown 
two  years.  "Fortunately,  I  don't  h 
to  report  to  stockholders,"  says  G«i 
wyn  Jr. — Alex  Ben  Block 


Film  distributor  Samuel  Goldwyn  Jr. 

Still  only  goober-size,  but  clearly  on  the  move. 
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hnAm's  Europe, 
FromATbZ. 


I       From  Amsterdam  to  Zurich,  More 
EuropeThan  Any  Other  US.  Airline. 
l/Vith  New  Nonstops,  New  Destinations,  And 
I         Convenient  Service  To  23  Cities. 

Pan  Am  is  launching  an  expanded  schedule  to  23  European  cities. 

We'll  have  new  nonstops  from  New  York,  Detroit,  Los  Angeles, 
and  Washington,  D.C. 

And  we'll  have  new  service  to  Amsterdam,  Athens,  Belgrade, 
Bucharest,  Hamburg,  Nice  and  Warsaw. 

And  we'll  fly  nothing  but  big,  comfortable  747's  across 
the  Atlantic. 

Pan  Am's  Europe.  With  airfares  so  low  and  the  dollar 
so  strong,  there's  never  been  a  better  time  to  go. 

Pan  Am.\bu  Can't  BeatThe  Experience! 


Schedules  subject  to  change  without  notice 


Stuttgart 

fcru^S 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  May  3, 1985 


INTERGRAPH 


1,600,000  Shares 


Intergraph  Corporation 


Common  Stock 

($.10  par  value) 


Price  $54.75  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


The  Robinson-Humphrey  Company,  Inc. 


Bear,  Stearns  &  Co. 
Dillon,  Read  &  Co.  Inc. 


The  First  Boston  Corporation 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


Alex.  Brown  &  Sor 

Incorporated 

Goldman,  Sachs  &  C 
Lazard  Freres  &  C 


Hambrecht  &  Quist  Kidder,  Peabody  &  Co 

Incorporated  Incorporated 

Montgomery  Securities     Morgan  Stanley  &  Co.     PaineWebber     Prudential-Bad1 

Incorporated  Incorporated  Securit 

Robertson,  Colman  &  Stephens 
Shearson  Lehman  Brothers  Inc. 
Wertheim  &  Co.,  Inc. 


L.  F.  Rothschild,  Unterberg,  Towb 
Smith  Barney,  Harris  Upham  &  C 

Incorporated 


Dean  Witter  Reynolds  In 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


small  losses  but  lots  of  new  highs.  Because  the 
t  slumped  at  first,  the  Dow  industrials  ended  the 

two-week  period  with  a  0.1%  loss  and  the  Amex 
7%.  But  four  out  of  the  last  five  trading  sessions 
it  good  news.  During  the  last  week  the  Dow  rose 
than  26  points  and  more  than  400  New  York-  and 
-listed  snares  hit  52-week  highs.  In  addition,  three 
:s— the  Wilshire,  the  NYSE  and  S&P's  500— ended 
riod  at  alltime  highs.  For  the  last  two  weeks  the 


NYSE  gained  1.1%  while  the  Wilshire,  Nasdaq  and  Forbes 
500  all  rose  1.2%.  But  the  Nasdaq  is  still  off  nearly  13% 
from  its  June  1983  high. 

While  the  overall  market,  as  measured  by  the  Wilshire 
index,  registered  a  2.1%  gain  for  the  four- week  stretch, 
Amex  issues  bucked  the  trend  and  posted  a  1%  loss.  Our 
investor  yardsticks,  below,  indicate  that  over  the  last  four 
weeks  conservative  issues  maintained  a  moderate  edge 
over  speculative  shares. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

it  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

4  weeks 

2.1 

2.2 

0.7 

1.9 

-1.0 

2.4 

52  weeks 

16.8 

17.8 

10.1 

16.9 

9.1 

14.7 

Stock  performance  based  on  six  key  investor  yardsticks 

it  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile* 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

4  weeks 

2.7 

0.2 

0.5 

2.0 

1.7 

1.6 

2.5 

1.9 

0.5 

1.7 

3.2 

0.4 

I  52  weeks 

20.7 

10.2 

12.3 

27.9 

5.0 

26.4 

26.4 

15.9 

10.5 

28.5 

27.0 

0.5 

*4  sales. 
OC  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
ative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 
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Where  The  Action  Is 


B 


A  possible  takeover  attempt  helps  airlines  take  off.  Trans- 
portation shares  outperformed  all  others  during  the  last 
two  weeks,  with  a  3.6%  gain.  Trans  World  Airlines,  Carl 
Icahn's  latest  target,  was  the  best-performing  major  trans- 
portation stock.  The  second-best-performing  group  was 
capital  goods,  which  posted  a  2.9%  increase.  Meanwhile, 
utility  shares  gained  1.4%,  with  Houston  Natural  Gas 


(being  taken  over  by  InterNorth)  up  more  than  50' 

Energy  shares  was  the  only  group  to  end  up  in  t  los 
column,  with  a  0.5%  loss.  Atlantic  Richfield,  wl  h  r 
cently  announced  plans  to  restructure,  was  the  bi  -pei 
forming  big-capitalization  oil,  with  a  1 7%  gain  for  :  1 
two  weeks.  But  the  market's  initial  reaction  to  J 
plan  to  dump  Montgomery  Ward  was  less  favorah 


/\/f  Percent  change  in  last  52  weeks  O  -d-  Percent  change  in  last  two  weeks 


Capital  goods 

*"4^^~— 

0 

_2S  i  i  i  i  i  i  I  i  ii  I  i  i  I  I  i  |  i  I  i  i 

1  1  1  1  1  1 

'84 

'85 

Energy 

+  50           |           | 

0   ~^-^/           ^*^-^ 

>~  "**^    *~ 

_2S M 

1  1  1  1  1 

'84 

'85 

Technology 

+  50          ^^ 
^+1.6fW 

0V^v 

""  I  1 1  i  i  i  I  I  I  I  1 1  I  I  I  I 

II 11 

'84 

'85 

Consumer  durables 


+  50 


^^ 


-25 


Ml I   I  I   I  I  I   I   I   I   I   I   I  I   I   I  I  I   I   I 

'84  '85 


Finance 

+  50           ^^                                                      - 

. 

""    1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1  1  1  1  1  1  1  1  1  1 

'84 

'85 

Transportation 

+  50          ^^ 

.~w 

""  1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

1   1   1   1   1   1   1   1   1   1 

'84 

'85 

Consumer  nondurables  and  st  i 


+  50 


-25 
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What  The  Analysts  Think 


Not  quite  so  cheap  as  before.  While  The  Forbes  Sales  500  and  consumer  nondurables.  Two  weeks  ago  The  0 
rose  1.2%  over  the  last  two  weeks,  analysts  made  minor  500s  sold  at  10.8  times  latest  12-month  earnings,  b  1 
upward  estimate  revisions  in  only  two  sectors,  finance      the  P/E  is  11  and  the  multiple  for  1985  estimates  i  A 


Forecasting  the  Forbes  500 


Average 
Performance        earnings  per 
period  share         P/E 


latest  12  months 

1985  estimates 

1986  estimates 


$3.63         11.0 
4.24  9.4 

4.77  8.4 


Rank  based  on 
change  in  estimate 


Sector 


Finance 


Consumer  nondurables 


Utilities 


Consumer  durables 


Transportation 


Energy 


Capital  goods 


Technology 


Raw  materials 


Estimated  1985 
EPS  P/E 


$3.33 


2.61 


3.57 


4.81 


3.15 


3.50 


2.95 


2.90 


2.30 


9.8 


11.8 


7.8 


7.8 


8.9 


8.5 


10.9 


10.5 


%  change  in  1985 1 
in  2  weeks      in4  | 


0.26% 


0.08 


-0.36 


-0.41 


-0.52 


-0.54 


-1.03 


-1.19 


-1.66 


Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continously  by  the  Institutioi 
Estimate  System  |IBES|,  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm. 
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(ORTUNITY:  One  great  treat 

irves  another. 


IUSTRIES  IS  THERE:  Our 

bsidiary  has  added  Whitman's 

im  ice  cream,  candy  bars 

kies  to  its  market-leading  line  of 

Iran's  boxed  chocolates. 

ii  IC  Industries  kind  of  market. 

«  Uion  on  IC  Industries  (Stock  symbol -ICX),  please  write.- 

»    IC  Industries,  One  Illinois  Center.  Ill  East  Wacker  Drive.  Chicago,  Illinois  60601 . 


"•s.  Inc.  IC  Industries  is  a  registered  trademark  of  IC  Industries,  Inc 


Industrii 


i 


Statistical  Spotlight 


The  guys  getting  rich  off  takeovers  and 
leveraged  buyouts  are  signaling  that  cash 
flow  is  more  important  than  earnings. 


Cherchez  la  cash 


By  Leslie  Pittel 


oone  Pickens  and  Carl  Icahn 
don't  have  a  patent  on  making 


than  your  ordinary  investor  is  trained 
to  look  for.  The  table  below  will  help 
you  think  like  a  takeover  artist. 
"More  than  earnings  multiples,  ac- 


in  the  takeover,"  says  Stephen  I 
editor  of  the  Investment  Strategist. 
This  explains  why  takeover  ai 
and  leveraged  buyout  finan 
sometimes  offer  enormous  mult 
of  earnings,  or  even  go  after  coi 
nies  without  earnings.  Storer  C 
munications  lost  $17  million 
year,  but  it  is  the  target  of  a  bu 


li- 
st- 
at 


Ir  money  in  today's  market.  They 
use  the  same  data  sources  and  com- 
puter screens  available  to  any  inves- 
tor, but  they  look  for  different  things 

quirers  are  concerned  with  cash  flow. 
They  want  to  know  if  the  company 
will  generate  enough  cash  to  more 
than  service  the  interest  cost  incurred 

offer  worth  about  $1  billion.  In 
takeover  artists'  book,  earnings 
sucker's  game;  cash  flow  is  what 
all  about. 

Cm 

'•St 

The  best  kind  of  cash  is  free 

I* 
toe 

these  50  companies  are  fairly  cheap  in  relation 
"free  cash  flow" — which  we  define  as  pretax 

to  their 
income 

plus  depreciation, 
make  them  plausi 

minus  capital  outlays.  That  cou ' 
ble  buyout  candidates. 

Exch 

Company/business 

Free 
cash  flow 
per  share* 

Free  cash 
flow/ 
price 

Debt/free 
cash  flow 

Debt/ 
equity 

Latest 
12  months- 
EPS               P/ 

current 

12-month 
high     low 

Ai 

it 

a 

Action  Inds/housewares 

10% 

18%-  9% 

$2.72 

25.9% 

1.1 

52% 

$0.34               31 

•WjI 

n 

Adams-Millis/textiles 

14 '-'2 

20    -11% 

5.78 

39.9 

1.3 

40 

2.46 

to 

n 

Arkansas  Best/trucking 

19 

23%-  13% 

5.15 

27.1 

1.6 

53 

2.60 

him 

n 

Arvin  Inds/auto  parts 

19% 

23%- 14% 

4.43 

22.9 

1.3 

32 

2.66 

m 

n 

Assoc  Dry  Goods/retail 

60'/h 

63    -45'/s 

13.30 

22  1 

1.6 

39 

6.07 

tab 

n 

Barnes  Group/multiform 

20'/: 

24'-:- 18 

4.94 

24.1 

1.1 

30 

2.33 

Wh 

0 

Bassett  Furniture  Inds/fumiture 

34 

38%- 30% 

6.75 

19.9 

0.0 

0 

3.67 

kofa 

0 

W  Bell  &  Co/specialty  retail 

10% 

10%-    7 

2.11 

19.6 

1.0 

23 

0.93               1 

% 

n 

Brunswick/recreation 

32 

40%- 23% 

6.89 

21.5 

0.8 

24 

4.41 

febo« 

n 

Celanese/chemicals 

91% 

94%-  62% 

22.03 

24.1 

2.2 

66 

10.73 

toi 

n 

Chicago  Pneumatic/industrial  machinery      22Vi 

26%- 16% 

6.44 

28.6 

1.0» 

23 

2.83 

% 

n 

Chrysler/automotive 

34% 

38%- 20% 

14.31 

41.0 

0.4 

23 

12.85 

iipv 

n 

Colt  Inds/industnal  machinery 

56 

63'/;- 39% 

11.91 

21.3 

0.5 

36 

6.24 

iking 

n 

Commodore  Intl/computer  software 

10W 

35%-  8% 

6.55 

63.9 

0.4 

24 

1.40 

■tosh 

n 

Crompton  &  Knowles/specialty  chemicals    187/a 

23%- 18% 

4.67 

24.7 

1.4 

31 

2.12 

k]„ 

n 

Dana/auto  parts 

26 'A 

30%-21% 

7.28 

27.9 

0.8 

26 

3.42 

Wd 

n 

Diebold/office  equipment 

39% 

59    -37 

7.92 

20.0 

0.1 

3 

4.08 

kid 

n 

Eagle-Picher  Inds/auto  parts 

22 

28%- 20 

5.14 

23.4 

1.3 

27 

2.84 

kjtii, 

n 

Eaton/electrical  equipment 

52  V* 

60%- 3  7% 

11  48 

22.0 

1.2 

37 

8.01 

fCorp 

n 

Farah  Mfg/apparel 

171/4 

28%- 14% 

3.82 

22.1 

2.4 

93 

2.39 

JjjOtB 

■stem . 

'Pretax  income  plus  depreciation,  minus  capital  expenditures 

Sources:  Standard  &  Poor's 

Compiislat  Service; F 
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mid-March  a  dissident  share- 
:r  group,  Coniston  Partners,  pro- 
I  liquidating  Storer,  saying  it  was 
1  much  more  than  the  $40  to  $50 
re  it  was  trading  at  before  take- 
rumors  began.  The  dissidents 
;d  off,  but  only  after  the  corn- 
agreed  to  a  leveraged  buyout  that 
*ive  shareholders  $75  a  share  in 
plus  some  preferred  stock  and 
mts. 

10  would  want  to  pay  $1  billion 
moneylosing  company?  Nobody, 
torer  was  in  the  red  only  in  the 
sense  that  it  showed  no  reported 
s.  Smart  investors  don't  worry 
:  about  reported  profits,  which 
)ften  an  accounting  fantasy, 
•'s  deficit  is  attributable  to  de- 
ition  and  amortization  ex- 
s — paper  deductions  for  past 
1  outlays.  Cash  flow — earnings 
I  depreciation  is  taken  out — has 
substantial  and  growing  rapidly. 


But,  you  ask,  isn't  depreciation  a 
true  cost?  It  is,  but  it  can  be  mislead- 
ing. It  is  an  allowance  for  past  capital 
expenditures.  But  financiers  care 
more  about  future  expenditures  than 
past  ones.  The  question  for  the  buyers 
is:  Must  we  continue  to  lay  television 
cable  in  order  to  maintain  this  busi- 
ness? Or  can  we  sit  back  and  enjoy  the 
income  stream  generated  by  past  cap- 
ital expenditures? 

In  Storer's  case,  the  latter  is  true.  In 
recent  years  all  of  Storer's  cash  flow 
and  then  some  had  to  be  plowed  back 
into  expansion  of  the  cable  lines.  But 
the  LBO  organizers  are  looking  a  few 
years  down  the  road,  when  Storer  will 
no  longer  be  faced  with  cable  installa- 
tion expenses.  The  higher  cash  flow 
would  be  more  than  adequate  to  ser- 
vice the  new  debt  that  would  be  taken 
on  to  finance  a  buyout. 

Cash  can  flow  in  and  cash  can  flow 
out.  The  takeover  types  like  the  kind 


of  cash  flow  that  only  comes  in  and 
doesn't  go  out.  This  is  called  "free 
cash  flow."  For  our  table,  we  define 
"free  cash  flow"  as  pretax  income 
plus  depreciation,  less  capital  expen- 
ditures. Since  we  are  looking  for  po- 
tential acquisition  candidates,  pretax 
income  is  more  relevant  than  after- 
tax earnings.  This  is  because  most  of 
the  payments  on  debt  added  during 
the  takeover  or  leveraged  buyout  are 
interest  and  therefore  financed  out  of 
pretax  income.  It's  sad  but  true:  Take- 
over artists  are  subsidized  by  our  ri- 
diculous tax  system,  which  allows 
junk  bonds  to  be  serviced  with  pretax 
income. 

Why  subtract  capital  expenditures? 
Because  there  is  no  use  taking  over  a 
company  with  large  operating  income 
if  that  money  has  to  be  poured  back 
into  the  business.  Steel  mills  and  rail- 
roads are  like  that.  The  owner  has  to 
spend  heavily  merely  to  stay  in  place. 


The  best  kind  of  cash 

is  free 

Pr 

current 

■ 

Free           Free  cash 
cash  flow         How/ 
per  share*          price 

Debt/free 
cash  flow 

Debt/ 
equity 

Latest 

12  months 

EPS                P/E 

Company/business 

12-month 
high    low 

General  Dynamics/aerospace 

67% 

84    -44% 

$14.37 

21.3% 

0.0 

2% 

$8.08 

8.3 

Gordon  Jewelry/specialty  retail 

15% 

19    -13% 

4.11 

26.7 

0.4 

7 

0.89 

17.3 

t     Great  Lakes  Intl/marine  construction 

521/4 

52*4-27*4 

10.47 

20.0 

1.0 

34 

3.94 

13.3 

Hayes- Albion/auto  parts 

10  % 

13%-   8 

2.26 

22.0 

1.7 

30 

1.44 

7.1 

l     Huffy/recreation 

10% 

13%-   9% 

2.96 

27.9 

1.9 

45 

1.15 

9.2 

Interco/apparel 

67% 

70'/2-55 

14.33 

21.3 

1.0 

20 

5.68 

11.9 

Kysor  Industrial/trucking 

17VS 

23*4-13 

3.49 

19.9 

1.9 

42 

3.01 

5.8 

1    La-Z-Boy  Chair/furniture 

41 '/j 

42%- 26'/: 

8.59 

20.8 

0.3 

11 

4.63 

8.9 

i    Ladd  Furniture/furniture 

17*4 

18*4-12*4 

3.85 

22.0 

0.4 

23 

2.09 

8.4 

Lincoln  Telecomm/telecommunications 

32*4 

32%-23'/2 

7,38 

22.9 

2.7 

73 

3.92 

8.2 

IT   Mack  Trucks/automotive 

9% 

19%-  9% 

2.40 

24.6 

1.2 

14 

1.96 

5.0 

H    Mosinee  Paper/paper  &  forest  prods 

1 1% 

14%- 11% 

2.65 

22.6 

0.9 

22 

1.56 

7.5 

it    Murphy  Oil/integrated  oil 

30% 

35*8-23*4 

10.15 

33.1 

0.7 

26 

2.47 

12.4 

kj   Nashua/office  equipment 

27'/. 

29%- 21% 

6.12 

22.5 

1.6 

38 

3.83 

7.1 

m  New  Process/mail  order 

18% 

20*4-  13 

3.98 

21.4 

0.0 

0 

1.91 

9.8 

Occidental  Petroleum/oil  &.  gas  prod 

30 

35%-23'/x 

17.73 

59.1 

2.3 

151 

2.84 

10.6 

Oglebay  Norton/shipping  &  mining 

29V4 

29'/2-25 

6.86 

23.3 

1.6 

25 

3.37 

8.8 

j   Outboard  Marine/outboard  motors 

22% 

31*4-18% 

5.37 

23.5 

1.0 

25 

2.16 

10.6 

I  Paccar/automotive 

40 

53*4-38*4 

11.31 

28.3 

0.1 

2 

6.89 

5.8 

ti  Phillips  Petroleum/integrated  oil 

39'/4 

56%- 33% 

10.30 

26.2 

1.8 

43 

4.71 

8.3 

j  Phillips-Van  Heusen/apparel 

22% 

28'/2-16% 

4.90 

21.9 

0.9 

22 

2.44 

9.2 

i  t  Planning  Research/computer  software 

11  "2 

15%-   8% 

3.42 

29.7 

0.7 

24 

0.95 

12.1 

||  Robejrtshaw  Controls/appliances 

29  V4 

36%- 27% 

6.29 

21.1 

0.8 

19 

4.26 

7.0 

m  Russ  Togs/apparel 

18 

20    -15% 

4.43 

24.6 

0.1 

3 

2.09 

8.6 

II  Stanadyne/precision  metals 

25*4 

29%- 17*4 

6.12 

24.2 

0.5 

17 

3.31 

7.6 

■  Standard  Products/rubber 

20% 

23%- 13*4 

5.33 

25.5 

0.5 

20 

3.51 

5.9 

|j  Tecumseh  Products/compressors,  motors 

103 

105*4-78*4 

20.72 

20.1 

0.0 

0 

12.62 

8.2 

ft  VF  Corp/apparel 

32  V* 

33*4-21% 

7.66 

23.8 

0.7 

35 

3.85 

8.4 

Van  Dorn/containers 

20  '/2 

28*i-19 

4.89 

23.9 

1.0 

29 

3.53 

5.8 

•  Western  Pac  Inds/precision  instruments 

121 

126*4-91% 

28.86 

23.9 

1.1 

38 

12.86 

9.4 

Hhcome  plus  depreciation,  minus  capital  expei 

ditures, 

So 

trees  Standard 

S  Poor's  C 

mipustat  Services 
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Broadcast  properties,  mature  pipeline 
systems  and  wired-up  cable  fran- 
chises, by  contrast,  often  generate  a 
lot  of  uncommitted  cash  flow.  Take- 
over tycoons  love  them. 

Ideally,  of  course,  the  analyst  would 
use  some  projection  of  future  capital 
outlays.  Those  numbers,  however,  are 
not  readily  available  from  most  com- 
panies. We  had  to  settle  for  last  year's 
capital  outlays  in  computing  the  free 
cash  flows  in  the  table. 

Here  is  an  example  of  the  company 
we  were  looking  for:  Tecumseh  Prod- 
ucts, a  little-known  but  successful 
maker  of  refrigeration  compressors 
and  small  engines,  with  sales  of  $902 
million  last  year.  Income  before  taxes 
and  before  depreciation  runs  well 
ahead  of  capital  expenditures,  and 
this  debt-free  company  doesn't  have  a 
penny  of  interest  to  pay.  With  heavy 
insider  stock  ownership,  it  probably 
won't  be  the  subject  of  a  hostile  take- 
over, but  a  leveraged  buyout  by  man- 
agement is  quite  plausible. 

We  screened  the  Compustat  data- 
base of  over  5,000  firms  for  the  com- 
panies with  the  highest  cash  flow 
yield  ("free  cash  flow"  divided  by 
price).  Highly  leveraged  companies, 
where  debt  was  more  than  two  times 
equity,  were  dropped.  We  eliminated 
financial  firms,  utilities  and  firms 
with  sales  less  than  $75  million. 

We  made  two  other  adjustments  to 
come  up  with  our  final  list.  First,  we 
kept  only  those  firms  with  long-term 
debt  less  than  three  times  our  pretax 
cash  flow.  Second,  we  checked  the 
Institutional  Brokers  Estimate  Sys- 
tem universe  of  analyst  estimates  to 
make  sure  that  all  the  firms  are  ex- 
pected to  earn  more  in  1985  than  over 
the  latest  12  months.  That's  evidence 
that  Wall  Street  is  not  anticipating  an 
earnings  or  cash  flow  collapse  for 
these  companies. 

We  ended  up  with  50  issues,  5  in 
apparel  and  4  in  auto  parts.  As  in 
many  lists  of  undervalued  stocks, 
both  industry  groups  have  problems. 
Imports  arc  hurting  apparel  manufac- 
turers. Auto  parts  makers  are  suscept- 
ible to  both  cyclical  downturns  and 
offshore  sourcing.  Arvin  Industries 
(Forbes,  Mar.  11)  may  be  better  situat- 
ed than  some  auto  parts  companies 
because  it  has  diversified  into  elec- 
tronics and  consumer  products.  Its 
stock  recently  moved  up  6%  in  a  sin- 
gle day — takeover  rumors,  perhaps. 

Be  forewarned  that  the  business  of 
appraising  breakup  or  takeover  values 
is  crowded  these  days  (see  story,  p.  38), 
and  that  companies  on  our  list  were 
picked  by  a  computer,  not  a  live  take- 
over artist.  But  it  doesn't  hurt  to  be  on 
a  level  playing  field  with  the  pros.  ■ 
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Will  the  Cocoa  Exchanges  new  CPIfutui 
fly?  Well,  when  was  the  last  time  you  sc\ 
an  economist  laughing  uproariously? 


Suckers  needed 


By  Harold  Seneker 


In  another  context  and  set- 
ting— say  Las  Vegas — you  might 
call  these  people  casino  operators, 
croupiers  and  shills.  But  this  is  an 
"educational  seminar"  on  the  106th 
floor  of  the  World  Trade  Center  in 
New  York  City  sponsored  by  the  Cof- 
fee, Sugar  &  Cocoa  Exchange.  The 
subject:  a  new  futures  contract,  a  con- 
tract on — get  ready  for  this — the  Con- 
sumer Price  Index. 

The  Consumer  Price  Index?  Yes, 
breathes  F.  Helmut  Weymar,  a  vice 
chairman  of  the  Cocoa  Exchange  and 
president  of  his  own  commodities 
firm  in  Princeton,  N.J.  "This  could  be 
a  great  breakthrough  for  the  futures 
markets.  If  this  is  successful,  the  pos- 
sibilities are  incredible.  For  the  first 
time,  we  have  a  contract  that's  not 
based  on  any  physical  commodity  at 
all,  not  even  a  financial  instrument." 


' 


A  mind-boggling  concept,  all  ri 
If  the  CPI  future  flies,  you  see, 
ought  to  be  able  to  trade  anyt  i 
volatile  on  the  face  of  the  earth,  t£  i- 
ble  or  intangible,  and  the  Cocoa  J 
change  is  all  ready  to  do  so:  hou 
starts,  new  car  sales,  corporate  e 
ings  figures. 

So  the  Exchange  is  pulling  ou  11 
stops  for  the  CPI  future.  Thus  ie 
seminar  at  Windows  on  the  Worl  ij| 
educate  corporate  and  final 
economists  and  the  press.  Som< 
names  were  there.  Economist  Pb 
Cagan  of  Columbia,  for  exa: 
proved  in  mind-numbing  detail 
inflation  was  unpredictable  r 
than  a  few  months  ahead,  had  U 
unpredictable,  probably  always  w  .d 
be.  Perfect  for  a  futures  market. 

Another  Leading  Economist,  D  i 
Meiselman  of  Virginia  Polytecl  c, 
was  a  lot  less  academic.  "You  wi 
able  to  hedge  bonds  with  long  ]> 
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Iry  day,  we  give  you 

me,  behind-the-scenes  report  on  what 

Jpn  business  is  up  to. 

In  big  companies  to  small,  from  politics 

lonal  finance,  from  labor  to  taxes  to 

Wing  to  technology -The  Journal  leaves  no 

jeof  the  American  dream  unexplored. 
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i  depth. 
rith  more 
ian  400  reporters 
around  the  world, 
The  Journal  has  the 
resources  to  stay  with  a  story 
no  matter  where  it  may  lead. 
We  follow  the  American  dream 
this  closely  for  one  simple  reason:  to 
provide  the  timely,  comprehensive  information 
you  need  to  turn  your  own  dreams  into  reality. 

Call  800-872-5466,  and  we'll  see  to  it  that 
The  Journal  is  delivered  to  your  home  or  office 
every  day.  Except  weekends  and  holidays. 

After  all,  even  the  American  dream  needs  a 
little  time  off. 

The  Wrtl  Street  Journal. 

The  daily  diary  of  the  American  dream. 

©1985  Dow  Jones  &  Company,  Inc. 


tions,"  he  promised.  "Borrowers  can 
lock  in  real  interest  rates  with  short 
positions.  You  can  combine  the  con- 
tracts with  other  financial  instru- 
ments to  have  inflation-indexed  life 
insurance,  annuities,  money  market 
instruments,  mortgages."  Pause.  "If 
any  of  you  need  a  consultant  to  assist 
you,  I  will  be  only  too  happy  to  help." 

Richard  Sandor,  Drexel  Burnham 
Lambert's  financial  futures  man,  was 
also  on  the  panel.  "Physical  futures 
contracts  are  dead,"  he  explained. 
"Fifty-seven  percent  of  the  volume  on 
the  commodities  exchanges  is  finan- 
cial futures  today,  not  physical  com- 
modities, and  ten  years  ago  financial 
futures  didn't  even  exist."  Not  sur- 
prisingly, the  tiny  Cocoa  Exchange 
has  had  no  financial  contracts  to 
trade,  only  physical  ones. 

"The  cornerstone  is  cash  settle- 
ment," Sandor  went  on.  Cash  settle- 
ment means  the  futures  trader  either 
receives  a  margin  credit  from  the  Ex- 
change clearinghouse  or  has  to  pay 
more  in,  depending  on  whether  his 
position  gained  or  lost  on  the  last 
trading  day  (much  like  the  daily  mar- 
gin settlements  he  had  been  making 
all  along).  "That  means  you  don't 
need  to  worry  about  receiving  a  phys- 
ical commodity,  that's  a  myth,"  said 
Sandor.  "You  don't  even  need  ware- 
house receipts.  Just  cash."  In  other 
words,  you  can  almost  forget  the  real 
world  altogether. 

Each  CPI  contract  will  be  written 
for  up  to  three  years  and  designed  so  a 
0.5%  change  from  expected  inflation 
rates  doubles  your  initial  stake  or 
wipes  it  out.  Since  the  range  of  esti- 
mates by  Leading  Economists  for  two 
years  out  is  2.5%  to  7.2%,  there  is 
clearly  plenty  of  room  for  action.  "We 
want  every  hungry  street  kid  in  New 
York  to  come  in  and  trade,"  Sandor 
concluded. 

Exchange  President  Bennett  Corn 
explained  a  complicated  list  of  in- 
ducements to  lure  traders  into  the  pit. 
Not  only  would  the  seats  be  effective- 
ly free  to  larger  member  firms,  but 
floor  traders  could  get  up  to  $1  per 
traded  contract  for  six  months. 

There  was  even  a  Nobel  laureate, 
Paul  Samuelson,  who  was  genial, 
cheerful — and  carefully  noncommit- 
tal. A  CPI  future  might  be  useful  to 
economists,  Samuelson  allowed: 
"We'll  have  a  measure  of  the  true 
expectations  of  inflation  to  show  to 
the  Fed,  one  set  by  people  who  put 
their  money  where  their  mouth  is." 
But  he  added,  "I  can  see  people  who 
might  want  to  buy  contracts  to  pro- 
tect against  unexpected  rises  in  infla- 
tion. It's  the  sellers  I  worry  about,  the 
people  who  want  to  hedge  against  un- 
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expected  drops  in  inflation.  Who  are 
they?  Where  will  they  come  from? 
The  evidence  satisfies  me  that  no  ex- 
change is  viable  in  the  long  run  if  it 
is  based  just  on  gambling."  He  shook 
his  head. 

What  about  Meiselman's  conten- 
tion that  the  hedgers  would  be  bor- 
rowers who  want  to  lock  in  real  rates? 
Anyone  doing  that  would  in  effect  be 
trying  to  hedge  interest  rates  with  in- 
flation rates,  which  are  two  very  dif- 
ferent things.  You're  asking  for  sud- 
den death  if  you  try  to  hedge  with 
things  that  are  very  different.  Yes, 
floating  interest  rates  may  ultimately 
vary  with  inflation  over  the  long  run. 
Ultimately.  But  in  the  short  run  they 
can  and  do  move  in  completely  oppo- 


site directions,  as  the  1970s  ai 
demonstrated.  That  means  both  i 
est  rates  and  your  supposed  hedge 
move  against  you  at  the  same  tin 
the  futures  market  as  in  life,  yoi 
be  right  in  the  long  run  and  the  > 
run  can  kill  you. 

So  who  will  be  the  sellers? 
speculators,  of  course,  says  th( 
change's  Weymar — "every  m, 
needs  speculators." 

What  can  be  made  of  all  this?  I 
the  106th  floor  we  noticed  the 
Leading  Economists  together,  k 
ing  uproariously.  (When  did  yoi 
see  even  one  economist  laugh  up 
iously?)  We  don't  know  for  sure 
was  so  funny,  but  we've  got  a 
candidate  for  a  belly  laugh.  ■ 
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As  I  See  It 


Cost  containment  has  shaken  up  the  tra 
tional  health  care  companies.  But  it  has 
killed  off  all  the  investment  opportuniti 

The  disappearing 
hospital 


By  Robert  Teitelman 


HEALTH  CARE  INVESTORS  have 
been  traumatized  in  the  last 
couple  of  years.  First,  the  fed- 
eral government  cut  Medicare  reim- 
bursements by  imposing  fixed  fees  for 
particular  treatments — so-called  diag- 
nostic related  groups.  Then  private 
insurers  stepped  up  the  pressure  and 
hospitals  were  forced  to  cut  costs  and 
to  increase  revenues  by  turning  over 
beds  as  rapidly  as  possible.  At  the 
same  time,  hospitals'  traditional  pa- 
tients were  being  wooed  by  competi- 
tors like  health  maintenance  organi- 
zations, or  HMOs,  which  provide  care 
for  a  set  fee. 

The  result  is  that  hospital  utiliza- 
tion fell,  staggering  the  stocks  of  hos- 
pital supply,  hospital  management 
and  some  pharmaceutical  companies 
that  had  prospered  by  focusing  on  the 
hospital.  Investors  now  have  to  ask: 
How  long  will  the  punishment  con- 
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tinue?  And  where  else  in  healtll 
can  they  put  their  money? 

With  those  questions  in 
Forbes  turned  to  Per  Lofberg,  3 
administrator  of  the  Boston  Co 
ing  Group's  New  York  office.  Lo 
Swedish  by  birth,  joined  BCG  iri 
and  in  recent  years  has  led  the  gi 
effort  into  health  care  consultin 
How  much  more  fat  can  be  cut  ou 
of  the  hospitals? 

Lofberg:  I  think  it's  not  apparei  « 
how  dramatic  an  impact  cost  co 
ment  will  have.  Hospital  utili: 
rates  today  are  about  65%  jof  r  DO 
ity].  But  if  you  look  at  program^  U, 
have  been  in  effect  for  a  whilt 
the  HMOs,  you  find  they  reduc 
pitalization  rates  by  40%  to 
more.  So  if  we  migrate  to  that  k 
system,  it  could  reduce  demai 
today's  hospital  beds  to  33%. 


What  does  that  mean  for  the 
hospital  chains? 
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/IT H OUT  ADVERTISING, 
EVEN  THE  BEST  IDEAS 
AGESTO  CATCH  ON. 


Every  now  and  then,  a  new 
juct  becomes  popular  by  word  of 
oth  alone.  But  that  process  usually 
k<5  many  months.  Sometimes  years, 
lien,  the  company  that  makes  the 
^product  may  be  in  serious  trouble 
if  hey're  around  at  all. 

Advertising  is  the  surest  way 
gjt  an  idea  to  the  public.  By  adver- 
se a  new  product  or  service,  more 


people  are  able  to  try  it  more  quickly 
than  if  it  were  allowed  to  "catch  on" 
by  itself. 

Good  ideas  become  popular  right 
away  and  bad  ideas. . .well,  who  needs 
a  square  wheel  anyway? 

ADVERTISING. 

ANOTHER  WORD  FOR  FREEDOM  OF  CHOICE. 

American  Association  of  Advertising  Agencies 
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Per  Lqfberg  of  the  Boston  Consulting  Group 
"You  wouldn't  want  to  buy  more  hospitals." 


tal  demand  would  sugges  ire 
obsolete.  So  it  makes  ire 
sense  to  combine  compan  o 
product  lines  horizontally. 


Lqfberg:  You  wouldn't  want  to  buy 
more  hospitals.  But  individual  hospi- 
tals are  going  to  have  to  determine 
their  competitive  advantage.  Is  it  to 
attract  patients  from  a  local  area  or  to 
become  a  specialized  provider? 

Take  Hospital  Corp.  of  America.  It 
controls  a  large  number  of  hospitals  in 
Houston.  It's  large  enough  to  become 
a  very  attractive  single  source  of 
medical  care  for  employers  and  em- 
ployees. But  if  you  go  to  Chicago, 
where  HCA  is  a  very  small  player  per 
capita,  it's  less  likely  that  HCA  will 
be  successful  in  convincing  compa- 
nies to  go  with  it,  even  if  there's  a 
better  price  involved. 
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So  is  HCA  smart  to  try  to  integrate  verti- 
cally, as  it  seems  to  be  doing  by  merging 
with  American  Hospital  Supply? 
Lqfberg:  I'm  not  impressed  by  what 
I've  seen  so  far  on  the  merger.  One 
rationale  is  that  HCA  can  expand 
more  rapidly  in  the  hospital  business. 
I've  already  told  you  my  reservations 
about  that.  And  vertical  integration 
may  be  disadvantageous  because  it 
forces  them  to  compete  against  their 
customers. 

To  me,  horizontal  mergers  in  the 
supply  industry  would  be  more  inter- 
esting. These  companies  have  elabo- 
rate distribution  and  marketing  orga- 
nizations, which  the  decline  in  hospi- 


Where    can    investors   fine 
growth  they've  been  used 
health  care? 

Lqfberg.  Basically  in  busin  $es 
that  have  the  potential  f<  re- 
ducing labor.  If  you  look  a  op- 
erating] costs  in  health  cai  la- 
bor is  something  like  %j 
There's  a  whole  series  of  - 
nesses  such  as  hospital  sof  are 
and  health  care  informatio:  ys- 
terns — companies  like  Co  m- 
care,  which  Baxter  Traven  re- 
cently bought,  or  McDc  .el 
Douglas'  information  pr<  ss 
ing  division — that  help  1  pi- 
tals  and  employers  neg  ate 
more  effectively  with  prov  :rs 
HMOs  will  do  well,  and 
order  drugs. 
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What  happens  in  the  longe 
when  hospital  utilization  be  a 
tomed  out? 

Lqfberg:  An  interesting  w  tt 
look  at  these  companies  I 
think  beyond  stage  one  c<  pti 
tition  to  stage  two.  Right  w 
outpatient  clinics  can  pnf 
because  inpatient  treatm 
so  expensive.  But  even 
outpatient  clinics  will  be 
peting  against  outpatient  in 
ics,  HMOs  against  other  H  J 
A  number  of  these  comj 
will  grow  very  rapidly  in 
one  but  then  may  have 
difficulty  surviving  stage 
I  think  that  stage  one  nx 
in  two  or  three  years. 
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Uoesti  't  that  work  against  a 
portfolio  approach,  in  whit 
buy  a  wide  variety  of  com 
and  bet  that  an  aging  popu 
or  improving  technology,  wi 

them  up  overall? 

Lqfberg:  That's  right.  There's  a  £ 
separation  today  between  w 
and  losers  because  of  cost  pres 
For  example,  we  put  together  a 
recently  on  the  profitability  ol 
nostics  companies.  Two  years  ; 
turns  were  high  and  ger 
bunched  together.  But  now,  w 
few  firms  have  kept  their  tradi 
profitability  in  diagnostics—./ 
Laboratories  and  a  few  others- 
more  have  suffered,  partk 
smaller  firms,  such  as  Gamma 
gicals,  Electro-Nucleonics  or  I 
can  Monitor.  So  I  think  a  po 
approach  could  be  very  danger 
this  point.  ■ 
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Sometimes,the  best  thing  you 

can  do  with  your  stock  portfolio 

is  leave  it  alone. 


Many  investors  try  to  profit  from 
the  market  by  buying  stocks  to  hold  long 
term.  Which  means  keeping  them  through 
short  term  ups  and  downs.  Sometimes, 
this  is  a  good  moneymaking  strategy. 

But  some  investors  have  discovered 
a  way  to  make  money  on  short-term 
market  movements,  and  still  leave  their 
portfolios  alone. 

It  takes  an  opinion  about  where 
the  market  is  headed,  and  NYSE  Index 
Options  from  the  New  York  Stock 
Exchange. 

NYSE  Index  Options  act  as  a 
flexible  extension  of  your  stock  portfolio. 
They  let  you  participate  in  daily  market 
movements  on  a  relatively  small  outlay  of 
cash.  Without  buying  or  selling  stocks. 

Buying  or  selling  a  NYSE  Index 
Option  is  a  decision  on  the  market  as  a 
whole.  Because  these  options  are  based 
on  the  NYSE  Composite  Index— the 
only  complete  measure  of  activity  at 
the  New  York  Stock  Exchange. 

Of  course,  the  risks  involved  in 
index  options  may  mean  they're  not  right 


for  you.  But  it's  easy  to  take  the  first  step 
in  finding  out.  Just  return  the  coupon 
below.  Or  call  us  at  212-623-8533  in 
New  York;  1-800-692-6973  elsewhere. 

Then  read  the  disclosure  documents 
on  options  and  index  options  (which  you 
can  get  through  us,  or  your  broker)  and 
talk  to  people  who've  had  experience 
with  NYSE  Index  Options. 

You  may  discover  that  NYSE  Index 
Options  offer  you  a  market  opportunity 
you  didn't  know  you  had:  the  chance  to 
make  money  now  while  you're  waiting 
to  make  money  later. 

NYSE  INDEX  OPTIONS 

New  York  Stock  Exchange,  11  Wall  St,  New  York, 
NY  10005.  Att:  Brenda  K  Thompson 
I  want  to  learn  more  about  actively  participating  in 
the  stock  market  without  buying  or  selling  stocks. 
Send  me  more  information  on  NYSE  Index  Options. 

Name 


Address- 
City 


.  State- 


.Zip_ 


Day  Telephone 
Investor  □  A 


Broker  D  B 


05AB002 


New  York 
Stock  Exchange 
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It's  big  news  when  companies  go  public.  But  the  fact 
many  more  companies  go  private.  Because  97%  of  U.S. 
upanies  are  privately  owned. 

Most  of  them  are  in  the  small  to  middle  size  range, 
hich  means  they  operate  differently  than  big  public  com- 
nies.  Their  executives  have  an  independent  business 
le.  They  make  decisions  on  their  own,  rather  than 
committee. 

They  also  read  the  business  world  differently.  They 
d  Inc.,  the  only  leading  magazine  written  expressly  for 
all  to  mid-sized  companies. 

In  six  short  years,  Inc.  has  grown  so  fast  it's  now  one 
he  four  largest  business  magazines  in  America. 

Inc.  did  it  by  winning  the  loyalty  of  the  privately 
ned  sector.  Over  95%  of  our  600,000  paid  subscribers 
b,  manage  and  work  in  privately  owned  companies. 
I  History  shows  the  U.S.  needs  a  balance  of  public  and 
vate  companies  to  grow. 
i|  Advertisers  need  this  balance  too. 

May  we  have  a  word  in  private? 


Americas  access  to  private  companies. 

38  Commercial  Wharf,  Boston,  MA  02110  (617)  2274700 


The  Funds 


Bad  enough  that  you  have  to  pay  a  load  to 
get  into  a  fund.  With  some  of  them,  you 
have  to  pay  a  load  to  stay  in. 

The  one-two 
punch 


By  Laura  R.  Walbert 


T|  he  quickest  path  to  lackluster 
performance  for  the  mutual 
fund  investor  is  to  buy  a  fund 
with  excessive  fees — a  continuing 
drain  on  earnings. 

Consider  the  fee  to  reinvest  income 
dividends.  While  most  funds,  even 
load  funds,  will  reinvest  these  divi- 
dends at  net  asset  value,  some  load 
funds  reinvest  investment  income  at 
the  fund's  offering  price.  Massachu- 
setts Financial,  Lord  Abbett  &  Co., 
Franklin,  First  Investors,  J.  &  W.  Se- 
ligman  &  Co.,  and  National  Securi- 
ties &  Research  offer  funds  that  rein- 
vest at  offering  price.  This  means  that 
not  only  do  you  pay  a  load  when 
buying  the  fund,  but  you  also  pay  a 
load  each  time  you  reinvest  interest 


and  dividends.  (Note:  No  fund  we  are 
aware  of  takes  a  load  for  reinvesting 
capital  gain  distributions.) 

Worried  that  fund  operators'  greed 
could  go  to  extremes,  the  National 
Association  of  Securities  Dealers  has 
a  special  rule  for  funds  that  take  a  fee 
on  reinvested  dividends:  Their  maxi- 
mum load  can  be  only  7.25%,  com- 
pared with  the  usual  8.5%  maximum. 

But  the  best  defender  against  such 
excesses  is  an  alert  investor.  Consider 
a  $10,000  investment  in  a  high-yield 
bond  fund.  It  may  yield  13.5%,  or 
$1,350  a  year.  A  7.25%  load  on  that 
yield  costs  the  investor  $98  a  year. 

In  most  cases,  the  bulk  of  the  rein- 
vestment load  goes  to  the  broker  who 
persuaded  the  investor  to  buy  a  load 
fund.  "It's  an  additional  kicker  to  the 
broker  who  is  servicing  the  account  to 


Loading  up 

The  load  funds  below  reinvest  your  interest  and  dividend  income  at  the 
offering  price  instead  of  the  net  asset  value.  That  means  you  will  have  to 
pay  a  sales  load  each  time  you  reinvest. 

Funds 

Assets 

3/31/85 

(millions) 

Maximum 
load 

Total 
return 

(12  mos)* 

Yield 
(12  mos)* 

Affiliated  Fund 

$2,226 

7.25% 

18.1% 

5.6% 

First  Investors  Bond  Appreciation 

117 

7.25 

9.4 

9.9 

Franklin  Gold  Fund 

146 

7.25 

-20.6 

3.7 

Franklin  US  Government  Securities 

3,330 

4.0 

15.9 

12.8 

IDS  Bond  Fund 

1,184 

3.5 

12.8 

12.5 

Massachusetts  Financial  High  Income  Trust 

407 

7.25 

9.7 

13.5 

Massachusetts  Investors  Trust 

1,089 

7.25 

13.0 

3.9 

National  Bond  Fund 

286 

7.25 

14.0 

14.5 

Seligman  Common  Stock  Fund 

414 

7.25 

20.4 

4.4 
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maintain  his  interest  in  the  cl: 
says  Andrew  Donohue,  preside 
mutual  funds  at  First  Investors  i 

Franklin  does  it  differently.  Tl 
tire  4%  sales  load  on  Franklin'; 
Government  Securities  fund  gc 
the  broker.  Then  Franklin  keet 
reinvestment  fees  for  itself. 

Reinvestment  fees,  of  course, 
harmful  to  an  investor  in  an  t 
fund   that   mainly   produces   c 
gains  or  to  an  investor  who  dc 
plan  to  reinvest.  In  most  cases  y<  | 
better  off  paying  a  4%  load  th 
8.5%  load,  even  if  the  4%  load  i 
has  a  reinvestment  fee. 

But  suppose  you  invested  in  a| 
fund  yielding  13.5%,  with  the 
mum  7.25%  load  and  reinvesij 
fee.  You  bought  the  load  fund  be  I 
the  no-load  fund  you  liked  y:[ 
only  12%.  Assume  all  other  expl 
are  equal  and  that  all  earninjl 
reinvested  and  qualify  as  invest] 
income.  Even  though  you  are  e<| 
an  extra  1.5%  annually  with  thl 
fund,  it  would  take  1 7  years  foil 
total  return  to  surpass  the  total  i  j 
from  the  no-load  fund.  Paying  i 
when  you  buy  into  a  fund  i| 
enough.  Why  prolong  the  miser ij 


Punishing  savers 

Residents  of  Nebraska  willii 
trouble  buying  mutual  fuii| 
the  state's  banks  get  their  way. 

It  seems  that  Nebraska  neet| 
extra  $  1 0  million  or  $  1 2  million  | 
revenue.  So  Democratic  Go\| 
Bob  Kerrey  devised  a  bill  to  tax ! 
Not  wanting  to  bear  the  burden  I 
some  of  the  state's  banks  havj 
posed  making  the  tax  apply  to  "t| 
its" — with  the  word  defined 
elude  assets  of  mutual  funds,  a  I 
ing  to  Deborah  Thomas,  re[ 
committee  counsel  in  Nebi 
unicameral  legislature. 

At  60  cents  a  year  per  $1,(1 
assets,  the  tax  would  not  have! 
particularly  onerous,  but  jusl 
thought  of  it  has  the  fund  indus  u 
in  arms.  Mutual  funds  current  I 
no  taxes  beyond  minimal  frai  I 
fees  sometimes  imposed  in  th<  I 
of  incorporation.  The  reason  i  1 
haps  not  so  much  diffidence  (  I 
part  of  state  legislatures  abou  I 
ishing  savers  as  it  is  the  practica »« 
ter  that  funds  can  easily  reincor 
in  more  hospitable  states. 

So  what  will  happen  if  Ne! 
attempts  to  tax  assets  of  out-o 
funds  merely  because  some  sha 
sold  to  Nebraskans?  "We  wouh 
to  stop  selling  there,"  says  Ma 
Fink,  counsel  at  the  Investment 
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Survival 


1  he  very  word  challenges  the  most  durable  entrepreneur! 

Under  the  banner  of  Free  Enterprise  the  Mel  Powers  Companies 
for  the  last  17  years  were  willing  to  build,  develop  and  lease  a 
complex  of  structures  successfully.  Remarkably,  every  construction 
loan  was  paid  off  early  until  1983. 

The  Mel  Powers  Companies  then  faltered  in  an  unusually  bad 
Houston  economy  and  utilized  the  lessons  of  survival  to  labori- 
ously work  their  way  out  of  Chapter  11  and  survived  with  the  aid 
of  their  creditors,  employees  and  tenants. 

In  the  short  period  of  16  months  the  Mel  Powers  Companies  are 
out  of  Chapter  11. 

They  have  reduced  the  debt  from  222  million  to  100  million.  They 
have  leased  more  than  600,000  square  feet  of  new  office  space 
in  the  last  2  years.  They  have  kept  their  splendid  crews  of  people 
working. 

HOUSTON . . .  Don't  knock  it! 

Remember  New  York  in  the  mid  seventies  and  how  it  came  storm- 
ing back  to  become  the  hottest  area  of  development  in  the  nation? 
Just  watch  Houston  in  the  late  eighties — it  will  be  the  same 
success  story. 

Bankers  and  other  lenders: 

This  paragraph  is  for  you. 

The  Mel  Powers  Companies  have  been  in  business  for  17  years 
and  will  be  in  business  as  long  as  the  American  Eagle  hovers  over 
a  Free  Enterprise  System.  Because  of  the  teaching  discipline  of 
Chapter  11,  Mel  Powers  and  his  Companies  are  a  more  likely 
candidate  for  loans  than  ever  before.  Out  of  adversity  the  com- 
panies have  emerged  more  lean . . .  more  wiry . . .  more  wise.  The 
Mel  Powers  Companies  are  now,  without  a  doubt,  one  of  the  best 
operating  development  groups  in  the  USA. 

Yes,  because  of  hard  work  and  the  good  ol'  American  business 
system,  Mel  Powers  is  a  survivor. 

Mel  Powers  is 
out  of  Chapter  11. 


<f> 


MEL  POWERS  INVESTMENT  BUILDER 

7322  Southwest  Freeway  •  Houston,  Texas  77074  •  (713)  666-6666 


pany  Institute,    the  fund  industry's 
trade  association. 

At  this  point,  the  funds  seem  to  be 
in  little  danger.  The  current  version  of 
the  bill,  which  has  not  yet  reached  a 
final  floor  vote,  clearly  excludes  all 
mutual  funds.  But  the  banks,  accord- 
ing to  Fink,  are  still  trying  to  get  the 
bill  amended  to  apply  the  tax  explicit- 
ly to  funds. 


The  double  whammy 

Unlike  mutual  funds,  which  are 
open-ended,  closed-end  funds  sell 
only  a  limited  number  of  shares.  That 
means  there  are  two  prices  to  watch: 
the  net  asset  value  of  the  fund's  un- 
derlying securities,  and  the  price  of 
the  fund's  stock.  In  bull  markets  the 
value  of  both  the  underlying  securi- 
ties and  the  stock  of  the  fund  will  rise. 
But  in  bear  markets,  closed-ends  have 
historically  been  hit  with  a  double 
whammy.  Their  investments  drop  in 
value  at  the  same  time  that  the  spread 
between  the  stock  price  and  the  net 
assets  per  share  widens.  Holders,  that 
is,  do  worse  than  the  market. 

Closed-end  funds  are  currently 
rounding  the  peak  of  a  ten-year  bull 
market,  says  closed-end  expert  Thom- 
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as  Herzfeld  in  South  Miami,  Fla.  "The 
average  discount  from  net  asset  value 
is  extremely  narrow.  It's  analogous  to 
price/earnings  multiples  of  industrial 
companies  expanding  in  bull  mar- 
kets," he  says.  Among  the  80  of  so 
closed-end  funds  that  were  actively 
traded  a  decade  ago,  1 7  have  been  con- 
verted to  open-end  funds,  liquidated, 
reorganized  or  merged.  That  has 
squeezed  the  average  fund  discount, 
which  was  more  than  25%  a  decade 
ago,  to  the  current  2%  to  3%. 

But  Herzfeld  thinks  the  reorganiza- 
tion binge  may  be  about  over,  and  the 
discounts  on  closed-ends  could  widen 
to  traditional  double-digit  figures.  For 
interested  investors,  that  kind  of  bar- 
gain may  be  worth  the  wait. 

Three  funds  already  selling  at  dis- 
counts of  15%  or  more  are  Baldwin 
Securities,  Baker,  Fentress  &  Co.,  and 
Engex.  But  they  aren't  necessarily  bar- 
gains. Baldwin  has  a  dismayingly  high 
expense  ratio  of  3.86%  and  a  terrible 
performance  record  over  the  last  five 
years.  Baker,  Fentress  has  a  lot  of  un- 
realized appreciation  in  its  holdings, 
meaning  a  potential  tax  liability  that 
offsets  most  of  the  discount.  If  Baker 
were  to  sell  one  of  the  positions  in 
which  it  has  a  big  gain,  holders  would 
have  a  taxable  long-term  gain  even 


though  they  might  not  have  rnj 
profit. 

Engex  might  look  tempting  bi| 
thinly  traded  fund  run  by  D.H.  B  j 
Co.  (Forbes,  Apr.  22),  and  Herzfei 
ommends  you  stay  away.  He  sa  I 
someone  buys  100  shares,  it's  gc| 
go  up  two  points." 


Closeouts 


Bargains  are  fairly  scarce  ami 
closed-end  funds  these  days, 
past  bear  markets,  the  sha 
traded  at  wider  discounts  fr 
net  asset  values. 


Assets'     Recent 
(millions)     price      c 
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Adams  Express  Co       365 
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Baker,  Fentress  &  Co  306        34% 
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Charts,  $20 

Suppose  your  mutual  fund's! 
agement  company  offered  t 
you  quarterly  performance  data 
of  its  funds  for  $19.95  a  year. 
Pay  for  sales  literature?  But  I 
exactly  what  Boston-based  F 
Investments,  with  $30  billion  | 
retail  funds,  is  offering  its  cust 

Fidelity 's  Mutual  Fund  Perfor  [  [£ 
Chartbook  devotes  one  page  t  , 
fund  and  charts  the  weekly  higil  |(] 
and  closing  net  asset  value  for  t 
quarter,  the  13-week  moving  i 
of  the  net  asset  value,  the  fun( 
formance  relative  to  market  ii 
the  yield  and  total  assets.  Also; 
ed:. information  on  sales  chan; 
the  fund  objective. 

The  chartbook  is  for  the  tech 
oriented  investor,  explains  a  I  Ji 
spokesman.  Certainly,  many  i  tu 
funds  offer  similiar  performan 
free    in    their    annual    report 
"we're  outcharting  them,"  he 

Not  surprisingly,  the  respor 
been  weak.  Although  the  cha 
has  been  available  since  earl)  ]° 
only  2,000  of  Fidelity's  1.7  f| 
fund  shareholders  have  subs  X 
No  doubt  they  care  more  abo  | 
performing  than  outcharting.  • 
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Today,  you  face  many  choices  when  it  comes  to  telephones, 
ormation  systems,  computers,  even  long  distance. 

At  AT&T,  we  know  what  you  expect  from  us. 
I    You  expect  AT&T  to  be  the  right  choice.  And  that's 
actly  what  we  plan  to  be. 

You  can  see  it  in  the  quality  of  our  products  and  services, 
pause  we  insist  on  the  strictest  quality  control  standards  in 
world. 

You  can  see  it  in  our  long  history  of  technical  innovations.  We 
constantly  looking  for  ways  to  improve  on  everything  from  the 
ic  telephone  to  total  systems  that  can  link  people  and  machines 
und  the  world. 

You  can  see  it  in  our  service.  Since  we  have  the  largest  and 
st  experienced  service  force,  a  sales  force  trained  as  experts  in 
l|r  business,  and  over  35,000  long  distance  operators,  you  can 
e^ure  of  getting  the  help  you  need  when  you  need  it. 
I     To  find  out  more,  call  us  at  1 800  247-1212. 

Whether  it's  telephones,  information  systems,  long  distance 
Computers,  AT&T  is  the  right  choice. 


AT&T 
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'1  THOUGHT  I  WAS  TOO  SMALL 
FOR  DREXEL  BURNHANT 


You  probably  know  how 
to  go  about  choosing 
an  investment  broker. 

What  you  may  not 
know  is  how  a  large 
corporation  goes  about 
choosing  one. 

Believe  it  or  not,  it's 
not  all  that  different. 

For  one  thing,  they 
look  for  a  company 
that's  big  enough  to 


offer  a  complete  range 
of  financial  services,  yet 
small  enough  to  give 
personal  attention. 

Like  us. 

Then,  they  look  for 
underwriting  success. 
That's  a  good  indication 
of  how  smart  a  com- 
pany is.  Drexel,  for  in- 
stance, is  second  only  to 
one  other  on  Wall  Street* 


Research  is  crucial. 
We're  in  the  top  ten 
every  year**  And  of 
course,  it's  to  anyone's 
advantage  to  go  for 
stock  pickers  that  have 
a  better  track  record 
than  the  Standard  and 
Poor's  500. 

By  now,  you  must  see 
the  point. 

In  your  search  for 


personal  financial  ad- 
vice, if  you're  looking 
for  anything  less, 
you're  selling  yourself 
short. 

Because  in  the  in- 
vestment community, 


it's  not  how  big 
that  counts. 

It's  how  big  y< 
to  be. 

Call  800-237 
ext.  41  and  ask 
Current  Purch 
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Drexel  Burnha 


Drexel  Burnham  Lambert  Incorporated 


*  Securities  Data  Company,  Inc.  Full  Credit  to  Lead  Manager,  1984  *  'Institutional  Investor  All  America  Research  Poll. 
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ire's  an  intriguing  tax-free  cross  be- 
een  zero  coupon  and  straight  bonds 
it  moderates  some  drawbacks  of  both. 

TIGRs'  CUBS 


By  Ben  Weberman 

i  ■  ~*  *B^W     HH& 

f      c 

*Fj 

r're  called  GAINS,  FIGS  and 
S.  They're  the  offspring  of  zero 
on  CATS  and  TIGRs.  But  they 
some  intriguing,  and  advanta- 
s,  differences. 

ese  are  the  new  "hybrid"  zeros 
i  have  been  on  the  market  a  few 
ths.  They  are  tax-exempts — is- 
by  a  state  or  local  government 
igency — rather     than     taxable 
Bury    issues     like     CATS     or 
Is.  But  the  big  difference  is  that 
re  a  cross  between  a  zero  and  a 
;ht  interest-paying  bond.  They 
ke  a  zero  during  the  first  ten 
I  or  so  of  their  lives,  and  like  a 
;ht  bond  for  the  remainder, 
is  wrinkle  is  designed  to  meet 
al  drawbacks  of  zero  coupon 
especially  tax-exempt  zeros, 
e  uses  now  are  limited  and  spe- 
ed. The  point  of  all  zero  cou- 
iecurities,  of  course,  is  what 
las    Fegyveresi,    a    Goldman, 
I  vice  president,  calls  the  "fan- 
BJif  yield  to  maturity."  Yield  to 
Rrity  assumes  that  the  interest 
Wet  every  six  months  will  be 
Rsted  at  the  same  rate  as  the 
ilitself.  Of  course,  we  all  know 
■interest   rates  move   up   and 
wj  Moreover,  unless  you're  in 
e  iegabucks  class,  those  interest 

m'eberman    is   economics   editor   of 
'RB.  magazine 
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payments  are  often  so  small  that  it's 
hard  to  reinvest,  them  efficiently. 
On  a  $5,000  bond  paying  10%,  for 
example,  semiannual  interest 
comes  to  $250,  far  from  a  sufficient 
sum  to  buy  almost  any  type  of  bond. 

By  contrast,  a  zero  coupon  bond 
that  appreciates  for  years  at  a  prear- 
ranged rate  eliminates  both  the  re- 
investment uncertainty  and  the 
small  cash  amounts.  The  problem  is 
that  it  takes  so  long.  Treasury  zeros 
are  available  in  just  about  any  matu- 
rity, from  1  year  to  30,  but  the  low- 
er-priced issues  usually  are  20  years 
or  longer.  And  conventional  zero 
tax-frees  are  typically  long-term  is- 
sues of  30  years  or  so. 

That's  a  long  time  to  wait  for  the 
payoff — especially  with  tax-exempt 
zeros,  where  there  really  isn't  much 
of  a  secondary  market.  If  you  have 
to  sell  before  maturity,  you  might 
take  a  real  skinning. 

So,  reasoned  the  investment 
bankers,  why  not  compress  this  long 
period  into  a  shorter  period,  and 
then  pay  cash  interest  until  maturi- 
ty? Thus  the  first  issue  of  this  type, 
called  GAINS  (for  "growth  and  in- 
come securities").  It  was  brought  to 
market  Mar.  1  by  Goldman,  Sachs  as 
part  of  a  $77  million  financing  for 
Utah  Associated  Municipal  Power 
Systems.  The  $10  million  GAINS 
issue  was  sold  with  a  10%  coupon 
for  $333.70  per  $1,000  principal 
amount.  The  $333.70  appreciates  to 
$1,000  in  11  years  (that  equals  10% 
compounded  semiannually).  From 
then  on,  the  bond  pays  10%  cash 
interest  on  the  full  face  amount  un- 
til maturity  in  2007. 

Goldman  got  such  a  good  re- 
sponse that  it  has  put  several  other 
GAINS  issues  on  the  market.  A 
recent  one  is  a  $30  million  principal 


amount  issue  of  lOVxs  due  in  2011 
for  Intermountain  Power  Agency  in 
Utah.  It's  priced  at  $325.20  per 
$1,000,  appreciating  to  face  value  in 
11  years,  then  pays  10%%  interest 
for  another  15. 

Goldman's  competitors  were  not 
far  behind.  Paine  Webber  came  out 
with  FIGS  ("future  income  growth 
securities"),  and  Smith  Barney  has 
PACS  ("principal  appreciation  con- 
version securities"). 

The  shortened  period  of  apprecia- 
tion is  not  the  only  attraction.  The 
rate  of  return  of  these  new  hybrids 
is  greater  than  straight  current-cou- 
pon bonds  of  similar  quality  and 
maturity.  And  if  you  look  specifi- 
cally at  the  yield  over  the  11 -year 
period  to  conversion,  it  is  more  than 
a  percentage  point  higher  than  that 
of  a  straight  1 1-year  bond. 

Why?  For  one  thing,  GAINS  is 
what  Wall  Street  calls  a  "story" 
bond,  meaning  that  a  salesman 
must  explain  its  unusual  features 
and  needs  the  help  of  a  little  more 
yield.  Second,  a  GAINS  is  priced 
like  a  long-term  bond  even  though 
the  appreciation  period  is  squeezed 
into  11  years — in  effect,  an  11 -year 
bond  on  a  26-year  platform. 

Take  the  103/s%  Intermountain 
Power  GAINS.  Compare  that  yield 
with  the  10'/4%  term  bonds  due 
2018,  issued  in  the  same  financing. 
The  GAINS  yield  is  more  generous, 
although  the  term  bonds  are  due  7 
years  later.  And  over  the  first  11 
years,  the  GAINS  also  beats  the 
9%%  current-coupon  Intermoun- 
tain Power  bonds  due  in  1996. 

A  major  feature  of  the  new  hy- 
brids, of  course,  is  that  they  are  tax- 
exempt.  The  IRS  considers  the  an- 
nual appreciation  of  a  taxable  zero 
like  CATS,  TIGRs  or  the  Treasury's 
own  STRIPS  to  be  "imputed  inter- 
est." You  have  to  pay  taxes  on  it 
each  year  even  though  you  won't 
get  your  hands  on  it  for  20  or  30 
years.  The  GAINS-type  zeros  elimi- 
nate this  irritation. 

Be  aware  that  these  bonds  do  not 
mature  in  11  years  even  though 
they  reach  full  face  value  then. 
They  cannot  be  put  back  to  the  issu- 
er for  the  full  face  amount  until 
maturity.  The  bond  simply  changes 
from  zero  coupon  capital  apprecia- 
tion to  full  interest  cash  payment  at 
the  11 -year  mark.  The  investor  has 
the  same  piece  of  paper  in  his  pos- 
session at  all  times.  But  since  the 
interest  is  paid  on  the  full  face 
amount  after  conversion,  the  mar- 
ket values  the  bond  accordingly.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


Money  managers  are  keeping  one  eye  on 
interest  rates,  the  other  on  their  portfolios 
. . .  and  their  toes  on  the  starting  line. 

RALLY  ITIS 


tribute  to  the  economic  sluggish- 
ness, which,  in  turn,  will  cue  com- 
panies to  pull  back  on  their  borrow- 
ing, thus  further  relieving  the  credit 
markets. 

As  for  the  Fed,  money  runners 
figure  it  wants  to  make  the  recovery 
last  as  long  as  possible  so  that  banks 
and  domestic  corporations  can  re- 
build their  balance  sheets  and  Third 
World  debtors  can  dig  themselves 
out.  Hence,  or  so  the  reasoning  goes, 
if  the  Fed  is  convinced  that  the 
economy  has  turned  sluggish,  it 
won't  tighten  but  will  try  to  keep 
interest  rates  low.  This  explains  the 
mood  I  mentioned  above:  not  long- 
term  bullishness  but  expectations 
of  a  short,  sharp  rally. 

So,  what  should  investors  do?  If 
they  buy  the  slower-economy,  low- 
er-interest-rate script,  they  should 
start  buying  now  ahead  of  the  crush 
of  the  money  mastodons.  Where's  a 
good  place  to  be,  particularly  if  in- 
vestors want  some  stocks  to  sell 
into  this  probable  rally?  In  the  skies. 
Airlines  are  hot  items  for  most 
money  managers.  Says  Donald 
Kurtz  of  Equitable  Investment  Man- 
agement: "The  restructuring  of  the 
industry  will  make  for  fewer,  stron- 
ger companies.  The  survivors  will 
include  United,  American  and  Del- 
ta." United,  by  the  way,  is  a  particu- 
lar favorite  because  of  its  Westin 
Hotel  chain. 

William  Miller  of  Legg  Mason 
Value  Trust  is  up  for  air  freight 
companies.  He  likes  both  Airborne 
Freight  and  Emery  Air  Freight, 
which,  he  says,  have  good  long-term 
growth  prospects. 

Not  surprisingly,  there's  also  a 
lobby  for  interest-rate-sensitive 
stocks.  Names  I've  heard  here  in- 
clude Affiliated  Bankshares  of  Colo- 


You  know  that  money  managers  are 
itchy  when  they  start  talking  about 
rallies  before  Memorial  Day  and 
certain  "triggers"  setting  off  the 
market.  Do  I  mean  they  are  bub- 
bling with  optimism?  No,  not  bub- 
bling with  long-range  optimism, 
but  looking  for  a  nice,  juicy  rally. 
Most  of  them  are  poised  to  jump 
into  the  market  for  a  near-term  rally 
but  are  then  ready  to  jump  back  out 
for  the  rest  of  the  year. 

The  early  May  runup  may — or 
may  not — be  the  beginning.  So,  they 
are  still  waiting  for  a  signal.  What 
kind  of  signal?  And  from  whom? 
From  the  Federal  Reserve  in  the 
form  of  another  cut  in  the  discount 
rate.  Money  managers  I  have  recent- 
ly talked  with  seem  convinced  that 
the  economic  recovery  is  really  pe- 
tering out  and  that  the  Fed  will  con- 
tinue to  be  accommodative. 

The  bet  here  is  that  a  weakening 
economy  will  slow  private  credit 
demand  and  speed  the  Fed's  money 
creation.  Money  runners  figure  that 
worries  about  the  recovery  will 
prompt  consumers,  who  are  run- 
ning a  rather  high  level  of  debt,  to 
slow  their  spending  and  cut  back  on 
their  debt,  which  will  take  pressure 
off  credit  markets.  It  will  also  con- 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 
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rado,  historically  a  good  perfon 
that  is  now  selling  at  a  discoun 
book,  and  Great  Western  Financ 
the  holding  company  for  the  g; 
California  thrift. 

Stephen  Timbers  of  the  Portf 
Group  says  the  only  area  in  wl 
he  is  sticking  his  neck  out  is  pro 
ty  and  casualty  companies.  He's 
for  Cincinnati  Financial,  whicr 
calls   a   "real   class   act,"   sine 
hasn't  lost  any  money  during  . 
recent  bad  times,  and  SRI  Corjj  ^ 
smaller  insurer  doing  busines.'i  I 
the  mid-Atlantic  and  Southeast  I 

Loews  Corp.  is  another  prop 
and  casualty  name  I've  been  b 
ing.  Miller,  for  one,  discounts  pc 
ble  problems  with  the  tobacco 
of  its  business,  arguing  that  Lc 
stock  is  a  cheap  way  to  play  the 
in  the  life  and  property  and  casu 
cycle.  "In  essence,"  says  Mi 
"you're  buying  a  superior  comj 
that  should  have  an  attractive  '. 
return  on  equity  in  1986." 

After  the  rally,  then  what?  1\  ' 
money  runners  turn  rather  gloc  n 
Indeed,  a  lot  of  them  are  just  v  ut 
ing  for  the  runup  so  they  can  un  - 
some  dogs  and  settle  in  for  the  *jl 
of  the  year.  Timbers,  for  exarr  ,,* 
has  changed  his  portfolio  from  $$ 
gressive  to  defensive  stocks.  F  '■,? 
holding  National  Service  Industi  f851 
"a  boring  conglomerate  that  I  ^.' 
grows  10%  a  year,"  along  with  Ml> 
Bell  operating  companies.  And  (  !w 
Kurtz  feels  comfy  with  natura 
stocks,  which,  he  says,  will  p  *e 
out  over  the  next  12  to  18  mori'  :' 

The  only  really  contrarian  ti  cj.0 
I've  heard  are  the  oil  service  stc    o*e 
James  Brosnan  of  Shearson  Leh    !»j 
Brothers  thinks  any  world  e)d  * 
sion  will  return  the  initiative  t«j  ic  3 
Arabs  and  oil  prices  will  climb 
up  to  $35  a  barrel.  He  likes  Mc 
mott  International,  a  firm  prowl  ltf| 
marine  construction  services  t 
and  gas  companies,  and  Baker  I 
national,  which  sells  a  lot  of  It  ^ 
ware  to  the  industry.  (Brosnai 
the  way,  is  betting  on  a  strong 
before  Memorial  Day.) 

Insofar  as  there  is  a  con 
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among  money  managers,  it  is 
the  coming  rally  will  pierce 
magic  1300  barrier  on  the 
Jones  and  set  new  highs  foi 
Standard  6c  Poor's  500.  Few  of  t 
however,  are  sticking  with 
earlier  predictions  that  the 
could  hit  1400  by  the  end  o:|  '<*; 
year.  In  other  words,  any  m,  ™Sl 
spree  triggered  by  itchy  bulls  c  ■«,." 
be  just  that.  A  spree.  ■ 

'■■■i. 
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today's  nervous  stock  market  should  you... 

uy?  Sell?  Do  Nothing? 

re  specifically,  what  should  you  do  NOW  about 
lese  (or  1700  other)  fast-changing  stocks? 


)RP 

UTERVISION  CORP. 

>RODUCTS  CORP. 

0.  SWITCH 

4AN  KODAK 

MOTOR 

MOTORS 


GTE  CORP. 

INT'L  BUSINESS  MACH. 
MERRILL  LYNCH  &  CO. 
MOBIL  CORP. 
MORGAN  (J.R)  &  CO. 
NATL  SEMICONDUCTOR 
N.Y.  TIMES  CO. 


OCCIDENTAL  PETROLEUM 
TANDEM  COMPUTERS 
TEXACO,  INC. 
TEXAS  AIR  CORP. 
UNITED  TECHNOLOGIES 
WANG  LABS.  B' 
XEROX  CORP. 


ricked  the  21  stocks  above  for 
m— from  more  than  1700  regularly 
by  The  Value  Line  Investment 
■because  each  has  recently  been 
nost  active"  list  and  may  therefore 
ecial  interest. 

ck  market,  and  the  investment 
lerein,  are  now  going  through  a 
il  of  rapid  change.  This  is  no  time  to 
tr  hands.  It  is  urgent,  we  think,  that 
k  without  delay  every  stock  that  in- 
'  concerns  you  to  see  if  it  currently 
i  investment  credentials  most  im- 
)  you.  To  illustrate,  let's  look  at  the 
lited  above: 

IRMANCE:  Every  one  of  these 
if  one  time  or  another—  has  offered 
•>ect  of  superior  relative  price  per- 
.  Right  now,  however,  Value  Line 
iggest  that  8  of  these  stocks  should 
id  tor  the  time  being.  On  the  other 
estimate  that  7  of  the  stocks  above 
V  outperform  most  other  stocks  in 
12  months. 

[/:  7  of  the  stocks  listed  carry 
Value  Line  ratings  for  Safety, 
;they  have  typically  demonstrated 
rice  stability  than  the  majority  of 
lie  other  stocks  on  the  list  rate  only 
r  lower  on  this  score. 
The  dividend  yields  of  these 
timated  by  Value  Line  for  the  12 
lead  range  all  the  way  from  Nil  to 
teen  of  the  stocks  offer  yields 
4.  Only  6  stocks  provide  yields  of 
ler. 

*IATION:  Value  Line's  es- 
Appreciation  Potential  in  the  next 
rs  for  these  stocks  range  all  the 
0%  up  to  nearly  225%.  Six  stocks 
:erm  potentials  of  150%  or  higher. 

above  come  from  the  issue  of 
li  Value  Line  Survey.  For  actual 
■:  decisions,  be  sure  to  see  the 
wkly  Value  Line  edition.) 

■else  can  you  get  all 

? 

.in  gives  you  the  key  ratings  outlined 
ijjated  every  week,  for  EACH  of 
Bcs— so  you  can  make  coherent 
fins  of  any  stock  against  any 
mi  respect  to  the  investment  at- 
Hu  care  about.  In  addition,  Value 
■  rly  presents  comprehensive  full- 
leiarch  Reports,  with  15-year  vital 
»pr  each  of  1700  stocks.  We  apply 
legality  and  comprehensiveness  of 
!h  id  evaluation  not  only  to  virtually 
■name"  stock  (like  the  ones  listed 
B  also  to  more  than  a  thousand 
"  ocks— which  make  up  a  signifi- 
alif  a  great  many  portfolios.  We 
Irrwnen  YOUR  money  is  involved, 


an  investment  in  U.S.  FILTER  can  be  just  as 
important  as  the  same  amount  in  U.S. 
STEEL.  If  you  want  to  re-assess  your  stock 
portfolio  with  an  eye  to  greater  rewards 
and/or  lower  risks  in  today's  unusual 
market.  ...  if  you  want  to  make  rational 
decisions  about  what  stocks  to  hold,  sell,  or 
buy  now.  ...  we  believe  that  no  other  source 
even  comes  close  to  providing  the  help  that 
Value  Line  systematically  gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  urgen- 
tly suggest  you  sfay  away  from  the  400 
stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1  down 
to  5).  If  Safety  is  important  to  you,  we 
suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen"  of 
the  100  stocks  with  the  highest  yields, 
which  ranged  from  8.8%  to  14.4%.  (Value 
Line  4/5/85) 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years — showing  the  percen- 
tage change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  ranged  from  140%  to  810%.  (Value 
Line  4/5/85) 

e)  P/E  Ratio  and  current  price,  plus  es- 
timated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research 
Report  at  least  once  every  three  months- 
including  22  series  of  vital  financial  and 
operating  statistics  going  back  15  years  and 
estimated  3  to  5  years  ahead.  About  130 
new  full-page  Reports  like  this  are  issued 
each  week.  .  .  1700  every  13  weeks. 

INTRODUCTORY  OFFER 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10  weeks  for 
only  $50— about  HALF  the  regular  rate— if 
no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  two 
bonuses: 

BONUS  #1— 

Value  Line's  2000-page 
Investors  Reference 
Service  including  our 
latest  full-page  Reports 
on  each  of  1700 
stocks — fully  indexed 
and  looseleaf-bound  for 
easy  reference,  and 
systematically  updated 
by  new  full-page  Re- 
ports in  the  week's 
ahead. 

BONUS  #2— 

A  Subscriber's  Guide, 
the  72-page  "classic"  by 
Arnold  Bernhard,  Value 
Line's  founder  and  re- 
search chief,  revealing 
methods  of  stock  evalu- 
ation that  took  decades 
to  refine.  You  KEEP  this 
book  even  if  you  return 
the  other  material  for 
your  money  back. 

CALL  TOLL-FREE: 

If  you  have  Master  Card,  American 

Express  or  Visa,  phone  1-800-633-2252 

(Ext.  281)  24  hrs.  7  days  a  week. 


A  Subscriber's  Guide 

by 

Arnold  Bernhard 

Research  Chairman 
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The  Value  Line  Investment  Survey 

Value  Line,  Inc.,  711  Third  Avenue,  New  York,  N.Y.  10017 

Department  516B03 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $50  to 
The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$395  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

A      pocket-size     CREDIT 
CARD      LCD      CALCULA- 
TOR   given    to    you    when    |„._55"" 
you      order      The      Value    |_        ■  ■■■■■, 
Line  Investment  Survey  for  one  year. 
This   subscription    is   tax-deductible   and   non- 
assignable. Allow  4  weeks  for  delivery. 
Foreign  rates  upon  request. 


□  My  payment  is  enclosed.  D  Please  charge  to: 
D  American  Ex-p.  □  Master  Card  D  Visa 

Expiration  Date 

Account  # 

(N.Y.  residents  add  sales  tax.) 


Signature 


Name 


Address 


Apt.  No. 


City 


State 


Zip 


Commodities 


MONEY  &  INVESTMENTS 


The  spread  between  the  yields  on  T  bills 
and  CDs  is  relatively  small  now.  If  it 
widens,  it  could  produce  good  profits. 

YIELDING 
TO  QUALITY 


By  Stanley  W.  Angrist 


Each  trading  day  offers  a  world  of 
opportunities  for  commodities  trad- 
ers. The  problem  is  clearly  one  of 
trying  to  pick  those  that  offer  the 
greatest  return  for  the  least  risk. 
Contrary  to  what  you  might  have 
heard,  there  are  no  sure  things  in 
this — or  any  other — market.  If 
someone  you  don't  know  calls  you 
up  (especially  if  someone  you  don't 
know  calls  you  up)  and  offers  you  a 
can't-miss  trade  in  the  market — 
don't  write  a  check,  just  hang  up. 

Girard  Miller,  a  keen  market  ob- 
server from  Chicago,  has  suggested 
a  trade  that  seems  to  offer  a  reason- 
able level  of  return  when  compared 
with  its  risk.  It  involves  T  bills  and 
certificates  of  deposit  futures,  both 
traded  on  the  International  Mone- 
tary Market  of  the  Chicago  Mercan- 
tile Exchange.  T  bill  and  CD  futures 
are  both  based  on  three-month  debt 
instruments  on  $1  million  of  under- 
lying securities. 

The  interest  rate  on  CDs  is  al- 
ways higher  than  that  on  T  bills 
because  there  is  always  more  risk 
associated  with  any  privately  issued 
credit  instrument  than  with  govern- 
ment-backed T  bills.  Recently,  the 
spread  difference  between  Septem- 

Stanley  VV  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


ber  bills  and  CDs  has  been  under  75 
points.  This  is  relatively  cheap,  as 
the  spread  has  not  been  below  45 
points  in  this  business  cycle. 

As  the  business  cycle  matures, 
the  spread  usually  widens  in  favor 
of  bills  for  several  reasons.  First,  the 
quality  of  bank  loan  portfolios 
starts  to  deteriorate,  thus  nudging 
investors  to  the  higher-quality  bills. 
Moreover,  as  the  risk  of  recession 
becomes  clearer,  the  desire  for  qual- 
ity increases.  Hence  the  T-bill/CD 
spread  is  sometimes  termed  the 
fhght-to-quahty  spread.  Then  with 
the  business  cycle  aging,  capital  be- 
comes scarcer,  so  the  interest  rate 
on  CDs  rises.  Furthermore,  higher 
rates  make  investors  pay  more  at- 
tention to  the  fact  that  T-bill  inter- 
est is  exempt  from  state  and  local 
taxes.  (It  should  also  be  noted  that 


the  interest  rate  on  T  bills  and 
is  calculated  differently.  T  bill!  re 
sold  and  interest  is  calculated  I 
discount  basis,  while  the  intere;  m 
CDs  is  computed  on  an  add-or  &■ 
sis.  In  practical  terms  this  m  is 
that  an  8%  yield  on  a  90-day  T  b 
equivalent  to  an  8.16%  yield 
CD  with  the  same  maturity.) 

The  chart  shows  what  can 
pen  to  this  spread  in  a  few  w 
when  investors  start  to  worry  a 
creditworthiness.  In  this  case  it 
the  failure  of  an  Ohio  S&L.  I 
late  January  to  mid-March 
spread  widened  45  points.  Ren 
ber  that  T-bill/CD  spreads  can 
periods  of  both  volatility  and  q 
cence.  In  both  1980  and  1982  tl 
bill  premium  ranged  from  a  lo 
about  50  points  to  more  than 
points.  In  1983,  however, 
spread  was  never  more  than  a 
80  points  and  spent  most  oi 
year  under  60  points. 

The  trade  I  would  consider  is 
September  T  bills/short  Septei  < 
CDs,  with  the  bills  at  no  more  ■ 
a  75-point  premium.  I  would  ri?  m 
more    than    20    points    ($500  c 
spread)  from  my  entry  level, 
look  for  a  40-point  profit  ($1,00 
spread).  The  margin  on  this  sj 
is  an  unusually  low  $250,  so  tr; 
should  keep  in  mind  that  it  is  p 
ble,  following  my  suggestion 
lose  twice  the  margin  required 
the  spread.  Most  discount  bn 
would  require  that  you  pay 
missions  on  both  the  bills  an 
CDs,  for  a  total  of  about  $51 
spread.  ■ 
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Flight  to  quality 


With  the  current  upward  phase  of  the  business  cycle  well  along,  it  is  reason 
to  expect  that  the  difference  in  yields  between  September  T  bills  and  CDs 
widen.  In  the  past,  as  investors  started  to  worry  about  higher  interest  rates 
deteriorating  bank  loans,  they  showed  their  preference  for  T  bills  over  CD: 
history  repeats,  this  spread  could  produce  some  generous  profits. 
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*EAL  ESTATE 


REAL  ESTATE 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


GRAND  RIVER  RANCH 


:  of  the  best  COLORADO  MOUNTAIN  RANCHES  ever  assembled! 
Over  28,000  deeded  acres  plus  several  thousand  acres  of  State.  BLM 
and  National  Forest  leases;  located  at  Kremmling,  Colorado,  approxi- 
mately 100  miles  N.W.  of  Denver,  approximately  5,000  acres  irrigated 
with  abundant  water  and  reservoir  rights,  suitable  to  run  cows,  year- 
lings, or  sell  mountain  hay,  all  owner's  mineral  rights  included:  five 
sets  of  ranch  improvements  which  are  all  in  excellent  condition  and 
provide  a  large  depreciation  schedule. 

In  the  heart  of  all  types  of  Colorado  recreation,  several  miles  of  stream 
and  river  fishing,  big  game,  grouse,  duck  and  other  bird  population; 
less  than  one  hour's  drive  from  five  major  ski  areas.  All  things 
"""  ^considered — Cattle  ranch,  recreation,  improvements,  water  rights 
location — this  is  one  of  the  best.  For  complete  details,  call  or  write: 
n~< — ~  •    
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ORR  T*MM B  COMPAN Y1 

420  E.  58th  Ave..  Suite  155.  Denver.  CO  80216 
(303)  295-1313 


LEY  RANCH— Perhaps 
nous  and  prestigious  of  the 
Ic  ranches  is  being  publicly 
I  sale  for  the  first  time.  40 
I  Cody  at  the  head  of  the 
fk  Valley,  virtually  sur- 

1   National  Forest  and  the 
i/ilderness.  Historic  build- 
ork  and  artifacts  are  in- 
jig  with  a  deeded  base  in 

Iiming's  most  spectacular 
ul  settings.  Contact  ex- 
'  t  for  sellers  for  a  once  in  a 
feortunity.  Hall  &  Hall, 
(Box  1924,  Billings.  MT 
252-2155. 


SES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

with  your  name  and 
llddress  to: 
E  >NES  BOX  CORP. 
«[B,  P.O  Box  5120 
I  lphia,  PA  19141 


PjlATION  ON  FORBES 
R(T  CLASSIFIED 
EOR  CALL: 
A  LOREN 
CLASSIFIED 

iwYork.  N  Y.  10011 

620-2440 


Caribbean  homes, 
land,  businesses 

Pages  of  "FOR  SALE''  listings  in  our  monthly 
island-by-island  Reports  PLUS  objective,  current 
news  on  politics,  economy,  tax  laws,  who  to  con- 
tact And  you  save  on  travel,  hotels  and  more 
Send  $3  lor  Sample  Report  PLUS  new  bulletin  '3 
Islands  We  Pick  lor  Investment  Now  ' 

Island  Properties  Report 

Box  58FS  me  4,  Woodstock,  VT  05091 
BUSINESS  OPPORTUNITIES 


mKmJf 
WBSM 


c$) 


13.000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800  327  9630 
In  Flo  call  305  462  2524 


500%  RETURN  IN  12  MONTHS? 


Yesl  5  times  your  investment  in  a  12  month 
period  and  without  you  having  to  do  anything' 
You  are  the  silent  investor  —  we  do  all  the  work 
for  youl 

Call  us  and  obtain  our  program.  Study  it  and 
consult  your  CPA,  Lawyer  or  Banker.  Our 
program  and  products  are  with  the  medical 
profession  and  large  industries  world-wide 
Call  Mr.  T  Themy,  President  at  801  532  5600, 
Utah 


BUSINESS  OPPORTUNITIES 

Profitable,  established  businesses  located 
west  of  the  Mississippi  lor  sale  by  owners. 
Many  owner  financed.  All  price  ranges  avail- 
able. Over  500  to  choose  from.  Call  Collect 
Mr.  Paul  Grillos 
AFFILIATED 
BUSINESS  CONSULTANTS 
Box  6339.  Co.  Spgs.  CO  80934 

..  (303)630-8188     , 

No  fee  to  buyer  involved 


MEETING  PLANNER  NETWORK 


•  Add  to  your  income  of  your  company  s  botiom  line  by 
receiving  the  highest  commissions  on  the  groups/meelings 
or  travel  you  book 

•  A  unique  concept  tor  M  500  that  includes  lull  package  lor 
beginning  or  experienced  planners 

305/394-3500 
Intl.  Conference  Network,  Inc. 

1515  N.  Federal  Hwy     #300 
Boca  Raton.  Fla    33432  USA 


3ianvpUn  Mali,  £td. 


BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms;  By  having  your  com- 
pany name  or  logo  "on  a 
quality  product  from 
HAMPTON  HALL,  LTD. 

For  nearly  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

l'lease  call  or  write  for  our 
brochure. 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 

New  York,  N.Y.  10001 

Suite  903-04 

(212)  685-2440 

(Minimum  order 

150  pieces  per  item) 

Dept.  FB6 


EXECUTIVE  SERVICES 


GOT  A  KNOTTY  PROBLEM? 


tiecleaning 

by  tiecrafters 

Uur  expert  handwork  does  wonders 
in  restoring  the  beauty    brightness 
and  shape  of  fine  neckwear  It's  the 
beat  care  your  lies  can  get        ObQ 
Mm  4  ties 

ties  narrowed 

ALL  BY  HAND 
You  can  trust  tiecrafters  for  the 
finest  hand  shaping  and  sewing 
Ties  look    just  bought       fiOO, 


EXECUTIVE  GIFTS 


MAILORDERS 
AddS2.00 

FREE 
Tips  on 


-tiecrjtfters 


nlyt7  50e 
n       M>n  4  ties 

.  since  1952 


1 1 S  East  27th  St.  New  York,  N.Y. 
(212)807-7676     •      10016 


MAILING  LISTS 


FREECAT^fpGUE 

^ki^^xfe 

■  IvissVvS*  '\  \¥> 

^         V^.,   fjrs,  anj  tar|y  editions  of 

4»V   \  ,'■  i  -  English  literature  and  history. 

'Ax-       Greek  and  Latin  classics,  etc. 
Write  or  call:  >-*& '/.  ;i\"T:\  V 

G.W.  Stuart,  Jr.  Rare  Booksi}\\ 
1472  Gateway  Drive  j®£>  $%.    - 

Yuma,  A  rizona  85364,  ^-<**y&~ 

(602)  781-6742''  Sj^-' 

« ' .,  -as?- ;,: 

BUSINESS  LISTS 
FROM  YELLOW  PAGES 


Need  a  list  or  Mailing  Labels  for  any  Yellow 

Page  Category  in  U.S.?  Call  (402)  331-7169 

lor  our  Tree  catalog  today,  or  write  to: 

American  Business  Lists  Inc. 

P  O.  Box  27347,  Dept.  1225 
Omaha,  Nebraska  68127 


BUSINESS  OPPORTUNITIES 

OWN  YOUR  OWN  BUSINESS 

$28,000 

Cost  of  inventory  only.  Market  National  brand 
named  product.  Complete  marketing  program. 
Guaranteed  results.  Train  at  corporate  headquar- 
ters in  Grand  Rapids,  ML  Expenses  paid  to  quali- 
fied respondents.  One  call  explains  complete  busi- 
ness program.  CALL  TOLL  FREE:  1-800-328- 
2080.  In  MI  call  collect  (616)  243-2647. 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog.  Satisfaction  Gtd 
for  18  yrs!  Member:  Jewelers  Board  of 
Trade.  Chamber  Commerce,  American 
C-em  Trade  Assn. 

HOUSE  OF  ONYX 

No.  One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1 -800-626-8352 

EXECUTIVE  SERVICES*"" 
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SLIM  TIES  UJ. 
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S:CapitalistToor 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


Streetwalker 


1 


Selling  gypsum  short 

Tlhe  negligence  lawyers  are  drooling 
in  anticipation,  the  shorts  are  hop- 
ing for  a  killing,  and  the  already  bat- 
tered building  materials  industry  is 
bracing  for  yet  another  epidemic  of 
lawsuits.  Blame  poor  Mrs.  Eppers. 

Last  November  Leona  Eppers  died 
from  mesothelioma — a  rare  asbestos- 
related  cancer  that  manifests  itself  20 
to  40  years  after  exposure.  Mrs.  Eppers 
spent  24  years  as  a  school  cafeteria 
worker  in  Antioch,  111.  You  guessed  it: 
A  lawyer  filed  a  $500,000  personal 
injury  suit  against  the  building  mate- 
rials industry  on  behalf  of  her  estate. 

This  has  fired  up  short-sellers  be- 
cause friable  asbestos  products  sup- 
plied by  gypsum  companies  and  oth- 
ers   are    currently    in    some    31,000 


USG's  new  annual  report 
Will  insulation  help? 


schools  and  700,000  other  buildings. 
A  slew  of  property  damage  suits  is 
already  pending.  Next,  it  could  turn 
out  that  the  courts  might  rule  that 
anybody  who  ever  went  to  those 
schools  or  worked  in  those  buildings 
is  a  potential  victim — and  plaintiff. 
The  three  main  gypsum  defendants — 
USG  Corp.,  National  Gypsum  and 
W.R.  Grace — say  the  results  of  such 
litigation  won't  hurt  them  much  fi- 
nancially. Even  if  the  companies  lose 
a  few  cases,  they  contend,  their  insur- 
ance will  cover  the  costs.  But  gypsum 
insurers  claim  these  defendants  aren't 
covered.  Some  allege  that  the  indus- 
try knew  asbestos  was  dangerous  as 
early  as  the  1930s. 

Where  there  is  potential  trouble 
there  will  be  negligence  lawyers  and 
short-sellers.  Among  the  gypsum 
shorts  is  Gilford  Securities,  the  New 
York  City  firm  that  scored  big  in  Bald- 
win-United. Benjamin  Kopin,  director 
of  research,  claims  the  potential  prop- 
erty damage  liability  for  USG  alone  is 
a  very  conservative  $2  billion.  And 


258 


that's  not  counting  any  punitive  dam- 
ages and  personal  injury  claims,  like 
Mrs.  Eppers'.  He  figures  USG's  insur- 
ance might  cover  $700  million.  USG's 
common  equity:  only  $900  million. 

But  before  you  sell  short  USG  (33 
million  NYSE  shares),  consider: 

•  The  Leona  Eppers  case  is  far  from 
open  and  shut.  Her  husband  recalls 
that  she  worked  at  Manville's  Wauke- 
gan,  111.  plant  for  about  a  month  dur- 
ing World  War  II.  Manville  will  nei- 
ther confirm  nor  deny  this. 

•  Others  have  died  of  mesotheli- 
oma, including  actor  Steve  McQueen. 
And  they  never  worked  in  asbestos 
processing  or  construction  either. 

•  Gypsum  companies  won  their 
first  property  damage  case  to  go 
through  trial  in  a  federal  court. 

Right  now  it  doesn't  look  good  for 
the  shorts.  After  falling  to  26%  in 
December,  USG  recently  was  back  up 
to  35 — just  shy  of  its  alltime  high.  As 
for  its  finances,  they're  rock-solid.  Re- 
turn on  equity  is  an  impressive 
23.5%;  the  debt-to-equity  ratio  is  just 
0.3-to-1.0;  and  USG  sells  for  about 
four  times  pretax  cash  flow.  Mean- 
while, USG  has  tried  to  insulate  itself 
from  the  depredations  of  the  legal  pro- 
fession by  setting  up  a  holding  com- 
pany that  separates  its  asbestos-relat- 
ed business  from  other  operations. 

But  the  shorts  aren't  giving  up.  Be- 
tween mid-March  and  mid-April, 
when  the  total  Big  Board  short  inter- 
est decreased  11%,  USG's  almost 
doubled,  to  425,658  shares.  Gilford 
and  the  other  shorts  are  hoping  the 
Eppers  jury  finds  that  asbestos  ceiling 
material  caused  her  mesothelioma. 
(Another  case  to  watch  is  the  nation- 
wide property  damage  class  action 
filed  by  schools  in  Philadelphia  in  fed- 
eral court.  If  this  goes  to  trial,  it  could 
decide  whether  gypsum  companies 
are  liable  for  punitive  damages.)  The 
shorts  watch  the  courts  closely,  ready 
to  take  cover  if  they  rule  in  favor  of 
the  companies. — Matthew  Schifrin 


Fond  of  Honda 

W'  orried  about  the  impact  that 
higher  Japanese  auto  shipments 
may  have  on  Detroit  auto  stocks?  An- 
alyst Wendy  Beale  of  Smith  Barney 
recommends  American  Depositary 
Receipts  of  $10.2  billion  (sales)  Honda 
Motor  Co.  There  are  891  million  com- 
mon outstanding;  each  NYSE-listed 
ADR  is  equal  to  10  shares.  Recent 
ADR  price:  53'/2.  Honda  is  expanding 


capacity  both  in  Japan,  its  horn' 
ket,  and  in  North  America,  whi 
counts  for  about  80%  of  consol 
results.  Already  accounting  foi 
of  the  U.S.  auto  market,  Horn 
cording  to  Beale,  will  raise  its 
here  to  8%  by  1987.  The  comp 
spending  $240  million  througl 
to  expand  its  Marysville,  Ohio 


Here  comes  Honda 

A  smooth  ride  in  the  market. 
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That  makes  Honda  less  vul: 
than  other  Japanese  carmakers  r, 
Washington  crack  down  on  Ja 
trade  practices.  Marysville's 
workers  now  manufacture  1 
cars  a  year,  or  71  per  worker.  H 
doubling  capacity  to  300,000 
creasing  the  number  of  worl 
2,800.  The  new  rate  of  prodi 
will  be  107  cars  per  man.  Ho 
this  compare  with  the  comp( 
The  most  efficient  UAW-r 
plant  in  the  U.S.  annually  turn; 
cars  per  worker.  Honda  also  is 
up  a  dealer  network  next  year 
ket  its  new  cars,  named  HX  ai 
gra.  The  sales  pitch  will  stress 
luxury  and  performance  ratru 
Honda's  current  family  car 
Beale  estimates  Honda's  earnii 
rise  18%,  to  $6.30  per  ADR, 
fiscal  year  ending  Feb.  28,  19' 
following  year  earnings  again 
increase  at  that  rate,  to  $7.3C 
recent  prices,  Honda's  ADRs  s 
discount  P/E  of  8.5.  Beale  thi: 
stock  will  go  to  70  within  a 
handsome  30%  gain.— Thomas 


Shopping  around? 

Lately  smallish  regional  reta: 
la  hot  commodity.  Last  yei 
oper  Alfred  Taubman  snap 
Washington's  Woodward  &  I 
Strawbridge  &  Clothier  of  P 
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under  siege  by  New  York  mon- 
nager  Ron  Baron  and  clients, 
iayre  is  buying  Gaylords  Na- 
Moving  up  in  size,  G.C.  Mur- 
.st  fell  to  Ames  Department 
So  don't  be  surprised  if  sooner 
:  somebody  knocks  on  the  door 
million  (sales)  Jacobson  Stores 
,ckson,    Mich. -based   Jacobson 
;s  Lord  &  Taylor-type  specialty 
nent  stores  primarily  in  Michi- 
i  Florida,  where  it  expanded  in 
verities.   Last  year  the   corn- 
earnings  were  up  21%,  to  $2.52 
,  and  in  1985  they  are  expected 
:h  $2.85  or  so.  So  at  a  recent 
f  24 Vi,  the  o-t-c  stock  sells  for  a 
9  times  this  year's  estimated 
;s.  Plus  there  are  a  couple  of 
j.    The    company    owns    the 
;an  stores  as  well  as  the  land 
on.  It  also  has  a  big  LIFO  re- 
-18%  of  gross  inventory.  It  is 
ted    that    Jacobson's     assets, 
up,  are  worth  $35  to  $40  a 
ersus  their  stated  book  value  of 
115.  The  current  chairman  is  a 
lily  man,  but  Jacobson  is  con- 
by  the  Rosenfeld  family  and 
nsiders,  who  own  more  than 
:  the  2.1  million  shares — so  the 
:kholders  are  certainly  mind- 
store.  The  president  is  Mark 
•Id,  39.  The  thinly  traded  stock 
o  go  up  even  without  a  deal, 
eanwhile,   who  knows  what 
ppen?  An  offer  might  come 
iat  is  too  good  to  resist. — T.J. 


•hopping 

er       overlooked       over-the- 
iter  is   $361    million    (sales) 
Markets  Inc.,  a  food  retailer  in 
ind  northern  New  York  State 
g  primarily  under  the  Great 
In  and  Victory  names.  Like 
ii,  Victory  also  is  an  underval- 
I  estate  and  overstated  LIFO 
■  there's  much  more,  says  Ste- 
Rinress  of  Los  Angeles  invest- 
fcker  L.H.  Friend  &  Co.  Not 
I)    Victory    went    into    food 
es,  ing  and  this  year  opened  a  big 
niigerated  warehouse.  Conse- 
|  Victory's    depreciation    ex- 
es ,>se  sharply,  and  so  did  infer- 
os!. These  combined  to  knock 
ehings  down  15%,  to  $1.46  a 
9t  cash  flow — the  real  bottom 
-iireased  to  $4.20  a  share.  At  a 
it  {ice  of  nearly  17,  the  1.6  mil- 
|jj:s  sell  for  a  cheap  four  times 
I  1985  cash  flow.  Weinress 
irnings  could  be  over  $2  a 
1.985.  Who  says  there  are  no 
il^am-type  bargains  left?— T.J. 


The  1985  Forbes  Executive 
Holiday  Gift  Collection 

Forbes'  November  4, 1985  issue  (delivered  to  subscribers 
October  21)  offers  the  best  solution  for  both  gift-givers 
and  consumer  product  advertisers. 

This  issue  of  Forbes  will  feature  the  1985  Forbes  Executive 
Holiday  Gift  Collection,  an  annual  source  of  ideas  for 
presents  and  an  exceptional  setting  for  consumer  advertising 
messages  directed  at  the  affluent  men  and  women  who 
regularly  turn  to  Forbes. 

Don't  miss  out!  For  information  on  how  to  participate, 
use  the  coupon  below  or  call:  George  C.  Clissold,  Consumer 
Advertising  Manager,  (212)  620-2231  or  Linda  Loren, 
Advertising  Sales  Representative,  (212)  620-2440. 


Forbes  Magazine 

60  Fifth  Avenue/New  York,  NY  lOOlT 

Attention:  Ms.  Linda  Loren 

I  am  interested  in  learning  more  about  advertising 

in  the  1985  Executive  Holiday  Gift  Collection. 

Name Title 


Company 
Address  _ 
State 


_Zip 


_City 

-Telephone 


I.  ME  3,  1985 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Abbeville  Press 27 

Abbott  Laboratories  238 

Aetna  Life  &  Casualty 68 

AFA  Protective  Systems  38 

Affiliated  Bankshares  of  Colorado  250 

H.F.  Ahmanson  42 

Ahrens  Barrell  96 

Air  Canada 208 

Air  France  208 

Airborne  Freight  250 

Alcasa  48 

American  Bakeries  174 

American  Broadcasting  40,  252 

American  Can  104 

American  Capital  Government 

Securities  104 

American  Express  108,    166,    178,  250 

American  Monitor  238 

American  Motors  92 

Amentech 250 

Ames  Department  Stores  258 

AMR  208,  250 

Amway  104 

Arthur  Andersen  214 

Antique  Toy  World 26 

Apple  Computer 48,  214 

Arvin  Industries  234 

Asahi  Optical  88 

ASC  92 

Ashton-Tate  202 

Associated  Hospital  Service  263 

Associated  Madison  104 

Atlantic  Richfield  232 

Austin  Rover  8 

Baker,  Fentress  246 

Baker  International  250 

Baldwin  Securities  246 

Baldwin-United  258 

Bantam  Books 251 

Baron  Capital  Management  258 

BAT  Industries  8 

Baxter  Travenol  238 

L.L.  Bean  .". 174 

Beatrice  193,  208 

Bell  Atlantic  250 

BellSouth  250 

Bendix  108 

Benico  Holding 68 

Berkshire  Hathaway 38,  40 

Bevendge  Business  Systems  193 

D.W.  Beveridge  &  Associates  193 

Bigelow  214 

Karl  Bissinger  French 

Confections 208 

D.H.  Blair 246 

BMW  14 

Boeing  14 

Boston  Consulting  Group  238 

British  Airways  208 

British  Caledonian  Airways  208 

British  Petroleum  80 

Burger  King  193 

California  Hotel  &.  Casino  66 


Canon  88 

Capital  Cities  Communications  40,  252 

Captive  Insurance  Company  Reports 18 

Cargill  80 

Carnival  Cruise  Lines  208 

Cars  &  Concepts  92 

CBS  38,  228 

Champion  Products  251 

Charlotte  Gardens 25 

Charter 54 

Chatham  Manufacturing  251 

Chemical  New  York  48 

Chrysler  92,    114,    186 

Cigna 68 

Cincinnati  Financial  250 

Citicorp 48,  62 

Coastal  80 

Commodities  Corp  236 

ComputerWorks 202 

Coniston  Partners  234 

Consultant  Dataquest 166 

Continental  Bakeries  174 

Continental  Illinois  189 

Coopers  &  Lybrand  182 

Crane  &.  Co  8 

Crown  Publishers 27 

CSX  196 

Cumberland  Farms  80 

Curtis  Publishing  192 

Daily  Record 26 

Daimler-Benz  14,   74 

Data  General  114 

Delta  Air  Lines 208,  250 

Denver  Revitalization  Partnership  I  25 

Deutsche  Bank  62 

Diamond  Shamrock  189 

Walt  Disney  Productions 54 

George  H.  Doran  251 

Doubleday  251 

Dow  Jones 26,  38,   114 

Drexel  Burnham  Lambert  40,  236 

Eastern  Air  Lines 208 

Eastman  Kodak  99 

Eaton  166 

/he  Economist  25 

EDO  108 

Electro-Nucleonics  238 

Emery  Air  Freight  250 

Enterprise  Foundation  25 

Equitable  Investment  Management 250 

Equitable  Life  Assurance  99 

Ernst  &  Whinney  182 

Esmark 174 

Ethyl  68 

Exxon  80,  222 

Federal  Express  214 

Ferrari  14 

Fidelity  Destiny  104 

Fidelity  Investments  246 

Financial  Corp  of  America  6,  42,    189 

First  Boston  178 

First  Executive  68 

First  Interstate  Bank  of  Nevada  66 


First  Investors 

First  Jersey  Securities 

Flowers  Industries  

Ford  Motor 14,  74, 

Franklin  

L.H.  Friend 

Gamco  Investors  

Gamma  Biologicals  

Gannett 

Gaylords  National 

General  Dynamics  

General  Electric  99,  '. 

General  Foods 

General  Mills  

General  Motors  10,  74,92,99, 

General  Signal  

Gilford  Securities  

Goldman,  Sachs  14 

Samuel  Goldwyn 

Gould  

Government  National  Mortgage 
Association  

W.R.  Grace  

Graham-Newman  

Grand  Metropolitan  

Great  Western  Financial  

GTE 

Hallmark  Cards  

Hammermill 

Harper  &  Row  Publishers 

Hearst  

Gerald  D.  Hines  

Hitachi  

Holiday  

Honda  Motor  8, 

Horseshoe  Club 

Hospital  Corp  of  America  

Houston  Natural  Gas 

Humana  

Hurst  Performance 

E.F.  Hutton  

Huver  &  Associates  

Hyatt  

IBM  10,48,99,192, 

IC  Industries 

Illinois  Bell  

Insurance  Forum  

Integrated  Circuit  Testing  

Interalumina 

Intermountain  Power  Agency  

International  Dynergy  

InterNorth  

Interstate  Bakeries  

Intersteel  Technology  

Investment  Strategist  

Investors  Funding 

ITJ  International  

Jacobson  Stores 

Jaguar  

Kansas  City  Royals  

Kimberly-Clark  

Kleinwort  Benson 

KLM  
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Odyssey  223 

Office  Automation 226 

Olympia  &  York  Developments  43 

Olympus  Optical 88 

Oppenheimer 104 

Orinoco  Steel 48 

Pacific  Telesis  250 

L.C.  Page  251 

Paine  Webber 180,  249 

Pan  Am  208 

Pasadena  Energy  62 

PennCorp  Financial  104 

J.C.  Penney  99 

Piedmont  Aviation 208 

Pioneer 104 

Playboy  Enterprises 165 

Polaroid 263 

Polyconomics  31 

Porsche  14 

Portfolio  Group  250 

Procter  &.  Gamble  214 

Prudential  Insurance  104 

Rand  Corp 42 

Rapid- American  66 

Raritan  River  Steel  198 

Raychem  251 

Raytheon  108 

RCA  263 

Renault  14 

Republic  Airlines  208 

RepubhcBank  , 78 

Research  &  Forecasts  8 

Roger  Richmond  Productions  192 

Ricoh 88 

Ringler  Associates 68 

Rockwell  International  14,   166 

Rolm  14 

Royal  Dutch/Shell  80 

Royal  Viking  Cruise  Lines  208 

Saab- Scania  92 

SAB  Harmon  Industries  196 

Safeco  68 

Safeguard  Business  Systems  226 

Sahara  Resorts  66 

Salomon  Brothers  43,   178 

Sanyo  186 

Scandinavian  Airlines  System 208 

Sears,  Roebuck  192 

Security  Management  18 

J.&W.  Seligman  244 

Sequoia  Fund  38 

Sharp  186 

Shop  &  Go  165 

Siemens  62 

Simon  &.  Schuster  27 

Singapore  Airlines  208 

Smith  Barney,  Harris  Upham  249,  258 

Ron  Smith's  Celebrity-Look-alikes 192 

Software  Publishing  202 

Sonderhng  Broadcasting  38 

Southern  California  Edison  170 

Southern  Railway 104 

Southland  80,   165 


Southwestern  Bell  250 

Southwestern  Bell  Publications  193 

Sperry  14,   178 

SRI 250 

St.  Joe  Paper 54 

Storer  Communications  234 

Strawbridge  &.  Clothier  258 

Summa 66 

Systema  193 

Taubman  258 

Techno  Venture  Management 62 

Tecumseh  Products  234 

Texaco  38,  80 

Texas  Air  208 

Time  38 

Titan  Group 96 

Toshiba  186 

Touche  Ross  180 

Toyota 92 

Toys  "R"  Us 114 

Trafalgar  House  208 

Trans  World  Airlines  208,  232 

Transco  78 

Travel  Discounts  International  208 

Tribune  26 

TRW 14,    166 

Turner  Broadcasting  System  214 

Tweedy,  Browne 38 

Twentieth  Century-Fox  40 

UAL  20,  208,  250 

Union  Carbide  214 

Union-Miles  Coalition  25 

United  Financial  42 

United  Press  International  26 

Unity  Savings  Association  189 

U.S.  Steel  48,  214 

US  West 250 

USG  258 
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Value  Line  38 

Vanessi's  Restaurant  20 

Victory  Markets  259 

VLSI  Research  166 

Volkswagen  14,   74 

Waddell  &  Reed  104 

S.G.  Warburg  223 

Ward  Howell  International 10 

Washington  Post  26 

Waste  Management  178 

Del  E.  Webb  66 

Western  Air  Lines  208 

Western  Pacific  Industries 38 

Wickes  114 

A.L.  Williams  104 

A.L.  Williams  Agency 104 

Art  Williams  Agency  104 

Windsor  Fund  38 

Wyatt  Energy 80 

Yashica  88 

Arthur  Young  182 
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The  Case  for  Advertising  in  Forbes' 

Information  Industry  Supplements  i 

Stronger  Than  Ever 

Schedule  your  campaign  in  the  Forbes/Yankee  Group  Series  of 
Advertising  Supplements—  "Case  Studies: 
Linking  Information  SystemsTo  Business  Strategy." 
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Traditionally,  business 
expertise  is  described  in 
terms  of  marketing, 
finance,  distribution, 
service  or  science.  But 
in  today's  high-tech 
world,  the  new  level  of 
competence  will  be  described  by  how  well 
companies  tie  communications  and  information 
systems  to  business  strategy. 

Developing  this  new  area  of  competence  is 
now  an  imperative  for  every  business,  large  and 
small.  And  that's  the  issue  the  Forbes/Yankee 
Group  series  of  supplements  will  address — how  strategy 
and  information  systems  interact —  through  the  case 
study  approach. 

By  illustrating  how  companies  of  all  sizes  have  succeed 
ed  in  developing  this  new  level  of  high-tech  competence,  the 
supplements  will  be  of  exceptional  interest  to  Forbes' upper 


1  Ion 
I  iiin 


I  lties, 

1 


i  mtiv 

management  auc 

Marketers  will  i  >sm 
from  these  unmsn  iedth 
advertiser  values  » x 
positive  editorial  jM' 
ronment  that  adc:  J'* 
impact  and  visibi  " 
your  message* 
study  participatic 
for  all  full  page  o  I 
advertisers*  Exl 
trade  show  distrih 
Reprint  mailings 
decision  makers  who  account  for  nearly  $20  bill! 
in  DP/EDP  purchases  •  Reader  response  card  a 
toll-free  telephone  inquiry  service  •    Free  reprinj 
Send  for  your  free  media  kit  describing  in  full  t  j 
the  Forbes/Yankee  Group  series  of  special  sup  I 
ments  scheduled  for  1985.  ,*, 


"Case  Studies:  Linking  Information  Systems  to  Business  Strategy" 

Supplement  Issue  Date 


Ad  Close 


Business  Equipment 

Feb.  25 

Dec.  31,  1984 

"Just-in-Time "  Manufacturing 

Apr.  8 

Feb.  11 

Personal  Computing 

May  20 

Mar.  25 

Data  Processing 

Jul.  1 

May  6 

Business  Communications 

Sept.  23 

Jul.  29 

Office  Automation 

Nov.  4 

Sept.  9 

Software  &  Services 

Dec.  16 

Oct.  21 

Contact: 

Arnold  J.  Prives 

Director  of  Special  Projects 
Forbes  Magazine 
60  Fifth  Avenue 
New  York,  N.Y  10011 
Tel:  212/620-2224. 
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1985  Forbes/Yankee  Group  Series  of  Supplements 
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Flashbacks 


Edited  bv  Dero  A.  Saunders 


more  things  change. . . ." 
from  past  issues  of  Forbes 


years  ago  in  Forbes 

issue  of  June  I.  1925) 

ial  and  business  sentiment 
i  heartened  by  authoritative 
ons  that  federal  taxes  will  be 
>stantially  cut,  thanks  to  the 
itration's  rigid  economy  and 
3  public  receipts  resulting 
r  national  prosperity, 
atest  foreign  trade  figures  fur- 
)leasant  surprise.  Exports  of 
illion  during  April  .  .  .  out- 
ur  imports  by  $51  million." 

beginning  of  the  fifth  year  of 
radio  has  two  great  business 
lities,  as  I  see  it  today, 
s  the  farm.  Forty  million  per- 
on  the  farms  of  this  country, 
arative  isolation.  Radio,  as  a 
5azine  recently  put  it,  is  bet- 
■  than  any  other  invention  'to 
Itar  out  of  farming. '  And  yet  it 
tted  that  only  5%  of  our  farms 
fios.  Ninety-five  percent  re- 
ie  sold. 

acond  is  South  America." 
•RCA  President  J.G.  Harbord 


life  is  far  from  drudgery,"  said 
Tech  for  farm  radio,  "when  it 
|  e  to  the  tune  of  a  snappy  fox- 
westing  talk  on  the  radio" 


at  ons  on  the  New  York 
Exiange  during  April  totaled 
,11  shares,  an  increase  of 
>CH|  shares  compared  with  a 
Sdind  3,650,200  shares  com- 
m  April  1923.  Daily  average 
:*i  1,003,884  shares." 


y  ars  ago 

wife  of  June  1,  1935) 

i  it  May  Governor  Wilbur  L. 
sig'ed  Connecticut's  old-age 
nil,  he  lifted  the  roster  of 


New  York's  Associated  Hospital  Service 
signs  up  its  first  members  in  May  1935 

states  which  have  legally  established 
such  systems  to  a  new  high:  32.  .  .  . 

"The  maximum  pension  is  usually 
around  $30  a  month,  payable  monthly 
or  quarterly,-  the  high  is  $45,  the  low 
$12.50.  But  maximum  pensions  are 
not  actual  pensions.  In  the  21  states 
where  statistics  are  available,  the  ac- 
tual average  payment  per  person  in 
1933  fell  between  Indiana's  $6.13  and 
Maryland's  $29.90  a  month." 

"Research  is  a  way  of  finding  out 
what  you  are  going  to  do  when  you 
can't  keep  on  doing  what  you  are  do- 
ing now.  .  .  .  Research  is  industrial 
prospecting.  We  believe  that  there  are 
still  things  left  to  be  discovered.  We 
have  only  stumbled  upon  a  few  bar- 
rels of  physical  laws  from  the  great 
pool  of  knowledge.  Some  day  we  are 
going  to  hit  a  gusher  that  will  keep  us 
industrially  busy  for  a  long  time  to 
come  refining  the  new  oil  of  knowl- 
edge and  making  it  into  useful  new 
products." 

— GM  research  head  C.F.  Kettering 

Twenty-five  years  ago 

(From  the  issue  of  June  1,  1960) 

"The  U.S.  Treasury  planned  to  bor- 
row a  mere  $13  billion  in  marketable 
securities  [in  I960].  Moreover,  all  of 
that  would  be  refunding:  Where  the 
Treasury  had  added  some  $12.8  bil- 
lion in  new  debt  last  year,  this  year  it 
planned  to  add  none.  By  using  some  of 
the  $4.2  billion  budget  surplus  antici- 
pated in  fiscal  1961,  the  Treasury  ac- 
tually planned  to  whittle  down  the 
debt  by  a  billion  or  so." 

"The  Air  Force  today  is  a  troubled 
service,  caught  in  a  triangular 
squeeze.  ...  At  one  corner  of  this  tri- 


angle is  a  relentless  potential  aggres- 
sor, now  pressing  at  every  frontier  of 
science.  At  the  second:  a  sternly 
limited  budget.  At  the  third:  a  racing 
technology  which  has  sent  weapons 
costs  skyrocketing  and  threatens  to 
undermine  the  air  arm's  flexibility,  if 
not  its  deterrent  strength." 

"How  do  the  no-load  mutual  funds  do 
in  comparison  with  their  more  expen- 
sive brethren  that  charge  8%  loads? 
So  far  as  the  first  five  months  of  1960 
were  concerned,  the  answer  would  be: 
about  the  same.  By  mid-May  Standard 
&.  Poor's  average  of  500  stocks  was 
down  7.6%  from  the  year-end. 
Forbes'  average  of  the  ten  biggest 
stock  mutual  funds  was  down  6.6%. 
And  the  no-load  funds?  The  ten  larg- 
est no-load  stock  funds  were  off  a 
slightly  smaller  5.3%  on  average." 

Ten  years  ago 

(From  the  issue  of  June  1,  1975) 

"\  don't  regard  it  as  normal  for  a  hu- 
man being  to  have  an  eight-hour  day, 
with  two  long  coffee  breaks,  with  a 
martini  at  lunch,  with  a  sleepy  period 
in  the  afternoon  and  a  rush  home  to 
the  next  martini.  I  don't  think  that 
can  be  dignified  by  calling  it  working, 
and  I  don't  think  people  should  be 
paid  for  it." 
— Polaroid  founder  Dr.  Edwin  Land 

"In  1967  Malcolm  Forbes  and  two  of 

his  associates  threw  darts  at  the  stock 
market  page  in  the  New  York  Times. 
Thus  was  created  Forbes  magazine's 
hypothetical  Dart  Board  Fund,  its 
portfolio  made  up  of  28  dart-selected 
common  stocks.  We  were  testing  the 
Random  Walk  theory,  which,  in  the 
words  of  Princeton  Professor  Burton 
Malkiel,  says:  'A  blindfolded  monkey 
throwing  darts  at  the  newspapers'  fi- 
nancial pages  could  select  a  portfolio 
that  would  do  just  as  well  as  one  care- 
fully selected  by  experts.' 

"We  can't  speak  either  for  the  mon- 
keys or  the  experts,  but  the  impres- 
sive fact  is  that  our  Dart  Board  Fund 
has  handily  outperformed  the  popular 
averages  as  well  as  the  great  majority 
of  mutual  funds.  So  far  in  1975,  the 
stock  market  is  up  30%,  as  measured 
by  the  Standard  &  Poor's  500  stock 
average,  and  35%  by  the  Dow  Jones 
industrials.  The  Dart  Board  Fund?  It 
was  up  39%  in  the  first  5 'A  months 
of  1975." 
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Fame  is  a  vapor,  popularity 
an  accident,  riches  take 
wing.  Only  one  thing  endures, 
and  that  is  character. 
Horace  Greeley 


Nothing  endures  but 
personal  qualities. 
Walt  Whitman 


Business  must  sell 
itself  to  the  public 
to  preserve  itself. 
Edward  L.  Bernays 


The  first  mistake  in  public 
business  is  the  going  into  it. 
Benjamin  Franklin 


Only  an  optimist  can 
win  in  playing  the 
game  of  business. 
J. P.  Morgan 


Business  is  never  so  healthy 
as  when  like  a  chicken:  It 
must  do  a  certain  amount  of 
scratching  for  what  it  gets. 
Henry  Ford 


Nothing  contributes  so  much 
to  the  prosperity  and  happiness 
of  a  country  as  high  profits. 
David  Ricardo 


Profitable  price  standards 
are  not  a  panacea,  but 
they  are  an  essential 
element  to  wage  scales 
and  economic  recovery. 
Calvin  Coolidge 


That  only  profits  which 

is  profitable. 

Ralph  Waldo  Emerson 


I  am  convinced  that  one 
of  the  biggest  factors 
in  success  is  the  courage 
to  undertake  something. 
James  A.  Worsham 


Thoughts 

on  the  Business  of  Life 


Popularity  means  profits.  To 
have  a  popular  president  at 
the  head  of  an  organization 
means  a  loyal  organization. 
To  hare  a  popular  product 
invariably  means  profits.  An 
enterprise  headed  by  a  well-liked 
executive  has  a  greater  chance 
of  succeeding  in  winning 
public  goodwill  than  a 
discontented  organization. 
B.C.  Forbes 


Few  people  do  business 
well  who  do  nothing  else. 
Lord  Chesterfield 


I  believe  in  courtesy, 
kindness,  good  cheer 
and  honest  competition. 
Elbert  Hubbard 


It  is  a  socialist  idea  that 
making  profits  is  a  vice.  I 
consider  the  real  vice  is 
making  losses. 
Winston  Churchill 


Goodwill  is  the  one  and 
only  asset  that  competition 
cannot  undersell  or  destroy. 
Marshall  Field 


Quality  remains  long 
after  the  price  is  forgotten. 
Edward  C.  Simmons 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  blossom  cannot  tell 
what  becomes  of  its  odor, 
and  no  man  can  tell  what 
becomes  of  his  influence. 
Henry  Ward  Beecher 


Personality  is  to  man  what 
perfume  is  to  a  flower. 
Charles  M.  Schwab 


The  businessman  cannot 
stand  aloof  from  public 
affairs  without  prejudice 
to  his  own  business. 
William  McKinley 


To  survive,  men  and  business  ' 
and  corporations  must  serve. 
John  H.  Patterson 


In  this  earthly  world  ...  to 
do  harm  is  often  laudable, 
to  do  good  sometime  account  J 
dangerous  folly. 
Shakespeare 


A  Text . . . 

Let  no  corrupt  communica| 
proceed  out  of  your  mout 
but  that  which  is  good  to 
the  use  of  edifying,  that  it  [ 
may  minister  grace  unto 
the  hearers. 
Ephesians  4:29 


Sent  in  by  Mrs.  Ward  H.  McCarthy, 
Oak,  Ga.  What's  your  favorite  text 
Forbes  Scrapbook  of  Thoughts  on  thi 
ness  of  Life  is  presented  to  send 
texts  used. 


Good  merchandise  finds 
a  ready  buyer. 
Plautus 


Adversity  has  made  many 
a  man  great  who,  had  he 
remained  prosperous,  would 
only  have  been  rich. 
Maurice  Switzer 
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Break  away  to  refreshing  taste. 


|Ol  -...10* 


Come  up 


igs,  10  mg.  "tar",  0 .7  mg.  nicotine;  Filter  Kings,  16  mg.  "tar" 
ncotine  av.  per  cigarette,  FTC  Report  Feb.  '85. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


How  dareThe  Glenlivet 
be  so  expensive? 


How  dare  we  place  such 
a  premium  on  our  12-year-old 
Scotch?  The  same  reason  great 
vintage  wines  and  fine  cham- 
pagne cognacs  are  so  expensive. 
Taste.  Just  one  sip  and  you'll 
know  that  The  Glenlivet  has 
a  taste  that's  decidedly  superior. 

The  Glenlivet  is 
Scotland's  first  and  finest  single 
malt  Scotch.  And,  just  as  it 
always  has  been,  this  100% 
Highland  malt  whisky  is 
distilled  from  natural  spring 
water  and  fine  malt  barley, 
then  aged  in  oaken  casks. 


Only  The  Glenlivet's 
time-honored  methods  can 
achieve  this  unequaled  taste. 
A  taste  that  sets  us  apart.  Its 
smoothness,  body  and  bouqu 
are  qualities  found  only  in  thi: 
unique  Scotch. 

Of  course  you  may  el 
to  purchase  a  good  Scotch  the 
less  expensive.  But  for  a  trul 
superior  taste,  you'll  have  tc 
pay  us  the  greater  price. 

The  Glenlivet 

12-year-old  unblended  Scot 
About  $20  the  bottle. 


GIENLIVET 

12  YEARS  OLD 
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©  1985  THE  GLENLIVET  DISTILLING  CO ,  N  Y ,  N  Y 
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REMEMBER-ALL  ARE  EQUAL  IN  ALCOHOL  C 


FORBES 
June  17,  1985 
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Jackie  WesPfrwhite 
coat),  Industrial  Saft> 
Engineei,  and  othel 
loyees  ' 
are  volunteer 
firefighters  in 
Marcus  Hook,  Pa. 


SUN,  SAFETY  AND  THE  VOLUNTEERS.  At  a  moment's  notice,  Jack 
West  is  ready  to  trade  his  Sun  safety  helmet  for  that  of  a  fire  captain.  He's  ju 
one  of  the  Sun  people  from  our  Marcus  Hook,  Pennsylvania,  refinery  wf" 
serve  their  local  communities  as  volunteer  firefighters. 

As  Jackie  can  tell  you,  the  safety  training  they  get  while  producing  millioi 
of  gallons  of  Sunoco  gasoline  each  day  makes  them  experts  at  fire  preventio 

At  the  refinery,  one  of  our  most  important  jobs  is  safety.  We  train  and  dr 
regularly.  In  fact,  Sun  sends  some  of  us  to  special  firefighting  schools. 

"It's  only  natural  that  we  use  this  experience  to  serve  our  families,  frien< 
and  neighbors." 

At  Sun,  we  think  putting  our  energy  back  into  the  community  is  just ; 
important  as  getting  it  out. 


WHERE  THERE'S 
THERE'S  ENERGY 


.. 


CONTINENTAL      DELTA 


EASTERN 


Acapulco  11:15  am 

Albuquerque  935  am 

Albuquerque  800  pm 

Atlanta  8:05  am 

Atlanta  135  pm 

Atlanta  6:35  pm 

Austin  8  35  am 

Austin  10:45  am 

Austin  3  55  pm 

Austin  5  10  pm 

Austin  755  pm 

Baton  Rouge  1 1 1 5  am 

Baton  Rouge  3  00  pm 

Baton  Rouge  7:50  pm 

Boston  11  10am 

Calgary  9  40  am 

Cancun  11.10am 

Cancun  1 :25  pm 

Chicago  8:15  am 

Chicago  1110am 

Chicago  255  pm 

Chicago  635  pm 

Chicago  9:00  pm 

Cleveland  8  35  am 

Cleveland  1  25  pm 

Cleveland  7  05  pm 

Corpus  Christi  8:35  am 

Corpus  Christi  10  45  am 

Corpus  Christi  3  05  pm 

Corpus  Christi  5  05  pm 

Corpus  Christi  8  05  pm 

Cozumel  1  25  pm 

Dallas/ Ft  Worth 8.10am 

Dallas/Ft  Worth  9:^5  am 

Dallas/Ft  Worth  11.20  am 

Dallas/Ft.  Worth  2  55  pm 

Dallas/Ft.  Worth  5  00  pm 

Dallas/Ft  Worth  6:25  pm 

Dallas/Ft  Worth  7  55  pm 

Dallas/Ft  Worth 940pm 

Denver  7:00  am 

Denver  830  am 

Denver  10:00  am 

Denver  1100  am 

Denver  1  30  pm 

Denver  3  00  pm 

Denver  5  00  pm 

Denver  600 pm 

Denver  800  pm 

Denver  930  pm 

Detroit  1  30  pm 

Detroit  655  pm 

Ft  Lauderdale  8  40  am 

Ft-  Lauderdale  1  40  pm 

Ft  Lauderdale  6  40  pm 

Kansas  City  640  pm 

Lafayette  700  am 

Lafayette  10  45  am 

Lafayette  305  pm 

Lafayene  7  50  pm 

Las  Vegas  935  am 

Las  Vegas  5:55  pm 

Las  Vegas  930  pm 

London  6  50  pm 

Las  Angeles  7:25  am 

Los  Angeles  (PUB)  930  am 

Los  Angeles  1.30  pm 

Los  Angeles  3  15  pm 

Las  Angeles  6:00  pm 

Los  Angeles  ( PUB )  805  pm 

McAllen  8:10  am 

McAJIen  1040  am 

McAllen  300  pm 

McAllen  5  00  pm 

McAllen  905  pm 

Mexico  Citv  8:05  am 

Mexico  City  1120  am 

Mexico  Citv  3  05  pm 

Mexico  Citv  (PUB )  805  pm 

Miami  8:35  am 

Miami  1110am 

Miami  1  40  pm 

Miami  645  pm 

Minneapolis/ St  Paul  8  10  am 

Minneapolis/St  Paul  1  35  pm 

Minneapolis/St  Paul T50  pm 

Monterrev  805pm 

New  Orleans  6  30  am 

New  Orleans  8  05  am 

New  Orleans  1040  am 

New  Orleans  1  40  pm 

New  Orleans  2  55  pm 

New  Orleans  500  pm 

New  Orleans 635  pm 

New  Orleans  8  10  pm 

New  Orleans  9  10  pm 

Newark  805  am 

Newark  11  40  am 

Newark  1 :35  pm 

Newark  6:40  pm 

New  V3rk(LGA)8  10am 

NewYork(LGA)  1115am  (PUB) 

New  \brk  (LGA)  3:10  pm 

New  Vbrk  (LGA)  630  pm 

Orange  County  10:50  am 

Orange  Counrv  750  pm 

Orlando  9  30  am 

Orlando  11  15  am 

Orlando  1:25  pm 

Orlando  6:55  pm 

Pennsacola  1  40  pm 

Pennsacola  725  pm 

Philadelphia  11  20  am 

Philadelphia  6  35  pm 

Phoenix  955  am 

Phoenix  255 pm 

Phoenix  8:00  pm 

Puerto  Vallarta  11.15  am 

San  Antonio  8:15  am 

San  Antonio  1040  am 

San  Antonio  3  05  pm 

San  Antonio  505 pm 

San  Antonio  630  pm 

San  Antonio  8  05  pm 

San  Diego 700 am 

San  Diego  9  40  am 

San  Diego  755  pm 

San  Francisco  9  40  am 

San  Francisco  3  00  pm 

San  Francisco  6  00  pm 

San  Francisco  7.55  pm 

Tampa  9: 30  am 

Tampa  11  30  am 

Tampa  1  30  pm 

Tampa  6  45  pm 

Tampa  8  10  pm 

Washington. DC  805 pm 

Washington,  DC  125  pm 

Washington,  DC  6  40pm 

Wichita  6  30  pm 


Atlanta  800  am 
Atlanta  11  55  am 
Atlanta  1:15  pm 
Atlanta  4  50  pm 
Atlanta  710  pm 
Cincinnati  11  30  am 
Dallas/Ft  Worth  5:45  am 
Dallas/Ft  Worth  7:00  am 
Dallas/Ft.  Wonh  10:10  am 
Dallas/Ft  Worth  1150  am 
Dallas/Ft.  Wonh  3:25  pm 
Dallas/Ft  Worth 6:10pm 
Dallas/Ft  Worth  8  15  pm 
Dallas/Ft  Worth  9:40  pm 
Memphis  7.00  am 
Memphis  1035  am 
Memphis  1  30  pm 
Memphis  510  pm 
Newark  (LGA  1^00  am 
New  York  (LGA)  630  pm 


SOUTHWEST      TWA 


UNITED 


US.  AIR 


Atlanta  3:45  am 
Atlanta  8.45  am 
Atlanta  1210pm 
Atlanta  1  55  pm 
Atlanta  3  30  pm 
Atlanta  7T5pm 
Austin  7  46  pm 
Chicago  4  05  am 
Corpus  Christi  1230  pm 
Los  Angeles  8:45  am 
Los  Angeles  4:15  am 
Miami  8:20  am 
Miami  840  am 
Miami  11  45  am 
Miami  530  pm 
New  Orleans  8;30  am 
New  Orleans  200  pm 
New  Orleans  4:05  pm 
New  Orleaas  5:45  pm 
New  Orleans  7:45  pm 
New  York/Newark  330  am 
Philadelphia  3  52  am 
Philadelphia  800  am 
Philadelphia  4  15  pm 
Phoenix  4  55  pm 
Portland  405  am 
San  Antonio  12:05  am 
San  Antonio  1005  pm 
San  Francisco  400 am 
San  Francisco 905 am 


Dallaso  45  am 
Dallas  ~  45  am 
Dallas  8  45  am 
Dallas  10:  <5  am 
Dallas  11.45  am 
Dallas  1245  pm 
Dallas  245  pm 
Dallas  4  45  pm 
Dallas  5  45  pm 
Dallas  7:45  pm 


Austin  2:20  pm 
Austin  1052  pm 
Newtork  (JFK)  12:15pm 
St  Louis  7  20  am 
St.  Louis  10.40  am 
St  Louis  140  pm 
St  Louis  505  pm 


Chicago  800  am 
Chicago  10:50  am 
Chicago  1  23  pm 
Chicago  5  00  pm 
Chicago  7:47  pm 
Dallas/Ft.  Worth  830  am 
Denver  7:15  am 
Denver  1110am 
Denver  350  pm 
Denver  614  pm 


Austin  11 :40  pm 
Philadelphia  815  am 
Philadelphia  230 pm 
Pittsburgh  8  45  am 
Pittsburgh  1210  am 
Pittsburgh  5:00  pm 
San  Antonio 905  pm 


Continental  Airlines  is  pleased  to  present 

today's  schedule  for  the  eight  largest  US.  airlines 

out  of  Houston  Intercontinental  Airport. 


A  new  tradition  injtying. 

Call  your  travel  agent  or  Continental  Airlines  at  1-800-525-0280. 
46  U.S.  CITIES  •  MEXICO  •  CANADA  •  LONDON  •  THE  SOUTH  PACIFIC  •  MICRONESIA  •  HAWAII  •  THE  FAR  EAST 

Source:  Official  Airline  Guide  Station  Chronological  Departure  Times,  June  6-June  30, 1985.  Schedules  for  nonstop  departures  for  the  eight  largest 
US  Airlines  from  Houston  Intercontinental  Airport  Flight  schedules  subject  to  change.  ©  1985  Continental  Air  Lines,  Inc. 


Which  of  todays  sedans  gives 
you  more  than  just  a  comfortable 
ride?  The  answer:  Ford  Tempo,  the 
forward  thinking  car.  With  good 
looks,  precise  handling,  and  an 
advanced  design,  Tempo  is  far  from 
the  typical  sedan. 

You  first  notice  Tempo's  distinct 
aerodynamic  shape.  You  see,  the  way 


Tempo  looks  helps  the  way  it  acts. 
This  shape  was  carefully  designed  to 
reduce  lift  and  provide  added 
cornering  agility.  Add  front-wheel 
drive,  four-wheel  independent 
suspension,  and  rack  and  pinion 
steering,  and  you  have  a  car  with 
excellent  reflexes. 

Tempo  has  shown  uncommon 


responsiveness,  too.  Its  230  w-^ 
(High  Swirl  Combustion) e 
designed  to  produce  high  1 
torque  for  responsive  accel 
normal  city  driving.  Which 
you  think  we're  describing  | 
unusual  rewards  for  the  dr 
you'd  be  right. 

Most  sedans  seat  five,  t 
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Get  it  together-Buckle 


Beats  them  that  sets  it 
■>'s  interior  was  designed 
jfcr,  which  helped  deter- 
Ht  use  of  space.  The 
'nijial  comfort  for  passen- 
larjatelligent  placement  of 
of  ok 

loarent  that  while  Tempo 
■u  five  passenger 


comfort,  it's  really  not  a  typical  sedan. 
Its  good  looks,  precise  handling,  and 
advanced  design  make  it  anything 
but  typical.  All  of  which  makes  Ford 
Tempo  a  unique  choice. 

"Quality  is  Job  1."  A  1984  survey 
established  that  Ford  makes  the  best- 
built  American  cars.  This  is  based  on 
an  average  of  problems  reported  by 


owners  in  the  prior  six  months  on 
1981-1983  models  designed  and  built 
in  the  U.S. 

Free  Lifetime  Service  Guarantee  is 
available  at  participating  Ford  Dealers. 

Have  you  driven  a  Ford... 
lately? 


urd  thinking  car. 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  pages  228  and  229. 

Companies 

41     Standard  Oil  Of  Ohio 

Alton  Whitehouse  Jr.  has  his  problems,  but  they  are  good 
problems  compared  with  those  of  other  oil  companies. 

58    Texas  Eastern  Corp. 

Regulated  or  not,  run  it  like  a  business. 

62    North  American  Coal  Corp. 

A  coal  company  that  earns  more  than  22%  on  equity? 

66     Occidental  Petroleum  Corp. 

Oil  glut,  you  say?  "I  think  we  are  headed  for  a  great 
shortage,"  says  Armand  Hammer. 

70     Knight-Ridder  Newspapers,  Inc. 

Protect  yourself  and  then  tend  to  business. 

83    ServiceMaster  Industries  Inc. 

"Whenever  there's  change,  there's  also  opportunity." 

86     New  England  Electric  System 

What's  a  utility  to  do?  Simple:  Try  to  discourage  demand. 

91     The  Up  &  Comers 

Mental  Health  Management;  United  Bankers  Inc.;  Flag- 
ship Financial;  entrepreneurs  who  sell  control  to  stay 
afloat;  Businessland  Inc. 

100    The  Big  Apple  Circus 

If  you  love  circuses,  why  not  start  your  own? 

104     Owens-Illinois,  Inc. 

An  old-line  company  that  intends  to  survive  .  .  . 


106     Thatcher  Glass 

.  .  .  And  an  old-line  company  that  didn't. 

126    McKesson  Corp. 

Going  to  the  mat  with  Victor  Posner  tends  to  toughen  up 
a  fellow. 

132     Siemens  A.G. 

German  thoroughness  and  technical  skills  are  no  longer 
enough,  says  Karlheinz  Kaske. 

Industries 

38     Autos:  Another  Player? 

"Korea  can  export  cars,"  says  Vivian  Yen,  chairman  of 
Taiwan's  Yue  Loong  Motor  Co.  "Why  can't  we?" 

42    The  Media  Brokers:  Tulip  Time  In  TV  Land 

Nice  work  if  you  can  get  it.  The  business  has  gotten  sc 
big  that  now  Wall  Street  is  cutting  in  on  it.  But  so  far, 
nobody's  complaining. 

48    Airlines:  The  $13,000  Pilot 

The  two-tier  wage  system  is  here  to  stay. 

54     Appliances:  Here  They  Come  Again 

The  Japanese  never  cared  much  about  big  appliances,  just 
small  ones.  Until  now. 

110     Semiconductors:  Don't  Write  Us  Off 

The  sun's  not  setting;  it's  rising. 

119    Real  Estate:  Are  The  Developers  Daft? 

Maybe.  They're  still  pouring  billions  into  office  space. 

128     Cover  Story:  Home  Video 

"This  is  the  consumer  unleashed." 
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6    Side  Lines 

33     What's  Ahead  For 
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Ben  Weberman 

8     Trends 
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218 

Susan  Lee 

15     Follow-Through 

34    The  Forbes  Index 

219 

Ann  C.  Brown 

18     Readers  Say 

199    The  Forbes /Wilshire 

220 

David  Dreman 

25     Fact  and  Comment 

5000  Review 

222 

Srully  Blotnick 

28     Other  Comments 

224 

Stanley  W.  Angrist 

31     Fact  and  Comment  II 

231     Flashbacks 

232    Thoughts 

tesBc 

£ 

Mici 


FORBES,  JUNE  17,  1!  !    K([ov 


Wall  Street 


The  Law 


138    Are  The  S&Ls  Really  That  Dumb? 

Clearly,  they're  really  that  desperate. 

202  The  MSRB:  Paper  Tiger 

But  it  kept  the  municipal  bond  dealers  out  of  trouble. 

203  For  Two  Cents  Plain 

The  over-the-counter  marketmakers'  dirty  little  secret. 

206     Statistical  Spotlight:  Slimming  Down 

Companies  that  reduced  their  sales  by  at  least  5%  while 
increasing  net  income  by  more  than  10%. 

208     The  Money  Men:  Barr  Rosenberg 

Modern  portfolio  theory  was  once  his  mantra.  Now  it's 
the  old  value  chant. 

212    The  Funds:  A  Dollar  For  90  Cents? 

jit  should  make  you  suspicious.  Also:  What's  an  ARP? 

J226    Streetwalker 

Goodyear;  Farm  House  Foods  and  F/H  Industries;  Home 
Depot;  Jones  Intercable;  Hawthorne  Financial  Corp. 

Government 

j»3    As  I  See  It:  Defense  Analyst  Edward  Luttwak 

Don't  blame  the  contractors,  blame  the  system. 

[lil     Lots  Of  Luck,  Guys 

The  General  Accounting  Office  wants  the  government  to 
nanage  its  finances  the  way  businesses  do. 

36    Taxing  Matters:  It's  Not  Just  The  Raiders  . . . 

That  batter  balance  sheets,  it's  the  tax  laws. 


142     On  The  Docket:  Entrepreneurs  In  Handcuffs 

Did  the  lawyers  do  that,  or  a  higher  law?  Also:  Juries  and 
patent  holders;  a  little  ambulance  chasing. 

159    Numbers  Game:  Ex  Cathedra 

A  judge  warns  accountants  about  malpractice  suits. 


Marketing 


162    The  Little  People's  People 

Magazines  for  "small  adults."  Also:  Coke's  Latin  connec- 
tion; Amstel  Light  vs.  Kronenbourg;  3M's  Post-it  Notes. 


Technology 


170    Tornadoes 

They  can  be  awesomely  destructive.  But  poor  building 
construction  adds  to  the  damage.  Also:  Remanufactur- 
ing;  psychiatric  care;  automating  the  Patent  Office. 


Personal  Affairs 


180     Prestigious  Prints 

How  about  a  set  of  six  classic  wildlife  sketches,  made 
from  Audubon's  original  copperplates,  for  only  $30,000? 
Also:  Getting  the  facts;  the  new  compact  35mms. 


Careers 


189     The  Siren  Call 

Think  a  minute  before  you  listen  to  the  headhunter.  It 
could  change  your  life  even  if  you  don't  get  the  job. 


aces  Behind  the  Figures 


(90    Marshall  Smith,  Commodore  International 
?0    Daniel  Meisenheimer,  U.S.  Basketball  League 
>1     James  McElroy,  Shell  Oil  Shareholders  Committee 

Robert  George,  Robert  Manning,  Boston  Publishing 
H    Michael  Osterholm,  Minnesota  state  epidemiologist 
J6    Edmund  Fitzgerald,  Northern  Telecom 
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Los  Angeles:  Jen  Johnson,  Manager 

San  Francisco:  Richard  W.  Reynolds,  West  Coast  Manager; 

Courtney  Compton,  Manager 

London:  Peter  M  Schoff,  Director,  Int'l.  Adv. 

Corp.  Report  Updates:  Sarah  Madison 

Classified:  Linda  Loren 

PAID  CIRCULATION  OVER  720,000 
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A  50-year  running  start 

The  lead  article  in  our  last  issue  (June  3,  p-  38)  was  "We  lovj 
you,  Ben  Graham,  but  it's  time  to  take  a  vacation."  It  said  th 
kinds  of  bargains  sage  Ben  Graham  taught  his  followers  to  see 
out  have  for  the  present  virtually  disappeared.  The  followin 
response,  from  Graham's  most  prominent  disciple,  Warren  Bu)  J 
fett,  agrees.  It  is  well  worth  our  readers'  timely  attention. 

"Ben  Graham  would  have  enjoyed  the  Baldwin -Briggs  article  | 
I  certainly  did. 

"Funds  employed  in  'value  investing'  have  increased  enoil 
mously,  while  the  number  of  significantly  undervalued  secur  I 
ties  has  shrunk.  Reduced  returns  must  follow.  That's  too  bad  fc  I 
Graham  disciples — but  at  least  they  were  given  a  50-year  rurj 
ning  start." 


Power!  Play!  Eject! 

The  folks  at  A.C.  Nielsen  tell  us  that  families  who  own  videcl 
cassette  recorders  still  spend  most  of  their  time  watching  ove: 
the-air  TV.  Even  when  they  turn  on  their  VCR  it  is,  more  ofte  | 
than  not,  to  catch  up  on  over-the-air  programs  they  missed. 

Is  the  VCR,  then,  nothing  more  than  a  gadget  for  makinj 
conventional  TV  viewing  more 
convenient?  Not  so  fast.  By  the 
end  of  this  year  there  will  be 
over  23  million  VCRs  in  U.S. 
homes.  Nielsen  figures  that  the 
average  VCR  owner,  in  addition 
to  using  its  time-shifting  func- 
tion for  conventional  TV,  uses 
about  50  hours  of  prerecorded 
cassettes  a  year.  Proportionate- 
ly, that's  not  much  in  a  society 
that  runs  its  85  million  TV  sets 
on  average  2,600  hours  a  year. 
Spread  across  the  whole  coun- 
try, however,  VCR  prerecorded 

material  involves  big  numbers.  Figure  it  out:  At  50  hours 
VCR  per  year  it  comes  to  about  1.2  billion  viewer-hours  >\ 
prerecorded  programs.  Quite  a  market.  And  a  market  that 
growing  so  fast  that  experts  expect  about  70%  of  all  U.S.  T| 
homes  will  have  a  VCR  by  1994.  Every  one  of  those  homi| 
becomes  at  least  a  potential  market  for  prerecorded  cassette 
The  arithmetic  is  dazzling. 

Not  many  business  people  can  afford  the  half-billion-doll, 
price  tag  for  a  big-city  TV  station,  but  lots  of  folks  can  do  lil 
Jim  Kartes  of  Indianapolis  or  Jack  Silverman  of  Los  Angeles  wr 
have  already  become  multimillionaires  by  finding  niches  in  tl 
fast-growing  business  of  keeping  the  VCRs  warm.  The  story,  1 1 
Alex  Ben  Block,  starts  on  page  12$. 


Bedtime  stories 

Columnist  Srully  Blotnick  has  some  discouraging  news  for  bu.' 
business  people  who  jog  or  run.  "Joggers  are  lousy  lover 
appears  on  page  222.  Mind  you,  that's  not  his  opinion;  it's  wh  J 
people  who  have  been  there  tell  him. 

C/ Editor 
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This  would  be  the  end  of  a  lot  of 
vacations.  But  not  yours. 


iiVe  got  the  Card. 


A  simple  mistake  that  might  send  others 
packing  for  home  will  simply  send  you 
to  the  nearest  American  Express  Travel 
Service  Office!  There  you  can  have 
a  lost  or  stolen  American  Express* 
Card  replaced  by  the  next  business 
day.  Possibly  quicker.  And  you  can  sit 
,  down  with  an  experienced  travel  coun- 
sel'. >r.  Someone  who  understands  English. 
$Omeone  who  understands  the  concerns 
'a  foreigner  in  a  foreign  land.  And  who 


can  arrange  for  emergency  funds.  Help  re- 
place your  lost  travel  documents.  Or  even 
just  recommend  a  good  local  restaurant. 
So  no  matter  where  in  this  world  you 
travel,  you're  never  alone.  Not  with  over 
1,000  American  Express  Travel  Service 
Offices  in  over  120  countries.  No  other 
card  in  this  world  can  do  all 
this,  this  fast,  in  as  many  places. 
The  American  Express  Card. 
Don't  leave  home  without  it? 


Express  Tra  T<  «w  Company,  Inc.,  ,ts  aftluiu:!.  and  Re/*;.* ntamvs. 


Edited  by  John  A.  Conway 


Airing  bank  troubles 

Should  the  public  be  told  about  ac- 
tions taken  against  banks?  Bank- 
ers take  a  dim  view  of  the  idea,  saying 
it  will  trigger  runs  on  banks,  but  Wil- 
liam Isaac,  chairman  of  the  Federal 
Deposit  Insurance  Corp.,  has  gone 
ahead  anyway.  Beginning  next  Janu- 
ary the  FDIC  will  broadcast  corrective 
moves  like  cease-and-desist  orders  or 
removal  of  bank  officers.  The  bankers 
had  to  be  content  with  some  conces- 
sions (about  600  of  them  had  protest- 
ed the  original  proposals),  and  Fritz 
Elmendorf,  a  spokesman  for  the 
American  Bankers  Association,  says 
the  ABA  was  pleased  the  FDIC  put  off 
the  rule  until  January,  and  will  omit 
unproved  charges.  The  Office  of  the 
Comptroller  of  the  Currency,  mean- 
while, plans  to  issue  its  own  rules  for 
national  banks.  (The  word  is  the  OCC 
will  let  the  banks  make  the  disclo- 
sures.) That  leaves  the  S&Ls,  which 
have  been  causing  problems  lately. 
The  Federal  Home  Loan  Bank  Board, 
which  regulates  them,  so  far  is  mak- 
ing no  moves.  One  insider  says  the 
FHLBB  doesn't  want  to  swamp  any 
more  S&Ls,  while  the  other  regula- 
tors are  ready  for  a  bank  shakeout. 
"There  are  some  banks  that  are  bound 
to  fail — it's  just  a  question  of  when," 
says  FDIC  spokesman  Alan  Whitney. 


The  corporate  pocket 

Tapping  the  corporate  till  is  stan- 
dard practice  for  private  schools 
like  the  Ivy  League  and  fqr  the  major 
public  universities.  Now  more  and 
more  smaller  state  schools  are  dun- 
ning the  corporate  sector.  Twenty- 
five  years  ago,  77%  of  corporate  gifts 
to  universities  went  to  private 
schools  and  23%  to  public  schools, 
says  the  New  York  City-based  Coun- 
cil for  Financial  Aid  to  Education.  But 
in  1982-83,  out  of  $933  million  in 
corporate  gifts  to  1,011  schools  the 
council  surveyed,  46%  went  to  public 
universities.  The  University  of  Con- 
necticut, among  others,  is  cashing  in 
on  the  trend.  Last  year  it  began  a  five- 
year,  $25  million  campaign,  says 
President  John  DiBiaggio,  and  raised 
more  than  that  in  one  year.  Contribu- 
tors include  Connecticut  corpora- 
tions like  Aetna,  Cigna,  United  Tech- 
nologies, Union  Carbide  and  General 
Electric.  The  campaign  was  the  first 


in  UConn  history,  and  DiBiaggio  has 
been  swamped  with  queries  from  oth- 
er schools  on  how  he  did  it.  Others 
following  the  trend  include  Georgia 
Tech,  which  hopes  for  $100  million, 
40%  from  corporations;  Texas  A&M, 
which  last  year  raised  $13  million  in 
corporate  money;  Ohio  University; 
and  the  University  of  Tennessee. 


Ho  ho  ho 

Santa's  ho-ho-ho  won't  ring  quite 
as  loudly  this  year  for  the  toy  in- 
dustry, according  to  a  report  by 
Find/SVP,  a  New  York  City  market 
research  firm.  Last  year  toymakers 
found  $8.7  billion  under  their  Christ- 
mas trees,  a  17%  increase  over  1983. 
Leading  the  parade,  of  course,  were 
the  phenomenal  Cabbage  Patch  Kids, 
which  put  $540  million  wholesale 
into  Coleco  Industries'  bag  of  goodies 
last  year  and  another  $150  million  in 
the  first  quarter  of  1985.  This  year, 
however,  the  industry  will  be  lucky  to 
gain  5%  after  inflation,  according  to 
Find/SVP    market    research   director 


Cabbage  Patch  Kids 

Will  Santa's  bag  be  lighter? 

Peter  Allen,  and  that  figure  should 
hold  for  the  rest  of  the  1980s.  The 
principal  reason,  Allen  says,  is  that 
the  children  produced  by  the  mini- 
baby-boom  of  the  early  1970s  have 
now  grown  into  things  like  baseball 
gloves  and  rock  records. 


Who  needs  ethics? 

How  ethical  will  the  business  lead- 
ers of  tomorrow  be?  At  the  Har- 
vard Business  School  a  student-facul- 
ty committee  spent  18  months  draw- 
ing up  a  code  of  ethics.  It  was  to 
become  official  when  approved  by 
two-thirds  of  a  quorum  of  788  stu- 
dents. "Here  and  henceforth,"  it  ran, 


the  future  M.B.A.s  would  be  bound 
"integrity,  honesty,  sincerity  and 
corruptibility"  in  their  personal  aJ 
professional  dealings.  The  credo  \\ 
approved  unanimously  by  the  enti| 
faculty  last  January.  Students,  so  :  i 
seem  less  than  thrilled.  They  h; 
voted  twice.  The  first  time,  in  Ap  J 
only  640  voted — not  enough  to  m 
the  quorum — and  384  approved, 
round  two,  811  voted,  with  442  fav  j 
ing  the  code.  But  the  ayes  made  j 
only  54%  of  those  voting — less  tl 
the   two-thirds  required   to  pass  ! 
Some  students  felt  the  credo,  wh 
would  theoretically  govern  life  ai  j| 
graduation,  was  too  strong;  others 
it  was  not  strong  enough;  the  rest 
it  was  simply  not  necessary.  Apr 
ently  the  student  body  govemm 
will  take  up  the  issue  again  next  ye  I 


What  price  generic  drugs : 

Generic  drugs  have  taken  hold 
the  trend  may  discourage  devel 
ment  of  new  medicines  and  ultim; 
ly  cost  consumers  more  than  tl 
now  save  on  generic  prescriptic 
says  Roger  P.  Maickel,  a  pharmai 
ogy  professor  at  Purdue  Univers 
Writing  for  the  American  Council 
Science  &.  Health,  he  says  that  of 
ery  1,000  chemical  compounds  { 
pared  by  a  pharmaceutical  compa 
only  one  or  two  will  become  marl 
able  drugs.  From  the  time  a  manui 
turer  files  a  patent  application,  it 
17  years  of  sole  rights,  Maickel  si 
But  new  drugs  are  usually  paten 
long  before  the  Food  &  Drug  Admii 
tration  finally  approves  them,  s> 
company  may  have  exclusive  rig 
to  its  drug  for  only  five  to  seven  ye 
The  law  now  allows  extension  of  j 
ents  to  cover  delays  in  the  FDA  { 
cess,  he  says,  but  it  also  makes 
proval  of  generic  drugs  easier  o 
patent's  have  expired.  Since  mucl 
the  profit  on  pioneer  drugs  is  n 
reinvested  in  research,  he  says,  > 
result  may  be  "fewer  and  fewer  tr 
new  drugs  being  developed  in  I 
country." 


The  captains'  concerns 

What  most  concerns  captains 
industry?      Checking     answ 
from  350  chairmen  of  the  1,000 
gest  U.S.  industrial  and  service  c< 
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John  Naisbitt 
the  man  in  the 
Hathaway  shirt 


Takp  M00-of   EyfTy  1?an  has  his  own  management  style. 

No,  „niy  successful  ones.  ManigemZTsm^W  +U 6Very  management  st>"e? 


ay  can  dress  every  manage 

Hathaway 


panies,  Heidrick  &  Struggles,  the  Chi- 
cago-based executive  search  firm, 
says  the  top  priority  with  42%  of 
them  is  financial  results.  A  year  ago 
this  ranked  number  one  with  only 
3%.  Next  this  time  were  strategic 
planning  and  management  succes- 
sion. Last  on  the  list:  shareholder  and 
government  relations. 


Wastepaper 

An  estimated  350  billion  photocop- 
ies are  made  in  U.S.  offices  each 
year  and  nearly  2  out  of  5  are  unneces- 
sary, says  a  new  survey  by  Accoun- 
temps,  the  temporary-help  service. 
Vice  presidents  and  personnel  direc- 
tors at  more  than  1,000  of  the  nation's 
largest  corporations  say  37%  of  all 
copies  made  on  office  machines  are 
not  necessary,  and  29%  of  those 
strictly  for  business  purposes  are  not 
needed.  (Eight  percent  of  the  copying 
is  for  personal  use.)  Accountemps  fig- 
ures the  wastepaper  costs  about  $2.6 
billion  a  year. 


No  target  too  small 

Big  spenders  aren't  the  only  targets 
in  David  Stockman's  sights.  The 
director  of  the  Office  of  Management 
&  Budget  also  has  zeroed  in  on  the 
U.S.  Travel  &  Tourism  Administra- 
tion and  its  $12  million  budget.  Presi- 
dent Reagan  has  asked  for  an  end  to 
the  USTTA;  so  has  its  $72,000-a-year 
under  secretary,  Donna  Tuttle,  wife 
of  White  House  personnel  director 
Robert  Tuttle.  But  the  agency  may 
turn  out  to  be  a  bargaining  chip  in  the 
budget  game.  The  Senate  Commerce 
Committee  has  voted  to  keep  it  going 
for  three  more  years.  And  Representa- 
tive William  Boner  (D-Tenn.),  who  is 
head  of  the  congressional  travel  and 
tourism  caucus,  calls  the  USTTA  "a 
vital  part  of  the  tourism  industry." 


Back  to  Keynes 

Citibank,  the  country's  largest 
bank  in  assets,  which  has  been 
renowned  for  its  adherence  to  mone- 
tarist economics,  could  be  switching 
allegiance  to  John  Maynard  Keynes. 
That's  the  word  from  John  Reed,  Ci- 
ti's  new  chairman  and  chief  executive 
officer.  Leif  Olsen,  senior  vice  presi- 
dent and  head  of  Citi's  economics  de- 
partment, recently  retired  at  age  59, 
after  23  years  at  the  bank,  and  plans  to 
write  books.  Reed  insists  that  Olsen's 
retirement  was  entirely  his  own 
choice,  in  line  with  plans  announced 
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Citibank's  John  Reed 

A  shift  in  philosophy? 


J  Rovs  Baughman/Visio   ' 


years  ago.  But  Reed  has  not  an- 
nounced a  successor.  Will  the  new 
appointee  be  a  monetarist?  "I  went  to 
MIT  and  studied  under  people  like 
Paul  Samuelson,  one  of  the  gurus  of 
Keynesianism.  That  should  tell  you 
how  I  think  in  economic  terms,"  Reed 
says.  Nor,  he  adds,  is  there  any  press- 
ing need  to  name  a  successor  to  Ol- 
sen. "I  have  used  several  MIT  and 
Harvard  professors  to  do  studies." 
Reed  would  not  knock  monetarism, 
but  he  did  acknowledge  that  the  fore- 
casting record  of  this  group  has  not 
been  too  good  for  quite  a  while. 


Beep,  beep,  beep 

The  wireless  telephone,  already  an 
old  story  to  automobile  drivers, 
could  show  up  next  in  rural  areas, 
where  wiring  costs  are  out  of  sight, 
according  to  William  Hilsman,  presi- 
dent of  International  Mobile  Ma- 
chines of  Philadelphia.  A  former  direc- 
tor of  the  Pentagon's  Defense  Com- 
munications Agency,  Hilsman  says 
his  company  has  already  tested  sta- 
tionary digital  radio  phones  and  will 
have  them  available  commercially 
next  year.  The  difference?  The  digitals 
aren't  mobile  (although  Hilsman  is 
working  on  that),  but  they  can  "multi- 
plex" four  calls  on  a  single  channel. 
Hilsman  hopes  IMM  will  be  able  to 
increase  that  to  8  or  16  calls  per  chan- 
nel. The  digital  technology  keeps  the 
calls  private  and  can  transmit  both 
data  and  voice  for  up  to  40  miles.  The 
technology  has  interested  companies 
like  BellSouth,  Bell  Communications 
Research  and  GTE,  along  with  the 
White  House  and  the  National  Securi- 


ty Council,  Hilsman  says.  He  can  u; 
the  connections.  His  over-the-counti 
company  had  $1.4  million  in  sales  la 
year  but  lost  $5.4  million. 


The  corporate  taxpayer 

Whether  or  not  Congress  rewriti 
the  tax  laws  this  year,  corpor 
tions  will  pay  more  and  more  in  coc 
ing  years,  says  the  nonpartisan  Coi 
gressional  Budget  Office.  Changes 

1981  cut  corporate  taxes  in  an  effi 
to  spur  the  economy,  the  CBO  note 
but  in  1982  Congress  closed  son 
loopholes  (like  the  one  allowing  coc 
panies  to  sell  tax  writeoffs),  and  la 
year  it  put  further  caps  on  corpora 
deductions.  Corporations  paid  $( 
billion  in  taxes  in  1981,  $49  billion 

1982  and  $37  billion  in  1983,  becau: 
of  the  changes  and  the  drop  in  profi 
caused  by  the  recession.  Corpora tioi 
were  back  up  to  $57  billion  in  taxes 
1984  and  this  year  are  expected  to  p; 
about  $63  billion.  By  1990,  the  CB 
predicts,  they  will  be  paying  $107  b; 
lion  a  year.  As  a  percentage  of  feder  | 
revenues,  corporate  taxes  were  30' , 
in  the  1950s,  22%  by  1965  and  7.4' 
last  year,  which  the  CBO  says  w: 
stay  steady  through  1990.  Some  co 
gressmen,  including  Democratic  Se 
ators  Lawton  Chiles  of  Florida  ai 
Ernest  Hollings  of  North  Carolina,  a 
pushing  for  minimum  corporate  tax 
(many  majors  pay  none  at  all).  R 
dolph  Penner,  director  of  the  CB< 
warns,  however,  that  continual  ti 
kering  with  the  tax  laws  makes  it  th 
much  more  difficult  for  corporatioi 
to  make  financial  plans. 
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\  step  beyond 
in  safety 

When  it  comes  to  the  organized  destruction  of  automobiles,  no  one  is  more 
dedicated  than  Volvo. 

In  crash  tests  spanning  decades,  we've  rear-ended  Volvos,  front-ended  Volvos, 
sideswiped  them,  wrapped  them  around  poles,  rolled  them  over,  and  dropped 
them  unceremoniously  on  their  roofs. 

Out  of  this  destruction  have  emerged  some  of  the  most  constructive  ideas  in 
the  history  of  automotive  safety:  3-point  seat  belts,*  laminated  safety  glass, 

back-up  braking  systems,  to  name  just  a 
few.  Today,  these  Volvo  innovations 
are  required  by  law  on  all  cars. 
In  designing  the  Volvo  760 
GLE,\Svo  engineers  have 
taken  one  more  giant  leap 
forward.  Literally.  They 
plunged  five  760s  off 
a  loading  dock  to  a 
concrete  floor  45 
feet  below. 

What  we 
learned  from  the 
dummies  strapped  inside,  together  with  data  collected 


from  hundreds  of  other  crash  tests,  has  helped  make  the 
Volvo  760  GLE  a  car  that  even  our  safety  engineers  are 
impressed  with. 

And  as  you  might  imagine,  thats  one  group  thats 
not  easily  impressed. 

We  would  like  to  remind  you  that  a  seat  belt  can't  save  your  life  if  you  don't  use  it.  Buckle  up! 

©  1985  Volvo  of  America  Corporation 


The  700  Series  by\folvo 


TOSHIBA 


WHEN  IT  COMES 

0  ENTERTAINMENT 

OSHIBA 

HAS  THE  TOUCH. 


Toshiba  has  the  touch  because  Toshiba  keeps  in  touch.  With  the  needs  of 
ver  changing  and  ever  demanding  society. 

For  over  100  years,  questioning  old  ideas,  researching  and  innovating 
/  ideas  has  been  our  chosen  obsession. 

That's  why,  today,  Toshiba  can  entertain  you  with  digital  FST®TV  pictures 
look  better,  with  audio  equipment  and  CD  players  that  sound  better,  and  with 
lone  machine  that  even  talks  to  you. 

We  have  become  the  10th  largest  electric  and  electronics  company  in  the 
d.  The  5th  largest  manufacturer  of  semiconductors. 

We  are  at  the  forefront  in  energy,  power,  transportation,  communications, 
lical  technology,  office  automation,  industrial  and  home  electronics. 

I  Tomorrow,  we  will  continue  to  improve  the  way  people  see,  hear,  travel, 
c  and  play. 
It's  our  way  of  keeping  in  touch. 
J 


,-ST  is  a  registered  trademark  cf  Toshiba  Corporation 


InTbuch  with  Tomorrow 

TOSHIBA 


ither  information  write:  Toshiba  America,  Inc.,  82  Totowa  Road,  Wayne,  NJ  07470  or  Toshiba  Hawaii,  Inc.,  327  Kamakee  St.,  Honolulu,  Hawaii  96814 
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Last  year's  breakup  of  AT&T  was  a  very  confusing  and  frustrating  per  call  for  the  privilege  of  using  their  credit  cards,  Sprint  gii 

situation  for  a  lot  of  business  people.  But,  it's  been  a  very  it  to  you  free, 
profitable  situation  for  some  <  >thers:  the  ones  who  have  chosen  You  can  save  even  more  with  Sprint  Volume  Discount' 

GTE  Sprint.  Here  are  a  few  of  the  reasons  why  it  could  be  just  They're  the  best  in  the  business,  with  a  $1000  discount  level 


as  profitable  for  you. 

Sprint*  Advanced  WATS  gives 
you  the  best  WATS  rate  automatically,  no 
matter  where  or  when  you  call.  So,  you 
won't  get  billed  for  a  call  to  the  coast 
when  you're  really  calling  the  midwest. 

Aid,  Sprint  can  help  you  manage  your  sales  force's  on-the 
road  long  distance  costs.  With  Sprint  Travelcode®  service  you 
save  up  to  70%  when  you're  away  from  the  office,  in  hotels  or 
airports.  And,  while  other  companies  charge  you  up  to  $1.55 


TOUGH  QUESTIONS, 
SPRINT  ANSWERS. 


lets  heavy  users  get  heavy  savings,  w 
deserves  it  more?  And  the  Sprint  Edf 
automatic  dialer  makes  Sprint  just  as 
easy  t©  use  as  AT&T 

So,  if  you're  feeling  a  little  lost  £ 


just  how  you  feel.  And,  we  also 
know  just  how  to  make  you 
feel  a  whole  lot  better. 
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more  than  a  little  frustrated  in  thew 
of  AT&T's  divestiture,  talk  to  GTE  Sprint.  Of  course,  we  knov 

// 


Anaheim,  CA 

(714)660-8999 
Atlanta,  C,A 
(404)845-0100 
Boston,  MA 
(617)628  7070 


Chicago,  IL 
(312)364  4600 
Cleveland,  OH 
(216)642  0180 
Dallas,  TX 
(214)387  4686 


Detroit,  Ml 
(313)827  4900 
Honolulu,  HI 
(808)  528  2000 
Houston,  TX 
(713)777-3600 


Kansas  City,  KS 
(913)4518700 
Los  Angeles,  CA 
(213)515  5353 
New  York,  NY 
(212)557-0700 


Philadelphia,  PA 
(215)568-4338 
Phoenix,  AZ 
1,602)  956-6200 


San  Francisco,  CA 
(415)5718700 
Washington,  DC. 
(703)486-8330 


rnra  sprin 


Call  your  local  Sprint  Sales  Office,  or  800  521  077 


1985  GTE  Sprint.  You  tan  get  Sprint  almost  everywhere,  and  use  it  to  call  anywhere  outside  this  state.  Call  for  details  on  intrastate  savings  ®  Sprint  is  a  registered  trademark  of  GTE  Sprint  CommunicatK 


Follow-Through 


be  wheels  of  fortune 

tenjamin  Franklin  loved  lotteries. 
Thomas  Jefferson  praised  them  as 
axation  only  upon  the  willing."  Ivy 
:ague  colleges  got  seed  money  from 
em.  New  Hampshire  pioneered 
eir  return  in  1963,  and  by  last  year 
ate  lotteries  had  become  "one  of  the 
>ttest  growth  industries  around" 
orbes,  Jan.  16,  1984).  Seventeen 
ites  and  the  District  of  Columbia 
id  collected  $5  billion  from  them  in 
'83,  25%  more  than  the  year  before. 
Today  four  additional  states  have 
ne  the  lottery  route  (California's  in- 
mt  game  is  the  latest).  Another  5  to 
have  some  kind  of  legislation  afoot 
create  them,  according  to  Martin 
ncke,  head  of  the  Maryland  lottery 
d  president  of  the  North  American 
sociation  of  State  Lotteries.  The  to- 
handle  last  year:  $8  billion,  of 
lich  $3.2  billion  or  so  went  into 
te  treasuries. 

Vith  that  kind  of  money,  it  is  no 
nder    deficit-jittery    congressmen 
talking  of  a  national  lottery.  Car- 
s  Collins,  an  Illinois  Democrat,  has 
posed  one  with  the  proceeds  going 
Medicare,  child  welfare  and  educa- 
i;  Joseph  Addabbo  of  New  York 
^jld  earmark  the  money  for  Medi- 
|:  and  Social  Security.  Mario  Biaggi, 
pabbo's  fellow  New  York  Demo- 
■ ,  wants  a  monthly  $1  lottery  that 
[hays  could  raise  $12  billion  a  year. 
i  public,  too,  may  like  the  idea.  A 
3  [up  Poll  taken  last  year  for  the 
Be  paper  Gaming  and  Wagering  Busi- 
1  found  that  62%  of  those  asked 
Bred  a  national  game, 
nils  aside,  any  national  lottery  is 
I  sure  to  rouse  powerful  opposi- 
m.  Those  21  states  with  games  now, 
:oijexample,    will   hardly   throw   in 
H"  cards  and  give  the  field  over  to 
■  federal    government — especially 
m  the  Reagan  Administration  talk- 
njl'f  reducing  federal  grants  and  rev- 
II-  sharing  or  dropping  federal  de- 
bt on s  for  state  and  city  taxes.  New 
im,  for  instance,  one  state  the  loss 
af  inductions  would  hit  hard,  now 
a>  the  lottery  income  parade  with  a 
W  take  of  nearly  $1.3  billion,  $615 
lil^n  of  which  went  into  state  cof- 
Baccording  to  John  Quinn,  who 
■Mew  York's  array  of  games.  This 
■buinn  expects  to  turn  over  more 
■5700  million  to  his  treasury, 
■jiething   else    that    might   give 
oi'ess  pause  on  its  way  to  the  gam- 
lng  ble  is  the  checkered  history  of 
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General  Pierre  G  T.  Beauregard 
Even  four  stars  weren't  enough. 

national  lotteries,  which  goes  back  to 
the  Jamestown  Colony.  The  Conti- 
nental Congress  tried  one  in  1776,  but 
the  only  colonists  who  could  afford 
the  $10  tickets  were  Tories.  Another, 
in  1820  in  Washington,  D.C.,  sold 
thousands  of  tickets,  but  the  promot- 
ers ran  off  with  the  money.  The  most 
successful,  the  Louisiana  lottery  of 
post-Civil  War  days,  lasted  25  years 
and  at  its  high  point  generated  $24 
million  a  year.  But  even  with  as  dis- 
tinguished a  director  as  Pierre  G.T. 
Beauregard,  who  had  been  one  of  the 
Confederate  Army's  eight  full  gener- 
als, it  was  denounced  as  "swindling" 
by  President  Benjamin  Harrison  and 
folded  in  the  1890s. 


Power  under  the  hood 

Fl  ive  years  ago  Cummins  Engine, 
the  Columbus,  Ind.  diesel  engine 
company,  was  grinding  its  gears.  The 
diesel  market  was  way  off,  the  com- 
pany was  losing  money,  and  Henry 
Schacht,  its  50-year-old  chairman, 
planned  to  lay  off  2,000  of  his  12,000 
workers.  But  to  keep  up  with  the  com- 
petition, and  to  stay  open  to  opportu- 
nity, he  also  planned  $900  million  in 
capital  expenditures  over  five  years, 
$400  million  of  it  financed  by  new 
debt.  Some  $175  million  was  for  new 
engines  for  the  smaller  Class  3,  4,  5 
and  6  trucks.  U.S.  sales  of  larger  Class 
7  and  8  trucks,  a  traditional  market 
for  Cummins  engines,  were  growing 
at  only  2%  to  3%  a  year.  "Adding 
Class  6  virtually  doubles  that  mar- 
ket," Schacht  told  Forbes  (June  9, 
1980).  He  also  had  an  eye  on  Europe 
and  on  the  300,000  Class  2  pickups  in 
the  U.S. 

Since  then  Cummins  has  regained 
control.  Last  year  it  earned  a  record 
$188  million,   more  than  36  times 


•  V . .  the  Sherry-Netherland  is  a 
distinguished  hotel  with  an  aura  of 
grandeur  all  it's  own.  The  accent 
is  unquestionably  continental  and 
the  atmosphere  as  sedate  and 
elegant  throughout  the  hotel  as  at 
the  darkly  graceful  Sherry  Bar. 
The  rooms  are  lovely  and  the 
location  chic." 


Fodor's  New  York  City  1985 


Some 

things  never 

change  at 

The  Sherry... 

We  and  our 

guests  prefer 

to  keep  it 

that  way. 


—  CT/ie  - 
SHGRRY-N€TH£RIAND 


On  the  Park  at  Fifths  59th 

"'SI  Fifth  Avenue,  NY  ,  NY  10022 
[212)  35^  2800  or  (HO0)  223-0522 


Pittsburgh  loses  25%  of  its  water  to  leaks.  Philadelphia, 
St.  Louis,  and  Chicago  lose  15%. 

The  solution  lies  in  new  piping  systems  designed  to  deliver 
water  resources  with  heretofore  unknown  efficiencies.  The 
problems  of  our  infrastructure  are  gaining  national  attention. 
One  company  has  already  gained  international  recognition 
for  providing  solutions.  URS. 


For  a  copy  of  the  36  page  booklet,  "Infrastructure,  Crisis,  or  Opportunity;'  send  $2.00  for  postage 
and  handling  to:  URS  Corporation,  155  Bovet  Road,  San  Mateo,  CA  94402.  (415)  574-5000. 
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COUPON 


Around  the  world,  Hong  Kong  is  rec- 
ognized as  a  leading  manufacturer  and 
exporter  of  an  amazing  range  of  high 
quality,  competitively  priced  products. 
Buyers  who  want  to  find  out  more 
about  doing  business  with  this 
dynamic  city  can  contact  any  of  our 


seven  offices  in  the  Americas. 

We  can  put  you  directly  in  touch 
with  over  22,000  top  trading  contacts 
right  here  in  Hong  Kong. 

Fill  in  the  coupon  and  discover  the 
big  difference  Hong  Kong  can  make  to 
your  profits. 


Please  send  me  more  details  about  the  HKTDC's  many  services  and  full-colour  trade  magazines. 
NAME:  POSITION: 


COMPANY: 
ADDRESS: 


Hong  Kong  Trade 
Development  Council 


I    548  Fifth  Avenue,  6/F,  New  York,  n.y.  ioo36,u.sa.  Promoting  Hong  Kong  business  worldwide.  I 


John  Surkey/Black  S  k 
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Cummins  Engine's  Henry  Schacht 
Bach  in  the  passing  lane. 

1983  earnings,  on  record  sales  of  $2. 
billion,  despite  some  price  cu 
Schacht  also  shrank  long-term  de 
by  21%,  to  $221  million— 29.2% 
total  capital.  (He  spent  $350  millio 
less  than  planned  over  the  last  fi\| 
years.)  "After  a  long,  very  difficu 
period  in  the  marketplace,"  he  say 
"the  economy  generated  a  very  hea\ 
rebound  in  the  truck  market."  O 
mins  did  particularly  well  because 
had  been  cutting  its  costs  for  ye 
Heavy-truck  factories  shipp> 
153,300  vehicles  last  year;  Cummi 
had  60.2%  of  the  engines,  up  hot 
49%  in  1980,  and  more  than  thn 
times  as  much  as  Mack,  its  neare; 
competitor.  New  products  al: 
helped.  Cummins'  L10  model,  intri 
duced  in  1982,  accounts  for  a  goc 
chunk  of  heavy-duty  engine  sales. 

The  momentum  continues.  Firs 
quarter  sales  were  equal  to  last  year 
record  $573  million;  earnings,  2 
though  off  23%  from  the  1984  perio- 
were  a  strong  $29  million.  Bi 
Schacht  is  not  coasting.  "We  don 
think  we  will  repeat  the  performani 
of  1984  this  year,"  he  says.  "We  wi 
have  a  good  year,  but  markets  a 
softer." 

There  is  also  the  competition,  ar 
Schacht  has  an  eye  on  the  Japan 
"Historically  there  have  been  no  Jap 
nese  companies  in  the  U.S.  heav 
truck  markets,  but  four— Nissa 
Hino,  Isuzu  and  Mitsubishi — are  e; 
tering  the  Class  6  market  this  year 
he  notes.  They  will  make  their  ov> 
engines;  thus  competing  with  Cue 
mins'  traditional  customers,  he  say 
They  will  also  sell  "loose"  engine 
another  threat. 

The  Japanese  are  already  here  wil 
small  trucks,  so  as  they  move  up  in' 
heavier  models,  Schacht  is  ready 
meet  them  with  smaller  engine  mo 
els  and  prices  that  have  been  droppii 
steadily  for  three  years.  "The  Japane: 
are  the  low-cost  producers  in  tl 
world,  and  our  job  is  to  make  sure  v 
are  world  class,"  he  says. 
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The  more  you  have  to  insure,  the  more  you  need  Chubb. 


How  Chubb  lives  up 
to  its  claims. 

Every  insurance  company 
promises  to  settle  claims  quickly 
and  fairly.  But  when  a  loss  occurs, 
frustrating  delays  and  disappoint- 
ing settlements  can  show  that  not 
every  company  delivers. 
Chubb  is  different. 
Our  claims  professionals  know 
that  their  job  is  to  settle  claims, 
not  complicate  them.  They  have  the 
knowledge,  the  authority  and-most 
important-the  commitment  to  pay 
most  claims  within  48  hours  of  a 
settlement. 

We  take  more  care  to  establish 
values  when  we  insure  your  home 
and  its  contents.  Even  with  a  fine 
beamed  ceiling  or  a  rare  antique 
rug,  there's  seldom  a  problem  on  the 
amount  of  the  settlement. 

As  America  s  leading  insurer 
of  fine  homes,  we  have  a  sense  of 
responsibility  that  goes  as  deep  as 
your  sense  of  ownership. 

The  more  you  have  to  insure, 
the  more  you  need  Chubb. 

Phone  us  at  800-922-0533  for 
a  complimentary 
brochure  and  the 
name  of  your  local 
independent  agent 
or  broker. 


CHUBB 


The  Chubb  Group  of  Insurance  Companies 
is  proud  to  participate  in  "American  Plavhoi 
Watch  for  it  on  PBS. 
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Readers  Say 


Who  fights  the  drug  war? 

Sir:  Re  "Our  Brass  Doesn't  Know  A 
War  When  They  See  One"  (Fact  and 
Comment,  May  20).  For  someone  who 
has  been  on  the  scene  the  past  28 
years,  let  me  say  that  you  were  abso- 
lutely correct  in  your  assessment  of 
the  drug  crisis  and  your  recommenda- 
tion to  utilize  the  armed  forces. 
— Louis  F.  Salerno 
Customs  Inspector, 
Eagle  Pass,  Tex. 

Sir:  The  armed  forces  are  involved  in 
the    fight    against    drugs.    The    U.S. 
Coast    Guard,    the    smallest    armed 
force  and  oldest  continuing  seagoing 
service,  is  deeply  involved  in  drug  en- 
forcement. These  days,  most  of  the 
action  is  in  the  Seventh  Coast  Guard 
District,  running  roughly  from  Pensa- 
cola,  Fla.  to  Charleston,  S.C. 
— Peter  C.  Olsen 
Lieutenant  Commander, 
U.S.  Coast  Guard 
Governors  Island,  N.Y. 

Fact  and  Comment  has  in  the  past 
(Feb.  16,  1981  and  Aug.  30,  1982) 
warmly  hailed  the  Coast  Guard's  role,  hut 
this  war  also  needs  the  participation  of 
the  Defense  Department. — MSF 


Subsidized  Soviets 

Sir:  Chairman  Dunlap  of  Hawkeye 
Bancorp  accurately  stated  in  Forbes 
(May  6).  "}esus  Christ  Himself 
couldn't  live  on  $2  corn." 

He  should  have  added:  ".  .  .  While 
the  Soviets  are  thriving  on  the  billions 
of  dollars'  worth  of  cheap  grain  that 
our  government  begs  them  to  buy 
from  us  at  prices  way  below  cost  of 
production." 

A  Wharton  economist  estimated 
the  Russians  saved  $32  billion  in  1981 
alone  by  buying  cheap  grain.  The  Rus- 
sians can't  produce  wheat  for  $10  per 
bushel  and  corn  for  $6 — and  the  U.S., 
Canada,  Australia,  Argentina  and  the 
EEC  should  have  more  gumption  than 
to  sell  it  for  any  less. 
— Doug  Wildin 
Hutchinson,  Kans. 


Scotch  says  it  all 

Sir:  I  am  surprised  to  find  a  canny 
Scot  like  Malcolm  S.  Forbes  (Fact  and 
Comment,  May  20)  referring  to  his  na- 


tive spirit  as  "whiskey."  Scotch  is  al 
ways  "whisky,"  as  is  Canadian;  only 
U.S.  and  Irish  are  "whiskey." 
— Norman  G  Hickman 
New  York,  N.Y. 

Forbes  st\ie  is  to  use  "whiskey.  "■ — Ed. 


Warhol  II 

Sir:  That  Andy  Warhol  painting  or 
The  Forbes  500s  (Apr.  29)  is  art?  Bril 
liant?  If  you  wish  to  see  some  painting 
excelling  Warhol's,  come  and  see  tht 
huge  rainbow  we  will  repaint  on  rm 
barn  when  my  graduating-MIT  sor 
comes  home. 
— Alain  Panarusky 
Port  Washington,  Wis. 


Are  they  apathetic? 

Sir:    As    a    recent    college    graduat 
(Class  of  '83),  I  was  overjoyed  at  you  I 
Fact  and  Comment  on  the  subject  o 
"student  apathy"  (Apr.  29).  Most  c 
my  friends  and  I  were  thoroughly  re 
pulsed  by  the  "student  involvement 
of  the  Sixties. 
— Danny  Schroder 
Baytown,  Tex. 


Sir:  Many  students  are  apathetic,  bi 
not     without     some     justificatior 
Many   of  these   young  people  hav 
been  deprived  of  the  most  basic  ekj    ■ 
ments  of  grammar,  logic  and  rhetc 
ric.  We  have  done  them  no  favors  b 
passing  them  from  grade  to  grade  t ' 
high  school  diploma  while  ignorir  ■! 
their    allergies    to    apostrophes    an 
punctuation. 


: 


— Barbara  Spigel 
Lewiston,  N.Y. 


t 

fiRj 


Sir:  I  instruct  what  should  be,  by  yoi 
reasoning,  courses  marked  by  a  pa  i 
sionate  desire  to  learn:  investmen 
and  security  analysis.  And  I  also  ii 
struct  at*a  fine  university:  the  Unive 
sity  of  Texas. 

Even  the  best  student  of  the  grot 
is  rather  easily  lost  if  the  subject  ma 
ter  isn't  easily  memorized.  Studen 
are  more  interested  in  the  busine 
world  gossip  than  in  the  hard  know 
edge  and  the  hard  work  that  is  tl 
normal  requisite  of  success. 
— Michael  Booth 
Dallas,  Tex. 

Sir:  Perhaps  we  should  be  protesti 
economic  prosperity,  a  bright  futul 
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Small  Wonder 


At  last,  pocket-size  radar  protection. 

New  PASSPORT  can  go  with  you  anywhere. 


Kite  simply,  PASSPORT  is  the 
West  superheterodyne  radar 
[ector  ever  made  — only  %  "  tall, 
"wide,  and  AVi"  long.  It  fits  your 
ket  as  easily  as  a  cassette  tape. 

SMD  Technology 

This  miniaturization  is  possible 
y  with  SMDs  (Surface  Mounted 
ices),  micro-electronics  com- 
n  in  satellites  but  unprecedented 
adar  detectors.  When  radar  is 
there,  the  superheterodyne 
uitry  in  PASSPORT  will  find  it- 
r  hills,  around  curves,  anywhere, 
that's  just  part  of  the  story. 

Detailed  Report 

Just  as  important  is  the  way 
iSPORT  provides  a  precise  indi- 
;)n  of  radar  range.  Simply  turn 
SPORT  on  and  set  the  volume 
..At  radar  contact,  the  alert  lamp 
ts  and  the  variable-pulse  audio 
ins  a  slow  warning:  "beep"  for 
pnd  radar,  "brap"  for  Kband. 
ultaneously  a  bar  graph  of 


Hewlett-Packard  LEDs  shows  signal 
strength.  A  photocell  even  adjusts 
the  alert  brightness  to  the  light  level 
in  vour  car. 


"In  a  word, 
the  Passport 


is  a  winner: 


» 


Car  and  Driver  March,  19^5 


Behind  the  Wheel 

As  you  get  closer,  the  pulse 
quickens  and  the  bar  graph 
lengthens.  And  if  you  should  want 
to  defeat  the  audible  warning  during 
a  long  radar  encounter,  a  special 
switch  allows  you  to  "mute"  the 
audio,  yet  leave  RYSSPORT  fully 
armed  for  the  next  encounter.  You 
get  the  complete  radar  picture. 

Upwardly  Mobile 

You  can  take  PASSPORT  any- 
where: on  an  airplane  to  another 
city,  or  to  work  for  trips  in  the 
company  car.  Just  install  on  dashtop 
or  visor,  then  plug  into  your  lighter. 
PASSPORT  keeps  such  a  low  profile, 
it  can  be  on  dutv  without  anyone 


noticing.  And  PASSPORT  comes 
complete  with  a  visor  clip,  wind 
shield  mount,  straight  cord,  coiled 
cord  —  even  a  leather  travel  case. 
And  we  back  PASSPORT  with  a  full 
one  year  limited  warranty. 

Order  Today 

Tn-  PASSPORT  at  no  risk.  Call 
us  toll  free  to  order.  When  your 
PASSPORT  arrives,  take  the'first  30 
days  as  a  test.  If  you're  not  com- 
pletely satisfied,  return  it  and  we'll 
refund  your  purchase  and  your 
mailing  costs.  You  can't  lose. 

Call  Toll  Free  800-543-1608 


IHIffW'IM 
VISA 


$295  (OH  res.  add  $16.23  tax) 
Pocket-Size  Radar  Protection 

Cincinnati  Microwave 
Department  100-044-C25 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


PASSPORT 

RADAR-RECEIVER 


<■  i<)ks  Cincinnati  Microwave,  Inc 


COME    TO    SHERATON 


COME     TO     LUXURY 


LOS  ANGELES 

SHERATON  GRANDE  HOTEL 

SHERATON  PREMIERE  HOTEL 

NEW  YORK 

SHERATON  RUSSELL  HOTEL 

ST.  REGIS  SHERATON  HOTEL 

WASHINGTON,  D.C. 
SHERATON  CARLTON  HOTEL 
SHERATON  GRAND  ON  CAPITOL  HILL 

WAIKIKI  BEACH,  HAWAII 
ROYAL  HAWAIIAN  HOTEL 

©  1985  The  Sheraton  Corporation 


For  those  who  travel 
in  the  style  in  which  they  live. 


Sheraton 

Hotels,  Inns  &  Resorts  Worldwide 
The  hospitality  people  of  ITT 

800-325-3535 

Or  call  your  Travel  Agent. 


NOW'S 
THETMETO 
TURNOVER 

ANEW  LEAF 


Mt 


V 


) 


Canada's  Maple  Leaf 

THERE  IS  NO  SUBSITTUTE  FOR  PURTIY 

Call  800-331-1750  for  the  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  Operator  #  999. 


Canada    * 


and  our  nation's  refound  optimisr 
Isn't  it  ironic  that  yesterday's  "hip 
pies"  are  today's  executives? 
— Norris  (Gus)  Thompson 
— David  M.  Wesley 
Graduating  seniors, 
University  of  North  Dakota 
Grand  Forks,  N.D. 


Wrong  ammo? 

Sir:  Re  your  criticism  of  the  use  of  thl 
"wrong"  ammunition  in  the  Cigna  a 
(Fact  and  Comment,  Apr.  29).  As  a  Mi  | 
rine  in  Vietnam  in  1968,  I  remembe 
carrying  belts  of  link  ammunition  fcl 
the  M-60  machine  gun  (which  use  I 
the  NATO  round  your  reader  d(l 
scribes),  even  though  that  wasn't  m'| 
weapon.  The  machine  gunner  and  hi  i 
assistant  always  needed  more  ammij 
nition  than  they  could  carry. 
— W.D.  Wagner 
Russellvil/e,  Ark. 

See  page  27.— MSF 


Still  doing  it 

Sir:  We  have  not  discontinued  secuiJ 

ties  custody  services  (May  20),  excejl 

for   U.S.    correspondent    banks.   W| 

serve  the  safekeeping  needs  of  corp  f 

rations,  public  bodies  and  foreign  li 

nancial  institutions,  as  well  as  tho  I 

of  private  banking  clients. 

— -John  M.  Morris 

Vice  President, 

Morgan  Guaranty  Trust  Co. 

New  York,  NY. 


The  designing  Italians 

Sir:  How  could  you? 

In  your  Fact  and  Comment  item 
Italian  products  (May  20),  you  me| 
tioned  several  that  merit  praise  \\ 
their  excellent  design.  Yet  you  om  | 
ted  your  favorite  means  of  transpor  j 
tion,  the  motorcycle.  Italian  eye. 
have  long  enjoyed  an  enviable  repu  I 
tion  for  outstanding  styling.  I  enck 
a  photo'  of  the  new  Cagiva  650  Al;| 
zurra  as  evidence. 
— C.R.  Crowther 
Hancock,  Mich. 
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"eyou  even 

that's  bigger  tfa 


(into  the  new 
h  6085. 

>h  is  a  bigger  maker  of 
'hart  both  Xerox91  and 
id  we  got  to  be  so  big  by 
4  full  line  of  copiers  that 
marks  for  quality, 
the  new  Ricoh  6085 
zopier. 

)  though  it's  new,  the 
85  is  already  number  one 
s.  It's  the  first  mid-sized 
ith  so  many  features.  For 
3  it  gives  you  automatic 
■g,  so  you  can  make  two- 


sided  copies  from  one  or  two-sided 
originals.  It  also  gives  you  a  unique 
feature  that  lets  you  automatically 
combine  two  different  images 
on  a  single  copy.  Plus  automatic 
reduction  and  enlargement.  And 
a  really  fast  copy  speed  of  50  copies 
a  minute. 

But  there's  one  thing  about  the 
new  Ricoh  6085  that's  not  unique. 
It's  made  to  the  same  high-quality 
standards  all  Ricoh  copiers  are. 

So,  look  in  to  Ricoh. 

We're  a  copier  maker  that's 
too  big  to  overlook. 
800-222-0878.  In  NJ,  800-222-0879. 


I  Ricoh  Corporation,  5  Dedrick  Place, 
West  Caldwell,  N.J.  07006. 

□  I'd  like  to  look  into  the  new  Ricoh  6085. 

□  I'd  like  to  look  into  the  full  line  of 
Ricoh  copiers. 


I  Name 
Company. 

Address 

City 


.State. 


I  Phone  £ L 


.Zip. 


I  We  respond.         F  6 

Xerox*  and  IBM*  are  registered  trademarks  of  Xerox  Corp. 
and  International  Business  Machines  Corp.,  respectively 
©  1985  Ricoh  Corporation 


The  special  considerations  ofJAL  Executive  Class 


From  the  Americas: 


New  York 


Chicago 


Los  Angeles 


San  Francisco 


ireflight,  inflight,  postflight,  no  other  airline 
Is  more  consideration  to  business  travellers 
ijjapan  Air  Lines. 

find  out  how  we  can  make  your  next  business 
-;0  the  Orient  a  more  profitable  experience. 
pOO)  835-2246,  Ext.  148   in  the  Continental 
pr  your  free  "JAL  Executive  Service"  guide. 


JAPAN  AIR  LINES 

Consideration.  With  us,  it's  a  tradition. 


Anchorage 


Vancouver 


Mexico  City 


Sao  Paulo 


Rio  de  Janeiro 


riC 

k 

tity 


Kit 


Invest  in 
automotive  futures. 


This  is  not  a  conservative  prospectus. 
But  rather  one  which  elegantly  repudiates 
automotive  conformity  and  convention. 

For  Audi  technology  is  a  triumph  not 
merely  of  engineering  excellence,  but 
engineering  innovation. 

Audi  offers  the  most  aerodynamic  lux- 
ury sedans  in  America.  The  only  permanent 
all-wheel  drive  cars.  On-board  compu- 
ters that  are  functional  components  rather 
than  fancy  toys.  Instrument  displays 
that  utilize  fiber  optics.  a 

And  safety  features  so  advanced 


Audi 


they  not  only  help  minimize  the  effects 
of  accidents  but  also  reduce  their  likelihoi 

All  of  which  inspired  Car  and  Driver 
to  say,  "at  Audi  the  future  of  the  automob^11 
is  being  decided." 

Manufacturer's  suggested  retail  prices 
range  from  $13,950  to  $23,875.  (Title,  tax 
transp.,  reg.,  dealer  delivery  charges 
additional.)  For  your  nearest  dealer  call 
1-(800)-FOR-AUDI  in  the  continental  I 

Audi.  The  vehicle  that  not  only  lets  yoi 
invest  in  the  future,  but  rewards  y 
with  the  daily  dividend  of  driving  it 


Fswh 

« there 


«SK 

K?Wes 
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The  art  of  engineering. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  R)rbes,  Editor-in-Chief 


NOW  THAT'S  WHAT  I  CALL  AN  ALL-STAR  PRODUCTION 


V  hit  in  the  making,  the  marriage  of  Signal  Cos.  with 
ied  Corp.  They  don't  come  more  toughly  able  or  clear- 
nking  than  Allied's  Ed  Hennessy.  Nor  more  seasoned  in 
acity  than  Signal's  Forrest  Shumway.  And  that  dynamo 
ke  Dingman  hasn't  stopped  batting  them  out  of  the 


ballpark  since  he  put  Wheelabrator-Frye  on  the  map  and 
joined  it  with  Signal  two  years  ago. 

What  a  gloriously  happy  contrast  this  marriage  makes 
to  the  shotgun-splattered  matings  of  other  corporations 
these  many  recent  months. 


IT  WAS  40  TEARS  AGO  THE  WAR  ENDED 


dost  of  the  world's  living  weren't  even  born  then. 
ior  those  of  us  then  in  our  late  teens  and  twenties,  that 
-decade  of  bloody  struggle  totally  engulfed  our  lives, 
lone  doubted  the  cause,  no  one  questioned  the  vileness 
lat  Holocaust's  igniters. 

iTiile  the  remembering  of  the  dead  and  the  memories  of 

e  who  lived  through  World  War  II  have  been  moving, 

1  more  moving  for  most  Americans  has  been  the  heart - 

lingly  late  first  embracing,  national  salute  to  the  dead 

B  surviving  soldiers  of  Vietnam. 

i  jiagine.  It's  ten  years  after  that  bitterest,  most  vicious- 

COVERAGE  THAT  ISN'T 

J  networks  get  a  lot  of  bum  raps  from  critics  of  the  it's- 
hallow  school,  the  bad-for-children  prattlers,  the  blas- 
ters when  the  flavor's  not  to  their  bias.  Et  al. 
i^t  there  are  some  occasions  when  TV  cameras  are  so 
guided  they  deserve  to  be  whacked.  A  prime  example: 
lie  Oth  anniversary  of  North  Vietnam's  crushing  of  the 
J.J  efforts  to  stem  the  red  tide  in  Southeast  Asia.  What  did 
»e  ;e?  We  saw  the  networks  "there"  in  Saigon.  A  great 
)ar  !e  in  now-named  Ho  Chi  Minh  City.  Beginning  at  7:52 
uti  the  exact  moment  the  last  Marine  a  decade  earlier 
was  hoppered  away  from  the  top  of  the  U.S.  Embassy. 

Vis  there  any  footage  or  talk  of  the  genocidal  bloodbath 
tf  V'.tnamese  that  followed?  Millions  marched  out  of  the 


ly  divisive  war  that  its  dead  are  significantly  memorial- 
ized, some  of  its  veterans  honored  and  ticker-taped. 

In  the  years  since  the  U.S.  left,  millions  of  Vietnamese 
and  Cambodians  have  died,  and  are  dying,  under  genocid- 
ally  maniacal  "victors."  China  spends  and  bleeds  trying  to 
contain  those  bordering  vipers  they  had  so  long  nourished 
and  who  are  now  the  Kremlin's  Southeast  Asian  bastion. 
In  that  great  U.S. -developed  naval  base  of  Camranh  Bay 
now  resides  a  multiplying  Soviet  navy. 

I'm  glad,  on  the  40th  anniversary  of  WWII,  that  veterans  of 
the  Vietnam  War  arc  receiving  a  wee  measure  of  their  due. 

GIVES  TV  LOW  MARKS 

cities  to  camps  and  death.  Any  footage  of  boat  people 
drowning  when  not  macheted  by  pirates  as  these  victims 
sought  sanctuary?  Any  footage  of  the  Vietnamese  butch- 
ery and  occupation  of  Cambodia?  Any  coverage  of  the 
daily  ongoing  incursions  over  the  Thailand  border? 

Nope.  Just  an  empty  parade  of  "victors."  Nothing  about 
the  subsequent  cost  in  millions  of  lives  and  a  potent  threat 
to  freedom  by  some  of  the  most  efficiently  evil  men  since 
Adolf  Hitler. 

Showing  only  a  Vietcong  "victory"  parade  agonizingly 
missed  the  opportunity  for  real  reporting,  for  providing 
meaningful  perspective,  for  significant,  not  superficial, 
news  reporting. 
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WHETHER  BALLOONING  WOULD  GET  OFF  THE  GROUND  IN  CHINA 
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Friendship  Balloon  at  the  Great  Wall 


in  response  to  our  Forbes  Magazine  Friendship  motorcycle/ 
hot  air  balloon  tour  there  three  years  ago  was  very  problem- 
atical. But  today  they're  Up,  Up  and  away,  as  reported  by 
Julia  Wilkinson  in  the  Far  Eastern  Economic  Review: 

"Few  would  have  expected  so  quickly  the  most  bizarre 
and  extraordinary  development  that  recently  took  place  in 
China's  sporting  scene:  an  interest  in  hot  air  ballooning. 

"In  October  1982,  Malcolm  Forbes  had  made  one  of  his 
famous  goodwill  missions,  this  time  to  China  with  a  team 
of  motorcyclists  and  a  hot  air  balloon  emblazoned  with  the 
designs  of  the  Chinese  and  American  flags  and  the  words: 
'Forbes  Magazine  Hails  Chinese-U.S.  Friendship.' 

"That  friendship  was  stretched  to  its  limits  when  Forbes 
decided  to  break  the  strict  prohibition  on  any  'free  flying' 
(only  tethered  flights  had  been  allowed)  and  took  to  the 
skies,  once  [as  a  result  of  honest  misunderstanding]  in  Xian, 

and  again  in  Pe- 
king, the  second 
time  landing  on 
an  army  artillery 
field,  much  to  the 
consternation  of 
the  officials. 

"Forbes  later 
explained  that  he 
had  wanted  to 
demonstrate  free 
ballooning  to  the 
Chinese  and  in- 
troduce   it    as    a 

sport  to  his  hosts. 

He  capped  the  achievement  by  donating  the  balloon  to  the 
Chinese  when  he  left.  Balloonists  around  the  world,  many 
of  whom  had  dreamed  of  flying  in  China  as  one  of  the  last 
challenges  left  in  the  lighter-than-air  sport,  were  both 
envious  and  dismayed.  Had  Forbes  blown  their  chances? 

"But  only  two  years  later,  the  Chinese  Aeronautical 
Sports  Association  (CASA)  gave  an  enthusiastic  reception 
to  the  offer  by  veteran  Danish  balloonist,  Kai  Paamand,  to 
stop  in  China  on  his  way  to  Japan's  First  International  Hot 
Air  Balloon  Championships.  'It  seems  the  only  reason 
Forbes  was  not  given  official  permission  for  a  free  flight 
was  that  he  was  two  years  too  early,'  said  Paamand. 

"  'When  I  contacted  the  CASA  to  offer  my  services  as 
balloon  pilot  and  instructor,  I  didn't  know  what  to  expect. 
I  knew  they  had  the  Forbes  Balloon  [he  had  given  them) 
but  had  no  idea  if  they  had  been  flying  it,  or  even  if  they 
wanted  to.  But  within  a  week,  I  had  an  official  invitation 
to  visit  China.  And  when  I  arrived  with  my  Chinese- 
speaking  companion,  Peter  Hansen,  we  were  treated  with 
the  greatest  hospitality.  It  seems  they  were  just  waiting  for 
someone  like  me  to  pop  up,  offering  assistance.' 

"But  even  more  obvious  to  Paamand  was  the  enthusi- 
asm the  officials  at  Anyang  and  within  the  CASA  showed 
for  competitive  flying.  'It's  clear  that  they  are  not  just 
interested  in  occasional  fun  flying,'  he  said.  'They  obvious- 
ly want  to  enter  the  world's  ballooning  scene.'  " 

By  way  of  confirmation  that  hot  air  ballooning  is  indeed 

blooming  in  China  came  this  cablegram  from  Chan  Hanz- 

hang,  who  was  our  host  on  behalf  of  the  China  Sports 

Commission  during  our  tour  in  1982: 


China's  first  homemadt 
balloon  rises 


"I  am  very  pleased  to  tell  you  that  there  has  been  alreai 
a  bright  start  in  introducing  the  hot  air  ballooning  activi 
in  China.  At  present,  two  factories  are  experimental 
producing  the  hot  air  balloons  and  they  have  made  sor 
encouraging  progress.  We 
should  first  of  all  thank  you  for 
your  previous  help.  The  Bal- 
looning Commission  of  China 
Aviation  Association  asked  me 
about  the  plan;  you  told  me  in 
November  1982  that  you  would 
invite  us  to  your  country  for 
training  and  would  present  us 
another  balloon  on  which  Chi- 
na's national  flag  is  printed.  Is 
that  still  possible?  They  also 
wanted  to  know  whether  you 
can  help  them  to  take  part  in 
the  World  Championships 
which  would  be  good  opportu- 
nities for  them  to  have  experi- 
ence. Besides,  we  still  have  diffi- 
culty in  producing  Blast  Valves.  Ballooning  will  be  rapic 
popularized  if  you  can  kindly  supply  us  10  blast  valv 
Your  help  and  information  on  manufacturing,  maintain] 
and  piloting  of  the  balloon  would  be  greatly  appreciate 
They  would  like  to  discuss  with  you  the  possibility 
further  promoting  ballooning  activities  in  China." 

Mr.  Chan's  letter  was  shortly  followed  by  this  one: 

"I  floated  the  first  hot  air  balloon  of  our  country  wr. 
you  sent  two  years  ago.  Recently  my  factory  manufactui 
balloon  envelope  and  succeeded  to  float  with  the  fuel  tar 
and  the  propane  burning  assembly  which  you  sent, 
have  been  developing  the  tank  and  burner  assembly  nc 
Can  you  give  us  help  in  technology  of  ballooning?" 

To  our  positive  reply  came  this  cable: 

"Our   Association    are    happy    to    accept    your   kil 
invitation  and  send  7  member  balloon  team  to  Amer 
in  early  June. 

"We  are  very  happy  a  second  hot  air  balloon  will  t 
presented  by  the  Forbes  family  and  Forbes  Magazine. '  \ 
would  appreciate  if  it  carried  the  words  'Sino-Americf 
Friendship.' 

[signed]  "Quin  Duxun,  Vice- 
President,  Chinese  Aeronautical 
Sports  Association" 

It  is  good  to  know  that  the  bal- 
looning seeds  planted  in  the  turbu- 
lence of  that  forbidden  Peking  first 
free  flight  are  sprouting  with  such 
hardy,  hearty  enthusiasm. » 

As  Confucius  surely  must  have 
said — with  perhaps  different 
words — a  trying  beginning  with  a 
happy  ending  is  much  better  than 
no  beginning  at  all.  (A  film  of  the 
1982  China  trip,  The  Yin  &  the  Yankee,  will  be  she 
this  month  on  Public  Broadcasting  stations.*) 


•Schedule  for  The  Yin  a>  the  Yankee:  Atlanta,  Channel  30,  June  15,  10  p.m.;  Boston,  Ch.  2,  June  16  &  21,  2  p.m.;  Chicago,  Ch.  1 1,  June  25,  9  p.m.;  Cleveland,  Ch.  25,  June 
p.m.;  Dallas,  Ch.  13,  June  13,  8  p.m.;  Houston,  Ch.  8,  June  16,  7  p.m.;  Los  Angeles,  Ch.  28,  June  25,  10  p.m.;  Milwaukee,  Ch.  36,  June  25,  6  p.m.;  New  York,  Ch.  13,  June 
p.m.;  Pittsburgh,  Ch.  13,  June  11,  10  p.m.;  Washington,  Ch.  26,  June  11,  10  p.m. 
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DON'T  FAIL  TO  READ  "THE  HEART  OF  THE  MATTER"  ON  PAGE  136 

It's  a  bleeding  shame— nearly  a  bloody  crime— the  way        Read  all  about  it  in  Forbes  staffer  Laura  Saunders'  report 

ur  tax  system  is  draining  the  equity  lifeblood  of  U.S.  in  this  issue.  It's  more  than  unfortunate  that  the  political 

orporations.  The  hemorrhaging  accelerates,  and  the  plas-  climate  is  such  that  the  extensive  tax  revisions  now  in  the 

ia  substitute  of  debt  is  no  long-term  life  sustainer.  works  won't  deal  with  the  gut  of  this  problem. 

CIGNA  AND  SOLDIER*  SHOOT  DOWN  AD  CRITIC 


Of  all  people  to  have  gone  along  with  the  erroneous 
riticism  of  this  advertisement,  I  have  the  least  excuse, 
ossibly  not  too  many  other  Forbes  readers 
ere  Section  Sergeants  of  30-caliber,  wa 
:r-cooled  machine  guns  in  WWII.  As 
le,  how  could  I  have  forgotten 
)w  we  pressed  everyone  in  the 
atoon — regardless  of  the 
'liber   weapons    each    was 


easures. 
ECT  cookies  and  a 
glass  of  ice  cold  milk." 
In  the  Cigna  ad,  too,  head 
and  illustration  are  stop- 
pers. But  flawed,  as  one 
Forbes  reader  pointed  out: 
"The  men  are  holding  Brit- 
ish machine  guns,  which 
fire  9mm  rounds.  Why  then 
are  they  carrying  much 
larger  NATO  rounds  over 
r  chests?" 
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med  with — to  help   carry 
,:tra  machine  gun  ammuni- 
on  into  action. 

Cigna's  Marketing  Vice  Presi 
^  nt  Thomas  Cobb  is  absolutely  right 
|ien  he  writes,  "I  challenge  your  conclusion  (Fact  and     leers  would  have  to  be  carried  by  the  entire  group." 
I  imment,  Apr.  29)  that  our  advertisement  was  'flawed.'        *see  Readers  Say,  p.  20. 


"Your  reader  was  correct  that  the  submachine  guns 
depicted  need  9mm  ammunition,  while  the  terrorists' 
bandoleers  contain  7.62  NATO  car- 
tridges. This  was  done  by  design. 
"Our  premise  was  that  any 
well-armed      terrorist      group 
would  have  at  least  one  ma- 
chine gun  in  their  arsenal  and 
that  most  probably  it  would  be 
chambered  for  7 .62  NATO  .Since 
it    is    unlikely    that    terrorists 
would  strike  with  less  than  1,000 
rounds  of  ammunition  for  the  ma- 
chine gun,  realistically  the  extra  bando- 


DUMPING  ON  THOSE  DOWN 

puts  the  dumpers  on  the  same  level. 


IF  YOU'VE  BEEN  STUNG 

swift  reaction's  the  antidote. 


BOOKS 


•  Once  Upon  a  Time — by  Gloria  Van- 
derbilt  (Alfred  A.  Knopf,  $16.95). 
You've  never  read  a  childhood  recol- 
lection quite  like  this  stream-of-recall 
by  the  most  celebrated  Custody  Case 
child,  whose  life  began  with  the  Roar- 
ers of  the  Roaring  Twenties  and  hit 
full  glare  during  the  Depression  Thir- 
ds. She  brings  you  into  her  childhood  mind — front-page 
wdlines  swirling  like  a  tornado  around  a  child  who  little 
knprehended.  She  ended  up  her  very  young  years  having 
W  nightmare  come  true — losing  the  nurse  who  was  the 
[titer  of  her  tiny  universe. 

fcerpt:  Nurse  Keislich  is  going  to  be  leaving  soon.  Yes, 
h  Judge  Carew  decided  that  would  be  in  your  best 
fkrests,  so  soon  she'll  be  on  her  way.  But  not  immediate- 
K-probably  just  before  Christmas.  Yes,  we  all  concur 
lit  just  before  the  New  Year  would  be  the  best  time — 
f#rt  the  New  Year  off  on  the  right  foot,  so  to  say,  and  that 
Wl  give  you  ample  time  to  adjust  to  this  little  change — 
(yt,  ample  time  before  the  new  nurse  takes  charge. 
|f  \un  run.  Down  the  hall.  Run  run  upstairs.  I  ran  into  the 
«  mountain  of  Big  Elephant.  My  heart  broke  and  the 
\bod  of  it  gushed  from  me  into  the  soft  sweet  love  of  her, 
&  torrent  of  it  sped  and  sped  on  and  away,  spreading  on 
m  her.  .  .  .  And  from  that  moment  to  this — nothing  has 

Ir  been  the  same  again. 


The  Restless  Decade 


JOHNGU.7AANN5 

PHOTOGRAPHS  OF  THE  THIRTIES 


#  The  Restless  Decade:  John 
Gutmann's  Photographs  of  the 
Thirties  (Harry  N.  Abrams, 
$29.95).  Really,  almost  every 
other  photography  volume  on 
the  years  of  our  Great  Depres- 
sion has  done  it  better.  The  jack- 
et says  this  man  of  reasonable 
talents  has  captured  "a  special 
vitality  and  energy."  I  don't  see  it  here. 

•  Stick — by  Elmore  Leonard  (Arbor 
House,  $14.50).  A  great,  fun  fiction 
(now  Burt  Reynolds'  latest  movie) 
about  an  ex-con  who  outscrews  the 
screwy  big-time  Gold  Coast  drugateers. 

Excerpt:   "There  must  be  something 
you  hear  listening  to  all  these  rich  peo- 
ple can  do  some  good. " 
"Something   they  don't  know  they're   telling  you," 
Stick  said. 

"Yeah,"  Cornell  said,  dragging  the  word.  "You  got  it." 
"Only  you  don't  know  what  you're  listening  for. " 
"Not  till  I  hear  it,"  Cornell  said.  "But  when  I  hear  it — 
you  understand  met — then  I'll  know  it. " 
"You  been  listening  for  four  yearsl" 
"What's  the  hurry  I"  Cornell  said. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Room  Rent 

The  State  of  Kentucky  raised  $32 
million  in  a  recent  bond  issue  to  solve 
a  pressing  problem:  disintegrating 
jails.  They  decided  to  secure  the  debt 
on  the  bonds — by  raising  the  fees  for 
district  court  costs  for  anyone  found 
guilty  of  a  misdemeanor.  The  charge 
has  gone  from  $32  to  $42,  with  the 
resulting  $10  per  conviction  produc- 
ing almost  $4  million  per  year.  It  is 
most  accurately  termed  a  "Convic- 
tion Tax,"  but  it  is  essentially  an  ex- 
tension of  the  "user  fee"  technique. 

— Peter  Dawkins, 

Shearson  Lehman/ American  Express, 

NY  Business  Speaks 

Arms  Diet 

The  Pentagon  still  maintains  almost 
all  of  the  5,000  installations  it  had  in 
1969,  even  though  its  military  and 
civilian  work  force  has  shrunk  from  5 
million  to  3  million.  The  Grace  Com- 
mission estimated  that  maintaining 
unnecessary  bases  cost  the  Pentagon 
as  much  as  $3  billion  a  year.  .  . . 

One  way  to  bring  military  pensions 
a  little  more  in  line  with  civilian  ones 
would  be  to  pay  current  retirees  under 
the  age  of  62  only  half  the  cost-of- 
living  adjustment.  The  Congressional 
Budget  Office  estimates  that  would 
save  $22  billion  in  defense  authority 
over  the  next  five  years.  .  .  . 

Carriers,  at  $3.5  billion  each,  are 
already  under  construction.  But  Con- 
gress could  still  save  $25  billion  or  so 
over  several  years  by  using  the  ships 


to  replace  old  carriers  and  forgoing  the 
extra  airplanes  and  the  attendant 
fleets  of  cruisers,  destroyers  and  frig- 
ates needed  for  each  battle  group. 

Killing  the  MX  would  save  $12  bil- 
lion over  the  next  five  years. 

The  Army's  $6.7  million  Sergeant 
York  antiaircraft  gun,  despite  endless 
tinkering,  consistently  fails  to  hit 
moving  targets  and  currently  is  in 
limbo  pending  further  tests.  Killing 
the  Sergeant  York  would  reduce 
planned  outlays  by  at  least  $2.5  bil- 
lion over  the  next  five  years.  ...  By 
upgrading  its  M-113  personnel  carri- 
ers and  buying  only  2,200  Bradleys, 
the  Army  could  save  $4  billion. 

— Richard  I.  Kirkland  Jr.,  Fortune 

Oh,  Night  Soil 

Occasionally  there  just  is  no  conve- 
nient middle  term  between  a  vulgar- 
ity and  an  artificial  learned  word. 
(Who  ever  stubbed  his  toe  in  the  dark 
and  cried  out,  "Oh  feces" — or  alterna- 
tively, "Oh,  night  soil"?) 

— Robert  M.  Adams, 
New  York  Times  Book  Review 

Pub  or  Extra  L? 

While  unemployment  continues  to 
grab  the  headlines,  those  who  do  have 
jobs  in  Britain  are  getting  more  time 
off.  The  Employment  Gazette  reports 
that  the  average  manual  worker  now 
has  a  39-hour  week  (down  from  40 
hours  in  1979)  and  nearly  22  days' 
paid  holiday  a  year. 


Although  it  is  official  trade  uni 
policy  to  press  for  shorter  hours,  mi 
British  workers  would  still  rather  s 
rifice  an  extra  hour  in  the  pub  than 
extra  fiver  to  spend  there.  Employ 
fear  that  reduced  hours  will  mean  i 
tra,  and  expensive,  overtime.  So  mu 
for  freeing  up  jobs  for  the  unemploy 
—The  Econom 


Students  do  not  know  wh 

it  is  that  they  do  not  knou 

— Ralph  Barton  Perry,  American  i 

losopher,  arguing  against  w 

stricted  elective  courses  at  Harvt 

Straight  Staff,  by  James  Dea 


Stuck  on  the  Book 

Tokyo — No  matter  how  ridiculi 
the  situation,  the  Japanese  can 
trusted  to  take  a  rigid  stand  wl 
they  adhere  to  the  letter  of  the  lav 

The  Kanagawa  District  Board 
Education  is  forced  to  pay  bonu 
and  wages  to  the  39-year-old  reca 
trant  teacher  who  has  not  entered 
classroom  for  more  than  a  year. 

The  teacher  puts  his  seal  on 
attendance    register    every    morn 
and  then  retires  to  his  car  to  sleej 
read  until  classes  are  dismissed, 
then  drives  home. 

The  Kanagawa  Board  of  Educat 
says  it  will  continue  to  pay  the  r< 
gade  because  the  book  of  regulati  s 
does  not  contain  any  rule  which  s  k 
ulates  that  a  teacher  must  teach. 

— Peter  Hazelht  :, 
The  Straits  Times,  Singap  e 


We're  all  pretty  tense.  My  father  is  a  takeover  target. " 


Pet  Tour  Plant 

My  plants  were  terrific  pets — 1(  j 
ly,  companionable  creatures  ll 
would  not  chew  my  socks  or  wet  e 
living  room  rug.  Better  yet,  they  v  e 
not  noisy,  did  not  have  fleas,  and  j  i- 
erally  speaking,  did  not  snarl  at  I 
guests  even  when  a  drink  was  poi  d 
into  their  homes  or  a  cigarette 
squished  out  on  their  heads. 

Isn't  a  plant  one  of  the  best  pets 
could  have? 

Worry  is  out. 

Plants  want  to  survive. 
— Robert  P.  Bauman,  Plants  As 

Easy  Fix 

Statistics  indicate  that  most  i 

[cycle]    accidents    occur    within 

miles  of  home.  (The  logical  resp( 

to  that,  of  course,  is  to  move  awa 

— Grace  Butcher,  R 


r 
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THE  COPIER  WITH 
THE  CALCULATING  MIND. 

Canons  NP-350F  is  so  clever  H  gives  you 
30  copies  a  minute,  choke  of  copy  colors,  programmable  zoom, 

and  full  system  flexibility; 


The  NP-350F  has  a  creative 
mind,  too.  With  Canon's  exclusive 
Color  Developer  System, 
you  can  make  copies  in  black, 
brown  or  blue.  Or  combine  all 
three  and  let  your  imagination  be 
your  quide.  - 


The  NP-350F  gives  you 
zoom  capability  so  you  can  pick 
any  ratio  from  64%  reduction  to 
121%  enlargement.  In  fact,  it's  so 
smart  it  even  helps  you  find  the 
precise  zoom  ratio  you  need. 
Just  punch  in  the  dimensions  of 
your  original  and  the  image  size 
you  want.  The  copier  picks  the 
right  ratio.  Automatically 


At  30  letter-size  copies  a 
minute,  the  NP-350F  thinks  fast. 
Just  right  for  getting  even  the 
biggest  copying  jobs  done  in  a 
hurry.  You  get  fast  first  copies 
too— just  6.6  seconds. 


"%^"X*^         TheNP-350F 
^W  not  only  gives  you  2  preset 

.reductions  and  1  enlargement, 
it  can  also  be  programmed  to 
remember  2  other  zoom  settings 
The  memory  stores  them.  And 
you  can  change  them  as  easily  as 
you  change  your  mind. 


•^^    AE  means 
automatic  exposure, 
with  automatic  exposure 
NP-350F  can  scan  each 
original  and  lighten  or  darken 
the  exposure  for  optimum 
copy  quality  No  more 
guesswork.  This  copier  does 
the  thinking  for  you. 


and  magazines.  The  NP-350F 
can  take  two  facing  pages  and 
deliver  a  separate  copy  of  each 
page  Automatically 
copying  time  in  half, 


anon 


Come  see  the  Canon 
Sammy  Davis,  Jr 
)  Greater  Hartford  Open 
July  25-28.  or  watch 
it  on  CBS  Television 


Canon 

PLAIN  PAPER  COPIER 
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More  Capacitance  Per  Pound 

In  the  refinement  of  tantalum  powder  "more  capacitance  per 
pound"  simply  means  the  ability  to  make  more  capacitors  from 

the  same  pound  of  tantalum. 

Fansteel  has  developed  new  technologies  for  making  tantalum 

powder  do  more  by  significantly  increasing  its  capacitance  per 

pound.  That's  good  news  for  the  electronics  industry  which 

requires  billions  of  tantalum  capacitors  each  year. 

Extraction,  purification,  production  of  tantalum  ingots,  bars, 

powders,  alloys,  carbides,  tantalum  sheet  foil,  tubing,  rod,  wire 

and  capacitor  grade  powders  are  all  operations  of  Fansteel's 

Metals  Division. 

Improved  cost-efficiency  of  tantalum  powder  is  just  one  reason 
why  it  will  pay  you  to  know  more  about  us. 


[Fansteel 


t 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


BANK  REGULATORS  AND  CONGRESS 


ust  alter  the  system  for  federal  deposit  insurance.  The 
ost  immediate  and  necessary  change  is  in  the  pricing. 
Otherwise,  we're  going  to  experience  more  and  more 
inking  scandals  and  crises.  Not  what  we  saw  in  Ohio  and 
laryland  (a  result  of  a  lack  of  federal  insurance),  but 
^lapses  triggered  by  bad  loans  and  investments,  such  as 
;'re  getting  with  a  growing  number  of  savings  banks. 
'Today,  premium  rates  for  deposit  insurance  are  the 
;me  (one-twelfth  of  1% )  for  all  member  banks,  regardless 
the  quality  of  a  bank's  loan  portfolio.  This  absurdity 
[courages  speculation. 

The  current  deposit  insurance  system  worked  adequate- 
iwhen  interest  rates  were  regulated  and  banks  had  gov- 
nment  protection  against  competition.  But  inflation  and 
|;hnology  have  blasted  those  barriers.  Financial  institu- 
i>ns  have  invaded  the  banker's  turf,  and  vice  versa. 
This  deregulation  has  intensified  competition.  A  growing 


number  of  banks  are  tempted  to  take  greater  risks  to  keep 
profitable.  They  advertise  juicy  interest  rates  for  deposits 
and  invest  the  proceeds  into  paper  offered  by  questionable 
government  bond  dealers,  into  low-grade  corporate  securi- 
ties (junk  bonds)  and  into  speculative  real  estate  deals. 

People  give  such  banks  their  money  because  it  is  pro- 
tected by  Uncle  Sam.  Depositors  of  sounder  banks  and, 
ultimately,  U.S.  taxpayers  are  left  holding  the  bag. 

A  more  realistic  pricing  mechanism  for  low-grade  port- 
folios would  remove  the  lure  of  speculative  profits. 

Obviously,  judging  the  soundness  of  a  bank's  invest- 
ments and  loans  is  no  precise  science.  Five  years  ago 
energy  loans  were  regarded  as  blue-chip.  But  such  a  system 
would  stamp  out  the  growing  number  of  egregious  abuses 
we  read  about  daily. 

What  are  the  regulators  waiting  for? 

What  is  Congress  waiting  for? 


IMMIGRATION 


Congress  will  soon  take  up  again  the  sensitive  subject  of 
gal  aliens.  It  came  close  last  year  to  passing  the  Simp- 
Mazzoli  bill,  which  would  have  penalized  employers 
o  knowingly  hired  "undocumented  workers"  and 
uld  have  given  amnesty  to  illegals  who  had  lived  in  the 

for  several  years, 
awmakers  will  come  up  with  better  legislation  this 
le  if  they  come  to  grips  with  several  basic  realities. 
in  important  portion  of  this  country's  prosperity  is  now 
pendent  on  illegals.  Not  just  for  servicing  hotels,  restau- 
ts,  etc.,  but  for  more  skilled  jobs  as  well,  in  construc- 
l,  in  computers  and  elsewhere.  The  American  South- 
st  would  suffer  a  depression  without  them.  In  Silicon 
ley  more  than  one-fifth  of  the  workers  are  probably 
documented."  Studies  show  that  immigrants — legal 
illegal — contribute  far  more  to  the  economy  than  they 
e  out.  They  pay  taxes  in  excess  of  what  they  get  in 
emment  services. 

mployer  sanctions  won't  work.  They've  been  tried  in 
er  countries  and  have  largely  failed.  In  this  country, 
)loyers  and  civil  libertarians  will  clog  the  courts  with 
>  of  thousands  of  individual  cases. 


Mexico  needs  "a  safety  valve."  If  that  country's  most 
productive,  energetic  people  have  no  outlet  for  their  tal- 
ents and  no  alternative  hope  of  entering  the  U.S.,  they 
could  turn  into  a  destructive  political  force  at  home. 

What  should  Congress  do? 

We  should  significantly  liberalize  our  immigration  laws. 
We  formally  admit  about  500,000  immigrants  a  year.  A 
country  of  our  population  and  size  could  easily  absorb  two 
to  three  times  that  number.  If  the  estimates  made  by 
experts  on  the  number  of  illegal  aliens  entering  this  coun- 
try every  year  are  to  be  believed,  we  are  currently  coping 
with  that  number  of  immigrants  anyway.  We  also  ought  to 
make  it  easier  for  employers  to  hire  foreign  workers  for  a 
fixed  period  of  time.  Their  earnings  would  help  ease  the 
plight  of  families  in  Mexico  and  elsewhere  while  not 
having  them  become  permanent  residents  here.  Finally, 
we  should  add  real  muscle  to  the  overworked  Border 
Patrol;  frustrated  foreigners  would  then  more  likely  try  the 
legal  route. 

Together,  these  measures  would  be  more  effective  than 
those  in  the  original  Simpson-Mazzoli  bill  or  in  the  some- 
what modified  version  just  introduced  by  Senator  Simpson. 
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Morgan  Guaranty  is  managing 

bond  issues  in  more  currencies 

than  any  other  underwriter 


Progressive  deregulation  of  financial  mar- 
kets and  increased  investor  interest  have 
accelerated  the  already  rapid  growth  of 
the  non-U.S.  dollar  capital  markets.  In  the 
1984  Euromarket  alone,  new  issue  volume 
of  non-dollar  bonds  soared  67%  over  the 
1983  total  to  the  equivalent  of  $15.1  billion. 

More  and  more  multinationals  are 
turning  to  The  Morgan  Bank  for  non-dol- 
lar bond  financing.  In  the  first  quarter  of 
1985,  Morgan  Guaranty  Ltd  was  lead  man- 
ager of  bond  issues  in  more  currencies 
than  any  other  underwriter  in  the  world. 

With  its  unique  set  of  capabilities, 
Morgan  is  a  truly  global  financial 
intermediary. 

□  As  a  major  participant  in  the  inter- 
national securities  markets— as  well  as 
the  worldwide  foreign  exchange,  govern- 
ment bond,  and  bullion  markets— we 
have  an  exceptional  ability  to  perceive 
and  exploit  market  opportunities  for  our 
clients. 

□  Morgan  is  the  leading  counterparty 
that  can  act  with  equal  proficiency  as 
either  principal  or  agent  in  interest-rate 
or  currency  swap  transactions. 

□  Morgan's  financial  strength,  reflect- 
ed in  our  AAA/Aaa  senior  debt  ratings, 
lowers  our  clients'  costs  and  risks  in 
inter-market  arbitrage. 

Our  clients  find  that  using  foreign  cur- 
rency bond  markets  broadens  their  inves- 
tor bases  and  facilitates  economic  and 
accounting  hedges  of  overseas  invest- 
ments. Through  currency  and  interest- 
rate  swaps,  we  help  them  create  dollar 
obligations  at  substantially  reduced  costs. 
We  also  identify  opportunities  to  earn 
arbitrage  profits  in  non-dollar  markets. 

Some  examples  of  how  Morgan  helped 


Non-U.S.  dollar  issues 

lead-managed  by  Morgan  Guaranty 

January  through  April,  1985 

Bacob  Finance 

NZ$  35  million 

Bank  of  Tokyo 

A$  50  million 

Bntish  Petroleum 

¥  17  billion 

British  Petroleum 

£  50  million 

Chrysler  Financial 

SF  150  million 

Credito  Italiano  (London) 

ECU  70  million 

FNI  International  Bank 

ECU  135  million 

Furopean  Investment  Bank 

ECU  200  million 

Furopean  Investment  Bank  C$  75  million 

Furopean  Investment  Bank 

DKR  250  million 

Gaz  de  France 

FF  500  million 

1C  Industries 

C$  50  million 

J  C  Penney 

¥  26  billion 

Marubeni 

C$  200  million 

McDonalds 

¥  25  billion 

Megal  Finance 

ECU  75  million 

Nordic  Investment  Bank 

DKR  200  million 

PepsiCo 

SF  130  million 

Peugeot 

FF  500  million 

Sparekassen  S.D.S 

DKR  250  million 

Sterling  Drug 

L  30  million 

borrowers  take  advantage  of  new  opportu- 
nities in  non-dollar  markets  in  1985: 

Sterling.  We  were  book-running  lead- 
manager  for  Euro-sterling  bond  issues  for 
Bntish  Petroleum  and  Sterling  Drug. 

ECUs.  Morgan  was  book-running  lead 
manager  of  a  record-setting  ECU  135  mil- 
bon  floating-rate  note  issue  for  EN  I  Inter- 
national Bank. 

French  francs.  Morgan  managed  the 
first  three  French  franc  issues  offered 
this  year.  We  were  co-lead  manager,  with 
two  French  banks,  of  a  Gaz  de  France 
issue  that  reopened  the  Euro-French 
franc  bond  market  after  a  four-year  lapse. 

The  Morgan  Bank 


Then  we  were  co-lead  manager  of  an 
issue  for  Peugeot  and  co-manager  of 
issue  for  the  European  Coal  and  Stee 
Community. 

Australian  dollars.  For  Bank  of  Tol 
we  were  co-lead  manager  of  an  A$50 
lion  issue. 

Danish  krone.  We  were  lead  man 
for  the  first  two  issues  in  the  Euro-D; 
ish  krone  bond  market,  which  open 
this  year. 

Swiss  francs.  In  the  Swiss  public  1 
market,  Morgan  Guaranty  (Switzerla 
Ltd  was  book-running  lead  manager 
an  issue  for  PepsiCo  and  was  co-lead  i 
manager  for  an  issue  for  Chrysler 
Financial. 

Yen.  For  J  C  Penney,  we  arranged  I 
dollar  fixed-rate  funding,  at  a  cost  be 
the  yield  on  US.  Treasury  notes,  thrc  |h 
a  Euro-yen  bond  issue  and  currency  i  ip 

Deutschemarks.  In  Germany  Mor  n 
Guaranty  GmbH  is  one  of  the  few  foi 
eign-owned  firms  that  German  capit 
market  guidebnes  allow  to  act  as  boc  : 
running  lead  manager  of  Euro-Dent   I 
mark  issues. 

New  Zealand  dollars.  Morgan  was  le 
lead  manager  for  a  NZ$35  million  iss  j 
for  Bacob  Finance. 

Measure  our  performance.  Let  us  ft 
pete  for  your  mandate.  You'll  find  we  j- 
Uver  innovative  and  well-tailored  ser  jes 
in  the  capital  markets  with  the  same  jgh 
quality  and  skill  that  have  long  been  jll- 
marks  of  all  Morgan  banking  busine 

Morgan  Guaranty  Ltd,  30  Throgmor  i 
Street.  London  EC2N  2DT 

Morgan  Guaranty  Trust  Company, 
23  Wall  Street,  New  York,  NY  10015 
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Fewer  kids 
at  the  prom 


Who's  helped, 
who's  hurt 


The  ball  is 

in  the  Fed's 

court 


UNEMPLOYMENT— FIRST  THE  BAD  NEWS 

Fewer  than  2.7  million  high  school  students  will  dress  up  for 
graduation  proms  this  year.  The  peak  number  (3.154  million)  was  in 
1977.  The  projected  low  point,  before  the  recent  uptick  in  the  birth  rate 
takes  effect,  will  be  2.3  million  in  the  summer  of  1994. 

The  long  view  is  cheerier  than  the  short.  In  the  next  ten  years  pressure 
on  unemployment  will  ease,  mostly  because  of  demographic  changes, 
but  between  now  and  then  there  will  be  nasty  patches  to  traverse. 

If  the  economy  grows  no  faster  than  the  miserable  0.7%  increase  in 
real  GNP  of  the  first  quarter,  unemployment  will  soon  start  to  rise 
above  the  present  7.3%  rate. 

The  unemployment  rate  as  reported  differs  from  the  so-called  natural 
level  of  unemployment  that  economists  speak  of.  The  latter,  a  theo- 
retical number,  takes  account  of  the  economy's  potential  at  a  given 
moment.  When  reported  unemployment  falls  below  the  natural  level, 
labor  shortages  appear,  leading  to  rising  wage  and  inflation  rates. 

The  natural  rate  rose  from  4.5%  in  the  mid-1950s  to  6.5%  in  the  early 
1980s,  thanks  to  the  baby  boom  and  the  explosive  growth  in  the 
number  of  women  going  to  work.  Both  trends  have  reversed. 

The  natural  unemployment  rate,  says  Martin  Neil  Baily,  senior  fellow 
at  Brookings  Institution,  will  decline  to  5.5%  in  the  early  1990s,  an 
unambiguously  good  development  since  it  means  the  economy  can 
run  faster  with  more  people  at  work  without  refueling  rising  prices. 

But  there  are  built-in  tensions.  Regions  dependent  on  older  uncom- 
petitive industries  will,  as  now,  have  a  higher  proportion  of  those 
without  jobs.  And  black  youth  will,  as  now,  suffer  disproportionately. 

Total  youth  unemployment  is  now  17.7%,  down  from  a  24%  peak  in 
June  1983.  But  for  whites  it  is  14.9%,  for  minorities  35.3%. 

The  good  news,  that  more  blacks  are  going  to  college  and  that  there 
will  be  relatively  fewer  white  youth  and  women  for  them  to  compete 
with  for  jobs,  will  be  offset  by  the  continuing  higher  birth  rate  among 
minorities.  The  actual  number  of  minority  youth  unemployed  will  be 
down,  but  the  headline-making  percentages  will  be  up. 

How  close  the  actual  unemployment  rate  will  get  to  the  natural 
level  is  unanswerable.  It  mostly  turns  on  future  Federal  Reserve 
policies. 

The  dream  of  full  employment  brings  with  it  the  implication  of  a  tight 
labor  market  and,  as  night  follows  day,  the  Fed's  anxiety  about  re- 
newed inflation. 

If  history  is  any  guide,  the  Fed  will  continue  to  err  on  the  side  of 
caution,  easing  the  brakes  (as  now)  only  on  evidence  that  its  squeeze 
has  been  too  severe. 

Politically  troublesome  as  it  may  be,  that  suggests  there  could  still  be 
around  7  million  unemployed  Americans  in  1990,  despite  all  the  new 
jobs  that  are  being  created. 
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The  Forbes  Index 
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Not  ready  to  quit.  With  a  0.3%  gain,  the  Forbes  Index  hit  a 
new  high  in  the  latest  reporting  period.  While  still  some 
5.4%  below  the  record  level  of  June  1984,  new  housing 
starts  continue  to  recover  from  the  doldrums.  They 
jumped  20.7%  over  the  previous  month's  figure.  Manufac- 
turers' new  orders  rose  1%  from  month-earlier  figures, 
while  retail  sales  posted  a  0.9%  gain. 


The  CPI  rose  0.4%  over  the  previous  month,  or  4.9% 
an  annualized  basis.  One  month  earlier  the  CPI  w| 
increasing  at  a  5.3%  annual  rate.  The  annual  rate  for  t 
services  component  of  the  CPI  is  now  3.8%.  In  contran 
personal  income  is  now  growing  at  a  7.3%  annual  ra 
Finally,  industrial  production  fell  0.2%  from  the  previcj 
month,  even  though  it  is  up  2%  from  a  year  ago. 


The  Forbes  Index  Components 


The  Forbes  index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit  , 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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_  UNFORTUNATELY  THIS  IS 
ONE  OF  THE  FEW  DOCTORS 
AMERICANS  SEE  REGULARLY 


While  everybody  recognizes  the  value  of  preventive 
I  health  care,  the  reality  is  that  very  few  people  see  a  doctor 
■  unless  something  is  wrong. 

In  fact,  millions  of  Americans  don't  even  have  their  own 
!  doctor  to  see. 

As  a  result,  correctable  conditions  go  uncorrected. 

And  treatable  illnesses  become  untreatable. 

It's  a  senseless,  all  too  frequently  tragic  problem, 

It's  also  an  expensive  one. 

Because  people  without  doctors  tend  to  use  emergency 
rooms,  at  emergency  room  prices,  for  any  medical  prob- 
lem they  have.  Whether  it's  a  bad  cold  or  a  broken  leg. 

What  it  all  amounts  to  is  that  too  many  people  are  get- 
ting too  little  care.  At  too  high  a  price. 

And  that's  why  we've  made  a  serious  commitment  to  a 
lew  form  of  health  care  delivery 
!   At  CIGNA  Healthplan,  we  operate  Health  Maintenance 
Organizations  that  deliver  high  quality  accessible  and 
I  affordable  health  care. 


For  a  small  monthly  payment,  plus  a  few  dollars  a  visit, 
CIGNA  Healthplan  provides  members  with  a  comprehen- 
sive package  of  health  benefits.  As  well  as  ready  access  to 
a  CIGNA  physician  of  their  own. 

This  obviously  encourages  the  kind  of  preventive  care  that 
can  stop  small  medical  problems  from  becoming  big  ones. 

In  fact,  a  recent  Rand  Corporation  study  showed  that 
membership  in  an  HMO  reduced  hospitalization  by  as 
much  as  40%  over  a  five-year  period. 

And  reduced  health  care  expenses  by  close  to  25%  dur- 
ing that  same  time. 

Not  surprisingly  we  already  have  over  750,000  members 
enrolled  nationwide. 

If  you  think  we  might  be  of  value  to  your  company  write 
to  CIGNA  Corporation,  Department 
R2 ,  One  Logan  Square,  Philadel- 
phia, Pennsylvania  19103.  That  way 
your  employees  would  have  two 
doctors  to  see.One  of  ours.  And  Dr.  J. 


CIGNA 


\ 


1 



- 1      —             i       

HUGHES  COMMUNICATIO] 

MS 

F 

is  is 
3ur 
opl< 

E 

tor 
tern 
deas 

N. 

WE  MAKE  IDEAS 

IAPP 

Hugl 

ies  Corr 
ight  hei 
iprovinj 

imunicatior 
e  on  earth.  < 
•;  the  way  pe 

using  space 

satellite  sys 

;  exchange  i 

each 
sare 
.and 

solutk 

>nsr 
irr 

information,  d 

langing  the 

way  pe< 

>ple 

do  business 

T 

If 

With  a  sop 

iistic 
ellitej 

ated  n< 

;tw« 

>rkc 

)fea 

irth 

stations 

5 

sati 

.  and  microwa, 

relinks. 

Hughe; 

> 

oners  ii 

le  bes 

»t  in  communica 

. 

i 

i 

Wheth< 

it  it's 
so-co 

high-s 
nferen 

pee 

ci«£ 

dda 
r»or 

ta  transmission 

> 

vide 

point-to -multi- 

^k^l                              ^^k. 

poir 

it  infc 

>rmati 

on  distr 

ibution, 

Hughe* 

. 

i 

■fet 

muni 

cation 

s  gives  ) 

rou  state 

-of-the- 

1 

at 

tteel 

molog 

yph 
tati< 

as  proven  re 
)n  for  deper 

liability 

Ther 

lughc 

js  repu 

idability 

' 

^^                            and  it 

inova 

tion  h< 

ism 

ade 

ust 

tie  c 

ompany 
ndustry 

r 

• 

0                                                                                                           • 

ofchoi 

ce  in 

the  coj 

tun 

unic 

:atic 

insi 

JStO 

1 

That'! 

►  why 

MCI  a 

ske< 

I  Hi 

lghc 

provide 

3 

mm^^^^MmBmB^Kaxtzr-  K 

satellite  c 

apacit; 

pfoi 

rthe 

irlc 

>ng 

distance 

•  . 

\fHF~             service. 

That's 

wh 
tive 

ylB 

M  c 

ame 
eEc 

to  us  to 
lucation 

irhplemei 

it  its  ] 

nterac 

Satellit 

j; 

rNerw 

ork.  1 

hat  s  wny 

the  U.S. 

Nai 

ry  chose 

us  to 

desig 

n  a  cost-el 

lective  s 
aunch  b 

-atel 
yth 

lite  spe- 

eNASA 

cifical 

4 i-J 

y  intended  for  1 

jpace  shuttle.  And  tnat  s 

why  tin 

inn 

>st  pres- 

1 

^f    —                                                                                         |      ti^imi«  namp«  in  rah] 

e  televis 

ion 

selected 

^m      ill            Jl 

Hughes  to  transmit  their  pro 

grai 

tiirning. 

Hughes  Communications.  People  with 

^■■MMH 

exxraoruiiiary  requirements  come  to  us  ior 

' 

1 

extraordinarv  solutions. 

— 

1 

I 

COMMUNICATIONS 

■ 

For  fu  1 

her  infc ' 

nation  :all 

Cm  ii  S  Wrn 

en,  Hlc 

hesCcr 

nmunic ; 

itions. 

PO  Bo 

.924/1 

Los  A  ige 

es  I  A9000E 

(213) 

j /.mix 

' 

■! 

HI 

I! 

1GI 

AIHCHAF  T   COMPANY 

CATIONS, 

INC. 

HUOI 

IESC< 

>MMUNI 

a  sub  a 

diary 

Forbes 


Will  Taiwan  join  the  ranks  of  the  world's 
automobile  exporters?  Ford,  Nissan  and 
Madame  Yen  intend  to  find  out. 


Another  player 
on  the  stage? 


By  Andrew  Tanzer 


If  Korea  can  export  cars,  why 
can't  we?"  demands  Vivian  Yen. 
This  charming  71 -year-old  busi- 
nesswoman is  chairman  of  Taiwan's 
largest  auto  manufacturer,  Yue  Loong 
Motor  Co.  She  poses  a  reasonable 
question.  The  prosperous  island  home 
of  Nationalist  China  competes  fierce- 
ly with  Korea  in  electronics  and  tex- 
tile and  footwear  products.  Why  not 
cars,  where  Korea  already  has  ambi- 
tious plans?  Taiwan's  auto  parts  in- 
dustry, a  $400  million-a-year  export- 
er, is  already  well  developed.  Assem- 
bly-line wage  rates,  around  $3  an 
hour,  including  fringe  benefits,  are 
just  25%  of  Japan's  and  on  a  par  with 
Korea's.  The  island's  competitive  and 
expanding  steel  industry  should  pro- 
vide plenty  of  raw  material. 

Madame  Yen's  Yue  Loong,  fortified 
by  selling  a  25%  stake  to  Japan's  Nis- 
san, hopes  to  use  the  Japanese  car- 
maker's global  sales  network  to  ped- 
dle Yue  Loong  cars.  (Nissan's  equity 
investment  still  awaits  Taiwan  gov- 
ernment approval,  expected  within 
weeks.)  The  other  company  experi- 
menting with  Taiwanese  car  exports 
is  Ford  Motor  Co.  Through  Ford  Lio 
Ho  Motor  Co.,  a  70% -owned  local 
subsidiary,  Ford  will  begin  exporting 
30,000  cars  a  year  in  1986  after  ex- 


panding its  local  plants.  "We  have  an 
inherent  belief  that  Taiwan  offers  op- 
portunity to  be  a  low-cost  source  for 
vehicles  and  components,"  explains 
John  Fenner-,  president  of  Ford  Lio  Ho. 
"Our  export  program  [$36  million  in 
investment)  is  a  relatively  inexpen- 
sive way  to  test  that  theory." 

Ford  will  export  the  Laser,  a  car 
with  a  1500cc  engine  designed  by  its 
Japanese  affiliate,  Mazda.  The  com- 
pany won't  say  where  the  vehicles 
will  go — only  that  it  won't  be  to  the 
U.S. — but  this  could  change  if  GM's 
Japanese  and  Korean  strategy  should 
threaten  Ford's  Escort  sales.  Right 
now,  concedes  Fenner,  production 
costs  of  the  Laser  are  higher  in 
Taiwan  than  in  Japan,  where  Mazda 
makes  the  same  model,  but  these 
should  fall  with  increased  volume, 
given  Taiwan's  relatively  low-paid 
but  high-quality  labor. 

Significantly,  Taiwan  already  has  a 
substantial  auto  industry,  but  its  mar- 
ket is  limited  by  the  size  of  the  popu- 
lation— 19  million — and  the  crowded 
conditions  on  the  island.  Taiwan's 
auto  industry,  with  six  assemblers,  is 
fiercely  competitive  and  saddled  with 
overcapacity.  In  spite  of  high  prices 
($8,000  for  a  subcompact,  25%  of 
which  is  taxes),  Yue  Loong,  for  in- 
stance, earned  just  $6  million  on  rev- 
enues of  $450  million  in  1984,  when 
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i  hour  in  Taipei 

linkly,  it  would,  be  a  nightmare  if  everyone  in  Taipei  bought  a  car. 


Photos  by  Paul  Fetters 
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Businesswoman  in  a  man's  world 


Taiwan 's  Vivian  Yen 

A  tough  manager  behind  a  gentle  facade. 


W'  hen  Vivian  Yen  took  control 
of  Taiwan's  $450  million 
(sales)  Yue  Loong  Motor  Co.  from 
her  ailing  businessman  husband  in 
1976,  she  admits  she  was  a  little 
scared.  "I  found  it  rather  difficult 
to  do  business,"  she  says  in  her 
nearly  flawless  English.  "Chinese 
society  is  strongly  male  dominat- 
ed. Women  are  supposed  to  work 
in  the  kitchen."  Now  71,  but  look- 
ing ten  years  younger,  Yen  quickly 
proved  she  could  stand  the  heat 
and  has  become  one  of  Taiwan's 
wealthiest  and  most  prominent, 
business  people.  She  and  her  kin 
control  a  majority  of  Yue  Loong  (a 
publicly  traded  company  with  a 
recent  market  value  of  $170  mil- 
lion) and  a  string  of  other  business- 
es including  Tai  Yuen  Textiles  Co. 
(sales  of  $100  million)  and  China 
Motor  Co.,  the  island's  second-big- 
gest truckmaker  (after  Yue  Loong) 
and  a  Mitsubishi  licensee. 

Born  into  a  wealthy  Mandarin- 
turned-textile-merchant  family  in 
China's  Jiangsu  province,  Yen  was 


educated  at  missionary  schools  in 
Shanghai.  She  married  T.L.  Yen,  a 
German-educated  mechanical  en- 
gineer, in  a  traditional  Chinese  ar- 
ranged marriage.  As  Mao's  com- 
munists advanced,  the  Yens  es- 
caped to  Hong  Kong  and  then 
Taipei.  Yen  earned  her  master's  de- 
gree in  international  relations  at 
Columbia  University  during  a  U.S. 
sojourn  in  the  early  1950s. 

After  her  husband  founded  the 
auto  company  in  1953,  she  pursued 
an  academic  career  while  cutting 
her  teeth  as  an  executive  running 
Tai  Yuen  Textiles.  She  was  named 
chairman  of  Yue  Loong  when  he 
died  in  1981.  Her  gentle,  cultured 
manner  disguises  but  doesn't  less- 
en a  tough,  domineering  manner  of 
management.  "She  doesn't  dele- 
gate power,"  says  an  employee. 
"She  wants  to  control  everything, 
maybe  because  she's  a  woman." 
Yen  dismisses  such  complaints  as 
coming  from  males  who  don't  feel 
comfortable  dealing  with  or  taking 
orders  from  a  woman. — A.T. 
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it  sold  65,000  cars  and  light  trucks;  it: 
capacity  is  200,000  vehicles  a  year — 
almost  double  total  auto  sales  in 
Taiwan.  Motorcycles  remain  the  pre- 
ferred means  of  transportation. 

"Frankly,  it  would  be  a  nightmare  if 
everyone  in  Taipei  bought  a  car,"  say 
Ford's  Fenner. 

The  auto  industry  is  something  of 
an  anomaly  in  a  country  that  pay 
much  lip  service  to  free  trade.  "Wi 
gave  them  [the  carmakers]  too  mud 
protection,"  concedes  Hsu  Kuo-an,  di- 
rector of  the  government's  Industrial 
Development  Bureau.  Domestic  pro 
ducers  hid  behind  the  shield  of  a  65% 
duty  on  car  imports  and  a  ban  or 
Japanese  autos.  A  minimum  local 
content  ratio  of  70%  protected  parts- 
makers. 

Beginning  next  year,  tariffs  on  cai 
imports  will  be  lowered  to  30%  ovei 
six  years  and  the  local  content  ratic 
cut  to  50% .  Chilled  by  the  cold  winds 
of  foreign  competition,  the  Taiwanese 
companies  must  either  expand  or  die 
To  expand  means  to  export. 

Taiwan  once  had  major  export  am 
bitions  in  autos.  In  December  1982  ; 
proposed  joint  venture  betweei 
Toyota  Motor  Co.  and  the  state-rur 
China  Steel  Corp.  to  build  a  300,000 
unit  export-oriented  plant  was  ini 
tialed.  But  the  two  sides  sparred  ove 
local  content  and  export  ratios,  am 
the  proposal  collapsed  last  September 

That  leaves  Yue  Loong  and  Ford  th 
leading  contenders,  with  the  forme 
counting  heavily  on  marketing  hel] 
from  Nissan.  "You  cannot  isolat 
yourself,"  insists  Yen,  a  small,  soft 
spoken  woman  who  looks  and  sound 
much  younger  than  her  years.  "It'! 
part  of  the  world  trend  of  all  car  com 
panies'  relying  on  each  other,  of  intei 
mingling."  She  wants  Nissan  to  hel; 
Yue  Loong  sell  older  models  in  Asia 
countries  like  India  and  to  marke 
new  cars  in  the  U.S.  In  1986  th 
Taiwanese  company  will  unveil  th 
first  car  it  designed  itself,  a  1600cc 
engine  vehicle. 

Near  term,  some  of  the  goverr 
ment's  economic  planners  think  th 
prospects  are  better  for  exportin 
Taiwanese  automotive  component; 
in  which  Taiwan  already  has  exper: 
ence  in  mass  production.  GN 
Chrysler,  Ford  and  Nissan  have  a 
shown  interest  in  buying  from  tb 
island. 

Longer  term,  all  eyes  keep  focusiii 
on  the  People's  Republic,  with  whoi 
Taiwan  has  expanding,  if  indirec 
trade  ties.  Impossible?  Taiwanese  e: 
ports  of  motorcycles  to  China  vj 
Hong  Kong  have  risen  sharply  th 
year.  Cars  next? 

Stranger  things  have  happened.  ■ 
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Forced  by  the  takeover  artists — or  fright- 
ened of  them— Big  Oil  is  retrenching.  Not 
Sohio.  It  is  acquiring  what  others  shed. 

Sohio  bucks 
the  trend 


By  Ruth  Simon 


wo  President  John  Miller  and  Chairman  Alton  Whitehouse  Jr. 

ee  to  concentrate  on  the  oil  market  instead  of  the  stock  market 


Mike  sicinlx-r^Black  Siar 


It  pays  sometimes  to  have  a 
wealthy  and  protective  parent. 
Take  Standard  Oil  of  Ohio.  Be- 
cause 55%  of  its  stock  is  held  by  Brit- 
ish Petroleum  Corp.,  Sohio  has  no  fear 
of  Boone  Pickens  or  Carl  Icahn.  So, 
while  many  bigger  companies  are  "re- 
structuring"—i.e.,  dismantling  as- 
sets—to buy  off  or  frighten  off  pred- 
ators, Sohio  is  expanding.  Under 
Chairman  Alton  Whitehouse  fr.  it  is 
pouring  billions  into  exploration,  re- 
fining and  marketing;  it  is  even  think- 
ing about  a  major  infusion  of  capital 
into  its  moneylosing  minerals  subsid- 
iary. While  other  industry  leaders 
worry  about  takeovers  and  the  stock 
market,  Whitehouse  can  concentrate 
on  the  oil  market. 

Like  other  oil  companies,  Sohio  has 
been  hurt  by  falling  petroleum  prices. 
Profits  dropped  10%  in  the  first  quar- 
ter of  this  year  compared  with  that  of 
1984,  to  $343  million,  after  a  9%  drop 
in  1984  earnings,  to  $1.5  billion. 

More  ominous,  the  Alaskan  oil  that 
transformed  Sohio  into  a  major  player 
will  begin  to  decline  in  just  two  years. 
By  1992  production— and  cash  flow— 
from  Alaska  (now  close  to  $12.75  per 
share)  will  drop  by  half.  But  instead  of 
putting  his  company  into  virtual  liq- 
uidation to  keep  the  stock  market 
happy,  Whitehouse,  with  full  backing 
from  his  powerful  major  shareholder, 
is  going  into  high  gear.  Whitehouse, 
58,  who  joined  the  company  in  1968 
as  general  counsel,  acknowledges  that 
replacing  Prudhoe,  barrel  for  barrel,  is 
"probably  an  economically  foolish  ob- 
jective. Still,"  he  adds,  "we  have  a  fair 
shot  at  greatly  mitigating  and  maybe 
offsetting  the  production  decline." 

Since  1980,  with  BP's  help,  Sohio 
has  funneled  $7.6  billion  into  explora- 
tion and  production,  boosting  staff 
40%  and  building  a  portfolio  of  leases 
in  Alaska  and  the  Gulf  of  Mexico.  It 
recently  set  up  Sohio  Petroleum  Inter- 
national to  probe  for  oil  overseas. 

The  results?  So  far  not  encouraging. 
Between  1978  and  1984,  it  had  the 
second-highest  average  domestic  find- 
ing cost,  $19.43  per  barrel,  and  one  of 
the  lowest  replacement  rates,  16%,  in 
the  industry.  Also,  two  years  ago,  its 
Mukluk  Island  test  well,  the  most 
expensive  ever,  came  up  dry,  turning 
Sohio's  most  promising  field  into  a 
disastrous  dry  hole.  But  last  year  the 
situation  improved,  and  Sohio  added 
more  reserves  than  it  produced.  The 
real  payoff,  Whitehouse  says,  won't 
come  for  three  to  five  more  years. 

Exploration  may  be  its  biggest  gam- 
ble, but  Sohio  also  is  expanding  in 
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refining  and  marketing,  low-margin 
businesses  most  companies  are  trying 
to  escape  from.  This  year  it  acquired  a 
refinery  and  715  company-  and  dealer- 
operated  gas  stations  divested  by 
Chevron  as  part  of  its  merger  with 
Gulf.  The  $350  million  purchase  will 
boost  refining  capacity  by  44%  and 
retail  outlets  by  nearly  35% .  Last  year 
Sohio  paid  $92  million  for  Truckstops 
Corp.  of  America.  "There  are  going  to 
be  some  survivors  who  will  do  well  in 
that  [marketing  and  refining]  busi- 
ness," argues  President  John  Miller,  a 
25-year  Sohio  veteran.  "We  think  we 
are  going  to  be  one  of  them."  Miller 
rightly  points  out  that  Sohio  didn't 
have  much  oil  of  its  own  prior  to 
Prudhoe  Bay  and  yet  survived  solely 
from  marketing  and  refining.  "It  is 
our  traditional  business,"  he  says. 

However,  Sohio's  success  was  as  a 
regional  marketer.  "Concentration, 
concentration,  concentration,"  says 
Morgan  Stanley's  Barry  Good.  "Those 
are  the  three  advantages."  While  the 
Gulf  refinery  is  a  modern  facility,  its 
marketing  facilities  are  more  dis- 
persed than  Sohio's.  Gulf  controlled 
6.8%  to  12.3%  of  the  market  in  the 
states  it  gave  up,  says  petroleum  ana- 
lyst Dan  Lundberg.  Sohio  is  accus- 
tomed to  a  25%  market  share  in  Ohio. 

What  about  Kennecott  Copper,  that 
white  elephant  purchased  for  $1.7  bil- 
lion in  1980?  It  has  lost  $537  million 
over  the  last  four  years  as  a  strong 
dollar  and  increased  Third  World  im- 
ports have  sent  copper  prices  hurtling 
down.  Faced  with  this  predicament, 
Amoco,  Arco  and  Pennzoil  have  all 
decided  to  spin  off,  sell  or  write  off 
their  mining  operations. 

Sohio,  on  the  other  hand,  says  it 
may  modernize  its  Bingham  Canyon 
mine,  which  closed  in  March  after 
copper  producers  failed  to  extract  de- 
sired wage  concessions  from  the  Unit- 
ed Steelworkers.  That  could  cost  $600 
million.  Why  do  it?  "The  reserve  is 
clearly  the  finest  in  the  U.S.,"  White- 
house  replies.  Moreover,  copper 
prices  have  begun  to  rise.  Good  mon- 
ey after  bad?  Many  oil  analysts  think 
Sohio  and  BP  are  being  stubborn  in 
refusing  to  write  it  off. 

Sohio  has  pared  off  some  75  money- 
losing  operations,  mostly  chemicals 
and  industrial  products.  Last  year  it 
bought  back  nearly  5%  of  its  own 
stock,  and  has  set  aside  $100  million 
for  more  purchases  this  year.  But  the 
stock,  recently  trading  at  48 'A,  only 
60%  of  the  value  of  its  properties,  is 
among  the  most  undervalued  in  the 
industry,  says  Kurt  Wulff  of  Donald- 
son, Lufkin  &  Jenrette. 

Nevertheless,  BP,  which  depends 
on  Sohio  for  half  its  earnings  and  rev- 


enues, shows  no  sign  of  restlessness. 
"We  don't  try  to  manage  the  com- 
pany. We  never  have,"  says  Alastair 
Manson,  head  of  BP  North  America 
and  a  Sohio  director.  Manson  hints, 
however,  that  BP  was  not  entirely 
consulted  on  the  Kennecott  purchase, 
adding  that  BP's  board  now  must  ap- 


prove any  capital  expenditure  ov 
$35  million. 

Whitehouse  lets  the  hint  drop,  h  i 
has  his  problems,  but  they  are  go< ' 
problems  compared  with  those  facii 
so  many  other  oil  companies.  Soh 
can  plan  for  the  long  pull,  and  thai 
quite  a  luxury  these  days.  ■ 


Wall  Street  is  cutting  into  his  business,  bx 
is  Howard  Stark  unhappy?  Not  a  bit. 


Tulip-bulb  time 
in  TV  Land 


By  Allan  Dodds  Frank 


Howard  Stark  always  has  a  suntan. 
"I'm  just  as  comfortable  doing  busi- 
ness around  the  pool  at  the  Beverly 
Hills  Hotel  or  at  the  Racquet  Club  in 


Palm  Springs  or  the  Coral  Beach  CI 
in  Bermuda  or  in  Palm  Beach," 
says.    "All  I  need  is  a   telephc 
Stark's  phones  ring  a  lot  these  days 
his  favorite  haunts.  He's  a  broker 
television  and  radio  stations. 


Media  broker  Howard  Stark 

You  get  a  tan  hanging  around  the  pool  at  the  Beverly  Hills  Hotel. 
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In  the  past,  buyers  and  sellers  of 
newspapers  and  TV  stations  dealt  di- 
rectly with  one  another  or  through 
brokers.  This  is  changing.  Capital 
Cities/ ABC,  for  example,  must  spin 
off  15  radio  and  TV  properties  to  meet 
FCC  regulations.  The  business  has 
gotten  so  big  that  major  investment 
bankers — Goldman,  Sachs;  Morgan 
Stanley;  Shearson  Lehman;  First  Bos- 
ton— have  moved  in. 

But  Stark  isn't  moaning.  In  con- 
junction with  Goldman,  Sachs  (which 
has  done  six  media  deals  worth  $1.2 
billion  this  year  and  has  three  going), 
Stark  is  hawking  more  than  $  1  billion 
in  broadcast  properties  being  spun  off 
by  Capital  Cities/ ABC.  This  could  in- 
volve $10  million  in  brokers'  fees. 

Last  year  106  TV  stations  sold  for 
$2.8  billion.  In  the  first  quarter  of  this 
year,  60  stations  changed  hands,  for 
53.9  billion.  That's  about  $50  million 
ii  commissions  to  split  among  the 
niddlemen,  and  the  year's  not  even 
lalf  over. 

Last   month    the   Chicago    Tribune 
nought  KTLA,  an  independent  TV  sta- 
ion  in  Los  Angeles,  for  $510  million, 
-toward  Stark  remembers  when  he 
;.old  the  station  to  Gene  Autry  in  1964 
[  or  $12  million.  Autry  later  sold  it  in  a 
leveraged  buyout  involving  Kohlberg 
Kravis  Roberts,  for  $245  million. 
1  Why  the  runaway  prices?  An  aide  to 
;nedia  mogul   Warren   Buffett   com- 
ares  TV  stations  to  Old  Master  paint- 
ngs — there  are  only  so  many,  and  you 
an't  go  wrong  with  them.  "The  safe- 
y  net  is  the  predictability  of  perfor- 
lance,"  says  John  Suhler,  president 
f  media  investment  firm  Veronis, 
uhler  &  Associates.  "If  you  misjudge 
:,  you  have  many  exit  paths,  none  of 
rhich  say,  'You're  dead.'  " 
A  new  owner  can  jump  profits  in- 
Jtantly  by  doing  what  local  owners 
rere  more  reluctant  to  do:  raise  rates 
a    old    friends.    Deregulation    has 
elped  prices  jump,  too.  An  owner 
eed  no  longer  hold  a  station  three 
ears,  and  standards  that  discouraged 
raited  partners  are  less  strict. 
"What  broadcasters  are  really  see- 
ig  now  is  the  direct  result  of  their 
forts  to  have  the  FCC  remove  itself 
lorn  their  lives,"  says  former  FCC 
lhairman  Charles  Ferris.  But  dereg- 
jation  cuts  both  ways.  Ferris,  now 
acticing  law,  represents  Ted  Turner 
his  takeover  bid  against  CBS — an 
jifriendly  bid  that  might  not  have 
ken  possible  under  the  old  rules. 
Deregulation  is  heating  up  cable 
stems,  too.  In  1987,  FCC  regulation 
cable  system  charges  ends  in  mar- 
ts with  three  or  more  over-the-air 
</  stations.  "There  are  100  top  mul- 
'le-systems  operators,  and  one  half 


Christopher  Shaw  of  Henry  Ansbacher  Inc. 

"One  half  will  buy  the  other  half  in  the  next  five  years." 


will  buy  the  other  half  in  the  next  five 
years,"  says  Christopher  Shaw,  depu- 
ty chairman  of  Henry  Ansbacher  Inc., 
an  investment  bank  specializing  in 
media  properties.  Cable  broker  John 
Waller  III  predicts  system  owners  will 
try  to  double  basic  subscriber  fees, 
while  cutting  prices  for  add-ons  like 
HBO  and  Cinemax.  Recently,  Time 
and  Tele-Communications  Inc.   bid 


$750  million  stock  and  $500  million 
debt  assumption  for  Warner  Amex 
Cable,  but  that  won't  be  the  last  bid. 
"If  I  owned  stations  in  major  mar- 
kets, I'd  be  sorely  tempted  to  sell, 
because  this  euphoria  can't  contin- 
ue," says  Charles  Kadlec,  president  of 
a  Washington,  D.C.  broadcast  apprais- 
al firm.  Still,  Kadlec  goes  on  to  say: 
"But  I'm  proved  wrong  every  day."  ■ 


As  I  See  It 


What's  wrong  with  the  military  budget  is 
not  fraud  but  too  many  lawyers  and  too 
many  officers  arguing  over  kennel  fees. 

Grandstanding  on 
the  Maginot  Line 


By  Subrata  N.  Chakravarty 

T|  he  Pentagon's  Inspector  Gen- 
eral announces  that  half  the 
nation's  top  100  contractors  are 
under  investigation  for  criminal 
wrongdoing,  General  Electric  pleads 
guilty  to  fraud,  and  David  Lewis  an- 


nounces his  retirement  under  fire  as 
CEO  of  General  Dynamics.  Why  is 
defense  spending  such  a  mess? 

We  put  the  question  to  Edward  N. 
Luttwak,  sometime  adviser  to  Ronald 
Reagan  and  author  of  a  new  book,  The 
Pentagon  and  the  Art  of  War  (Simon  &. 
Schuster).  Luttwak,  42,  is  no  anti-de- 
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Georgetown  University's  Edward  Luttwak 
Full  employment  for  three-star  generals. 


fense-spending  liberal  but  a  conserva- 
tive Senior  Fellow  at  Georgetown 
University's  Center  for  Strategic  & 
International  Studies. 

Luttwak  answered  that,  by  looking 
for  sensational  disclosures  about  $700 
hammers  and  $8,000  coffeepots,  the 
press  was  focusing  public  attention 
on  the  wrong  things. 
Luttwak.  It's  not  so  much  fraud  as 
showmanship  and  grandstanding  by 
Secretary  of  Defense  Caspar  Wein- 
berger and  Navy  Secretary  John  Leh- 
man, who  are  launching  personal  at- 
tacks on  individuals  in  industry  and 
canceling  contracts  that  amount  to 
petty  cash  in  order  to  convince  Con- 
gress and  the  people  that  they  are 
looking  seriously  at  defense  spending. 
What  we  have  is  contractors  caught 
between  the  frenetic  specification 
writing  by  the  military  bureaucracy 
on  the  one  hand  and  the  laws  of  Con- 
gress on  the  other.  Between  the  two  of 
them,  they  are  creating  an  obstacle 
course.  And  the  only  people  who  can 
go  through  the  obstacle  course  are  not 
competitive  small  businesses  but, 
rather,  big-overhead  operations.  And 
then  they  bleat  about  the  overhead. 

You  mean  the  $700  hammers  really 
cost  $700? 

Luttwak.  Absolutely,  it  is  a  real  expen- 
diture, because  of  the  overhead  re- 
quired to  comply  with  hundreds  of 
laws,  fill  out  hundreds  of  documents. 
The  fatal  thing,  of  course,  is  that  this 
is  done  at  the  expense  of  strategy. 

You  draw  a  parallel  between  the  thinking 
that  led  to  the  French  Maginot  Line,  which 


the  Germans  circumvented  so  easily  in 
World  War  II,  and  American  thinking 
today.  In  what  way? 

Luttwak:  The  French  Parliament  had 
many  commissions  of  inquiry  on  the 
Maginot  Line  to  investigate  reports 
that  contractors  had  overcharged  in 
building  the  bunkers.  They  did  not, 
however,  pause  to  investigate  the 
strategic  utility  of  the  Maginot  Line — 
whether  it  was  militarily  correct. 

In  our  system  it  is  the  same  way. 
For  40  years  we  have  perpetuated 
force-structure  priorities  formed  dur- 
ing the  Second  World  War,  when  we 
faced  different  enemies.  Today  we 
face  the  Soviet  Union,  which  is  a  con- 
tinental power.  If  you  sink  all  of  the 
Soviet  merchant  ships,  it  wouldn't  af- 
fect their  war  economy  at  all.  To  as- 
sure navigation  [for  our  troops  and  our 
allies]  we  need  antisubmarine  capa- 
bilities and  antiaircraft  capabilities 
and  the  ability  to  intercept  Backfire 
bombers  coming  down  to  attack  ship- 
ping in  the  North  Atlantic.  But,  in- 
stead, a  lot  of  our  money  goes  for 
carrier  task  forces,  which  are  70%  de- 
voted to  self-protection.  This  is  a  mis- 
allocation  of  resources. 

You  say  that  the  U.S.  military  is  over- 
officered. 

Luttwak:  The  system  is  spectacularly 
overmanaged  and  overcommanded. 
For  example,  we  have  more  three-star 
military  officers  today  than  we  had  in 
1945,  when  we  had  12  million  men 
under  arms,  a  90-division  Army,  a 
Navy  with  100  aircraft  carriers  and 
thousands  of  ships  and  an  Air  Force 
with  tens  of  thousands  of  aircraft.  So 


today's  three-stars  occuj 
themselves  by  subdividing  ti 
legitimate  functions  of  ma: 
agement  and  command  in 
thinner  and  thinner  slice 
Hence,  we  have  too  many  ofj 
cers  who  specify  inputs  in' 
the  system  instead  of  the  ou 
puts  that  count. 

What's  the  solution? 

Luttwak:  The  structural  sol  I 

tion  will  be  to  diminish  speci: 

cations.  The  Army,  for  exarl 

pie,  had  a  brilliant  success  wi  [ 

the  Multiple  Launch  Rock] 

System.  Far  from  specifying  e 

erylast  thing,  the  Army  told  tl] 

contractors,  "I  want  a  rockj 

that  can  go  a  certain  range  aij 

deliver  this  kind  of  payload 

one  that  will  give  more  paylo.1 

at  a  somewhat  lower  range." 

specified  the  performance  il 

quired,  and  even  that  was  do>  | 

in  a  flexible  way.  The  result  ~\ 

contractors  could  develop  t. 

prototype  and  offer  a  fixed  price. 

You  say  these  investigations  of  fra„ 
could  be  counterproductive.  Why? 
Luttwak:  Because,   in  the  pursuit 
waste  and  mismanagement,  you  a  J 
regulations  that  have  the  effect  \ 
eliminating  a  further  layer  of  smallij 
businesses  from  being  able  to  coy 
pete.  The  old  Electric  Boat  Co.  used] 
be  run  by  people  who  lived  and  dij 
by  the  design,  development  and  bui 
ing  of  submarines.  But  Electric  Be 
couldn't  cope  with  the  world  creat 
by  Pentagon  contracting  that,  instel 
of  demanding  submarines,  demand! 
paper.  So  it  was  taken  over  by  Geneil 
Dynamics,  which  has  these  overhef 
staffs.  The  system  is  on  the  slippt 
slope  of  cost-plus  contracting,  wh<J 
you  can't  help  but  trip  up.  If  you  p 
the  worker,  you  have  to  pay  the  < 
ecutive.  Pay  the  executive,  pay  tf 
fringe  benefits.  Pay  the  fringe  beil 
fits,  pay  the  country  club  fees  af 
transportation   to   and  from.    Pre  I 
soon  you're  paying  kennel  fees  wb  I 
the  executive  flies  to  Washington,  f 

Is  there  an  argument  for  governr, 
ownership  of  defense  plants? 
Luttwak:  No,  not  at  all.  There  is 
argument  for  simplifying  the  pap 
work  so  that  people  can  compete 
the  basis  of  design  quality  and  pri  | 
Navy  submariners  should  be  deal: 
with  a  company  dedicated  to  mak 
submarines,  which  will  cultivate  1 1 
art  and  craft  and  science  of  submar 
making,  not  a  general  purpose  o\ 
tractor  with  its  lawyers  and  accoi| 
tants  and  bookkeepers.  ■ 
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CORVETTE 


THIS  AMERICAN  WENT 
EYE  TO  EYE  WITH  EUROPE. 
AND  EUROPE  BUNKED. 


Let's  get  it  together... buckle  up. 


iTJTliU   ' 


...^.: 


Europeans  have  traditionally  dominat- 
igh-performance  sports  car  class.  Bui 
nt  United  States  Auto  Club  perform-  % 
trials,  the  exotic  American  was  theover- 


ompetitive  Rank 


on     0-60  (sec.) 
60-0  (ft  ) 
sec.) 
celeration     (g's) 

•  ted 


Corvette 
S26,  • 


■  Lamborghini 
Countach 


all  winner.  The  1985  Corvette.  So  please  join 
Ferrari,  Porsche,  Lotus  and  Lamborghini  in  a 
hearty  welcome  to  a  new  world-class  champ- 
ion. The  1985  Chevrolet  Corvette. 


Porsche 

944 

•95). 


Lotus  Esprit 


308GTSi  Turbo 


3  :  (6.43) 


,43) 


5  .  (5.95) 


1      (144.7) 


-.■ 
In    . 


■      [i    16 

\     (83) 

560  $50,384  549,495 

•  USAC  certified  tests,  January  1985.  All  Iwerelatest 

■  rformance  options  Corvette's  Manufacturer's  Suaqested 
■■:■  charges  and  optional  equipment  additional 


Porsche 
928S 


(6.66) 


$49,495 


Jazz  is  bom. 
Macintosh  boogies 


One  of  the  world's  most  advanced 
personal  computers  was  just  sitting 
there. 

Waiting  for  someone  to  ask  it 
to  dance  in  the  ballroom  called 
business. 

And  yet  all  the  business  soft- 
ware in  the  world  couldn't  teach 
Macintosh  how  to  do  much  more 
than  the  boxstep. 

Then  along  came  Jazz?' 
Jazz  from  Lotus? 

The  new  five-function  business 


software  created  for  the  Macintosh™ 
512K  Personal  Computer. 

Word  processing,  worksheet, 
graphics,  database  and  communi- 
cations. 

All  together  now  in  one  package 
to  help  you  make  more  decisions, 
better  decisions,  faster  decisions. 

With  Jazz,  you  can  write  re- 
ports, letters,  memos;  analyze 
trends  and  develop  fore- 
casts; keep  track  of 
all  your  files 


The  software 
Macintosh  was 
invented  for. 


and  records;  and  communicate 
with  other  computers.  And  with 
HotViewj"  a  feature  unique  to 
Jazz,  you  can  even  incorporate 
graphs  and  tables  directly  into 
your  documents. 

Whether  you  use  all  function? 
or  just  one  to  get  the  job  done, 
Jazz  may  be  the  only  software 
you'll  ever  need. 

Jazz  from  Lotus. 

"You  know  you  make  n 
wanna  shout ! "  g  |o+u  I 


For  more  information  about  Jazz  from  Lotus,  contact  your  local  Lotus  Authorized  Dealer  or  call  1-800-343-5414. 

'•'-  1985,  Lotus  Development  Corporation.  Jazz  and  HotView  are  trademarks  of  Lotus  Development  Corporation. 

Lotus  is  a  registered  trademark  of  Lotus  Development  Corporation.  Macintosh  is  a  trademark  licensed  to  Apple  Computer,  Inc. 


Strikes  and  walkouts  notwithstanding,  the 
two-tier  wage  system  has  become  a  perma- 
nent fixture  in  the  airline  industry. 


The  $13,000  pilot 


By  Roger  Neal 


[eet  Albert  Beerley,  a 
i  newly  hired  pilot 
trainee  with  Piedmont  Avi- 
ation. Beerley,  34,  is  a  Perm 
State  graduate  who  has 
spent  the  last  12  years  earn- 
ing licenses  and  building 
flying  time  as  a  flight  in- 
structor, corporate  pilot 
and  commuter  pilot  in 
treacherous  New  England 
weather  to  qualify  for  his 
new  job.  Sometime  in  July, 
Beerley  will  become  a  Pied- 
mont flight  engineer.  His 
starting  salary?  Just 
$13,000  a  year. 

Is  Beerley  outraged  at  this 
pittance?  "I  don't  feel  I  de- 
serve any  more  money  to 
learn  my  job,"  he  says 
bluntly.  "When  you  sign  on  with  any 
airline,  they  offer  you  a  package  of 
benefits.  You  have  to  determine  per- 
sonally if  it  fits  with  your  'lifestyle.  I 
gladly  accepted  Piedmont's  offer." 

When  United  Airlines'  5,000  pilots 
walked  out  in  May,  it  was  to  protest 
United's  proposal  for  a  two-tier  wage 
system,  part  of  the  reason  for  Beer- 
ley's  low  initial  salary  at  Piedmont. 
Yet,  as  his  own  reaction  indicates,  the 
system  is  now  accepted  practice  in 
the  airline  industry. 

One  reason  Beerley  isn't  griping  is 
that  the  $13,000  is  somewhat  deceiv- 
ing. In  his  second  year  he  will  earn 
about  $30,000.  By  his  fourth  year  he'll 
be  making  roughly  $40,000,  the  scale 
embodied  in  older  contracts.  But 
without  the  two-tier  wage  conces- 
sions, Beerley  might  still  be  flying 
commuter  planes. 

Many  of  his  peers  apparently  agree 
with  his  view.  A  record  5,400  pilots 
were  hired  by  commercial   airlines 


last  year.  The  industry  hasn't  seen  a 
job  market  like  that  since  1965,  ac- 
cording to  Atlanta-based  Future  Avi- 
ation Professionals  of  America.  FAPA 
expects  even  more  jobs — 7,000  at 
least — this  year.  Even  the  army  of  un- 
employed pilots  who  lobbied  hard  for 
re-regulation  in  1983  have  benefited. 
According  to  an  Air  Line  Pilots  Asso- 
ciation (ALPA)  spokesman,  the 
number  of  furloughed  union  members 
has  declined  "drastically"  since  1983. 
The  current  unemployment  rate  for 
pilots:  less  than  4%. 

Many  of  those  new  job  openings  are 
the  result  of  wage  concessions  won  in 
two-tier  contracts.  American  Airlines 
plans  to  hire  864  pilots  this  year,  fig- 
uring the  faster  it  hires  under  the  new 
wage  concessions,  the  sooner  its  aver- 
age wage  costs  (currently  around  35% 
of  revenues)  will  drop.  Under  the  scale 
United  offered  before  the  May  16 
walkout  began,  new  pilots  would  earn 
as  much  as  57%  less  than  incumbent 


pilots.  The  latter  would  have  beei 
grandfathered  in  at  old  salaries  tha 
average  $91,200  and  reach  as  high  a 
$152,000.  New  recruits  would  mak 
$21,600.  FAPA  estimates  United  i 
prepared  to  hire  1,000  to  2,000  pilot 
in  the  coming  12  months.  Unitec 
however,  has  been  waiting  for  wag 
concessions  before  it  expands.  Som 
other  two-tier  airlines,  such  as  Piet 
mont,  also  plan  to  expand. 

.  Even  ALPA,  which  studies  employ 
ment  figures,  isn't  opposed  to  two- tit 
systems  per  se.  Their  beef  is  aboi 
how  long  the  lower  tier  should  last.  I 
previous  ALPA-negotiated  contract 
the  scales  merge  within  six  year. 
American's  pilots,  represented  by  a 
independent  union,  agreed  to  a  twc 
tier  wage  scale  that  never  merges.  Tr. 
key  bargaining  point  in  th 
United  strike:  when  th 
scales  should  merge.  Uni 
ed  demanded  a  lower  sea 
for  some  20  years,  but  hi 
tentatively  settled  for 
years. 

Prior  to  deregulation 
1978,  airlines  were  allov/i 
simply  to  pass  higher  lab 
costs    on    to     consumei 
Now  they  pass  them  on 
shareholders  in  the  form 
lower     earnings.     As     tl 
union  pushed  up  pilots'  Si 
aries,  fares  escalated.  Wh<l 
the  industry  was  dereguh 
ed,  the  major  airlines  we 
sandbagged  with  the  lega 
of  $150,000  pilots  (most 
them    military-trained 
public  expense).  Today  t 
industry's  average  wage 
an  artificially  high  $80,0C 
The  closest  thing  to  market  prices  f- 
pilots  is  the  wages  offered  by  you 
upstarts  like  People  Express  and  M: 
way,    where    the    highest    wage 
around  $63,000. 

What's  so  awful  about  paying  a  i 
lot  the  market  rate?  Unions  often  c: 
safety  factors.  But  if  lower  sala: 
lead  to  safety  problems,  they  have) 
surfaced  yet.  Last  year's  accident  n 
for  airlines  above  commuter  class  m 
the  lowest  ever,  according  to  the  f< 
tional  Transportation  Safety  Boa 
despite  all  the  low-cost  carriers. 

The  real  reason  for  the  unioi 
stance  is  more  parochial  .  .  .  and  j 
litical.  As  the  recruits  become  re 
tively  low-paid  veterans,  animos 
towards  their  higher-paid  peers  rr 
build.  The  union,  then,  might  becoi 
riven  and  weakened.  That's  what 
ALPA  spokesman  worries  ab( 
when  he  says  the  two-tier  wage  s 
tern  "causes  resentment  toward  i 
union."   ■ 


FORBES.  IUNE  17,  1!J 


■rr*r~< 

1 

331 

*Sm 

-rv ... 

FROM 

FILTRATE 
TANK«2 

f 

- 

40- 
IN. 

20- 
0_ 

1 

""  ■■■-»■— 

Jk 

■ 

AN  INFORMATION  DISPLAY 
AS  SEEN  ON  THE  SCREENS  OF 
A  NETWORK  90  SYSTEM  AS 
IT  MONITORS  AND  CONTROLS 
A  PLANT'S  PROCESSES. 
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cDermott  Internationa 


\en  you  want 
akthroughs  in 
!?rgy  technology  you 

ne  to  McDermott. 

i 

h  you  want  advances  in  energy 
jigement  for  process  controls 
power  generation,  you  come  to 
prmod  —  a  worldwide  leader  in 
by  technology, 
je  such  advance  is  Bailey 
fols'  NETWORK  90*  a  synergism 
/anced  control  and  communica- 
Jchnologies.  This  modular  sys- 
an  be  arranged  to  control  iso- 
p-ocesses  or  an  entire  plant, 
several  thousand  systems  oper- 
in  utility,  petrochemical  and 
trial  applications  worldwide, 
'ORK  90  is  paying  dividends  in 


improved  output  and  productivity. 

McDermott  technology  is  playing 
an  integral  role  in  power  generation 
as  well.  Our  Babcock  &  Wilcox  unit  is 
the  nation's  leading  supplier  of  fossil- 
powered  steam  generating  systems 
with  fuel  technology  a  top  priority. 

For  example,  we're  making  coal  a 
more  viable  source  of  energy.  To 
overcome  the  air  pollution  problems 
associated  with  this  abundant  and 
BTU-efficient  energy  resource,  we've 
pioneered  the  development  of  fluid- 
ized  bed  combustion.  This  process 
burns  coal  in  tr;e  most  environmen- 
tally acceptable  manner. 

We're  also  involved  in  the  develop- 
ment of  new  fuels.  Our  coal  Water 
slurry  —  a  combination  of  coal,  water 
and  chemicals  —  could  be  ja.low-cost 


replacement  for  fuel  oil. 

Babcock  &  Wilcox  has  even  devel- 
oped a  special  concrete  lining  for 
utility  and  industrial  furnaces.  This 
patented  material  reduces  initial  heat- 
up  time  by  up  to  90%,  saving  our  cus- 
tomers significant  energy  costs. 

We  continue  to  develop  techno- 
logical advances  for  virtually  every 
facet  of  energy.  By  doing  so,  our  sub- 
sidiaries and  employees  are  helping 
the  world  find  energy  solutions.  For 
more  information,  write  Public  Affairs, 
McDermott  International,  Inc.,  1010 
Common  Street,  New  Orleans  LA 
70112. 
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■3\  Where  the  world  comes 
JJ9  for  energy  solutions. 


One  call  gives  you 
equipment  financing  through  each 
of  your  distribution  channel. 

Heller  is  the  one. 


Get  the  full  range  of  integrated  equipment  financing 
customized  to  support  sales  efforts  through  your  distriPution 
channels.  One  call  gives  you  Heller's  total  capability  to 
finance  the  flow  of  your  capital  goods.  Heller  is  the  one  to 
handle  the  total  needs  of: 

Equipment  Manufacturers— providing  custom- 
ized vendor  programs  to  dealers  and  end-users;  establishing 
and  administering  captive  finance  companies;  syndicating 
lease  equity  and  funding  lease  transactions. 

Dealers— designing  floor  planning,  rental  equipment 
financing  and  customer  time  sales/leasing  programs. 

Users— offering  competitive  leasing  and  financing  for 
capital  equipment  acquisitions,  ranging  from  one  machine 
to  a  new  facility. 

Heller  expertise  doesn't  stop  there.  We  will  put 


you  on-line  with  our  sophisticated  Information  Managem 
System— providing  you  with  marketing  and  financing  inl 
mation,  lease  termination  data,  credit  history  and  more.' 
kind  of  information  and  service  that  can  give  your  comp 
the  competitive  edge. 

One-call  equipment  financing— that's  why  Heller  is 
the  one.  For  more  information  and  a  copy  of  our  1984 
Annual  Review  call:  1-800-458-4924.  (In  Illinois,  call: 
1-800-621-2429.  In  Canada,  call:  1-416-482-4012.) 
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Heller  Financial 
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Asset-Based  Financing  •  Factoring  •  Equipment  Financing  •  Real  Estate  Finar 

105  West  Adams  Street,  Chicago,  Illinois  60603 
Heller  Financial.  Inc.  is  an  operating  subsidiary  ot  Heller  International  Corpor; 

if  Heller  Financial.  Inc 
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Ije  General  Accounting  Office  wants  the 
ederal  government  to  manage  its  finances 
he  way  a  business  does.  Lots  of  luck,  guys. 

"Unreliable, 

inconsistent, 

irrelevant" 


By  Jill  Andresky 


1  harles  Bowsher,  the  U.S.  Comp- 
troller General,  is  a  man  with  a 
rission:  reforming  the  federal  gov- 
Timent's  "outdated,  antiquated"  fi- 
incial  management  systems.  In  a  re- 
nt issued  in  February  by  the  General 
ccounting  Office,  Bowsher  says  gov- 
i  nment  accounting  systems  produce 
imbers  that  are  "unreliable,  incon- 
jttent  and  all  too  often  irrelevant." 
pe  budget-making  process  is  "cum- 
rsome,    repetitive    and    time-con- 
ming,"  he  says,  and  federal  spend- 
g  curbs  have  proved  themselves  to 
notoriously  ineffective. 
Bowsher  has  the  tenure  to  speak  his 
ind:  He  is  now  in  the  fourth 
ar  of  a  15 -year  term  of  office 
ill,  it  is  an  awesome  task  to 
iidertake.      There      are 
ughly   350   different 
counting     systems 
w  in  use  in  var- 
is    federal    agen- 
ts. Obviously 
ose  inconsisten- 
s  make  compar- 

;    information    from    different 
mcies  well-nigh  impossible. 
Even  within  agencies,  numbers 
en  too  soft  or  ambiguous  to 
.  There's  a  reason  for  that:  "In 
■porate  world,  data  is  designed 
Ip  people  manage  their  business- 
"  says  Philip  Odeen,  managing 
tner  of  Washington  oper- 
tons   for    Coopers    &.    Ly- 
Ind  and  a  member  of  the 
jiO's  task  force.   "The 
feral  government's  in- 
I'tnation,  on  the  other 
lid,  is  skewed  in  or- 
R  to  meet  various 
I'll  requirements." 
I! It's  almost  self-evi 


dent  that  the  financial  management 
system  needs  an  overhaul,"  com- 
ments Representative  Buddy  MacKay 
(D-Fla.),  a  member  of  the  House  Bud- 
get Committee.  "Look  at  the  break- 
down in  the  Social  Security  system — 
it's  a  creaky,  antiquated  system  that 


only  works  at  all  through  heroic  ef- 
forts. And  in  the  Pentagon  they  have 
outgrown  their  management  system 
by  a  magnitude  of  ten." 

Accounting  experts  generally  agree 
that  whereas  20  or  30  years  ago  the 
federal  government  was  much  better 
managed  financially  than  state  or  lo- 
cal governments,  the  opposite  often 
holds  true  today.  Virginia  and  Illinois 
and,  yes,  even  New  York  City  now 
put  the  feds  to  shame.  They  have  im- 
proved their  accounting  and  manage- 
ment systems  by  adapting  Generally 
Accepted  Accounting  Principles  and 
other  corporate  practices  to  fit  gov- 
ernment needs. 

These  reforms  include  switching  to 
cost-based  accounting;  full  disclosure 
of  all  costs  and  liabilities,  including 
off-budget  spending;  separate  budget- 
ing for  capital  and  operating  expendi- 
tures; and  the  auditing  of  financial 
statements. 

Does  the  federal  financial  system 
need  a  complete  overhaul?  Budget  Di- 
rector David  Stockman  argues  that  it 
does  not.  "We  do  not  share  GAO's 
enthusiasm  for  corporate-type  finan- 
cial reports,"  says  Stockman.  He  ar- 
gues that  if  cost  and  revenue  informa- 
tion were  broken  down  by  appropri- 
ation, organizational  unit,  program 
and  project — which  is  one  of  the 
GAO's  proposals — it  would  result  in 
"a  massive  increase  in  the  budget  da- 
tabase." Meaning  that  it  would  cost 
plenty. 

His  point  is  well  taken:  The  GAO 
will  not  estimate  the  cost  of  its  book- 
keeping   proposals.    But    the    Army 
alone  is  spending  roughly  $90  million 
on  upgrading  its  systems, 
so  the  costs  for  various 
agencies  will  easily 
add  up. 

Nor  is  feder- 
al    bookkeep- 
ing    reform     a 
burning  political 
issue  these 

days.    As    Florida's 
MacKay        acknowl- 
edges, "This  is  not  the 
kind  of  issue  that  gets  a 
great  deal  of  visibility  in 
the  Congress.  The  television  lights 
aren't  on." 

As  a  compromise  measure  MacKay 
suggests  running  a  pilot  project  in 
one  or  two  major  agencies — perhaps 
Social  Security  or  the  Internal  Rev- 
enue Service — to  try  out  some  of  the 
GAO's  ideas.  "If  we  could  dramati- 
cally demonstrate  the  gains  to  the 
public,  then  I  think  it  would  be 
no    problem,"    he    says.    Lots    of 
luck,  guys.  ■ 


Chas.  B  Sladmun 
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jach  year,  Salomon  Brothers  ranks  35  bank  holding, 
companies  by  profitability,  credit  quality,  capital,  pro- 
ductivity and  liquidity 

For  the  fourth  straight  year,  PNC  Financial  Corp  has 
been  named  one  of  the  top  five. 

As  proud  as  we  are  of  how  we  rank  financially,  we're 
equally  proud  of  how  we  rank  with  our  customers. 

In  the  1984  Pensions  &  Investment  Age  survey  of 
cash  managers,  for  example,  our  Pittsburgh  National 
affiliate  was  judged  to  be  one  of  America's  top  four 
banks.  The  criteria  were  the  quality  of  personnel  and 
the  excellence  of  data  processing  technology. 

When  a  regional  bank  delivers  these  kinds  of  per- 
formances, there  must  be  something  special  at  work. 
We  believe  it's  our  management  style:  conservative  in 
making  strategic  decisions;  aggressive  in  meeting 
customer  needs. 


mm 


PNC  FINANCIAL  CORP 


Pittsburgh  National  Bank  •  Provident  National  Bank 
(     Marine  Bank  •  Northeastern  Bank  •  PNC  Merchant  Banking  Company 
f'PNC  International  Bank  •  PNC  Investment  Company  •  The  Kissell  Company 
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The  Japanese  have  had  their  usual  success 
in  the  U.S.  with  small  appliances,  but  they 
never  cared  about  big  ones.  Until  now. 

Here  they 
come  again 


By  Howard  Gold 


IT  WAS  ONLY  A  MATTER  of  time.  As 
if  competition  in  the  $15.7  billion 
U.S.  major  appliance  market  were 
not  already  fierce  enough  (Forbes, 
Apr.  8),  now  the  industry  faces  an  as- 
sault by  the  Japanese,  who  have  here- 
tofore stayed  away  from 
anything  much  bigger 
than  a  microwave  oven. 

Later  this  year  giant 
Matsushita  Electric  In- 
dustrial Co.  becomes  the 
first  Japanese  company  to 
introduce  a  full  line  of 
full-size  refrigerators, 

freezers,  electric  ranges 
and  dishwashers  into  the 
U.S.  Japanese  craftsman- 
ship? Not  quite.  Many  of 
the  appliances  are  built 
for  Matsushita  by  White 
Consolidated  in  Canada 
and  marketed  under  the 
Panasonic  name. 

Panasonic's  refrigera- 
tors and  ranges  are  manu- 
factured at  White's  Hupp 
factory  in  Quebec,  which 
produces  the  deluxe  mod- 
els popular  in  Canada.  Its 
dishwashers  reportedly 
will  be  made  by  Indiana- 
based  Design  and  Manu- 
facturing Corp.,  which 
makes  Sears'  Kenmore 
brand.  According  to  the 
trade  magazine  HFD,  only 
the  Panasonic  washers 
and  dryers  will  be  manu- 
factured in  the  Far  East. 

Why  buy  instead  of 
build?  Says  Richard 
Muehlenhard,  general 
manager  of  Panasonic's 
home  appliance  division: 
"We're   just   putting   our 


foot  in  the  water."  Thus,  by  buying 
initially  from  North  American  manu- 
facturers, Panasonic  can  gain  a  pres- 
ence in  the  U.S.  market  without  big 
capital  investments.  Salomon  Broth- 
ers analyst  Russell  Leavitt  thinks  that 
if  the  line  is  a  success,  Panasonic 
could  set  up  its  own  factories  in  the 


U.S.  "Their  long-term  plans  are  very  ( 
evident,"  says  Al  Rubin  of  Al  Rubin  | 
Appliances    in    Philadelphia.    "They 
want  to  become  a  major  part  of  the 
appliance  business  the  same  way  they 
are  in  the  electronics  business." 

That  would  mean  taking  market 
share  out  of  somebody's  hide — clearly 
including  General  Electric  and  Whirl- 
pool, the  dominant  producers  here. 
Matsushita,  of  course,  is  being  coy 
about  this.  "To  get  market  share  from 
American  manufacturers  is  not  our 
objective,"  Muehlenhard  insists.  "If 
you  have  something  different,  addi- 
tional people  might  come  into  the 
market."  Different?  Apparently  the 
Japanese  hope  to  cash  in  on  their  repu- 
tation for  quality  products  by  selling 
premium-priced  products  at  first, 
thus  gaining  an  extra  margin  of  profit 
to  subsidize  a  costly  promotional 
campaign  and  to  make  dealers  happy. 
Meanwhile,  Matsushita's  U.S.  com- 
petitors are  not  asleep.  Fully  alert  to 
the  threat,  and  aware  that  Sanyo  may 
soon  follow  in  Matsushita's  footsteps, 
GE  is  braced  for  the  onslaught.  Says 
Roger  W.  Schipke,  senior  vice  presi 
dent  and  head  of  GE's  Ma 
jor  Appliance  Group:  "We 
don't  want  a  Sanyo  or  Ma- 
tsushita coming  in  here 
and  trying  to  take  that 
market  away  from  us  as 
we've  seen  happen  in  the 
automobile  industry." 

Like  GE,  Whirlpool  is 
spending  hundreds  of  mil- 1 
lions  of  dollars  retooling 
plants  and  redesigning 
products.  But  two  othei 
major  players,  Magic  Chei 
and  White  Consolidated 
don't  have  the  financia; 
muscle  of  Whirlpool  oi 
GE.  What  do  they  do?  A 
clue  is  the  White-Pana 
sonic  deal;  if  you  can' 
beat  the  Japanese,  joir 
them.  Or,  like  Magic  Che 
President  John  Green,  ig 
nore  them.  "They're  goinj 
into  a  tough  marke" 
against  some  entrenchec 
brand  names.  I  see  a  lo 
worse  competitive  threat' 
right  here,"  he  says. 

Selling  big  appliance: 
may  be  new  to  the  Japa 
nese,  but  they  have  doni 
so  well  in  recent  yean 
with  small  ones — micro 
waves,  compact  refrigera 
tors  and  room  air  condi 
tioners — that  moving  int< 
big-ticket  items  seems  | 
logical  next  step.  It  ough 
to  be  quite  a  battle.   ■ 
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Pan  Ams  Europe, 
FromATbZ: 

I  From  Amsterdam  to  Zurich,  More 

:  1Art,E^°PeJhanAny  Other  US.  Airline. 
|  With  New  Nonstops,  New  Destinations,  And 
I  Convenient  Servicelb  23  Cities. 

uL"nAhT, iS  launchin8  an  expanded  schedule  to  23  European  cities 
and  SSrD  C^0"5  *"»  ^  **  Deto*  Los  ^ge^        |  I , 

Bud£ ^!WHaXXSUa4r rdam'  "^  ****        ^ 
the  AflSfc611  ^  n°thing  bUt  bi8'  comfortable  747's  across 

so  strong'8  ^Ur0pe'  ^  aZ(aKS  SO  ,OW  and  the  doUar 
so  strong,  there  s  never  been  a  better  time  to  go. 

sfete^S^'tBeatTheExperience:      "  ™ 


Berlin 


Amsterdam 


&< 


Stuttgart 


Rotne 


Nuremberg 


Warsaw 


Vienna 


Munich 


Bud 


apest 


'"ctf 


Z^el,         °^ik    -         fiefede 


Athens 


\cV» 


^eSf 


/sft 


**i// 


affiant 


.» 


sn- 


M 
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FINDING  EXTRA  CASH  IN  THE  COFFE  ? 
AMERICAN  EXPRESS  CORPORATE  CA( 


The  interest  that  Amer- 
ican business  earned  on 
cash  balances  invested 
over  the  last  weekend 
alone  is  staggering. 

Now  think  of  being 
able  to  invest  the  money 
your  company  spends 
on  travel  and  entertain- 
ment for  as  long  as  an 
extra  month. 

With  the  American 


Express'  Corporate  Card 
System  you  can.  But  the 
American  Express  Cor- 
porate Card  does  more 
than  extend  your  float,  it 


extends  your  ability  to 
manage  and  control  T&E 
dollars.  That's  because 
it  brings  a  whole  system 
to  bear  on  your  business 
travel  activity. 

You'll  know  who  spent 
what  where.  You'll  be 
able  to  forecast  future 
spending  with  greater 
accuracy.  And  you'll  be 
able  to  redirect  costly  ad- 


ministrative time 
profitable  pursu 

Perhaps  equc 
portant  is  that  yc 
giving  your  emr. 
the  Card  they  w 
worldwide  acce  | 
and  recognition 
without  saying. 

And  because 
whole  range  ofl 
services  from  ch 


' 


(AMERICAN  BUSINESS:  IT  SEEMS  THE 
IS  IT  DOWN  TO  A  SCIENCE. 


Ij  to  American 
m  Card  Assured 
lotions,  you're  giv- 
Br  employees 
hiore  than  just  a 

Pd  out  more  about 
u  3rican  Express 
jfcite  Card  System 
Knd  the  hidden 
fVour  company's 
dimply  mail  the 


coupon  on  the  right. 
Or  call  American 
Express  toll-free  at  1-800- 
528-AMEX.  In  Arizona, 
call  1-602-222-3096. 


AMERICAN  EXPRESS 
TRAVEL  MANAGEMENT 

warn    services 


Mail  to:  A.M.  Busquet,  VP 

American  Express'  Travel  Management  Services 

PO.  Box  13821,  Phoenix,  Arizona  85002 

Tell  me  more  about  how  the  Corporate  Card  can 
help  find  extra  cash  in  my  company's  coffers. 


"~1 


Name 

Title 

Company 

Address 

City 

(             ) 

State 

Zip 

Phone 

#  of  travelers 

©American  Express  Travel  Related  Services  Company,  Inc.  1985. 


Because  Dave  Bufkin  understood  that  you 
run  even  a  regulated  business  like  a  busi- 
ness, Texas  Eastern  doesnt  share  the  trou- 
bles that  burden  most  gas  pipeliners. 

No  promises 
to  keep 


By  Toni  Hack 


ost  gas  pipeline  executives 
are  bemoaning  a  recent  court 
decision  to  end  one  regula- 
tory program,  and  possibly  a  second, 
that  had  been  easing  their  worst  head- 
aches. But,  among  few  in  the  industry, 
Texas  Eastern  Corp.'s  pipeline  will 
likely  be  unharmed  by  the  decision, 
simply  because  it  never  needed  the 
regulatory  bailouts. 
The  pipelines'  troubles  stem  from 


take-or-pay  contracts  they  signed 
with  suppliers  in  the  late  1970s  and 
early  1980s  for  high-priced  gas.  The 
subsequent  fall  in  gas  prices,  and  de- 
mand, left  most  of  the  pipelines  with 
big  potential  liabilities — $1.5  billion 
before  settlements  at  the  hapless  Co- 
lumbia Gas  System,  for  instance,  and 
$375  million  presently  at  Transco  En- 
ergy Co. 

By  contrast,  Texas  Eastern  has  had 
no  take-or-pay  obligations  at  all.  Its 
average  wholesale  gas  price  last  year 


Texas  Eastern  Chairman  I.  David  Bufkin 
No  euphoria,  no  panic. 
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was  $3.44  per  thousand  cubic  feeij 
(mcf),  the  lowest  in  its  market  area  ir 
the  Northeast  and  well  below  the 
$3.99-per-mcf       industry       average 
While  most  pipelines'  sales  volume; 
have  been  dropping,  Texas  Eastern'; 
grew  9%  in  1984,  to  966  billion  cubic  ;j 
feet  of  gas.  All  told,  its  robust  gai 
operations,  plus  rising  oil  productior 
and  a  gain  on  selling  one  of  its  pipe 
lines,  boosted  earnings  37%  last  year] 
to  $212  million  on  revenues  of  $6.,j 
billion,  despite  asset  writedowns  o] 
$124  million  pretax. 

How  did  Texas  Eastern  escape  thi 
industry's  troubles?  Credit  manage  ii 
ment.  "I  established  a  policy  years  ag<^ 
that  we  would  not  purchase  gas  unde ; 
contract  terms  that  were  unreason 
able  from  a  business  standpoint,"  say  I 
Chairman  I.  (for  Isaac)  David  Bufkini 
who  started  at  Texas  Eastern  as  a  jui 
nior  engineer  in   1949  and  rose  ti    : 
chairman  in  1980.  While  other  pipe> 
lines  contracted  to  pay  suppliers  a.  p 
much  as  $15  per  mcf,  whether  theij 
could  sell  the  gas  or  not,  Texas  East'  ( 
ern    signed    only    two    contracts   a     l\ 
prices  as  high  as  $7  to  $8  per  mcf. 

And  those  contracts,  like  virtuall: 
all  of  Texas  Eastern's,   allowed  thl  5 
company  to  cancel  or  renegotiate  i|  [ 
the  gas  became  unsalable.  Its  cor.| 
tracts,  in  short,  were  based  on  busi!  c 
ness   judgment   and   not   on   belief  >  - 
about  rising  energy  prices  or  protect 
tion  from  regulators. 

Bufkin,  63,  whose  father  ran 
small-town  Louisiana  grocery  durin  I 
the  Depression,  was  never  impresse 
with  what  Washington  regulator 
could  do  for  his  company's  busines: 
"We  have  to  deal  with  regulators,  b< 
cause  we  are  a  regulated  business, 
says  Bufkin.  "But  we  nevertheles 
have  tried  throughout  our  history  t 
operate  as  a  good,  going  business  ver 
ture."  Ralph  S.  O'Connor,  a  gas  pn 
ducer  and  Texas  Eastern  directc 
since  1963  and  one  who  knows  th  t 
company,  puts  it  this  way:  "Tex;j 
Eastern  won't  reach,  they  won't  mat  j 
promises  they  can't  keep." 

Thus,  Texas  Eastern  is  not  threa  | 
ened  by  last  month's  court  decisiog 
that  has'  caused  such  dismay  in  tr.  [ 
industry.  The  Federal  Energy  ReguL 
tory  Commission  a  few  years  ago  ct 
ated  two  programs  that  allowed  cu 
tomers  to  buy  gas  directly  and  cheapl 
from  producers  and  hire  pipelines  t 
ship  it  for  a  fee.  This  enabled  pipelini 
to  whittle  down  their  take-or-pay  oi 
ligations  by  finding  other  buyers  fi 
the  producer's  gas,  with  the  produo 
generally  absorbing  the  difference  b 
tween  spot  and  contract  gas  prices. 

It  also  kept  big  industrial  custome 
from  defecting  to  cheaper  fuels  or  ot] 
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'ith  the  1985  Dodge 
30  ES  Turbo  Con- 
jrtible,  the  sky's  the 
nit.  Whether  you 
ijoy  the  thrill  of  driv- 
g  under  the  sun  or 
ie  moon,  there's  an 
}ual  thrill  under  the 


wheels.  Standard  fea- 
tures include  leather 
bucket  seats.  Leather- 
wrapped  tilt  steering 
wheel.  Electronically 
tuned  AM  stereo/FM 
stereo  with  cassette 


should  consider.  For 
one,  it  enjoys  superb 
body  integrity  because 
it  was  designed  to  be 
a  convertible-notan 
aftermarket  after- 
thought. For  another, 


Dod.  It's  provided  by  a    Power  top.  Automatic 


player,  Power  windows,    it's  backed  by  Dodge's 


2-liter,  fuel-injected, 
irbocharged  engine 
iafs  helped  make 
hrysler  the  largest 
lanufacturerand 


transmission.  And  over 
40  other  good  things. 

And  there  are  a 
couple  of  other  impor- 
tant facts  about  this 


slier  of  turbocharged     convertible  that  you 

jrs  in  the  world.  It's  an 

igine  that's  teamed 

3  with  fast-ratio 

)wer 

eer- 

g.A 
>ort 

ispension.  And 
■Dodyear  Eagle  GTs 
ted  to  Shelby  road 


THE 
SKITS  THE 
LIMIT. 


5  year/50,000  mile 
Protection  Plan— that's 
standard  protection 
like  no  other  turbo  con- 
vertible has  ever  had. 

See  your  Dodge 
dealer  about  buying  or 
leasing*  a  new  Dodge 
600  ES  Turbo  Convert- 
ible. You'll  besurprised 
to  discover 
just  how 
affordably 
you  can  put 
the  clouds  above  you 
and  a  cloud  of  dust 
behind  you. 


>*> 


v##" 


Dodge 


AN 

AMERICAN 

REVOLUTION 


*  Whichever  comes  first.  Limited  warranty  on  powertrain  and  outer  body  rust-through.  Excludes  leases  Deductible  applies 


Ask  tor  details. 


BUCKLE  UP  FOR  SAFETY. 


'It's  the  only 

hotel  in  New  York  for  people  who 
don't  like 

hotels.' 


For  the  discerning 
traveller,  there  is  a  hotel 
which  feels  like  home. 
A  place  where  even  the 
impossible  perfectionist 
feels  reassured.  And  where 
the  comforts  of  a  bygone 
era  are  simply  modified 
and  improved  by  the 
luxuries  of  today. 
Such  a  place  would  be 
remarkable  anywhere. 
In  the  heart  of  New  York, 
it  is  almost  a  miracle. 

cMayftir 


NEW  YORK 
A  REGENT^INTERNATIONAL  HOTEL 


ALBUQUERQUE    AUCKLAND  CHICAGO   FIJI    HONG  KONG    KUALA  LUMPUR    LONDON    MELBOURNE    NEW  YORK   SYDNEY  WASHINGTON  DC 

U.S.A.  TOLL  FREE  800-545-4000;  NEW  YORK  212-288-0800,  TELEX  RCA236257  OR  YOUR  TRAVEL  PLANNER. 


This  announcement,  appears  as  a  mailer  of  record  only. 

OS  Acquiring  Co.,  Inc. 

A  newly  formed  company  owned  by  Bernard  Butnik, 
Allen  Grossman,  lames  Lloyd  and 

Bench  Craft,  Inc. 

has  acquired 

Cal-Style  Furniture  Mfg.,  Co. 


The  undersigned  arranged  this  transaction 


JtL  ^od,  ^  ^oJi  *00f0 


March.  1985 


er  pipelines.  But  a  U.S.  appeals  com 
last  month  ruled  the  practices  dii 
criminatory  because  the  pipeline 
didn't  offer  such  deals  to  customei 
who  couldn't  switch  fuels  or  gas  suj 
pliers.  Now  most  pipeline  companie 
will  have  to  find  other  ways  to  mail 
tain  markets  and  solve  take-or-pa 
problems. 

Texas  Eastern  is  not  totally  in 
mune.  One  of  the  rulings  strengther 
a  movement  to  have  pipelines  di 
clared  common  carriers,  meanir 
they  would  have  to  transport  custon 
er-owned  gas  whether  they  wanted  l 
or  not.  Low  as  Texas  Eastern's  price 
are,  some  customers  would  sure) 
choose  to  buy  cheaper  gas  in  the  fie] 
and  force  Texas  Eastern  to  ship  it.  Bi 
that's  probably  not  a  near-term  dai 
ger;  pipelines  can  be  expected  to  figl 
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David  Bufkin  was  never 
impressed  with  what 
Washington  regulators 
could  do  for  Texas  Easterr 
"We  have  to  deal  with 
regulators,  but  we 
nevertheless  try  to  operaUl 
as  a  good,  going  business  1 
venture,"  he  says. 


common-carrier   status    to    the   la 
drop  of  their  lawyers'  blood. 

Otherwise,  Bufkin  is  taking  adva: 
tage  of  the  buyer's  market  to  line  i 
gas  supplies  to  replace  an  old  contrac  | 
expiring  in  1989,  that  supplies  15%' 
Texas  Eastern's  gas  at  about  25  cen 
per  mcf. 

And  he  is  working  at  absorbing  tl 
Petrolane  Inc.  acquisition,  for  whic 
he  paid  $1  billion  last  year,  financi 
entirely  by  debt.  It  was  a  50%  pren 
um  over  market  for  the  $1  billi< 
(revenues)  company,  whose  propai 
retailing  was  eking  out  a  bare  pro 
over  the  losses  of  its  oil-service  line 
Most  observers  saw  it  as  a  move 
make  Texas  Eastern  unattractive  f 
takeover. 

But  Bufkin  prefers  to  accentuate  tl 
positive.  Combining  Petrolane  wi 
Texas  Eastern's  own  small  propai 
company  "will  make  us  one  of  tl 
largest  and  strongest  propane  g 
companies  in  the  nation,"  he  say 
Petrolane's  oil-service  business  is  a 
other  matter.  Its  losses  will  dilu 
Texas  Eastern's  earnings  until  the  i 
industry  recovers.  When  might  th 
be?  "In  the  long  term,"  says  Bufki 
smiling. 

It  figures.  A  company  that  didn't  g 
carried  away  when  energy  was  booi 
ing,  is  not  about  to  panic  when  i 
lagging.  ■ 
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Yes,  you  really  can  get . . . 

\    CASH  VALUE 
LIFE  INSURANCE 


AT  THE  PRICE  OF  TERM. 


Adjustable  Life  II  from  The  Bankers  Life  of  Des 
Moines  is  unlike  any  other  type  of  policy  you  may 
hear  about.  It  can  provide  you  with  the  advantages 
of  whole  life  (cash  value)  protection  at  the  cost 
of  term  coverage.  That's  right!  You  can  enjoy  the 
security  of  knowing  that  your  premiums  may 
remain  the  same  over  your  lifetime,  you'll  be 
;  building  cash  values,  and  your  net  cost  can  be  no 
more  than  you'd  expect  to  pay  for  a  traditional 
term  policy 

How  can  The  Bankers  Life  do  this?  We  started 
•by  being  among  those  companies  with  the  lowest 
j<net  cost  to  its  policyowners.  We  then  designed  a 
policy  that  is  custom  made  for  each  individual 
land  pays  dividends  which  can  be  used  to  lengthen 
the  period  of  coverage. 

In  effect,  Adjustable  Life  II  eliminates  your  need 
;to  make  a  firm  choice  between  term  or  whole  life 
|  protection  while  offering  these  unique  features . . . 

Improved  Dividends 

Policy  dividends  reflect  current  yields  on  invest- 
'ments.  At  today's  high  returns  this  means  bigger 
'dividends  and  an  even  lower  net  cost  for  a  policy 
that  combines  the  economy  of  pure  protection 
!  with  the  freedom  from  constantly  rising  premiums. 
No  other  kind  of  life  insurance  can  provide  this 
particular  benefit. 

THE  s?m 

BANKERS  O 
LIFE   w 

BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


Changes  to  fit  your  needs 

Adjustable  Life  II  offers  flexibility  few  people  can 
afford  to  be  withouL  Within  limits,  you  can  raise  or 
lower  your  premium  payments,  increase  or 
decrease  the  amount  or  your  coverage,  lengthen 
or  shorten  the  protection  period ...  all  as  many 
times  as  necessary  over  your  lifetime.  As  your 
income,  expenses  or  goals  change,  you're  always 
able  to  provide  the  protection  that's  best  at  the 
time  for  you,  your  family,  or  your  business. 

Protects  against  inflation 

Inflation  erodes  the  security  provided  by  traditional 
life  insurance.  But  Adjustable  Life's  Cost-of-Living 
option  allows,  within  limits,  the  face  value  of  your 
policy  to  grow  automatically  every  three  years  to 
offset  increases  in  the  Consumer  Price  Index. . . 
free  from  any  need  to  prove  your  insurability.  You 
may  even  be  able  to  do  this  without  any  increase 
in  your  annual  premium. 

If  you  doubt  that  Adjustable  Life  II  can  do  all 
we  claim,  your  agent  can  tell  you  more  about  this 
revolutionary  new  kind  of  life  insurance.  Other- 
wise, call  your  local  office  of  The  Bankers  Life  of 
Des  Moines,  or  mail  the  coupon  below. 


FB65 
THE  BANKERS  LIFE,  Consumer  Services 
Des  Moines,  Iowa  50307 
Please  tell  me  more  about  how  I  can  get 
whole  life  protection  at  the  price  of  term. 

Name 


City 

State- 


_Zip_ 


Telephone. 


While  the  coal  mining  industry  chokes  on 
surplus  capacity,  one  unconventional  out- 
fit is  earning  more  than  22%  on  equity. 


"Dumb  like  a  fox" 


By  Robert  McGough 


North  American  Coal  Corp. 
has  industrial  decline  and  hard 
times  written  all  over  its  face. 
The  $479  million  (1984  sales)  mining 
company's  headquarters 
is  a  drab  two-story  brick 
building  in  Cleveland.  Its 
balance  sheet  looks  terri- 
ble—$5.37  of  debt  for  ev- 
ery $1  of  equity.  Its  chief 
executive,  slow-talking 
Otes  Bennett  Jr.,  often 
answers  his  own  phone. 
And  yet  last  year, 
when  the  coal  industry 
was  depressed  and  taking 
big  writeoffs,  North 
American  Coal  had  rec- 
ord earnings  of  $8.28  a 
share.  Westmoreland 
Coal  Co.  and  Pittston 
Co.,  the  two  largest  pub- 
licly traded  coal  produc- 
ers, ran  deficits  in  1984, 
and  W.R.  Grace  &  Co. 
expects  a  loss  unloading 
its  eastern  coal  oper- 
ations. In  the  first  quar- 
ter of  1985,  with  coal 
still  depressed,  North 
American  netted  a  re- 
spectable $2.02  a  share, 
off  14%  from  1984. 

What  taciturn  Chair- 
man Bennett  has  done  so 
well  is  to  free  North 
American  from  the  vaga- 
ries of  coal  prices  and 
turn  it  into  a  service 
company.  His  method? 
The  intelligent  use  of 
cost-plus  contracts.  "We 
looked  very  bad  in  1978," 
he  points  out,  when 
fixed-price  contracts  at  a 
time    of    rising    energy 


prices  were  giving  other  companies 
pretax  profits  of  up  to  $30  a  ton. 
"Now  we're  making  a  little  money, 
and  some  other  companies  are  losing 
some,"  he  says  modestly.  "We're  like 
a  utility,  really."  Some  utility.  The 


company  had  a  return  on  equity 
22.4%  last  year. 

North    American    works    closel 
with  electric  utilities,  which  general 
ly  build  their  plants  at  the  mouth 
its  mines.  This  saves  on  transporting 
the  coal,  which  makes  a  crucial  diffe: 
ence  in  the  case  of  North  American' 
low-energy-content  lignite  deposits  i 
North  Dakota  and  Texas.  But  t 
symbiotic  contract  is  used  as  well  fo 
higher-Btu  mines.   North  Americi 
gets  reimbursed  for  the  costs  of  min 
ing,  plus  a  fee  with  productivity  in 
centives,  indexed  to  inflation. 

In  return  for  cheap  coal,  the  utilitie: 
guarantee  the  debt  taken  on  by  Nortl 
American's  operating  subsidiaries.  O 
$694  million  in  long-term  debt  con 
solidated  on  North  American's  bal 
ance  sheet,  only  $2.5  million  is  actu 
ally  its  own  obligation. 

North  American's  balance  sheet 
contrary  to  appearances,  is  tremen 
dously  hquid,  with  about  $86  millioi 
in  unrestricted  cash  and  marketabb 
securities.  On  the  liability  side,  tb 
Mike  steinberg/Biack  star  company  has  a  potentia 
$80  million  exposure  fo 
future  black  lung  bene 
fits  and  workers'  conn 
pensation,  but,  again, 
lot  of  that  belongs  to  in: 
dependently  capitalize 
subsidiaries.  The  com 
pany  won't  say  hov 
much  of  the  liability  be 
longs  to  the  subs,  but  i 
seems  considerable.  On 
indication:  Last  year  th 
sale  of  two  subsidiarie 
cleaned  $34  million  c 
black  lung  liabilities  o 
the  balance  sheet. 

Bennett,  63,  the  son  ( 
a  West  Virginia  coal  mir 
er,  worked  in  mines  hin 
self  before  piloting  3 
bombing  missions  i 
World  War  II.  He  went  t 
West  Virginia  Universit 
on  the  GI  Bill,  becomir 


Otes  Bennett 
Coal  miner 


Jr.,  chief  executive  of  North  American 
's  son  beats  the  industry. 


a  mining  engineer,  ar 
joined  North  America 
because  he  liked  tr 
company's  small  size,  h 
was  made  president  i 
1966.  "Otes,"  says  an  ai 
miring  outsider, 
dumb  like  a  fox." 

North  American  isn 
alone  in  using  cost-ph 
contracts,  but  Benne 
uses  them  more  and  be 
ter  than  the  rest  of  tl 
industry.  They  have  b 
come  the  company 
hallmark.  By  getting  tl 
utilities   to  finance  tl 
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Introducing  the  world's 
smallest  cassette. 


Designed  for  the  world's  most  advanced 
portable  dictation  unit. 


Exclusively  from  Dictaphone  —  the  Picocassette.  The  world's  smallest 
cassette  from  the  world's  biggest  name  in  dictation.  A  dictation  break 
through  of  such  importance,  it  takes  dictation  into  a  totally  new 
dimension. 

About  the  length  of  a  paperclip,  the  Picocassette  is  capable 
of  recording  60  minutes  of  your  best  ideas.  And  because  it's  so  small, 
it  lets  us  make  the  new  Exec™  portable  dictation  unit  the  smallest  in 
Dictaphone  history  —  with  such  innovative  features  as  liquid  crystal 
display  and  totally  electronic  front  panel  push-button  controls. 

The  new  Dictaphone  Exec  portable  dictation  unit  with  the 
breakthrough  Picocassette.  Now  small  has  it  all. 

LET'S  TALK  PICODICTATION ™  Call  toll-free:1-800-DIC-TIFY 

Or  write  to:  Dictaphone  Corporation  342-8439 

120  Old  Post  Road,  Rye,  NY  10580 


Name 

Company. 
Address  _ 
City 


.Title  . 


.  Phone_ 


.State. 


JZ\p. 


DICTAPHONE^,  Exec  and  PicoDictation  are  trademarks  of  Dictaphone  Corp..  Rye,  NY 
®1985  Dictaphone  Corp.  Illll 
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A  Pitney  Bowes  Company 


We  give  the  Trident  missile 
a  course  in  astronomy. 


That's  Singer  technology. 


Underwater  missile  launches  present  unique 
guidance  problems,  but  our  Kearfott  Division  uses 
the  science  of  astronomy  to  chart  an  accurate  course 
for  the  U.S.  Navy's  Trident.  Each  missile  employs 
a  stellar/inertial  guidance  system  pioneered  by 
Kearfott.  Its  sensitive  image  sensor  automatically 
makes  star  sightings-day  or  night-to  ensure 
guidance  precision. 

Kearfott  is  now  under  contract  to  develop  a 
second-generation  system  for  the  Trident  II  missile. 
Its  solid-state  stellar  sensor  and  advanced  gyroscopes 


will  make  this  new  system  even  more  accurate 
Through  expanding  research  and  developme 
in  simulation,  navigation/guidance,  command 
control/communications  and  intelligence,  and 
tactical  control  systems,  Singer  is  writing  a  nev 
chapter  in  its  corporate  history.  Together  with 
unique  consumer  durables  capabilities  through 
the  world,  this  technological  base  positions  us  i 
important  growth  markets  of  today  and  tomon 

The  Singer  Company,  8  Stamford  Forum, 
Stamford,  CT  06904. 
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mines,  moreover,  it  has  avoided 
weakening  its  own  finances  or  dilut- 
ing equity  during  a  tenfold  increase  in 
mine  construction  costs  since  the 
1960s.  The  close  embrace  with  the 
customer  also  makes  North  Ameri- 
can's mines  less  prone  to  cutbacks 
when  electricity  demand  is  low. 

Bennett  has  a  lot  on  his  hands  right 
now.  As  much  as  a  sixth  of  the  com- 
pany's 20.5  million-ton  annual  output 
goes  to  a  coal  gasification  plant  in 
North  Dakota  that  is  threatened  with 
shutdown.  North  American  lost  two 
profitable  underground  mines  in 
Pennsylvania  at  the  end  of  last  year. 
As  a  price  paid  to  get  some  utilities  to 
help  with  financing,  Bennett  had  giv- 
en them  an  option  to  buy  the  mines  at 
book  value — well  below  their  true 
worth.  North  American  has  only  one 
more  contract  with  that  kind  of 
buyout  clause,  and  it  is  trying  to  nego- 
tiate a  new  contract  to  keep  operating 
that  mine,  the  Quarto.  The  Quarto,  in 
southeastern  Ohio,  accounted  last 
year  for  17%  of  North  American's 
production. 

Cost-plus  deals  aren't  as  easy  to  get 
nowadays.  "While  the  electric  utili- 
ties were  growing  fast,  before  the  [reg- 
ulatory] commissions  got  after  them, 
they  had  deep  pockets,"  Bennett  says. 
"That  pretty  much  has  run  its  course 
today." 

The  Trinity  Mine  joint  venture  near 
Athens,  Tex.,  where  North  American 
is  a  45%  partner  with  Texaco's  Getty 
subsidiary  in  supplying  Houston 
Lighting  &  Power,  will  require  it  to 
invest  perhaps  $110  million  toward 
the  projected  $300  million  develop- 
ment costs.  Will  this  do  as  much  good 
for  North  American's  bottom  line  as 
the  cost-plus  contracts?  The  mine  is 
potentially  more  profitable  than  a 
cost-plus  mine,  but  it  is  also  riskier. 

To  replace  some  of  the  income  lost 
when  the  Pennsylvania  mines  were 
bought,  Bennett  ventured  outside  coal 
early  this  year.  "It's  a  terrible  time  to 
put  money  into  [new]  coal  ventures," 
he  says.  He  spent  $33  million  to  get 
an  85%  interest  in  Eaton  Corp.'s  Yale 
subsidiary.  The  forkliftmaker  earned 
$10.6  million  last  year  aftertax. 
"We're  one  of  the  few  pure  coal  com- 
panies of  our  size  left.  We  have  been 
looking  to  diversify  for  years,"  says 
Bennett. 

The  darkest  cloud  on  the  horizon  is 
Bennett's  retirement  next  summer,  in 
a  time  of  change.  Descendants  of 
Frank  Taplin,  the  company's  founder, 
still  control  at  least  35%  of  the  com- 
pany and  four  of  the  ten  seats  on  the 
board  of  directors.  They  may  have  a 
hard  time  finding  someone  to  fill  Ben- 
nett's shoes.  ■ 


Neither  age  nor  mounting  criticism  dh 
Armand  Hammer's  perpetual  optimism. 
Oxy's  Colombian  finds  do  give  him  some- 
thing to  be  optimistic  about. 

Armand's 
new  elephant 


By  James  Cook 


While  some  people  are  talking 
about  an  oil  glut,"  says  Ar- 
mand Hammer,  chairman, 
chief  executive  and  architect  of  Los 
Angeles'  giant  Occidental  Petroleum 
Corp.,  "I  think  we  are  headed  for  a 
great  shortage  of  oil,  and  when  that 
happens,  I  think  the  price  of  oil  is 
going  to  soar." 

Hammer  argues  that  just  as  the  con- 
ventional wisdom  misjudged  the  situ- 
ation when  the  price  of  oil  was  rising, 
so  it  is  misjudging  again  when  the 
price  is  weak.  He  thinks  people  are 
simply  ignoring  the  handwriting  on 
the  wall.  "You  read  in  the  paper  this 
morning  that  the  Interior  Department 
estimates  the  U.S.'  potential  offshore 
reserves  at  half  what  they  thought 
they  were,"  says  Hammer,  getting  a 
bit  carried  away  over  the  significance 
of  the  estimate.  "If  that's  so,  OPEC 
will  not  be  slow  to  realize  the  advan- 
tages they  have.  If  these  new  reserve 
estimates  are  correct,  I  think  you  will 
see  it  [a  big  price  rise]  happen  within 
three  years." 

If  Hammer  is  right — and  he  was 
wrong  a  few  years  ago  when  he  pre- 
dicted the  oil  price  was  going  to  go 
back  up  rather  than  down — Oxy  will 
be  sitting  pretty.  It  is  sitting  on  what 
looks  like  the  biggest  new  oilfield 
since  the  North  Sea  and  Mexico  off- 
shore: a  giant,  by  oil  industry  stan- 
dards, if  not  yet  exactly  an  elephant — 
Caho  Limon,  in  Oxy's  2.7  million- 
acre  contract  in  Colombia.  The  pros- 
pects are  so  exhilarating  that  about  20 
other  companies  have  begun  beating 
the  Colombian  jungles  as  well,  but  so 
far  Occidental  seems  to  have  pinned 
down  a  commanding  position.  "We 
have  at  least  a  billion  barrels  so  far," 
Hammer  says — which  puts  Caho  Li- 
mon on  a  par  with  Oxy's  890  million- 


barrel  Piper  field  in  the  North  Sea.  Bu 
Hammer  clearly  believes  this  is  jus 
the  beginning.  "Billion-barrel  field 
are  rare,"  he  says,  "and  we've  got  sev 
eral  of  them."  Better  still,  those  asset 
are  not  simply  in  the  ground.  Over  th 
next  year  they  should  begin  spewin 
forth  rapidly  enough  to  double  Oxy' 
earnings  virtually  overnight. 

Hammer  takes  considerable  sati; 
faction  in  the  fact  that  Oxy  has  foun 
oil  in  the  very  spot  where  Exxon  earl 
er  had  found  none.  The  discovery  wa 
the  result  of  Oxy's  rather  quirky  gee 
logical  intuition,  looking  for  o 
where  conventional  geology  suggest 
it  wouldn't  be  found.  But  the  resul 
Hammer  says,  was  no  accident.  "It 
the  great  strength  of  Occidental,"  r. 
says  proudly,  "finding  oil  where  otl 
ers  have  failed.  That's  the  whole  hi 
tory  of  our  company."  Lathrop  in  Ca 
ifornia,  Piper  in  the  North  Sea,  Car 
Limon  in  Colombia— never  mir 
some  new  and  very  promising  disco 
eries  in  Pakistan  and  Oman. 

"I  estimate  Colombia  has  doubk 
our  net  worth,"  Hammer  chortles  d 
lightedly.  "If  we  wanted  to  sell  a  hal 
interest  in  [our  share  of  the  new  C 
lombian]  field,  I  would  say  we  cou 
get  a  billion  dollars.  So  the  other  ha 
is  worth  at  least  a  billion,  and  our  n 
worth  is  $2.8  billion."  If  his  figur 
are  correct,  the  new  field  is  wor 
about  $19  on  each  of  Oxy's  96  millic 
common  shares  plus  those  reservi 
for  conversion  and  exercise  of  wa 
rants.  This,  versus  a  recent  stock  pri 
of  32. 

Warming  to  his  subject,  Hamm 
says:  "And  that's  only  with  the  d 
coveries  so  far."  A  few  miles  to  tl 
west,  Oxy  has  made  a  second  disco 
ery,  Redondo-1,  which  could  be  e 
ery  bit  as  big. 

Oxy's  Colombian  venture  is  a  50- 
partnership  with  Ecopetrol,  the  C 
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Accidental  Chairman  Armand  Hammer 

finding  oil  where  others  again  and  again  have  failed. 


ombian  national  oil  company,  and 
■ogether  they're  spending  $1.5  billion 
iver  a  three-year  period  to  get  the 
Tano  Limon  field  into  production.  It's 
t  difficult  prospect.  The  field  is  in  a 
lood  plain,  under  flowing  water  eight 
nonths  a  year.  To  get  the  oil  to  mar- 
;et  Oxy  is  having  to  build  a  $400 
"trillion,  286-mile  pipeline  over  the 
iUides  to  the  Caribbean  port  of  Co- 
tenas.  The  terrain  is  extremely  diffi- 
ult,  but  Oxy  has  a  contract  with 
'echtel  that  Hammer  believes  pro- 
ides  enough  rewards  and  penalties 
)r  the  engineering  firm  to  guarantee 
ompletion  within  budget  and  on 
chedule  by  December  1985. 

By  mid- 1986  Hammer  expects  to  be 
roducing  200,000  barrels  a  day, 
150,000  by  1987,  300,000  by  1988— 
jiore  than  Oxy  got  from  the  North 
lea  last  year.  Even  with  the  difficul- 

es  of  getting  at  it,  Caho  Limon  is 
:latively  low-cost  (and  hence  higher- 
jrofit)  oil,  and  Hammer's  got  Oxy  a 
uite  favorable  deal  with  the  Colom- 

tan  government — 20%  royalty  on  its 


50%  share  of  production,  plus  40%  in 
taxes.  Compare  this  with  the  U.S. 
Windfall  Profits  Tax,  even,  which 
alone  runs  as  high  as  70% . 

When  the  pipeline  is  completed, 
Caho  Limon  should  have  an  immedi- 
ate impact  on  earnings,  and  though 
Hammer  refuses  to  speculate  on  ex- 
actly how  much,  he  doesn't  disagree 
with  those  analysts  who  put  earnings 
at  $2  to  $3  a  share— vs.  the  $3.08  a 
share  that  Oxy  earned  in  all  of  last 
year.  Not  $3  to  $4,  as  certain  other 
analysts  have  suggested?  "I  prefer  to 
be  conservative,"  Hammer  declares. 
But  he  says  it  impishly,  as  if  to  imply 
that,  of  course,  $2  is  too  low. 

A  payoff  of  that  magnitude  should 
go  a  long  way  toward  disarming  the 
criticism  outsiders  and  even  board 
members  have  mounted  against  Ham- 
mer's policies.  Critics  complain  about 
his  determination  to  stick  with  coal, 
the  commitment  to  large-scale,  long- 
term  international  projects  like  the 
long-delayed  Chinese  coal  venture 
(which  should  finally  be  consummat- 


ed this  month),  the  underpar  earnings 
record  and  the  heavy  burden  of  pre- 
ferred dividends.  Inevitably  they  com- 
plain about  Hammer's  age  (he  just 
turned  87)  and  his  inability  to  pick  a 
successor  (President  Ray  Irani  is  the 
fourth  presumed  heir  apparent  in  the 
last  six  years). 

But  who  can  argue  with  the  kind  of 
results  Hammer  promises?  "We  are 
really  in  fine  shape  as  far  as  the  future 
is  concerned,"  he  says.  "I  learned  a 
long  time  ago  that  the  money  is  made 
in  production  and  not  in  refining  and 
marketing." 

With  Oxy's  reserves  expanding  rap- 
idly and  its  stock  so  obviously  failing 
to  reflect  those  underlying  values, 
Oxy  itself  might  seem  a  prospective 
takeover  candidate.  Hammer  dis- 
misses that  possibility  without  elabo- 
ration. "I  think  that  covers  the  story  I 
wanted  to  tell  you,"  he  says.  "I  am 
going  to  dinner  now.  I  think  we're 
poised  for  another  surge  forward.  And 
I  think  our  stock  is  going  to  reflect 
that."  ■ 
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THIS  ISN'T  THE  CAUSE 
OF  COMMUNICATION  PROBLEMS. 


A  Telecom  Plus  Inte rn.uional  Company. 


At  Tel  Plus  Communications, 
we  believe  the  key  to  a  successful 
telephone  system  isn't  only  state 
of  the  art  technology. 

It's  state  of  the  art  people. 

Which  is  why  Tel  Plus  has 
assembled  the  most  skilled  and 
experienced  professionals  in  the 
business. 

People  who  will  analyze  your 
needs,  and  listen  to  your  wants. 
Then  recommend  equipment 
(from  phones  and  computers  to 
integrated  voice  and  data  switch- 
ing systems)  that  will  satisfy  both. 

And  our  people  don'tjust 
communicate  with  you.  They 
communicate  with  each  other. 
Ensuring  that  our  engineers  and 
installers  work  together  to  deliver  a 
system  that  works  for  you.  Not 
againstyou. 

What's  more,  all  of  our  systems 
come  with  this  important  back-up 
system:  service  people  who  are  the 
best  in  the  industry.  Which  means 
you'll  get  the  service  you  need, 
and  be  spared  the  headaches  you 
don't  need. 

How  do  you  know  we  can  keep 
these  promises?  Because  we've 
been  keeping  them  since  1972. 

As  the  largest  independent 
telecommunications  company  \n 
the  United  States,  with  over  65 
offices  nationwide,  we  have  25,000 
phone  systems  already  in  place. 

So  if  you 're  planning  on  install- 
ing a  new  phone  system,  or 
adding  to  a  present  one,  make 
sure  the  company  you  choose  is  as 
advanced  as  their  equipment. 


TnBLHPUJ©' 


COMMUNICATIONS.  INC 


Intelligent  communication 

begins  with  intelligent  people. 

Call  1-800-TEL-PLUS 


THIS  IS. 


Having  rid  itself  of  plausible  takeover 
threats,  deftly,  Knight-Ridder  can  now  con- 
centrate on  its  new-fashioned  newspapers. 

Shark-repellent- 
just  in  case 


By  Martin  Mayer 


Id  Davis/Contact 


Knight-Ridder 's  Chapman  (left)  and  Batten  in  the  Miami  Herald's  pressroom 
Investments  in  newspapers  that  dwarf  those  in  technology. 


T|  HE  MEN  AT  THE  TOP  of  Miami- 
based  Knight-Ridder  Newspa- 
pers, Inc.  have  had  ten  straight 
years  of  rising  profits,  their  stock  sells 
for  17  times  earnings  and  their  divi- 
dend has  been  growing  at  the  rate  of 
15%  compounded  over  the  last  five 
years,  which  is  fast  by  any  standard. 
All  but  one  of  Knight-Ridder's  29 
newspapers  are  making  money,  the 
television  stations  are  doing  all  right, 
and  the  company  has  some  high-tech 
tricks  up  its  sleeve.  The  company  is 
awash  in  cash. 

In  these  crazy  times,  of  course,  the 
reward  for  such  good  works  is  anxiety. 
Cash-rich  corporations  with  no  debt 
are  just  the  sort  of  thing  that  draws 
the  pirates  from  the  bounding  main, 
looking  to  take  over  the  business  by 
putting  it  in  hock.  And  media  compa- 
nies are  currently  hotter  than  hot. 

But  K-R's  defenses  are  now  sturdy 
enough  to  withstand  any  conceivable 
assault.  More  than  40%  of  the  shares 
were  controlled  by  members  of  the 
board  and  senior  executives,  another 
8%  in  related  hands  and  5%  owned  by 
employees.  Last  month  nearly  30%  of 
this  friendly  block,  9.5  million  shares 
owned  by  the  Knight  Foundation,  was 
bought  in  by  K-R  itself.  The  deal  was  a 
double  blessing.  For  one  thing,  the 
foundation's  stock  was  sure  to  be  sold 
anyway,  when  the  Knight  estate  was 
settled  and  became  subject  to  federal 
divestiture  laws.  Thus,  no  more  anxi- 
ety about  the  foundation's  stock  ulti- 
mately falling  into  unfriendly  hands. 
Second,  having  borrowed  some  $300 
million  on  a  line  of  credit  from  five 
banks  in  order  to  buy  the  foundation 
stock,  K-R  now  sports  a  debt-to-equi- 
ty ratio  of  62% — obviously  making  it 
much  less  of  a  temptation  to  even  the 
gutsiest  raider. 

The  stock  purchase  was  only  the 
most  recent  coat  of  shark-repellent 
that  Knight-Ridder  Newspapers  has 
applied.  At  the  annual  meeting  in 
April,  stockholders  revoked  the  bylaw 
that  called  for  cumulative  voting  for 
directors  (which  had  the  effect  of  pro- 
tecting the  minority  Ridder  interests 
when  the  two  family-based  newspa- 
per groups  were  merged  in  1974). 
They  also  passed  a  new  bylaw  provid- 
ing that  any  buyout  of  the  company 
that  did  not  offer  the  same  terms  to  all 
shareholders  could  be  approved  only 
by  a  favorable  vote  of  80%  or  more  of 
the  stock. 

Thus  secure,  Knight-Ridder  execu- 
tives have  the  rare  luxury  of  being 
able  to  mind  their  several  businesses 
undistracted  by  speculators.  Newspa- 
pers, their  main  business,  preoccupy 
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We'll  analyze  your  freight  transportation 
needs— inbound,  outbound,  just  in  time— to 
prove  how  competitive  our  price  and  service 
package  can  be.  And  it  won't  cost  you  a  cent. 
Take  the  Conrail  challenge  today.  Write: 
Charles  N.  Marshall,  Senior  Vice  President 


Marketing  &  Sales,  Conrail,  Six  Penn  Center 
Plaza,  Room  1040  D,  Philadelphia,  Penn- 
sylvania 19103.  Or  call  1-800-8-ACTION.  In 
Canada,  call  collect,  0-215-977-5825. 
You  have  nothing  to  lose  but 
the  old  way  to  ship. 


CONRAIL 
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Rival  vending  machines  in  Detroit 

Another  venture  in  quality  and  guts,  and  scorpions  in  the  bottle. 


them,  but  there  is  some  flashy  stuff  to 
tend.  There  is,  for  example,  Viewtron, 
the  first  commercial  videotex  service 
in  the  U.S.,  launched  in  Miami  in 
November  1983,  in  cooperation  with 
AT&T,  after  half  a  dozen  years  of  test- 
ing and  fixing. 

Viewtron  was  planned  to  start  full- 
grown,  a  vast  congeries  of  services 
from  home  banking  and  shopping  to 


restaurant  menus  and  encyclopedias, 
from  national  and  international  head- 
line stories  to  the  details  of  the  police 
blotter  and  school  sports  in  each  Mi- 
ami neighborhood.  All  this  was  to  be 
pumped  out  on  request  through  tele- 
phone lines  to  the  television  set. 

To  date,  Knight-Ridder  has  spent 
about  $40  million  on  Viewtron  and 
has  only  some  3,000  subscribers  to 


show  for  it.  The  original  hope  that 
retail  advertisers  would  pay  the  bills 
by  taking  pieces  of  videotex  "pages" 
has  pretty  much  disappeared.  Engi- 
neers have  been  laboring  to  make  the 
equipment  more  friendly  and  accessi- 
ble to  personal  computer  users.  If  he  is 
sufficiently  impressed,  K-R  CEO  Al- 
vah  Chapman,  who  still  believes 
strongly  in  videotex,  may  be  willing 
to  reescalate  the  promotion  budget. 

K-R  has  other  high-tech  products  in 
its  Business  Information  Services,  a 
putative  competitor  for  Reuters,  Tele 
rate  and  Dow  Jones  that  runs  out  of 
suburban  Kansas  City,  Kan.  The  heart 
of  BIS  is  Commodity  News  Service, 
which   supplies   commodity  market 
quotes  to  35,000  subscribers — traders, 
banks,  brokers,  farmers — in  29  coun-     A 
tries.  A  recent  decision  to  add  cash     u 
markets  and  financial  markets  rests     ,n 
on  an  insight  baldly  stated  by  Paul     y 
Tucker,  K-R's  mustachioed,  laid-back      > 
senior  vice  president  of  technology:     ,*- 
"The  value  of  a  news  item  today  is     <M 
measured  in  several  seconds.  The  val- 
ue of  a  price  is  measured  in  tenths  of  a      ( 
second."  §|, 

To  the  extent  that  the  trading  com-q  ,|0I 
munity  believes  BIS  will  bring  com-     ,] 
modity  price  information  to  subscrib-     ;C: 
ers  a  trifle  more  accurately  and  a  trifle 
more  quickly  than  its  rivals,  Knight 
Ridder  can  get  its  screens  onto  the1 


"WHENITCOMESTO 
THE  PERFECTOFFICE  COPIES 


For  a  Minolta  Bete  copier,  part  of  being  the 
perfect  copier  is  being  the  perfect  fit  for  your 
off  ice. That's  why  we  give  you  so  many  choices. 

The  Beta  350Z,  450Z,  550Z  and  650Z  zoom 
copiers  give  you  incredibly  crisp,  clear  copies  in 


a  virtually  limitless  range  of  sizes.  From  alrri 
50%  smaller  than  the  original  up  to  almost 
50%  larger. 

The  bigger  Beta  zoom  copiers  have  adva 
features  like  auto  sizing  and  auto  paper  sek 
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desks  and  then  make  the  pitch  for  the 
gee-whiz  products  that  offer  added 
value  and  revenue. 

Revenues  from  BIS  in  1984  ran 
about  $67  million,  but  they  were  up 
14%  in  the  first  quarter  of  1985.  "If 
we  can  get  business  information  go- 
ing," Chapman  says  approvingly,  "in 
ten  years  it  will  contribute  more  than 
a  metropolitan  newspaper." 

Chapman  is  a  small,  soft-spoken 
Southerner  with  a  steely  look,  the 
third  generation  of  his  family  to  run  a 
newspaper.  He  likes  to  speak  of  K-R  as 
a  "diversified  communications  com- 
pany," and  he  enjoys  talking  about 
the  computer-based  services  and  the 
five  minor  league  television  stations 
(Albany,  N.Y.;  Flint,  Mich.;  Nash- 
ville, Tenn.;  Norfolk,  Va.  and  Provi- 
dence, R.I.).  But  he  talks  even  more 
cheerfully  about  the  company's  29 
Inewspapers,  which  contribute  89%  of 
'K-R's  total  revenues.  Almost  half  the 
Newspaper  revenues  are  accounted  for 
oy  three  cities:  Philadelphia,  Miami 
;ind  (this  one  you  might  not  guess)  San 
lose,  Calif. 

Philadelphia's  revenues  of  $350 
nillion  are  a  reward  for  quality  and 
ijuts.  The  Inquirer  wasn't  much  when 
fhe  Knight  family  bought  it  from  Wal- 
ler Annenberg  in  1969.  The  Knights 
lired  editor  Gene  Roberts  from  the 
Wew  York  Times  and,  though  the  paper 


lost  money  through  much  of  the 
1970s,  gave  him  the  resources  to  win 
Pulitzer  Prizes  for  six  straight  years. 
When  the  Bulletin  collapsed  in  early 
1982,  the  Inquirer  and  its  tabloid  after- 
noon sibling,  the  Daily  Neivs,  gave 
Knight-Ridder  a  near  monopoly  in  the 
nation's  fourth-largest  market.  Cor- 
porate headquarters  has  now  claimed 
its  reward.  Profit  targets  have  been  set 
somewhat  higher  than  Inquirer  pub- 
lisher Samuel  McKeel  would  like  to 
see  (and  the  newsstand  price  has  been 
raised,  to  35  cents  daily  and  $1  on 
Sunday,  despite  his  objections). 

K-R  planners  in  Miami  have  or- 
dered Philadelphia  to  contribute  suit- 
ably to  Knight-Ridder's  current  ven- 
ture in  quality  and  guts,  this  one  in 
Detroit,  where  K-R's  Free  Press  is  play- 
ing scorpions-in-the-bottle  with  the 
Detroit  News. 

The  Miami  paper's  revenues  are 
smaller  than  Philadelphia's,  but  its 
profits  are  larger — at  least  $50  million 
last  year.  Though  not  quite  so  fat  as  it 
was  in  the  days  when  the  overvalued 
Venezuelan  bolivar  made  Miami  va- 
cations (and  second  homes)  cheap  for 
the  tired  businessman  from  Caracas, 
the  Herald  remains  one  of  the  great 
money  machines  of  America,  a  mo- 
nopoly franchise  in  one  of  the  fastest- 
growing  metropolitan  areas.  And  the 
San  Jose  Mercury  News,  in  the  heart  of 


Silicon  Valley,  last  year  carried  more 
column  inches  of  advertising  than  the 
Inquirer  and  the  Herald  together — 
more  employment  advertising  than 
any  other  newspaper  in  the  U.S.  "Per 
ton  of  newsprint,"  says  William  Ott, 
senior  vice  president  for  operations,  a 
solid  man  in  shirt-sleeves  who  looks 
like  he  spent  part  of  his  life  running 
presses,  "there's  nothing  so  profitable 
as  classified  advertising." 

The  investments  K-R  makes  in  its 
newspapers — nearly  $400  million  in 
the  past  five  years  alone  were  spent  on 
plant  and  equipment — dwarf  those  in 
technology.  Until  recently,  most  of 
the  new  editorial  money  went  for  staff 
to  improve  the  papers'  national  and 
international  coverage.  Chapman 
likes  to  point  out  that  when  he  be- 
came chairman  in  1976,  K-R  had  no 
resident  foreign  correspondents.  Now 
four  of  the  papers  have  foreign  bu- 
reaus, whose  work  is  shared  with  all 
K-R  papers  and  with  about  130  other 
newspaper  subscribers  to  the  Knight- 
Ridder-Tribune  news  service.  Mean- 
while, the  Washington  bureau  has 
been  built  up  to  a  staff  of  26  reporters, 
most  of  them  on  the  payroll  of  one  of 
the  papers. 

Now  the  pendulum  has  swung 
away  from  international  and  national 
news,  and  Knight-Ridder  is  pouring 
money  into  specialized  and  local  cov- 
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I  combination  of  image  size  and  paper  size 

feed. 

Id  if  you  don't  need  reducing  and  enlarging, 

is  the  economical  Beta  350  or  450. 


-Tony  Randall 

You'll  find  them  all  at  your  authorized 
Minolta  dealer.  And  you'll  find  him  in  the  Yellow 
Pages. 

He'll  help  you  find  the  Beta  copier  that  fits 
you  best. 
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"We're  going  back  to  our  roots" 


"One  of  the  sins  of  the  newsrooms 
in  middle-size  and  larger  cities  has 
been  that  they  had  no  interest  in 
golden  weddings  and  Eagle  Scouts 
and  chicken  dinners,"  says  K-R 
President  fames  K.  Batten,  a  casu- 
al, gray-haired  former  editor  (Char- 
lotte Observer),  at  49  the  youngest 
member  of  the  board.  "Nobody 
went  to  journalism  school  to  write 
about  some  freckle-faced  14-year- 
old  who's  been  made  an  Eagle 
Scout,  but  that's  what  built  the 
newspapers." 

Knight-Ridder  is  still  building 
newspapers  on  that  notion.  Twice 
a  week,  subscribers  in  each  area  of 
Miami  get  their  own  locally  writ- 
ten and  edited  version  of  a  maga- 
zine called  Neighbors.  Miami  Herald 
Publisher  Richard  Capen  Jr.,  a  vet- 
eran of  the  Copley  Press  operation 
in  San  Diego,  reports  that  politi- 
cians who  used  to  be  annoyed 
when  their  speeches  were  reported 
in  Neighbors  rather  than  the  main 
paper  now  ask  for  the  local  rather 
than  the  citywide  coverage.  "I  remember  reading  in  the 
Neighbors  that  serves  my  part  of  town,"  Batten  says, 
"about  the  plans  to  tear  down  a  gas  station  on  Dixie 
Highway  and  put  up  a  Wendy's.  That  was  a  bigger  story 
for  me  than  Bert  Lance  or  the  Panama  Canal.  It  meant 
that  these  two  honest  garage  mechanics  who  know  my 
wife's  name  were  going  to  have  to  relocate.  We  now 
have  46  of  these  local  sections,  under  different  names, 
from  sea  to  shining  sea,  and  we  will  have  more.  We're 
going  back  to  our  roots." 

These  things  take  staffing.  Capen  estimates  that  the 
Herald  has  650  people  working  in  Broward  County, 
where  Knight-Ridder  has  drawn  a  bead  on  the  estab- 
lished Fort  Lauderdale  paper,  another  300  in  Palm 
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Gulf  Coast  News 

KeysNews 

Palm  Beach  Counts 


A  sample  of  K-R's  locally  edited  weeklies 
Freckle-faced  Eagle  Scouts  matter. 


Beach  and  200  more  on  the  coast  stretching  up  to  Vero     after  one  year." — M.M. 


Beach.  There  are  computer  costs 
for  "front-end  systems,"  to  tie  the 
Neighbors  offices  into  the  main 
computer,  and  for  the  so-called 
mailrooms,  where  the  sections  of 
the  daily  paper  are  assembled. 

All  the  Knight-Ridder  papers  in 
the  larger  cities  are  being  told  to 
find  opportunities  for  minipapers 
inside  the  big  paper,  but  the  job 
takes  machinery  as  well  as  man- 
power. Until  last  month  the  hiquir- 
er  was  limited  in  the  variety  of 
papers  it  could  offer  around  Phila- 
delphia because  separately  printed 
sections  of  the  paper  had  to  be  put 
together  by  hand.  Now  the  mail- 
room  is  installing  new  Swiss-made 
Ferag  machines  costing  $25  mil- 
lion that  can  automatically  insert 
one  128-page  paper  inside  another 
128-page  paper. 

The  Herald  has  eliminated  the 
old-fashioned  delivery  boy:  To 
make  possible  precise  distribution 
of  papers  with  different  sections, 
the  company's  trucks  deliver 
newspapers  wrapped  in  differing  colors  to  40-odd  distri- 
bution points.  At  the  distribution  centers,  computer 
printers  update  for  changes  (new  subscribers,  vacations, 
etc.)  in  the  day's  route.  Thus  each  carrier  knows  pre- 
cisely which  customer  gets  what. 

Startup  costs  are  heavy,  and  the  advertising  sales  staff 
for  the  local  sections  has  to  be  watched  to  make  sure  it 
doesn't,  in  one  executive's  words,  "cannibalize  the  ads 
that  would  otherwise  run  in  the  main  paper." 

The  publisher  or  general  manager  of  the  paper  decides 
where  to  start  up  such  sections  and  is  responsible  for 
making  them  pay  off  or  closing  them  down. 

"The  good  ones,"  K-R  Chairman  Alvah  Chapman 
says  firmly,  "are  profitable  on  an  incremental  basis 
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erage  (see  box,  above)  and  into  a  week- 
ly section  called  Business  Monday,  first 
created  for  the  Miami  Herald  by  Larry 
Birger,  a  matter-of-fact  business  writ- 
er who  was  Business  Week's  man  in 
Miami  for  21  years.  "The  general  pub- 
lic," Birger  says,  "is  interested  in  local 
business  more  than  national  business, 
and  there's  no  place  where  they  can 
get  local  business  news."  Birger  sold 
Chapman  on  the  idea,  and  now  his 
Monday  tabloid  insert  typically  runs 
68  pages.  The  paper  has  a  staff  of  18 
editors  and  reporters  on  local  business 
news  ("not  nearly  enough,"  Birger 
grumbles). 

Sixteen  other  Knight-Ridder  papers 
have  begun  their  own  Business  Mon- 
day, and  Birger  keeps  getting  calls 
from  editors  up  north  who  feel  them- 
selves afflicted  by  the  rash  of  indepen- 
dent local  business  journals  breaking 
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out  all  over  the  country,  asking  him  if 
he  is  still  happy  in  Miami. 

Alvah  Chapman  says  wonderingly 
of  the  papers'  local  inserts  and  Busi- 
ness Monday  that  "these  sections  have 
brought  us  12,000  new  advertisers 
across  the  country,  not  counting  clas- 
sified." And  what  the  big-city  news- 
papers need  most  of  all  is  businesses, 
big  and  small,  that  haven't  been  ad- 
vertising in  the  papers. 

For  years  the  broadcasters  and  the 
direct-response  mailers  and  shoppers 
have  been  beating  up  on  the  newspa- 
pers, which  distributed  only  to  their 
unselected  universe  of  subscribers 
and  purchasers.  Now  the  papers  have 
a  printing-packaging-distributing 
technology  that  can  bring  them  re- 
venge— they  can  target  specific  audi- 
ences as  no  broadcaster  can.  And  be- 
cause their  trucks  are  already  on  the 
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streets,  they  can  drop  off  ad  package 
to  every  household  in  a  neighborhood  viewec 
at  least  as  efficiently  as  the  publisher 
of  the  shoppers.  "We  think  there  ar 
300  basic  advertising  products, 
Chapman  says.  "We  can  do  preprin  ^ 
sections,  demographic  zoning,  zonin 
by  zip  code,  zoning  for  the  Sunday  T1 
book  or  magazine,  for  internationa 
editions.  .  .  ." 

These  revenues  have  the  additiona 
virtue  of  being  relatively  predictable  «■ 
which  is  important  to  K-R,  wher 
management  has  a  felt  need  for  "cor 
sistency  in  earnings"  in  a  very  cycl 
cal  business.  "Well,"  says  Chapmar 
not  bragging,  "we've  made  a  start." 

A  confident  start.  Hearst  wants  t 
spend  $450  million  for  one  TV  sti 
tion;  the  Tribune  Co.,  $510  millio 
for  another.  Knight-Ridder  spent  $33 
million  for  a  piece  of  itself.  ■ 
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INTELLIGENT  BUILDING  SYSTEMS 


by  Alan  B.  Abramson  and  Clifford  Stanley 


)uring  the  past  year,  the  world  of  com- 
mercial real  estate  has  buzzed  with  talk 
a  new  generation  ot  "smart"  or  "intelli- 
tnt"  buildings.  Developers,  vendors  of 
telligent  systems,  and  early  entrants  in  the 
w  business  of  shared  tenant  services  have 
iled  the  arrival  of  an  office  building  that, 
Dre  than  a  place  to  do  business,  is  a 
ategic  tool  for  increasing  business  pro- 
ictivity 

The  business  community  is  responding 
th  tough  questions:  Will  these  new  build- 
3s  help  companies  operate  more 
iciently,  economically,  and  productively? 
1  they  be  more  attractive  to  potential 
lants?  Do  they  truly  offer  the  new  source 
income  and  guarantee  against  future 
solescence  promised  by  their  designers? 
As  engineers,  we  at  Syska  &  Hennessy 
nk  the  answer  is  yes.  But  we  would  add 
t  the  smart  building  is  an  evolving  form, 
'which  we* have  seen  only  the  first  exam- 
's. Some  of  its  ballyhooed  features  are 
liable  now,  some  are  certain  to  become 
liable  in  the  near  future,  and  still  others 
attractive  promises  that  may  not  be 
jilable  for  several  years  or  more. 

irst  Generation  of 
diligent  Buildings 

he  best  publicized  "smart  building,"  and 
the  longest  occupied,  is  Cityplace  in 
tford,  Conn.  Cityplace  has  been  followed 
)ne  Financial  Place  in  Chicago,  Con- 
rse  Corporate  Center  in  Atlanta,  and 
mark/Renaissance  Park  near 
hington,  D.C.  These,  together  with  be- 
in  five  and  ten  other  major  projects,  are 
*:  viewed  as  a  "first  generation"  in  the 
Hution  of  building  intelligence. 

esides  being  speculative  multi-tenant  or 
w.'d-use  facilities,  the  buildings  of  the  first 
Juration  share  two  characteristics:  fully 
Ibuterized  building  management  sys- 
IL  and  sophisticated,  digitally  switched 
Blt'ommunications  systems,  managed  by 
Mite  shared  tenant  services  organiza- 
io(. 

•'[egration  of  these  two  systems  can  be 
Jx£;ted  in  future  smart  buildings.  And  as 
)ui  ings  assume  critical  communications 
un;  ons  in  an  information  intensive  world, 
Intelligent  building  will  incorporate 
ectoiogies  as  they  are  adopted  by  the 
JuSess  community.  Some  of  these 
lecblogies  are  already  in  use  in  owner- 
Jcdied  buildings  and  other  facilities. 
Sont  are  still  on  the  drawing  board  or  in 
arotype  stages. 
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Intelligent  Building 
Management  Systems 

1  ntelligent  building  management  systems 
I  employ  sophisticated  computer 
technology  to  perform  conventional  building 
monitoring  and  control  functions  in  more 
efficient  ways.  The  difference  in  the  new 
systems  is  twofold:  They  incorporate  for- 
merly independent  operating  units  in  one 
system,  and  they  use  modern  electronic 
technology  in  place  of  pneumatic,  electro- 
mechanical and  manual  components. 

Two  techniques  underlie  this  transforma- 
tion: distributed  processing  and  direct 
digital  control.  Distributed  processing  in- 
volves the  use  of  microcomputers  scattered 
throughout  the  building  to  control  building 
devices  on  an  area-by-area  basis.  Direct 
digital  control  eliminates  all  non-electronic 
units  from  the  control  system.  With  the  two 
techniques  combined,  the  regulation  of  heat- 
ing, ventilating,  and  air  conditioning 
(HVAC),  energy  management,  fire  alarm  and 
control,  security,  and  elevators  is  entirely 
taken  over  by  a  network  of  sensors  monitor- 
ing conditions  throughout  the  building  and 
microcomputers  programmed  with  the  data 
necessary  for  system  operation.  Central 
computers  coordinate  subsystems  and  serve 
as  points  of  control  where  operators  can 
alter  programs  and  access  operations,  ener- 
gy use,  and  maintenance  data. 


Initial  Cost  Benefits 

Surprisingly,  all  this  technology  does  not 
necessarily  make  the  system  more  ex- 
pensive. In  fact,  according  to  John  Grad, 
president  of  MCC  Powers,  "though  it  in- 
volves costly  technology,  the  integration  of 
the  systems  ends  up  producing  a  clear 
capital  advantage  to  the  building  owner."  At 
Concourse  Corporate  Center,  where  Powers 
provided  an  integrated  control  system,  initial 
cost-avoidance  was  achieved  by  planning 
and  installing  the  system  wiring  as  a  single 
system.  First  costs  also  were  cut  by  integrat- 
ing the  controls,  the  data  input/output 
stations,  and  the  processors  of  previously 
independent  systems. 

Operating  Advantages 

ut  operating  advantages  and  payback 
over  time  are  the  system's  real 
attractions. 

Savings  are  dramatic  in  the  area  of 
energy  consumption.  With  remote  electronic 
sensors  recognizing  changes  in  the  micro- 
climates of  different  building  areas,  HVAC 
units  operate  only  when  required.  With  local 
control,  HVAC  or  lighting  units  can  be 
turned  off  in  unused  areas,  while  adjacent 
areas  are  maintained  for  comfortable  occu- 
pancy. Individual  areas  may  be  programmed 
for  different  comfort  requirements  and  occu- 
pancy schedules,  and  flexibly  regulated  for 
off-hours  use.  Savings  can  be  passed  along 
to  tenants  through  differently  structured 
leases  and  off-hours  billing  arrangements. 
For  the  owner/occupant,  they  mean  an  obvi- 
ous direct  savings,  as  well  as  aaopportunity 
to  monitor  more  closely  energy  consumption 
within  the  organization.  Estimates  of  overall 
savings  range  from  10  to  40  percent. 

While  operating  more  economically,  the 
intelligent  building  management  system  also 
operates  more  effectively,  particularly  during 
emergencies.  Complex  response  strategies, 
combining  fire  control,  smoke  control,  al- 
arm, and  evacuation  measures,  may  be 
programmed  on  the  system  computers. 
These  emergency  measures  are  taken  in- 
stantaneously and  require  a  minimum  of 
human  intervention. 

Single  vendor  sales,  service  and  mainte- 
nance also  save  dollars.  The  major  vendors 
in  the  field — Honeywell,  Johnson  Controls, 
and  the  aforementioned  MCC  Powers  and 
Building  Systems  Co. — manufacture  com- 
plete systems,  and  their  pitch  as  integrators 
emphasizes  service  and  convenience.  As 
Dave  Larkin,  president  of  Honeywell's  Com- 
mercial Division,  puts  it,  "with  our  capacity 
to  manufacture,  install,  commission,  and 
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service  the  entire  building  system,  we  can 
guarantee  complete  backup."  Maintenance 
and  troubleshooting,  when  required,  are 
streamlined  using  software  to  diagnose  mal- 
functions and  schedule  preventive 
maintenance  before  most  problems  arise. 

Finally,  the  potential  exists  for  integrating 
building  management  systems  with  telecom- 
munications and  office  automation  systems, 
which  operate  through  similar  technologies. 
None  of  the  first-generation  buildings  is 
quite  that  smart  yet.  But  as  Stephen  C. 
Schaeffer,  president  of  United  Technologies 
Building  Systems  Co.  puts  it,  "the  tech- 
nology now  available  in  our  intelligent 
building  projects  makes  them  less  expensive 
to  operate,  and  more  productive  to  work  in. 
The  intelligent  building  is  still  an  evolving 
industry,  but  already  we  have  reached  a 
stage  where  buildings  are  more  responsive 
to  both  tenants'  and  owners'  needs." 

Telecommunications  in  the 
Intelligent  Building 

The  on-site  switched  telecommunications 
system  is  the  other  half  of  the  first- 
generation  smart  building's  brains.  The 
system  is  anchored  by  the  digital  PBX,  a 
central  traffic  controller  for  voice  and  data 
communications  that  is  within  and  extends 
beyond  the  intelligent  building's  walls. 

For  voice-only  telephony,  the  PBX  offers 
detailed  call  recording,  least-cost  call  rout- 
ing voice-message  storing  and  forwarding, 
and,  of  course,  direct  inward  dialing. 
Although  far  from  revolutionary,  these  fea- 
tures alone  can  significantly  increase 
productivity  and  reduce  cost  in  organiza- 
tions with  heavy  phone  use. 

The  major  effect  of  the  digital  PBX, 

Beyond  the  Multi-Tenant  Building 

Ithough  recent  attention  has  focused 
on  intelligence  in  multi-tenant  build- 
ings, the  most  impressive  applications  of 
building  electronic  systems  may  appear  in 
owner  occupied  and  special  purpose  facili- 
ties, where  systems  can  be  customized  to 
specific  requirements.Local  area  networks 
can  be  of  particular  benefit  in  large  organi- 
zations' headquarters  offices  where  better 
information  flow  between  departments 
means  increased  productivity.  Attractive 
potential  applications  include  linking  not 
only  offices,  but  manufacturing  and  point- 
of-sale  units  as  well. 
Smart  health  care  facilities  are  on  the 


however,  is  to  transform  the  telephone 
system  into  an  effective,  multi-purpose  data 
communications  network.  Conventional 
phone  systems  have  carried  computer  data 
for  years,  but  with  limitations:  modems 
converted  computers'  digital  data  to  analog 
form  for  phone  wire  transmission,  and  the 
signal  occupied  the  wire's  entire  capacity 
while  the  computer  was  connected.  With  the 
digital  PBX,  new  technology  for  multiplexing 
(sending  multiple  messages  along  one  con- 
nection) and  newer  digital  telephones,  the 
phone  system  can  simultaneously  transmit 
voice  and  data  along  each  of  its  lines,  and 
do  so  at  higher  speeds.  With  such  a  system, 
each  desk  with  a  phone  jack  becomes  a 
sending-and-receiving  station  for  a  data 
device — a  personal  computer,  word  pro- 
cessor, dumb  terminal  or  integrated  voice- 
and-data  workstation.  Every  such  worksta- 
tion is,  in  effect,  part  of  a  data  network 
capable  of  sharing  information  and  access- 
ing remote  resources — value-added 
services,  peripherals,  memory  and  soft- 
ware— located  within  or  outside  the  facility. 

Shared  Tenant  Services  (STS) 

STS,  in  the  first-generation  multi-tenant 
smart  buildings,  is  first  and  foremost  an 
in-house  telephone  company  that  utilizes  the 
digital  PBX  and  related  technology  to  reunite 
the  sales,  service,  and  accessing  functions 
once  provided  by  the  Bell  System,  as  well  as 
new  services.  As  Rodney  L.  James,  presi- 
dent of  Sharetech,  the  STS  provider  at 
Cityplace,  describes  it,  "we  provide  a  single 
source  for  a  full  fange  of  office  services  and 
emerging  technologies,  with  telephony  as 
our  anchor  service."  As  surrogate  phone 
companies,  STS  vendors  sell  phones,  offer 
on-premises  service  representatives,  pro- 
vide access  to  the  local  telephone  operating 
company  and  to  long  distance  lines,  and 
offer  the  convenience  and  economy  features 
of  the  on-site  switch,  including  least-cost 
call  routing,  detailed  call  accounting,  and 
intra-building  communications. 
STS  companies  claim  to  offer  benefits 


horizon.  Hospitals  are  information  inten- 
sive by  nature;  at  the  University  of  Virginia 
Medical  Center,  Syska  &  Hennessy  is 
studying  ways  of  fully  automating  medical 
information  systems  using  building  intel- 
ligence. 

Another  major  Syska  &  Hennessy  proj- 
ect, the  New  York  Convention  Center,  will 
feature  facilities  for  exhibitors  to  install 
portable  satellite  dishes.  Extensive  built- 
in,  computer-driven  audio-visual  displays, 
along  with  integrated  controls,  are  part  of 
the  building's  design.  Applications  abound 
for  universities  and  hotels  as  well.  The 
multi-tenant  building  is  only  the  beginning. 


that  will  show  up  in  dollars  saved  and 
efficiency  gained.  The  vendors  claim  (and 
most  figures  bear  them  out)  to  be  able  to 
offer  less  expensive  service  than  a  small  o 
medium-sized  tenant  could  get  from  the 
phone  company,  due  to  passed-along  bull- 
discounts.  Savings  are  likely  to  become 
even  more  substantial  when  and  if  bypass 
circumventing  the  local  phone  operating 
company — becomes  a  part  of  STS  opera- 
tions, as  many  envision. 

Even  more  attractive  than  dollar  saving 
may  be  the  convenience  inherent  in  re- 
packaging the  former  Ma  Bell  services.  SI 
means  one-stop  shopping  in  a  marketplac 
complex  enough  to  have  given  rise  to  the 
"telecommunications  manager."  Moving  ii 
an  office  with  installed,  operating  phones, 
and  dealing  with  one  provider  for  all  com- 
munications needs,  can  be  immensely 
attractive — especially  to  small  and  mid- 
sized, productivity-conscious  firms  that 
would  rather  get  on  with  business  than 
compare  rates  or  shop  for  phones.  Accorc 
ing  to  Telestrategies,  Inc.,  a  McLean,  VA- 
based  information  services  firm,  113  shar 
telecommunications  businesses  were  sen 
ing  this  market  in  March  1985,  with  69  mi 
expected  to  start  operations  later  this  year 


I  n  addition  to  voice  telephony,  the  STS 
i  operations  in  the  first-generation  intel- 
ligent buildings  offer  computer-based 
services  including  electronic  mail,  word 
processing,  facsimile  transmission,  use  c 
popular  software  and  of  peripherals  such 
printers,  plotters  and  hard-disc  storage. 
Leased  terminals  in  users'  offices  are  link 
via  the  telecommunications  system,  to  tto 
STS  mainframe  or  mini. 

In  this  area,  selling  points  for  STS  are 
expertise  and  an  up-to-date  facility,  and  i 
natural  market  is  made  up  of  small  and  rr 
sized  firms  reluctant  to  invest  in  equipme 
that  may  become  obsolete  within  a  few  ye 
or  that  is  needed  only  occasionally.  STS 
companies  are  committed  to  keeping  thei 
services  state-of-the-art  and  to  providing 
single-source  supply  of  a  wide  range  of 
information  processing  equipment  for  sai 
or  lease.  Their  success  in  the  realm  of  da 
services' will  depend  in  large  part  on  the 
strength  of  that  commitment,  and  on  thei 
ability  to  meet  rapidly  changing  needs. 


lx 


The  Intelligent  Present/ 
The  Intelligent  Future 

Impressive  as  the  first-generation  smai  i 
buildings  are,  the  intelligent  buildings 
the  future  are  certain  to  include  even  moi 
technological  features,  some  now  in  use 
owner-occupied  buildings  and  manufacti 
ing  facilities,  some  still  on  the  drawing 
board  or  in  prototype.  The  new  develop- 
ments and  applications  will  come  primar 
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What  do  you  call  an  intelligent 
building  with  uncomfortable 

tenants? 


letty  dumb,  we'd  say.  While  qualified 
ilephone  or  data  system  experts  can 
jovide  good  communication  or  information 
*3tems,  they  can't  satisfy  your  most 
c  tical  building  concern  —  your  tenants' 
nfort. 


Unless,  of  course,  that  expert  happens  to 
be  working  with  the  leader  in  creating  a 
better  climate  for  business. 

Assure  your  building's  intelligence.  Start 
with  us. 


J 
CONTR 


HNSON 
LS 


Johnson  Controls  Inc.,  Box  423,  Milwaukee,  WI  53201 


{Is,  Inc.  1985 


United  Technologies  Building  Systems  has  intelligent  buildings 

Project  Name 

City 

in  major  developments  nationwide. 

Four  &  Six  Stamford  Forum 

Stamford,  CT 

Equitable  Tower 

New  York  City,  NY 

Project  Name        City                    Developer 

599  Lexington  Avenue 

New  York  City,  NY 

City  Place              Hartford,  CT        Urban  Investment  Development  Co. 

Five  Skyline  Place 

Washington,  DC 

&  Branson  and  Hutensky 

Crystal  Gateway  Three 

Washington,  DC 

■ 

Crystal  Park  One 

Washington,  DC 

Developer 
F.D.Rich  Company 
Equitable  Center 
Boston  Properties 
Charles  E.  Smith  Com 
Charles  E.  Smith  Com  I 
Charles  E.  Smith  Com  |* 
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IT'S  ALREADY  OBSOLETE. 

Someone's  building  another  $100 
million  dinosaur.  The  blueprints  aren't 
even  dry  and  the  30-story  chrome 
and  glass  palace  is  as  good  as  obso- 
lete. It  won't  be  able  to  compete  with 
the  integrated,  intelligent  buildings 
being  built  right  next  door. 

We're  United  Technologies  Build- 
ing Systems  Company.  We  help  you 
integrate  all  your  building  systems 
and  we  provide  them  from  a  single 
supplier.  Us.  Heating,  ventilating  and 
air  conditioning.  Lighting  controls. 
Elevators.  Energy  management.  Fire 
and  security  systems.  So  your  build- 
ing operates  more  efficiently.  More 
economically. 

And  your  tenants  will  appreciate 
the  integrated  building  because  it's 
more  than  a  roof  over  their  heads.  It's 
a  business  tool  with  advanced  tele- 
communications and  integrated  office 
services,  in  a  package  they  can  both 
understand  and  afford. 

So  if  you're  planning  a  new  build- 
ing contact  us.  We'll  make  certain 
your  building  isn't  obsolete  before  it's 
completed. 

For  more  information  call  or 
write:  United  Technologies  Building 
Systems  Company,  1 85  Asylum 
Street,  Hartford,  CT  06 103-3491 
(203)  275-6000. 

UNITED 
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B I  Name 

K  Kennedy  Boulevard 
&  treet  Centre 
«3nts  Plaza  Three 
"I  wi  Lakes 
to  Center 
°*idale  Lake 


City 

Developer 

Project  Name 

Philadelphia,  PA 

Evans-Pitcairn  Corp. 

Barnett  Plaza 

Richmond,  VA 

Main  Street  Centre  Associates 

LTV  Center 

Chicago,  IL 

Miglin-Beitler  Developments,  Inc. 

800  Milam 

Itasca,  IL 

Trammell  Crow  Company 

Citicorp  Center 

Denver,  CO 

Williams  Realty  Developments,  Inc. 

Grand  Financial  Plaza 

Minneapolis,  MN 

Trammell  Crow  Company 

City 

Tampa,  FL 
Dallas,  TX 
Houston,  TX 
San  Francisco,  CA 
Los  Angeles,  CA 


Developer 

The  Paragon  Group 

Trammell  Crow  Company 

Treptow  Development  Co. 

Citicorp 

Treptow  Development  Co. 


ADVERTISEMENT 


INTELLIGENT  BUILDING  SYSTEMS 


in  three  areas:  high-efficiency  data  com- 
munications, augmented  telecommuni- 
cations, and  large-scale  systems  integration. 

Local  Area  Networks 

The  most-used  word  among  corporate 
computer  users  today  is,  without  a 
doubt,  "networking."  In  order  better  to  dis- 
tribute critical  up-to-the-minute  information 
and  utilize  in-house  resources  more  produc- 
tively, organizations  of  all  types  are  linking, 
or  planning  to  link,  their  computers, 
workstations,  peripherals,  and  audio/visual 
equipment  on  local  area  networks,  or  LAN's. 
The  LAN,  using  twisted  pair  wiring,  coaxial 
cable  or  even  optical  fiber,  transmits  infor- 
mation at  megabit-per-second  rates  without 
requiring  point-to-point  wiring  between  each 
device.  As  LAN's  become  central  to  business 
operations,  their  integration  into  buildings' 
basic  designs  is  inevitable. 

Some  smart  facilities  now  are  including 
uniform  wiring  plans  designed  to  support 
LAN's.  Uniform  wiring  plans  bring  high 
speed  data  communications  media  to  reg- 
ularly spaced  outlets,  along  with  conven- 

The  Intelligent  Building  Business 

f  intelligent  building  technology  is  an 

intriguing  puzzle,  the  intelligent  build- 
ing business  can  seem  a  daunting 
labyrinth.  Basically,  the  market  is  two- 
tiered.  On  the  first  tier,  systems  vendors, 
or  "integrators,"  are  marketing  intelligent 
systems  to  building  developers;  on  the 
second,  developers  are  marketing  intel- 
ligent space  to  tenants  and  buyers,, while 
STS  vendors— often  partnerships  between 
developers,  systems  vendors,  and  anchor 
tenants — are  marketing  services  to  build- 
ing occupants. 

Other  players  include  telecommunica- 
tions equipment  manufacturers- 
Northern  Telecom,  Intecom,  Rolm,  AT&T, 
and  a  few  others — who  have  entered  into 
marketing  agreements  and  joint  ventures 
with  the  controls  vendors,  as  well  as 
telecommunications  consultants,  local 
area  network  designer/installers  and,  of 
course,  the  computer  manufacturers. 

In  the  race  for  pieces  of  the  pie,  the 
winners  will  be  those  best  able  to  generate 
confidence  in  the  durability  and  adapt- 
ability of  their  approach  to  evolving 
building  intelligence.  These  days,  nobody 
wants  a  building,  or  space  in  a  building, 
with  yesterday's  brains. 


tional  power  supply  and  telephone  lines,  so 
that  networking  involves  little  more  than 
plugging  data  station  and  network  interface 
units  into  standard  outlets.  In  general, 
"smart  buildings"  have  left  conduit  space 
for  possible  future  installations  of  uniform 
wiring.  Some  information  intensive  organi- 
zations like  C.  Itoh  &  Co.  (America)  Inc. 
have  gone  a  step  further,  laying  uniform 
wiring  networks  in  anticipation  of  network- 
ing all  their  office  systems.  Industrial 
facilities,  too,  are  pioneering  network  ap- 
plications to  Gonnect  manufacturing 
automation  systems  with  office  automation/ 
data  processing  systems  using  building 
integrated  wiring  plans. 

Augmented  Telecommunications 

Two  advanced  telecommunications  fea- 
tures that  are  already  used  by  large 
corporations  are  likely  to  become  part  of  the 
intelligent  building  picture:  on-site  satellite 
transmission/reception  and  two-way  inter- 
active teleconferencing. 

Satellite  dishes  have  become  fairly  com- 
mon sights  on  corporate  headquarters 
buildings,  but  facilities  like  the  Teleport  (a 
joint  venture  of  The  Port  Authority  of  New 
York  and  New  Jersey;  Merrill  Lynch  &  Co., 
Inc.;  Western  Union  Corporation  and  The 
City  of  New  York),  slated  for  occupancy  by 
spring  1986,  represent  a  move  to  market 
satellite  communications  capability  as  part 
of  the  building  itself.  The  Teleport  will 
provide  interference-free  space  for  satellite 
earth  stations  tied  to  facilities  throughout  the 
New  York-New  Jersey  area  via  optical  fiber 
links.  But  the  complex  also  will  include 
rentable  office  space,  affording  tenants  ac- 
cess to  a  shared  earth  station  for  local 
phone  company  bypass,  and  access  to  a 
multitude  of  off-site  data  sources. 

Two-way  interactive  video  teleconferenc- 
ing has  been  employed  by  numerous  large 
corporations  to  increase  the  effectiveness  of 
meetings  while  reducing  travel  expenses, 
but  high  initial  cost  and  design  problems 
have  limited  widespread  adoption. 

Integration  of  teleconferencing  facilities 
within  the  smart-building  concept  promises 
solutions  to  both  of  these  problems.  Shared 
facilities  in  multi-tenant  buildings  will  bring 
the  technology  within  reach  of  smaller 
users.  The  presence  of  high-speed  LAN's 
capable  of  video  transmission  within  facili- 
ties will  make  intra-building  teleconfer- 
encing a  cost-effective  possibility  and  will 
lower  the  initial  cost  of  teleconferencing 
facilities. 

Large-Scale  Integration 

One  hotly  debated  issue  on  the  intel- 
ligent buildings  scene  is  the  possibility 
of  a  fully  integrated,  interacting,  building 
electronic  infrastructure.  Steps  have  been 
taken  toward  such  integration  with  bridges 


between  telecommunications  systems  and 
building  management  systems  and  with 
PBX's  capable  of  transmission  (within  the 
switch)  at  rates  comparable  to  LAN's. 
Phones  in  the  Orlando  Hilton  can  be  used 
regulate  room  comfort  systems,  and  at  the 
Ramada  Renaissance  Hotel  the  computer 
handling  the  hotel's  data  processing  and 
reservations  is  interfaced  with  the  phone 
system  to  provide  automatic  long  distance 
billing. 

But  as  Ronald  J.  Caffrey,  vice  president 
for  marketing  at  Johnson  Controls  points 
out,  integration  makes  sense  only  if  it  offe 
functional  or  economic  advantages.  "Digit 
phones  can  link  occupants  to  control 
systems,"  says  Caffrey,  "but  even  in  new 
buildings,  environmental  controls  are  not 
usually  zoned  to  respond  to  individual  re- 
quests. Integration  involves  more  than 
interface;  it  requires  functionally  compatib 
systems,  and  sound  engineering." 

Conclusion 

Some  potential  players  in  the  intelligen 
buildings  game— the  development  fill 
of  Gerald  D.  Hines  Interests,  for  example- 
are  taking  a  conservative  approach  to  all 
this,  while  the  technology  and  business 
pictures  shake  themselves  down.  "Our  cu 
rent  approach  is  one  of  preparation,"  say: 
Kenneth  W.  Hubbard,  Hines  executive  via 
president.  "We  are  making  our  buildings 
smart  by  ensuring  that  they  will  be  adapt; 
to  any  future  technology  that  tenants  desi 
The  Hines  approach  reflects  one  end  of  a 
spectrum  of  "intelligent"  approaches  to 
building  technology.  Buildings  need  not  t 
loaded  with  operating  features  to  be  intel 
ligent;  on  the  other  hand,  no  intelligent 
developer  or  design  professional  can  aff 
to  ignore  the  technological  advantages  a\ 
able  to,  and  required  by,  today's  commert 
tenant. 

Buildings  are  as  smart  as  they  are  ser- 
viceable, and  truly  intelligent  buildings  o 
the  future  will  be  as  varied  as  their  occu 
pants.  The  smartest  buildings  will  both 
respond  to  users'  present  needs  and  reai 
accommodate  technologies  of  the  future- 
technologies  that  will  arrive  even  as  buil 
ings  now  in  the  pipeline  have  their  leases 
signed,  and  their  lights  and  LAN's 
switched  on. 


The  FORBES  "Intelligent  Building  Systei 
supplement  was  written  by  Alan  B.  Abrai 
son,  PE,  vice  president  and  director, 
Building  Electronic  Systems  Group,  Sys 
Hennessy,  Inc.,  Engineers  and  Clifford 
Stanley  Syska  &  Hennessy  staff  editor. 

The  supplement  was  published  with  spe> 
input  from  Johnson  Controls  Inc.,  a  lea* 
supplier  and  innovator  in  intelligent  bui 
systems. 
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,ichnology  is  sexy.  And  the  higher  the  technology,  the 
;:ier  it  sounds. 

Which  explains  why  so  many  telecommunications  com- 
i  lies  -well  intentioned  though  they  are -are  promising  so 
!ich  technology  they  can  not  yet  deliver, 
i  They  want  you  to  want  the  technology  so  badly  you  can't  wait 

it.  Then  they  say  you  must  wait. 
[You  don't  have  to  wait. 
jARGO  has  it  all  right  now.  Today. 


ARGO.  NOBODY  ELSE. 


>.e  flat  rate  long  distance  calling,  medium  and  high  speed  data 

remission,  high  speed/high  resolution  facsimile,  color  video- 

Jing- right  from  your  own  office  on  your  own  telephone  line. 

All  the  enhanced  services  everybody's  promising  someday 

GO  can  deliver  to  you  today. 

Ml  on  one  network.  The  ARGO  Network. 

How  can  ARGO  do  what  nobody  else  can? 

ARGO.  TECHNOLOGY  NOBODY  ELSE  HAS. 

iply  stated,  ARGO  now  has  the  total  technology  nobody 
phas. 

Technologically  stated,  the  ARGO  Network  is  the  first  prac- 
t.il  implementation  of  a  switched,  integrated  services  digital 
ttwork,  the  only  one  in  the  world  operating  today. 
:\RGO  is  the  only  company  that  has  figured  out  how  to 
Crcome  the  local  telephone  company  bottleneck  for  sending 
a,!  receiving  56Kb/s  data  (which,  by  the  way,  all  modern  PBXs 
I  handle),  a  bottleneck  that  continues  to  plague  all  other 
c  imunications  companies,  including  AT&T. 
So  the  ARGO  Network  has  the  capacity  to  handle  all  your 
^communications  needs  today. 

finally,  ARGO  has  developed  a  device  which  tells  the  system 
Hit  you  are  transmitting -data,  video  or  voice. 
Only  ARGO  has  it.  Exclusively. 

[jx>  the  ARGO  Network  has  the  intelligence  to  handle  all  your 
^communications  needs  today. 

Ml  of  which  means  only  ARGO  can  carry  your  voice,  data 
a  video  signals  on  the  very  same  network,  from  your  own 
|pe,  on  your  own  telephone  line,  to  anywhere  else  on  the 
O  Network.  Today. 


FINALLY,  A  LONG  DISTANCE  COMPANY 

THAT  KNOWS  THE 

TELECOMMUNICATIONS  BUSINESS. 

The  reason  the  ARGO  Network  is  able  to  meet  the  needs  of 

business  so  precisely  is  that  it  has  been  formed  and  built  by 
telephone  people  to  service  business.  And  only  business. 

ARGO's  management  is  comprised  of  dedicated  telephone 
professionals  who  have  spent  their  careers  at  major  telephone 
companies.  And  ARGO  is  in  partnership  with  Centel,  France 
Cables  et  Radio,  ALLTEL,  as  well  as  California  Microwave  and 
M/A-COM,  all  leaders  in  the  telecommunications  industry. 
ARGO  has  the  corporate  and  technological  resources  to  provide 
your  business  with  the  complete  range  of  high  quality,  reliable 
telecommunications  services. 

It's  no  wonder  then,  that  while  all  the  other  companies  are 
racing  to  be  able  to  offer  you  all  the  enhanced  services  you 
want,  ARGO  is  already  offering  them. 

The  wonder  is  that  ARGO  offers  them  all  at  a  cost  that  makes 
good  business  sense. 

To  find  out  more  about  how  the  ARGO  Network  can  serve 
your  business,  we  invite  you  to  call  1-800-431 -ARGO  (2746). 
Or  mail  us  the  coupon. 

r 


ARGO  COMMUNICATIONS  CORP 

CUSTOMER  SERVICE 

145  HUGUENOT  STREET,  NEW  ROCHELLE,  NY  10801 

1-800-431- ARGO  (2746) 

I'd  like  to  know  more  about  how  the  ARGO  Network  can  serve 

my  business. 
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When  61,800  building  owners  wanted  comfort  and  efficiency 
in  their  office  buildings,  they  chose  Johnson  Controls.  That  w? 
intelligent. 

Now,  intelligent  building  owners  who  want  to  create  a  better 
climate  for  business  choose  Johnson  Controls  for  systems  that 
are  leading  in  technology  today,  and  future- proof  against 
tomorrow. 


Give  us  a  call. 
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Johnson  Controls  Inc..  Box  423.  Milwaukee.  WI  >' 
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The  governments  squeeze  on  inflated  hos- 
pital bills  should  have  chopped  ServiceMas- 
ter's  spectacular  returns.  Instead,  the  profit 
numbers  just  get  better. 


Amazing  grace 


erviceMaster's  Kenneth  Wessner  (left),  C.  William  Pollard  (right)  and  friends 
'ushing  one  big,  happy  family  into  two  new  growth  markets. 


Sieve  Leonard 


erviceMaster  Industries  Inc. 
should  have  been  a  serious  cas- 
ualty after  Medicare  took  im- 
|i)>rtant  steps  to  lower  hospital  costs 
1983.    ServiceMaster,    headquar- 
|red  in  Downers  Grove,  outside  Chi- 
pgo,  sells  itself  to  hospitals  as  an 
;tra     manager — a     middleman — to 
ax  better  cleaning  out  of  the  jani- 
rs,  better  maintenance  from  boiler 
pm  engineers,  higher  efficiency  in 
le  management  of  laundry,   linen, 
Etchen,  plant  operations  and  even 
Icdical     instrument     maintenance, 
tat  managing  business   pulled   in 
J 50  million  revenues  and  $30.5  mil- 
Jn  earnings,  or  93  cents  a  share,  last 
jjir.  Since  a  typical  ServiceMaster 
utract    lasts    only    two    years,    it 
i  '.med  as  if  the  company  would  lose 
hiness  fast  because  of  the  govern- 


ment squeeze.  The  stock  was  pound- 
ed down  from  a  1 983  peak  of  3 1  to  1 7 
within  a  year  after  the  Medicare  pay- 
ment changes  were  announced. 

ServiceMaster  is  a  middleman  still, 
but  last  year  its  sales  were  up  21% 
from  1983,  net  was  up  19%  and  return 
on  equity  hit  48.2%.  This  year  there 
was  a  3-for-2  split,  the  seventh  split 
since  the  company  went  public  in 
1962,  and  the  dividend  was  raised,  to 
80  cents  a  year,  from  $1  presplit.  First- 
quarter  1985  earnings  rose  18%,  to 
$7.1  million,  or  22  cents.  The  stock 
trades  now  at  25. 

What  made  the  difference  was  a 
timely  push  into  new  markets.  Ser- 
viceMaster had  contracts  from  two 
such  at  the  end  of  1984,  schools  and 
factories,  worth  $215.3  million  a  year, 
up  67%  from  the  end  of  1983.  This 
helped  make  up  for  a  slowdown  in 
health  care,  where  the  sales  gain  was 
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only  10%,  half  the  rate  ServiceMaster 
had  become  accustomed  to.  That 
health  care  sales  grew  at  all  means 
hospitals  figure  ServiceMaster  can 
undercut  even  a  cost-conscious  ad- 
ministrator's housekeeping  budget. 

ServiceMaster  founder  Marion 
Wade,  who  died  in  1973,  gave  his 
company  a  heavily  religious  bent  in 
the  1950s  after  a  cleaning  chemicals 
accident  (Forbes,  Mar.  3,  1980).  The 
company's  first  goal  is  "To  honor  God 
in  all  we  do."  In  fact,  a  nun  suggested 
25  years  ago  that  Wade  move  beyond 
what  he  was  then  doing,  franchising 
local  rug  cleaners,  and  try  cleaning 
hospitals.  ServiceMaster  is  still  a  fran- 
chiser of  rug  cleaners  and  is  starting  to 
peddle  a  lawn  care  program.  But  royal- 
ties and  equipment  sales  to  franchi- 
sees are  less  than  5%  of  revenues.  The 
nun's  idea  built  the  company. 

The  push  into  schools  and  factories 
is  just  an  expansion  of  the  business. 
It's  the  same  basic  job,  says  Kenneth 
Wessner,  63-year-old  ServiceMaster 
chairman.  Even  oiling  robots  and 
cleaning  paint  booths  in  a  GM  plant 
are  jobs  ServiceMaster  knows.  "We're 
not  running  out  to  find  somebody 
who  can  help  us  in  a  situation  like 
that,"  says  Wessner.  "We  know  more 
than  anybody  else  does." 

It's  still  unclear  how  much  the 
schools  and  factories  business  can 
grow.  As  1985  began,  the  new  divi- 
sions' contracts  equaled  24%  of  total 
sales,  up  from  17%  the  year  before. 
"We're  out  running  and  selling  in 
both  markets,"  says  C.  William  Pol- 
lard, 47-year-old  president  and  CEO  of 
ServiceMaster.  "I  don't  know  where 
our  business  mix  will  end  up."  Ser- 
viceMaster's  zero-debt  balance  sheet 
means  it  could  afford  a  sizable  acqui- 
sition, but  Pollard  says  he  doesn't 
plan  to  buy  a  new  business  soon. 

"There  is  a  lot  of  change  going  on, 
but  whenever  there's  change,  there's 
also  opportunity,"  the  chief  executive 
says.  A  graduate  of  Wheaton  College, 
the  same  small  Illinois  Bible  school 
his  two  predecessors  came  from,  Pol- 
lard still  likes  to  talk  about  opportuni- 
ty in  the  health  care  market.  He  is 
now  pushing  home  health  care  joint 
ventures  with  hospitals,  as  well  as  a 
computer  system  that  allows  one  per- 
son to  manage  up  to  six  housekeeping 
departments  in  small  hospitals. 

A  big  numeral  2  rests  on  a  cabinet  in 
Pollard's  office,  under  a  wall  full  of  co- 
workers' photos.  It  represents  a  goal  of 
$2  billion  sales  by  1990.  Reminded 
that  ServiceMaster  hasn't  reached  $1 
billion  yet  and  that  its  largest  market 
recently  got  a  lot  tougher,  Pollard  re- 
plied with  a  grin,  "Well,  I  like  to  make 
goals  and  beat  'em."  ■ 
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500  telephone  calls 
come  in  every  day. 

To  Pillsbury's  feedback 
line  from  people  who  enjoy 
their  products. 

A  feedback  line  we 
helped  them  design,  using 
AT&T  800  Service. 

Which  makes  Pillsbury 
very  happy. 

Because  Pillsbury  knows 
that  when  it's  easy  for  their 
customers  to  keep  in  touch, 
they're  satisfied  customers. 

And  satisfied  customers 
keep  coming  back  for  more. 

Just  one  more  example  of 
how  we  can  help  your  business 
work  better  in  ways  you  never 
thought  of. 

With  AT&T  Long  Distance 
Services:  the  better  business 
machine. 

Don  Osell,  Pillsbury  VP, 
Marketing  Services: 

"It's  very  important  for  us 
to  know  how  people  are  inter- 
acting with  our  products,  and 
to  find  out  quickly. 

"AT&T  800  Service  pro- 
vides us  with  an  instantaneous 


reaction  from  the  consumer. 
"There  really  isn't  any 


replacement  for  person-to- 
person  communications." 

Mary  Ellen  Jenks,V£ 
Consumer  Affairs: 

"AT&T  and  Pillsbury  con- 
tinue to  work  closely  together 
and  the  800  number  is  one  way 
for  Pillsbury  to  abide  by  its 
commitment  to  be  the  best 
food  company  in  the  world. 

"In  a  highly  competitive 
industry,  consumer  satisfaction 


is  our  greatest  asset." 

What  do  the  people :  p 
enjoy  Pillsbury's  products 
in  about? 

To  ask.  To  suggest.  1 
request.  To  recommend,  w  fi 
times  to  complain. 

"Can  I  freeze  the  fro 
cupcakes  I'm  making  for  i 
little  girl's  party?" 

Or:  "Can  I  use  your  < 
Giant®  stuffing  side  dish  t 


are 
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bultry?" 

\r  to  suggest  package 
Is. 

Hien  Pillsbury  rede- 
j  their  Hot  Roll  Mix 
;;e,  for  instance,  leaving 
)zza  recipe,  the  feed- 
He  got  really  hot  with 
its  for  the  recipe. 
s  a  result,  Pillsbury 
6ut  how  popular  it  was 
iw  plans  to  put  it  back  on 


the  package,  nipping  a  poten- 
tial source  of  dissatisfaction 
before  it  can  grow. 

The  AT&T  800  number  is 
also  a  high-quality,  cost-effec- 
tive research  tool. 

It  helps  confirm  trends 
in  the  marketplace,  such  as 
the  growing  interest  in  micro- 
wave cooking. 

Which,  for  instance, 
helped  support  the 


introduction  of  Pillsbury  s 
Microwave  Pizza. 

Also,  the  information 
obtained  from  calls  to  their 
AT&T  800  number  allows 
Pillsbury  to  fine-tune  the 
products  so  they're  as  good  as 
they  can  be. 

The  information  is 
reported  to  other  units  of 
Pillsbury,  such  as  marketing 
services,  brand  development, 
quality  assurance,  research  and 
development,  manufacturing, 
and  advertising,  all  working 
together  to  keep  their  con- 
sumers satisfied. 

Which  is  what  we  mean 
when  we  say  business  works 
better  with  AT&T  Long 
Distance  Services:  the  better 
business  machine. 

To  find  out  how  we  can 
help  your  business  in  ways  you 
never  thought  of,  talk  with 
your  account  executive  at 
AT&T  Communications. 

Or  one  of  our  sales  spe- 
cialists at  1  800  222-0400. 


AT&T 

The  right  choice. 


The  way  New  England  Electric  sees  the 
future,  the  most  profitable  thing  it  can  do 
is  to  reduce  consumer  demand. 

Living  on 
tenterhooks 


By  James  Cook 


Samuel  Huntington,  the  paper- 
thin,  beanpole-tall  president  of 
Westborough,  Mass.'  New  En- 
gland Electric  System,  has  faced  the 
quandary  that  now  vexes  every  utility 
executive  in  the  U.S.:  what  to  do 
about  the  industry's  uncertain  growth 
prospects.  It  is  now  so  costly  and  trou- 
blesome to  build  new  capacity  that 
Huntington  would  far  rather  try  to 
reduce  demand.  How  successfully  he 
do  that  is  a  multibillion-dollar 


can 


question. 
For  the  last  two  years  power  con- 


sumption in  the  three-state  New  En- 
gland Electric  System  has  been  grow- 
ing at  more  than  5%  a  year.  But 
Huntington  refuses  to  be  distracted 
by  that.  It's  what  you  would  expect 
during  recovery  from  the  recession, 
he  says.  Consumption  this  year 
should  be  up  a  mere  2%,  and  that 
strikes  him  as  much  more  realistic — 
just  about  in  line  with  the  2.2% 
growth  the  company  has  averaged 
over  the  past  decade. 

So,  instead  of  revising  his  projec- 
tions upward  on  the  basis  of  two 
years'  results,  he's  cutting  them  back. 
New  England  Electric,  he  believes, 
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Where  do  they  go  from  here? 

The  utility  industry's  number  one  problem 
these  days  is  balancing  capacity  against  pro- 
spective demand.  But  how  do  you  know 
what's   ahead?    New   England   Electric 
will  need  new  capacity  in  1995  if  de- 
mand grows  at  the  2%  rate  of  the 
last  decade,  not  until  2000  if  it 
succeeds  in  throttling  demand 
back    to    a    more    modest 
1.2%.    But    what    if    de- 
mand should  grow  at 
the  5%  rate  of  the 
last  two  years. . 


Existing  capacity 

Capacity  additions 


1983 


1990 


1995 


2000 
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still  has  the  ability  to  choose  betwee 
throttling  down  the  growth  rate  an 
building  new  capacity.  So  he  has  co: 
mitted  the  company  to  ratchetin 
down  the  growth  in  demand  to  n 
more  than  1.2%  a  year.  "We  look 
both  options,"  he  says,  "to  select  th 
mix  that  will  result  in  least  cost  t 
our  customers." 

With  that  in  mind,  New  Englan 
Electric  is  undertaking  a  number  ( 
projects  designed  to  encourage  cor* 
sumers  to  consume  a  lot  less.  It's  o 
fering  the  usual  free  energy  audits  t 
identify  conservation  opportunitu 
and  experimenting  with  load  manag* 
ment  programs  to  reduce  air-cond 
tioning  and  water-heating  loads.  It 
also  spending  $1.3  million  on  a  sol; 
photovoltaics  project.  "We  aren't  as! 
ing  our  customers  to  sacrifice  comfo: 
or  convenience  or  to  produce  les 
We're  just  saying  that  if  you  can  ui 
electricity  more  efficiently,  that  wi 
save  you  money." 

Huntington  doesn't  yet  kno 
whether  this  will  do  the  job.  All  r 
does  know  is  that  such  stratagen 
have  worked  elsewhere — in  Califot 
nia,  for  instance.  On  the  other  hand 
the  company's  rates  have  been  nl  <w 
markably  stable  for  some  years,  so  \ 
cannot  expect  rising  prices  to  di 
courage  consumption  as  they  did  i 
the  late  Seventies.  "Our  prices  mi 
even  decline  in  real  terms,"  Huntin 
ton  says,  "and  that  will  work  again 
conservation." 

If  Huntington's  efforts  to  dampe 
growth  are  successful,  New  Englar 
Electric  won't  need  to  bring  any  ne 
power  on  line  until  2000.  If  they' 
not,   it  will  need  new   capacity  1 
1995.  On  the  other  hand,  if  he's  wroi 
entirely  and  the  5%  gains  of  the  pa 
two  years  prove  out — a  growth  ra     3i 
the  company  has  never  sustained  for^  feci 
prolonged  period — New  England  Ele 
trie  will  be  in  the  soup  like  most 
the  other  utilities  in  New  England  (s 
chart). 

Just  to  handle  a  1.2%  growth  rat 
Huntington  expects  to  add  1  millk 
kilowatts  of  new  capacity  over  tl 
next  15  years,  without  having  to  bui 
any  new  plants  of  his  own.  Thai 
roughly  a  20%  increase  in  capacit 
and  Huntington  expects  to  provii 
maybe  a  quarter  of  that  from  vario 
small  power  sources  being  develop' 
by  others  within  his  territory — win 
mills,  small  hydro,  trash  burning  ai 
other  cogeneration  sources.  Anoth 
quarter  should  come  from  a  ten-ye 
contract  to  import  Canadian  pow 
via  a  $770  million  transmission  pr< 
ect  from  Hydro  Quebec.  The  sour 
for  the  remaining  half  should  be  tv 
nuclear  power  plants   now  neari: 


I 

16! 

w 

111!! 

tat 


Da 


ltd 


tittft 


completion,  in  which  New  England 
has  12%  and  10%  interests— Mill- 
stone Unit  3  and  the  troubled  Sea- 
brook  1,  whose  fate  still  hangs  in 
doubt.  Huntington  doesn't  deny  that 
Seabrook  power  will  be  expensive, 
but  feels  it's  worth  finishing  if  one 
balances  the  $1  billion  incremental 
cost  of  completing  the  plant  against 
the  cost  of  abandoning  it  entirely.  In 
any  case,  New  England  Electric  is  go- 
ing to  need  the  power. 

Huntington's  reluctance  to  build 
anew  doesn't  stem  from  any  great 
concern  that  the  regulators  won't  per- 
mit New  England  to  recover  its  in- 
vestment if  anything  goes  wrong.  Un- 
like most  power  companies,  which 
generate  and  sell  power  directly  to 
users,  New  England  Electric  is  a  hold- 
ing company.  It  derives  78%  of  its 
revenues  from  power  its  generating 
company  sells  under  federal  regula- 
tion to  three  locally  regulated  retail 
subsidiaries  in  Massachusetts,  Rhode 
Island  and  New  Hampshire.  And  so 
!t'ar  at  least,  the  Federal  Energy  Regula- 
tory Commission  has  done  more  than 
;.nake  clear  that  it  is  prepared  to  let 
utilities  recover  any  costs  prudently 
incurred.  It  has  permitted  them  to  put 
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New  England  Electrics  Sam  Huntington 
How  do  you  manage  consumption? 

as  much  as  50%  of  Construction 
Work  in  Progress  (CWIP)  in  the  rate 
base  during  the  last  year  and  a  half  to 
earn  a  return.  Which  is  why  the  com- 
pany will  need  no  more  than  a  5%  rise 
in  its  rates  as  each  nuclear  unit  goes 
into  operation,  about  half  as  much  as 
it  would  otherwise. 
This  regulatory  advantage  is  one 


reason  New  England  Electric  has 
turned  in  one  of  the  best  records  in 
the  utility  industry — a  nearly  16%  av- 
erage return  on  equity,  an  11%  aver- 
age annual  increase  in  earnings  per 
share  and  a  dividend  increase  seven 
times  in  the  last  five  years.  "It's  pretty 
unlikely  that  an  electric  utility  could 
sustain  that  kind  of  earnings  growth 
indefinitely,"  Huntington  admits.  But 
the  slowdown  is  not  necessarily  at 
hand.  Though  first-quarter  earnings 
were  up  only  8%  as  the  economy 
slackened,  12-month  earnings  were 
up  13%. 

Once  the  Millstone  and  Seabrook 
nuclear  plants  are  completed,  New 
England  Electric's  excess  cash  should 
begin  building  up  very  rapidly — so 
much  so,  Sam  Huntington  says,  that 
if  New  England  Electric  had  to  build  a 
new  plant  anytime  soon,  it  could  fi- 
nance it  internally.  Meanwhile,  Hun- 
tington watches  the  market  to  see 
how  to  jump.  One  thing  seems  clear. 
If  New  England  Electric  should  need 
new  power  by  1995,  it's  time  to  get 
moving.  By  Huntington's  own  esti- 
mate, these  days  it  takes  a  decade  to 
bring  even  a  medium-size  coal  plant 
on  line.  ■ 


Three  assumptions  that  spell  trouble  ahead 


Growth  forecaster  John  Siegel 
What  if  demand's  back  at  S%? 


What  if  the  $150  billion  elec- 
tric    utility     industry     has 
guessed  wrong  again? 

What  if  the  U.S.  economy  re- 
tains its  momentum  and  the  cur- 
rent 0.86  ratio  of  power  consump- 
tion to  GNP  growth  should  begin 
to  expand  again? 

What  if  the  consumption  of 
electric  power  should  grow  at  4% 
to  5%  a  year  over  the  rest  of  the 
decade,  as  it  did  in  1984,  rather 

than  at  the  2%  to  3%  rate  most     

forecasters  are  predicting? 

Where  would  the  utility  industry  get  the  power  to 
meet  that  much  demand? 

That's  the  kind  of  question  John  Siegel,  a  manager 
with  the  Atomic  Industrial  Forum,  and  John  Sillin,  a 
utilities  analyst  at  Alexander  Grant  &.  Co.,  have  been 
asking  for  the  last  couple  of  years.  They  have  been 
getting  some  unsettling  answers. 

Their  concern — alarm  is  not  too  strong  a  word — rests 
on  a  number  of  as  yet  unverified  assumptions.  One  is 
that  further  efforts  to  manage  electrical  loads  and  en- 
courage conservation  are  going  to  have  much  less  effect 
on  demand  than  wishful  thinkers  imagine.  Such  reduc- 
tions in  demand  assume  the  price  incentives  of  the  past 
decade,  says  Siegel,  and  those  incentives  no  longer  exist. 

A  second  assumption  they  make  is  that  electricity 
prices,  which  have  fallen  2%  in  real  terms  since  1982, 
will  continue  to  fall  faster  than  oil  and  gas  prices,  so 
that  electricity  will  go  on  expanding  its  share  of  the 


Ken  Garret t/Woodl'in  Camp 

energy  market  (as  it  has  since  the 
early  Seventies). 

A  third  is  that  the  Administra- 
tion's economic  program  will  keep 
inflation  low  and  economic  growth 
high,  with  the  result  that,  as  real 
personal  income  and  capital  spend- 
ing rise,  the  economy's  appetite  for 
electricity  will  increase. 

These  three  assumptions  add  up 
to  trouble  ahead — a  growth  rate  of 
4%  to  5%  a  year,  nearly  twice  the 
conventional  forecast. 
"At  this  rate  of  growth,"  Siegel  keeps  telling  utility 
executives,  "national  electric  reserve  margins  could 
drop  below  20%  in  three  to  four  years."  And  when 
reserve  margins  drop  that  low,  the  industry  had  better 
have  more  power  coming  on  or  there's  trouble  ahead. 

On  the  supply  side,  Siegel  has  no  hope  that  the  so- 
called  soft-path  solutions  to  power  supply  are  going  to 
do  much  to  solve  the  problem,  either.  By  soft-path 
solutions  he  means  small,  decentralized  power 
sources — windmills,  small  dams,  cogeneration,  solar 
collectors — bursting  forth  like  the  flowers  in  spring. 
Siegel  is  dubious,  too,  of  the  industry's  hopes  of  falling 
back  on  Canada.  Sure,  there's  a  lot  of  excess  capacity 
there  at  the  moment,  but  demand  is  rising  so  rapidly  in 
Canada  that  Siegel  expects  it  to  run  out  of  power  for 
export  by  the  early  Nineties. 

Straws  in  the  wind?  Utilities  in  New  England  and  on 
Long  Island  are  already  predicting  power  shortages,  at 
peak  periods,  this  summer. — ].C. 
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A  koala  presents  his  grievances 
about  Business  Class  to  Qantas  managemc  - 


lew  leg  rests  and  other  comforts  are  discussed— sometimes,  heatedly. 


ALA:  You've  really  done 
lis  time,  Qantas.  Leg  rests 
3usiness  Class.  Not  mere 
trests  like  other  airlines. 
NTAS:  We're  rather  proud 
hat.  They're  the  only 
siness  Class  leg  rests  in 
world. 

ALA:  It  wasn't  bad 
>ugh  that  Qantas  invented 
siness  Class.  Now  you 
ind  make  it  better. 
VTAS:  We  do  want  our 
sengers  to  be  comfortable. 
\LA:  Comfortable?  This  is 
culous.  They  can  actually 
their  feet  up  and  sleep. 
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JTAS:  The  thought  had 
irred  to  us. 

LLA:  Now  more  business 
elers  than  ever  will  be 
ing  to  Australia.  To 
urb  my  peace  and  quiet. 
HAS:  We're  sorry,  but. . . 
iLA:  I  suppose  you're 
y  about  the  Frequent 
ht  Bonus  Program,  too. 


QANTAS:  Getting  together 
with  TWA  was  a  stroke  of 
genius,  actually.  Our  passen 
gers  earn  bonus  points  on 
both  of  the  airlines 
Good  for  travel  on 
either  one  of  them. 

KOALA:  I  hope 

they  do  their  bonus 
traveling  with  TWA. 
QANTAS:  They  could, 
of  course.  But  we'd 
be  delighted  if  they 
chose  to  fly  to  Australia  and 
the  South  Pacific  with  Qantas. 
KOALA:  And  I  assume 
you're  delighted  about  your 
schedules,  too. 
More  flights  from 
North  America 
to  Australia  than 
anyone  else. 
Three  non-stops 
a  week  from  Los 
Angeles.  And 
now  you're  the 
only  airline  with 
daily  flights  from 
L.A.,  San  Fran- 
cisco and  Hono- 
lulu to  Sydney 
and  Melbourne. 
QANTAS:  Those  things  do 
give  us  a  certain  advantage. 
KOALA:  And  scheduling 
your  flights  out  of  Sydney 
so  they  arrive  in  L.  A.  in 
the  morning.  Does  that 
give  you  an  advantage,  too? 

QANTAS:  It  gives  OUT 

passengers  more  connecting 
flights  to  choose  from.  So 
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they'll  be  home  in  Chicago, 
or  New  York,  or  wherever, 
in  time  to  have 
dinner. 


KOALA:  Speaking  of  dinner, 
I  assume  you're  still  offering 
a  choice  of  delicious  entrees, 
with  complimentary  wines 
and  cocktails? 
QANTAS:  Yes.  Served  on 
real  china  and  crystal.  And 
you  forgot  the  complimentary 
in-flight  entertainment. 
KOALA:  This  is  getting 
unbearable.  Do  you  have  any- 
thing else  up  your  sleeve? 
QANTAS:  Hmmm.  No,  I 
don't  believe  we  do. 
KOALA:  That's  good. 
QANTAS:  Wait  a  moment. 
Did  I  mention  the  increased 
baggage  allowance  for  our 
Business  Class  passengers? 
KOALA:  I  hate  Qantas. 


The  Australian  Airline 
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The  Volkswagen  Jetta  is  the  first  affordable  German 
road  car.  Which  makes  it  a  very  smart  car  to  drive. 

The  Jetta  performs  brilliantly.  With  ease.  With  front! 
wheel  drive,  a  5-speed  close-ratio  transmission,  rack- 
and-pinion  steering,  and  a  patented  rear  axle  to 
improve  tracking  on  curves. 

But  the  Jetta  holds  more  than  the  road:  It  gives 
five  people  more  space  than  some  European  sedans 
costing  $20,000. 

Prices  start  at  $7,775  for  a  two-door  Jetta  with  a 
durable  diesel  engine.  We  also  offer  a  turbo-diesel, 
and  a  highly  responsive  fuel-injected  gas  engine,  at 
prices  which  are  incredibly  low. 

So  the  Jetta  is  not  only  a  very  smart  car  to  drive.  If  5 
also  a  very  smart  car  to  buy.       rfftt  If s  not  a  car. 

The  new  Jetta  $7,995:    ^Q0  Ifs  a  Volkswagen. 


For  details  call  1 -800-85-VOLKS.  ■••■ 
point,  olloy  wheels  ore  extra  tost  option  iTheJi 
except  t. res    3-year  unlimited-mileage    limited  w 


g  retail  pricna,  excluding  tax  title  dealer  prep  and tronxpcr  tat  , -n  S7  775lor^ 
covered  by  the  new  Volkswagen  2  year  Unlimited  mileage  Protection  Plan.  2  year 
y  on  corrosion  per  forotion    See  U  S    dealer  (or  details    [Seatbelts  save  lives  ] 


S7  995  (or  4-door  mode 


The  Up  &  Comers 


Government  rules  empty  surgical  beds  and 
create  demand  for  psychiatric  beds.  Mi- 
chael Pinkerfs  Mental  Health  Manage- 
ment prof  its  from  that. 

"We're  filling 
beds" 


By  Lisa  Gubernick 


ichael  Pinkert,  44,  is  chair- 
man and  founder  of  Mental 
Health  Management,  a  five- 
rear-old  outfit  that  sets  up  and  runs 
)sychiatric  wings  and  alcoholism 
reatment  programs  for  nonprofit  hos- 
pitals. At  a  time  when  many  hospitals 


are  running  with  too  many  empty 
beds,  chere  is  a  ready  market  for  such 
services.  Says  Pinkert:  "You  can  cre- 
ate a  demand  for  mental  health.  It  is 
one  of  the  only  health  care  areas  you 
can  actively  market." 

Run  down  the  roster  of  for-profit 
mental  health  care  companies  and 
you  see  why  Pinkert  cares  about  mar- 


keting. Community  Psychiatric  Cen- 
ters, Charter  Medical  Corp.,  Hospital 
Corp.  of  America — all  have  gone  toe- 
to-toe  with  not-for-profit  hospitals 
and  come  out  ahead  because  of  man- 
agerial and  marketing  expertise. 

Now  Michael  Pinkert,  who  spent 
over  a  decade  in  the  world  of  for-profit 
hospital  companies,  has  taken  his 
tools  to  the  other  side.  Privately  held 
Mental  Health  Management,  based  in 
McLean,  Va.,  provides  service  con- 
tracts that  help  the  nonprofits  com- 
pete in  the  psychiatric  care  business, 
taking  care  of  everything  from  hiring 
psychiatrists  and  social  workers  to 
marketing  the  services.  In  return, 
Mental  Health  Management  gets  a 
fixed  fee — generally  about  $75  per 
day — for  every  bed  it  fills. 

The  number  of  beds  Pinkert  fills 
keeps  going  up.  In  the  past  two  years, 
the  company's  contracts  have  more 
than  doubled,  to  58.  That  growth  is 
reflected  in  the  company's  revenues: 
Last  year's  were  $10  million,  with  net 
income  of  $431,000.  This  year  is  off  to 
a  good  start:  The  $3.4  million  revenue 
for  the  first  quarter  is  nearly  double 
what  it  was  last  year. 


lichael  Pinkert  of  Mental  Health  Management 

\fou  can  create  a  demand/or  mental  health." 
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Pinkert  may  be  smart,  but  he  owes 
a  lot  to  the  Reagan  Administration's 
reimbursement  system  for  hospitals. 
The  new  diagnostic  related  groupings 
(DRGs)  restrict  the  amount  of  money 
the  government  will  pay  for  most  ail- 
ments. Mental  illness,  however,  is 
largely  exempt  from  DRGs  since 
treatment  is  never  standard  (see  story, 
p.  174).  Pinkert  rightly  recognized 
that  DRGs  would  shorten  hospital 
stays,  emptying  lots  of  beds.  Psychiat- 
ric units  are  one  way  to  fill  them. 

"Not  only  does  this  program  mean 
we're  offering  the  community  a  new 
service,  but  we're  filling  beds,"  says 
Terry  White,  president  of  Lutheran 
Medical  Center  in  Cleveland,  Ohio, 
and  a  Pinkert  client.  Lutheran's  aver- 
age census  in  the  three-year-old  psy- 
chiatric unit  is  over  90%;  the  rest  of 
the  hospital  languishes  at  68%. 

The  story  starts  in  1979  when  Pin- 
kert founded  Mental  Health  Manage- 
ment as  a  subsidiary  of  Psychiatric 
Institutes  of  America,  now  part  of  a 
hospital  chain,  where  he  was  a  vice 
president.  Pinkert's  plan:  Construct  a 
cookie-cutter  psychiatric  program 
that  will  work  in  any  hospital.  He 
applied  the  techniques  PIA  developed 
for  alcohol,  drug  and  psychiatric  treat- 
ment at  stand-alone  programs  to  units 
in  general  hospitals. 

Part  of  the  formula  is  avoiding  the 
One  Flew  Oi<er  the  Cuckoo's  Nest  image 
of  mental  hospitals.  So  patients' 
rooms  look  like  hotel  rooms — some 
are  furnished  with  beds  and  night- 
stands  from  Hilton  Hotels  Corp. 

Coming  up  with  the  idea  was  the 
easy  part.  Pinkert's  coup  was  to  buy 
the  unit  from  his  employer.  By  mid- 
1981,  after  two  years  in  business,  he 
had  only  two  units  open,  and  was  in 
the  red.  PIA  wanted  out,  so  it  sold  the 
operation  in  a  leveraged  buyout  to  the 
highest  bidder — you  guessed  it,  Pin- 
kert, who  paid  $405,000,  only  half  in 
cash,  raised  from  his  father,  friends 
and  business  associates. 

Pinkert  may  be  able  to  turn  his  56% 
of  Mental  Health's  shares  into  some 
real  wealth.  But  first  he'll  have  to 
stand  his  ground  against  new  compe- 
tition. Success  breeds  envy,  and  now 
the  big  chains  like  Republic  Health 
are  starting  to  move  into  the  field. 
Even  PIA  has  recognized  it  blew  its 
big  chance  when  it  sold  out  to  Pinkert 
and  has  started  a  competing  service. 

Pinkert's  edge?  By  filling  all  those 
beds,  he  makes  nonprofits  more  com- 
petitive. And  the  nonprofits  aren't 
worried  that  Pinkert  will  convert 
them  to  for-profit  facilities.  They're 
not  so  sure  about  others.  "It's  not  like 
you  are  letting  the  fox  into  the  hen- 
house," says  Lutheran  Medical  Cen- 
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ter's  Terry  White.  So  far  Mental 
Health  Management,  which  commits 
hospitals  to  at  least  three  years,  has 
more  than  double  the  contracts  of  its 
closest  competitor,  Republic's  Hori- 
zon Health  unit. 


As  long  as  he  keeps  filling  be< 
without   buying  them,    Pinkert   a 
count  on  the  continued  friendship 
the  not-for-profit  hospitals.  And  th. 
should  help  Mental  Health  hold  on  i 
its  turf. 


The  Up  &  Comers 


Lessons 


Let  the  big  fellows  have  real  estate  and  energy  loans-\ 
Robert  Manns  United  Bankers  in  Waco  is  makim 
good  money  lending  to  dry  cleaners  and  car  dealer  A 

Pumpkin  puller 
makes  good 


[eet  Robert  Mann,  self-described 
country  banker.  "I'm  just  a 
pumpkin  puller  from  Woodville,  Tex- 
as," he  says  between  puffs  on  a  Muriel 
Air-Tip  cigar.  "I  don't  know  how  to 
bank  in  downtown  Houston  or  down- 
town Dallas  and  don't  really  want  to 
learn  because  the  things  that  they're 
teaching  me  right  now  aren't  all  that 
great.  Making  energy  loans,  making 
drilling-rig  loans,  making  real  estate 
loans  on  big  ol'  buildings  that  don't 
have  any  tenants  in  them  doesn't 
sound  like  good  banking  to  me." 

With  his  blue  eyes,  blond  widow's 
peak  and  earthy  charm,  Mann  seems  a 
cross  between  a  used-car  salesman 
and  a  Bible  Belt  evangelist.  Actually 
he  is  a  little  of  both.  He  took  his  share 
of  his  father's  country  bank,  lumber- 
yard, cemetery  and  timberlands  and 


parlayed  it  into  a  small  financial  erl 
pire.  Now,  at  52,  he  is  chairman 
United  Bankers  Inc.,  of  Waco,  a  ninll 
bank  holding  company.  Mann's  19  , 
of  the  company  is  worth  $10  milliol 
but  that's  only  a  smallish  part  of  hi 
net  worth.  He  also  owns  a  commfj 
cial  mortgage  company,  a  televisicl 
station  and  two  insurance  companid 

His  interest  in  community  bankiij 
began  when  he  was  a  child  countir| 
pennies  in  his  father's  timberbd 
bank  in  Woodville,  which  he  sM 
owns.  As  a  young  man  in  the  ear 
1960s,  Mann  got  the  notion  that' 
holding  company  of  country  ban! 
could  make  good  money. 

But  when  he  visited  the  Federal  P I 
serve  Bank  of  Dallas  for  some  help 
getting  organized,  he  had  an  une 
pected   meeting  with   several   hig| 


United  Rankers  Chairman  Robert  Mann 

Behind,  the  backwoods  bravado,  a  shrewd  country  banker. 
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he  Yin  &  the  Yankee;  Malcolm  Forbes'  extraordinary  Hot 

ir  Balloon/Harley  Davidson  Caravan  across  the  People's 

Republic  of  China,  captured  in  a  documentary  film  that's 

^een  described  as  a  "surrealistic  comedy."  Resilient  cheer 

td  abiding  charm  from  both  its  stars — the  Forbes  cara- 
n  and  the  Chinese.  A  national  presentation  of  WNET/ 
W  on  most  PBS  stations,  the  week  of  June  9-  Made  possible 
ty  a  grant  from  Contel.  Architects  of  telecommunication. 


ite&time  m  your  area,  check  local  listings 


ranking  Reserve  Bank  officials.  As 
Mann  recalls,  he  was  told,  "You 
haven't  got  any  business  messing 
with  this  thing.  That's  for  big  banks. 
The  best  thing  you  can  do  is  go  on 
back  down  there  to  Woodville  and 
quit  worrying  about  this." 

Mann  went  to  Woodville  but  he 
didn't  drop  his  idea.  He  began  buying 
banks — not  under  a  holding  company, 
but  as  a  private  individual.  He  ran 
into  trouble  on  the  way.  In  1973  the 
Justice  Department  indicted  him  over 
the  loan  he'd  gotten  in  1969  from 
Bank  of  the  Southwest  (what  is  now 
MBank  Houston)  to  buy  another 
Waco  bank.  The  feds  accused  Mann  of 
buying  the  bank  with  its  own  assets — 
financing  the  deal  by  borrowing 
against  the  acquired  bank's  assets. 
Mann  and  the  Bank  of  the  Southwest 
lending  officers  were  acquitted,  but 
the  case  cost  Mann  three  precious 
years,  while  one  small  Texas  bank 
after  another  fell  to  acquisitors.  But 
he  came  back,  forming  United  Bank- 
ers in  1977  and  acquiring  nine  banks 
scattered  from  Austin  to  Port  Arthur. 
He  has  proposed  purchasing  a  tenth  in 
Huntsville. 

The  holding  company  netted  $1.50 
a  share  in  1984  and  28  cents  in  the 
first  quarter  of  1985,  compared  with 
34  cents  last  year.  Return  on  equity 
last  year  was  15%,  which  is  not  too 
bad  when  measured  by  the  standards 
of  troubled  Texas  banking  these  days. 
Assets  have  increased  from  $148  mil- 
lion to  $707  million  over  the  past  five 
years.  Even  without  counting  the  ac- 
quisitions, United  Bankers  has  grown 
at  a  20%  compound  annual  rate.  Its 
stock  was  recently  at  1 1  lA,  up  2  points 
from  where  the  company  went  public 
in  1982. 

Mann  built  United  Bankers  on  the 
premise  that  a  bank  doesn't  have  to  be 
a  money-center-based  energy  lender 
to  be  profitable.  Instead,  he"  believes  a 
group  of  community  banks  in  towns 
with  a  stable  employer  like  Baylor 
College  in  Waco  or  a  state  prison  in 
Madisonville  would  be  better  insulat- 
ed against  economic  downturns. 

Explains  Mann:  "If  you  borrow 
from  us  you  are  going  to  pay  1.5 
points  over  prime.  That's  high,  but  go 
to  a  big  bank  and  they  won't  even  talk 
to  you.  Our  customers  are  not  big 
enough  to  meet  their  credit  stan- 
dards." Depositors  also  pay  more. 
Most  United  service  fees  are  $1  more 
than  their  competitors'. 

Mann  likes  to  deride  his  big-city 
competitors — "cockroaches,"  he  calls 
them — but  he  has  learned  a  lesson 
from  them:  The  bigger  the  chain,  the 
more  you  can  lend.  As  a  group,  United 
has  a  loan  limit  of  about  $10  million 
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per  customer.  A  United  bank  can  lend 
that  much  without  having  to  sell  par- 
ticipations, and  profits,  to  a  larger  un- 
affiliated bank.  Big  bank  holding  com- 
panies don't  like  to  share,  and  neither 
does  United. 


Mann  has  built  a  successful  litl 
holding  company  by  emulating  r 
banks'  virtues  and  rejecting  thi 
vices.  Will  he  resist  the  urge  to  jo 
the  mainstream?  Or  will  hubris  bri 
him  down? — Robert  H.  Bork  Jr. 


The  Up  &  Comers 


Deals 


After  20  years  with  Mead,  Bruce  Bedford  and  partm 
finally  own  their  own  show.  Now  comes  the  hard  par 


Breaking  away 


As  vice  president  of  finance  at  Mead 
Corp.,  Bruce  Bedford  oversaw  the 
divestiture  of  $300  million  worth  of 
subsidiaries  over  the  last  five  years  as 
Mead  slimmed  down.  "I  was  drool- 
ing," he  says.  A  lot  of  those  compa- 
nies would  be  terrific  to  own,  he 
thought. 

Bedford,  44,  eventually  found  one 
he  thought  he  could  swing  and  pre- 
sented it  to  Burnell  Roberts,  Mead's 
chairman,  in  January  1984.  Bedford,  a 
20-year  Mead  veteran,  proposed  a 
buyout  of  a  mutual  fund  management 
outfit  Mead  had  started,  almost  ab- 
sentmindedly,  a  few  years  back.  For 
his  partner  Bedford  recruited  Richard 
Davis,  35,  who  had  been  running 
Mead's  $350  million  (assets)  money 
management  group.  The  partners 
wanted  to  buy  the  subsidiary.  Their 
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Flagship  Financial's  Bedford  and  Davis 
No  more  cookie  jar. 


first  offer  was  for  $500,000,  with 
mere  $50,000  cash.  They  were  turn 
down.     They     finally     settled 
$700,000,  including  $250,000  in  cas 
and  additional  amounts  in  the  futv  j 
based  on  the  mutual  fund's  reven' 
growth.  Mead  took  a  four-year  nc 
for  the  $450,000  balance  at  12%  int> 
est.  The  rate  was  probably  50  ba:j 
points    cheaper    than    the    partnt 
could  have  gotten  from  a  bank.  No 
bad  deal  for  the  purchasers;  still,  it  1 
Bedford  and  Davis  pretty  much  bro 
when  the  deal  closed  last  Decemb 
They  sold  off  most  of  their  persor 
financial  holdings  to  raise  the  cad 
then  gave  Mead  collateral  worth  mc 
than  the  value  of  the  loan.  Says  B< 
ford:  "I've  mortgaged  my  house,  1 ! 
dog,  my  cat,  my  wife.  ..." 

What  do  Bedford  and  Davis  get  : 
their  trouble?  The  unit,  renamed  Fli 
ship  Financial,  in  Dayton,  Ohio,  mi 
ages  assets  of  $550  million.  Revem 
last  year  were  about  $1.5  million,  a 
net  income  was  $100,000.  The  unit  j 
clearly  profitable  but  only  margina 
so.  And  even  that  margin  could  dis; 
pear  quickly  if  investors  should  st 
withdrawing  their  funds  from  Fl; 
ship's  three  mutual  funds  and 
money  management  business.  "I 
been  crossing  my  fingers  a  lot,"  S£ 
Bedford,  who  reminds  a  visitor  o: 
jolly  pin-striped  Buddha,  looking  i 
ward  in  supplication.  "I  never  did  tl 
at  Mead." 

At  Mead  he  didn't  worry  abc 
buying  pencils  and  hiring  lawyers.  I 
cently  Flagship  moved  into  a  separ; 
office  outside  Mead.  "We're  losing 
those  wonderful  services,"  lamei 
Bedford,  who  has  been  sweating  t 
details  of  the  move,  right  down 
choosing  a  phone  company. 
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"Can  you  tell  me 
where  it  hurts?" 


When  a  Kodak  service  representative  visits  a 
Kodak  copier,  the  copier's  powerful  micropro- 
cessor does  tell  where  it  hurts.  And  where  it's  hurt 
in  the  past— a  complete  service  history.  And 
then  it  aids  in  diagnosis,  correction  and  testing. 
All  of  which  tends  to  keep  service  calls  for 
Kodak  copiers  uniquely  brief. 

Indeed,  many  service  calls  don't  even  hap- 
pen, because  the  computer's  made  an  adjust- 
ment all  by  itself.  Or  told  an  operator  how  to  do  it. 
Now  you  know  why  Kodak  copiers  consis- 
tently outrank  all  others  in  surveys  of  copier  ser- 
vice satisfaction.  And  why  you  should  see  a 
Kodak  copier  demonstration.  Call, 
or  send  the  coupon.  1  800  44KODAK 
(1  800  445-6325)  Ext.  324. 


Kodak  copiers 
can! 


Eastman  Kodak  Company.  1984 


Eastman  Kodak  Company, CD  5421  Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier- 
duplicators. 
a  Please  have  a  representative  call  for  an  appointment. 
Our  approximate  monthly  copy  volume 
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COMPANY. 


We're  growing  in  specialized  financial  services. 


At  O-I  we're  targeting  selected  new  businesses  for  expansion.  Not  growth 
or  growth's  sake— but  profitable  growth. 

Like  specialized  financial  services— a  high-growth,  high-return  business, 
ppportunities  for  entry  and  profitable  growth  exist  here  outside  the  strategies 
f  the  retail  financial  services  giants.  It's  a  matter  of  finding  the  right  niche. 

We  particularly  like  mortgage  banking— the  business  of  originating, 
uying,  selling  and  servicing  residential  and  commercial  mortgages.  So  we 
ecently  acquired  Alliance  Mortgage  Co.,  headquartered  in  Jacksonville, 
lorida.  Alliance,  one  of  the  nation's  five  largest  producers  of  residential 
lortgages,  has  a  mortgage  servicing  portfolio  projected  to  exceed  $6  billion  in 
085.  It  operates  in  10  Sunbelt  states  and  is  the  largest  in  Florida. 

O-I  is  not  new  to  specialized  financial  services.  We've  been  involved  for 
nany  years  through  Owens-Illinois  Finance  Corp.,  a  commercial  financing 
bd  leasing  company,  and  Owens  Insurance, 
ltd.,  an  offshore  insurance  company. 

We  see  this  area  as  a  key  element  in  our 
Iverall  strategic  growth.  It  offers  significant 
pvestment  opportunities. 

Owens-Illinois.  A  $3.5  billion  global 
(rganization  focused  on  profitable  growth.  *%»**» 

ou  should  get  to  know  us  better.  OWENS-ILLINOIS 


Toledo,  Ohio  43666 


WOULD  YOUR 

BANK  DO  AS  WELIi 

ON  THIS  TEST? 


Circle  all  the  people  it  takes  to  approve  a  loan. 

Cfie8«nar>  &  Chief  Executive  Officer 

Preside"'  i.  Chief  Operating  Officer 

Senior  Vfce  President,  Credit  Patkry  Officer 

SenkX  Vice  President 
Country  Stik  Poftcy  Ewjrutive 

K^    Senior  Vice-  President  US      j 

Senior  Vtai  Prudent  &  Genera)  Ooonssf 

Series-  Vice  Prestctenl 
Setter  Credit  executive 

Senior  Vk.e  President,  Tearr  leader 

executive  Vice  Presicfet-r? 
Sfsctor  F.M>aitive 

iiiaaw 

Vice  President  fcr  Credit,  U.S. 


Vice  Pi»*ioW,  Ujon  Pridng  Executive 

Vice  President 
firaaneio!  Pfonning  EwscwtiYe 

Vice  President 
Ctepyty  Credit  5iipe?vfe>ng  Officer 


Assistant  "Seosyrer 
Documentary  Cea-tn*  Unit 


0i5b«r»emen?  5t»vtes  Dtv&tx 
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How  many  people  sign  off  on  a  deal  at 
your  bank? 

At  Canadian  Imperial  Bank  Group, 
three  signatures  may  be  all  that's  needed: 

Our  Account  Officer. 

Our  Vice  President  for  Credit,  U.S. 

And  our  Senior  Vice  President,  U.S. 

With  us,  it  takes  fewer  people  to 
approve  a  loan  than  at  most  m^oi  banks.  So 
we  can  respond  to  you  quicker. 


But  it's  not  only  the  number  of  names 
that  appear  that's  important.  It's  whose  name 

They're  all  senior  management.  Backt 
by  the  resources  of  one  of  the  10  largest  banks 
in  North  America. 

So  give  your  present  bank  this  little  te? 

And  if  they  need  more  names  than 
we  do  to  approve  a  loan,  you  only  need  to 
remember  one  name. 

OUrS.  ©1985  Canadian  Imperial  Bankof  Comme 


PUT  US  TO  THE  TEST. 

<ji>  Canadian  Imperial  Bank  Group 

CANADIAN  IMPERIAL  BANK  OF  COMMERCE  •  CALIFORNIA  CANADIAN  BANK  •  CANADIAN  IMPERIAL  RANK  OF  COMMERCE  TRUST  COMPANY  |MEMBER  FDIC)  •  CIBC  LIMITED  •  CIBC  AUSTRALIA  LIMITED 
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Mead  is  still  Flagship's  biggest  cus- 
imer;  accounting  for  10%  of  the 
150  million  under  management  in 
5  preferred  stock  mutual  fund  and 
)%  of  the  $300  million  of  bonds  that 
agship  manages.  Mead  has  agreed  to 
:ep  using  Flagship,  but  if  it  is  to 
lild  a  more  comfortable  margin  of 
ofit  the  fund  needs  a  lot  more  non- 
ead  business.  Easier  said  than  done, 
hat  with  15  fund  outfits  out  there 
jhting  for  the  same  dollars. 
In  the  confusing  masses  of  mutual 
nds,  however,  Flagship  has  one 
oduct  with  considerable  potential,  a 
nd  that  invests  solely  in  adjustable 
te  preferred  stocks.  So  what?  As  it 
ppens,  ARPs  are  attractive  to  corpo- 
te  investors.  Corporations  park 
eir  idle  cash  in  ARPs  because  85% 
dividend  income  is  tax-exempt  to 
em — but  not  to  individual  inves- 
ts— and  because  quarterly  readjust- 
ed of  ARP  dividends  keeps  the 
irket  price  of  fund  shares  fairly  sta- 
;  (see  story,  p.  214). 
According  to  Lipper  Analytical  Ser- 
;es,  Inc.,  Flagship's  adjustable  rate 
ii erred  fund  was  number  one  in 
84.  Flagship's  total  return  of  5.5% 
tperformed  Vanguard's  (2.9%)  and 
udential-Bache's  (2.2%)  ARP  funds. 
With  the  ARP  fund  for  their  flag- 
;ip,  Bedford  and  Davis  hope  to  ex- 
jnd  their  little  fleet.  They  had  been 
(rturing  ambitious  plans  to  start  a 
;aple  of  new  funds  while  still  at 
;;ad,  but  were  reluctant  to  ask  top 
imagement  for  the  necessary  mon- 
(  Bedford  says,  "I  spent  so  many 
Jirs  as  the  black-hat  guy,  saying  no." 
L  says  he  remembers  thinking, 
"fow  that  I'm  on  the  other  side  of  it, 
ijti  I  just  stick  my  hand  in  the  cookie 
jj  for  everything  I  can  get?" 
backing  a  cookie  jar  and  already 
t;;ply  in  debt,  Bedford  and  Davis  are 
finding  what  might  total  $250,000 
C  two  recently  opened  mutual  funds. 
";ese,  too,  are  highly  specialized — 
nds  with  a  niche — investing,  re- 
fcctively,  in  municipal  bonds  of 
I.chigan  and  Ohio.  Where  will  the 
nney  come  from?  Precious  working 
pital  plus  cash  flow  from  the  estab- 
Ined  businesses,  the  new  owners 
lae.  Counting  on  raising  revenues 
1m  $1.5  million  to  $2  million,  they 
F  n  to  use  the  additional  cash  flow  to 
fiance  other  fund  and  money  man- 
ament  startups. 

hey  won't  end  the  first  year  with  a 
li  of  money  in  the  bank,  but  they  do 
■tact  to  end  it  with  a  lot  more  busi- 
n  s.  Bedford  and  Davis  have  identi- 
fil  a  market,  the  highly  specialized 
n  tual  fund.  Question  is:  Can  they 
g'erate  cash  fast  enough  to  develop 
it  -Robert  McGough 


The  Up  &  Comers 


On  the  Margin 


Desperado  finance 

How  bad  is  the  market  for  small- 
capitalization  technology  stocks? 
So  bad  that,  to  raise  cash,  public  com- 
panies are  selling  their  shares  at  deep 
discounts  to  venture  capitalists. 

Take  the  pitiable  case  of  MimScribe 
Corp.  of  Longmont,  Colo.  Blessed 
with  a  big  contract  to  satisfy  what 
once  seemed  like  infinite  demand  by 
IBM  for  Winchester  disk  drives,  Mini- 
Scribe  was  headed  for  glory.  Then  de- 
mand suddenly  turned  finite,  and  IBM 
virtually  cut  off  MiniScribe  along 
with  other  suppliers.  Losses  mounted, 
and  MiniScribe  was  out  of  cash. 

What  next?  In  a  normal  market, 
MiniScribe  could  have  gone  back  to 
the  public.  Not  this  time.  So,  Mini- 
Scribe's  investment  bankers  suggest- 
ed a  private  placement  of  stock.  "We 
couldn't  do  a  public  offering  without 
disclosing  widely  what  our  losses 
would  entail,"  says  David  Pearce,  out- 
going chief  financial  officer.  "It  was 
easier  to  get  into  the  forecasting  busi- 
ness with  private  investors." 

Who  are  these  investors?  Who  else? 
Nobody  but  venture  capitalists  would 
even  listen  to  MiniScribe's  sob  story. 
Last  month  a  venture  capital  group 
led  by  Bill  Hambrecht  of  Hambrecht 
&  Quist  wangled  a  share  price  of 
$1 .45.  A  couple  of  years  ago  the  shares 
would  have  fetched  a  fancy  premium, 
but  this  time  MiniScribe  had  to  ac- 
cept 60%  off  its  $3.62  market  price. 

Ordinary  stockholders  watched 
their  shares  instantly  devalued  by 
36%.  At  least,  says  MiniScribe,  they 
now  own  stock  in  a  going  concern. 
Earlier,  Chapter  1 1  was  a  possibility. 

MiniScribe  isn't  alone  in  being 
forced  to  dilute  shareholders'  equity 
to  stay  solvent.  Seeq  Technology  Inc., 
a  troubled  semiconductor  maker  that 
is  choking  on  losses,  cut  a  deal  in 
March  in  which  venture  capitalists 
bought  stock  for  a  33%  discount.  Oth- 
er discount  sales  have  involved  Micro 
General  Corp.  and  Diasonics  Inc. 

Is  there  no  escape  for  the  cash- 
hungry  growth  company?  Apparently 
there  is.  Case  in  point:  Lexidata, 
which  made  a  limited  rights  offering 
to  existing  shareholders  and  raised  $3 
million.  There  was  a  discount,  of 
course,  but  in  this  case  it  was  only 
16%  off  the  market  price,  and  there 
was  no  dilution  for  shareholders  who 
exercised  the  rights. — Gary  Slutsker 


Jean  Fr.irn.nis  AJlaux 


Telecomland, 
maybe 

Sometimes  a  company  is  worth 
much  less  to  its  shareholders  than 
it  is  to  a  possible  acquirer.  Business- 
land  Inc.,  for  instance.  That's  a  chain 
of  59  personal  computer  stores  that 
sell  exclusively  to  businesses.  Having 
opened  its  first  store  less  than  three 
years  ago,  Businessland  is  expected  to 
reach  $244  million  in  sales  for  the 
fiscal  year  ending  June  30. 

It  was  hailed  as  a  great  idea,  the 
brainchild  of  supersalesman  David 
Norman,  who  founded  market  re- 
searcher Dataquest  and  later  sold  that 
to  A.C.  Nielsen  Co.  Businessland  is 
clearly  a  going  business.  Michele 
Preston  of  L.F.  Rothschild,  Unterberg, 
Towbin  expects  Businessland  to  earn 
10  cents  a  share — its  first  profit — this 
year,  ending  June  30,  and  65  cents 
next  year.  But  with  the  personal  com- 
puter retailing  industry  approaching 
overcapacity,  Businessland  has  lost 
some  of  its  luster.  Shares  are  down  to 
7Vi  from  the  o-t-c  offering  price  of  10 
in  December  1983. 

The  simple  fact  is  that  the  market 
is  no  longer  paying  a  premium  for 
possible  future  growth  in  companies 
like  this.  To  get  a  premium,  control- 
ling stockholders  must  now  look  for  a 
possible  corporate  buyer.  Who  would 
buy  Businessland?  Pacific  Telesis  just 
opened  its  first  retail  computer  and 
telecommunications  store.  And  Bell 
Atlantic  has  acquired  Compushop,  a 
Dallas-based  chain.  Another  possible 
suitor:  a  retailer  who  wants  Business- 
land's  500-plus  direct  sales  force  that 
lures  companies  into  its  stores.  But 
lacking  a  well-heeled  corporate  buyer, 
Businessland 's  shares  are  likely  to 
languish.— G.S. 
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The  Big  Apple's  Paul  Binder  with  performers  Dolly  Jacobs  (\dx)and  Katja  Schumann 
"This  was  all  I  ever  wanted  to  do  for  the  rest  of  my  life." 


Ricki  Ro^en/Sipa-Special  f:«m  I 


An  MB.  A.  with  a  dream  proves  that  a  small 
tent  and  willing  performers  beat  hype 
hands  down  at  circus  time. 


Small  is 
successful 


By  Subrata  N.  Chakravarty 

AT  A  RECENT  PERFORMANCE  of  the 
Big  Apple  Circus  one  night  in 
b  Manhattan,  the  seal  was  feud- 
ing with  his  trainer  and  messing  up 
the  act  on  purpose.  The  aerialist  was 
so  sick  with  the  flu  she  was  throwing 
up  backstage.  The  ringmaster  could 
barely  walk  because  of  a  back  injury. 
The  Big  Apple  Circus,  in  short,  is  to 
Barnum  &  Bailey  what  grass  is  to  As- 
troTurf.  It's  the  real  thing,  circus  as  it 
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used     to     be — charming,     intimate, 
amazing  .  .  .  and  fun. 

Now  eight  years  old,  the  Big  Apple 
Circus  began  as  a  seemingly  hopeless 
dream  in  the  mind  of  ringmaster  Paul 
Binder,  a  graduate  of  Columbia  Uni- 
versity School  of  Business,  to  create  a 
nonprofit  circus  for  New  York  City, 
where  the  emphasis  would  be  on  the 
art  of  circus  performance,  as  it  is  in 
Europe  and  Russia,  rather  than  on 
three-ring  extravaganzas  as  epito- 
mized by  the  Ringling  Brothers  and 
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hotel  manager  said, 

"We'd  fc  one 

computerized  system 

that  helps  fill  the  rooms, 

collect  the  bills, 

record  the  calls, 

cool  the  air, 
wake  guests  up  in  the 

morning  and 

turn  the  sheets  down 

at  night" 

And  we  said... 


' 


"mm   , 


"No  problem!' 


Honeywell  and  the 
arefree  Inn  Resort:  A  new 
andard  in  hospitality.  When  the 

ners  of  a  major  resort  complex  in 
refree,  Arizona,  wanted  to  make  their 
ssts  more  at  home  and  their  operational 
;ts  more  comfortable,  they  came  to 
neywell  for  the  answers. 

The  result  is  an  intelligent  resort 
di  a  hotel  management  system  that 
^grates  front  desk  operations,  house- 
jping,  telephones,  back  office 
ounting  and  energy  management. 

Trie  building  management 
tern  automatically  turns  air  condition- 
on  when  guests  arrive,  and  turns  it 
when  they  leave. 

The  telephone  system  automati- 
y  logs  long  distance  charges  and  shuts 
vn  room  phones  when  guests  check 
(Carefree  Inn  Management  expects 
ollect  an  additional  $50,000  a  year  in 
1  distance  billing.)  And  maids  simply 
ich  a  code  on  the  room  phone  to  tell  the 
it  desk  when  a  room  has  been  cleaned. 

The  hospitality  management  sys- 
tells  the  front  desk  staff  what  rooms 
available  minute-by-minute,  and  helps 


them  honor  requests  for  specific  rooms, 
book  blocks  of  rooms  and  plan  special 
guest  packages.  In  the  back  office,  the 
system  cuts  down  on  paperwork  by  track- 
ing advanced  deposits  and  automating 
functions  like  accounts  payable  and 
receivable.  In  the  future  every  charge  will 
go  on  the  guest  bill  automatically  for  fast 
checkout  and  accurate  billing. 

What's  more,  since  the  systems 
are  integrated,  managers  can  get  the 
information  they  need  when  they  need 
it.  Information  like  daily  reports  on 
housekeeping  productivity  and  occupancy 
levels.  And  savings  in  operational  costs 
are  significant:  Carefree  expects  to  save 
20%  in  energy  costs  alone. 

Since  Honeywell  designs  and 
manufactures  information,  communications 
and  control  systems,  we  understand  what 
it  takes  to  make  them  work  together.  We 
can  help  to  integrate  systems  in  any  kind 
of  business.  We'll  work  with  your  existing 
equipment.  And  you  can  always  trust 
Honeywell  to  service  any  part  of  the  systems 
we  develop,  including  equipment 
from  other  manufacturers. 

We  want  to  work  with 
you.  Call  800-328-5111,  ext.1550 


Honeywell 
Years 


Together,  we  can  find  the  answers. 

Honeywell 


Barnum  &  Bailey. 

The  Big  Apple  Circus  emphasizes 
intimacy.  No  one  is  more  than  35  feet 
from  the  single  ring  under  a  tent  seat- 
ing 1,650  people.  "You're  close 
enough  to  see  if  the  aerialist's  belly 
button  was  an  innie  or  an  outie,"  said 
one  member  of  the  audience.  (It  was 
an  innie.)  A  far  cry  from  Ringling, 
where  the  distance  barely  enables  the 
audience  to  identify  the  aerialist  as 
male  or  female  without  binoculars. 

Big  Apple  has  caught  on,  joining  the 
galaxy  of  New  York  City's  cultural 
offerings  and  touring  as  far  west  as 
Cincinnati  and  up  and  down  the  east- 
ern seaboard.  "Circus  is  the  perform- 
ing arts  experience  of  a  democracy," 
says  Wall  Street  arbitrager  Alan 
Slifka,  Big  Apple's  chairman  and  one 
of  its  major  financial  backers.  "It  ap- 
peals to  those  who  appreciate  ballet  or 
baseball." 

Slifka,  who  has  so  far  contributed 
over  $200,000  to  Big  Apple,  was  in- 
trigued with  Binder's  facility  with  the 
language  of  business  when  they  first 
met  in  1977.  "He  was  a  street  per- 
former with  a  dream — and  a  prospec- 
tus," he  says. 

Binder  was  also  a  veteran  trouper 
who  joined  the  Men'  Griffin  Show  as  a 
talent  coordinator  in  1967  after  taking 
his  M.B.A.  in  marketing.  But  he  left 
the  show  in  1971  and  joined  the  San 
Francisco  Mime  Troupe,  a  group  of 
street  performers.  Binder  explains 
wryly  that  he  was  hired  as  much  for 
his  ability  to  balance  their  books  as 
for  his  performing  potential.  Having 
developed  a  juggling  act,  Binder  and 
his  partner  Michael  Christensen  (now 
a  clown  with  the  Big  Apple  Circus) 
decided  to  try  their  luck  in  Europe  in 
1973.  "I  had  a  degree  in  European  cul- 
tural history,  but  I'd  never  been 
there,"  says  Binder.  "I  wanted  to  expe- 
rience the  things  I'd  learned  about." 

Binder  and  Christensen  spent  a  year 
scraping  by  as  street  performers  from 
London  to  Istanbul  and  back  before 
being  offered  an  indoor  job  by  a  music 
hall.  Shortly  thereafter  they  were  in- 
vited to  join  the  newly  formed  Nou- 
veau  Cirque  de  Paris.  "I  was  swept 
away  by  the  romance  of  it  all,"  says 
Binder.  "This  was  all  I  ever  wanted  to 
do  for  the  rest  of  my  life." 

Homesick,  Binder  returned  alone  to 
New  York  in  1976.  "But  grinding  at 
me  was  how  good  it  had  been  in  Eu- 
rope," he  says.  "I  woke  up  one  morn- 
ing and  announced  to  my  magic  six- 
toed  cat:  'The  New  York  School  for 
Circus  Arts  presents  the  Big  Apple 
Circus.'  And  the  cat  smiled!" 

Binder  got  through  his  first  season, 
in  1977,  with  mirrors.  "We  put  to- 
gether a  hodgepodge  conglomeration 


of  acts,"  he  recalls,  "and  financed  the 
tent  on  bluff  alone." 

Now  regularly  playing  to  packed 
tents,  the  circus  has  evolved  into  a 
polished  and  highly  professional,  if 
small,  troupe  of  performers.  Many 
have  international  reputations  and 
have  won  prestigious  awards  in  Eu- 
rope. Others  used  to  be  with  Ringling 
Brothers  but  left  because  they  felt  the 
virtuosity  of  the  performance  was 
subordinated  to  the  spectacle.  It  was 
the  Big  Apple  Circus  that  did  the  cir- 
cus scene  at  the  end  of  the  film  Annie. 
And,  ironically,  it  was  the  Big  Apple 
that  created  the  acts  and  trained  the 
actors  for  the  Broadway  show  Bar- 
num, based  on  the  life  of  Barnum  & 
Bailey's  founder,  P.T.  Barnum. 

For  all  its  artistic  success,  however, 
members  of  the  circus  must  find  other 
jobs  for  part  of  the  year  because  the 


circus  cannot  yet  afford  to  pay  then 
year-round.  Finding  money  has  beer 
hard  work  because,  unlike  in  Europe 
circuses  in  the  U.S.  have  becomt 
identified  less  with  art  than  wit 
hucksters  and  carnival  barkers.  Slifls 
bemoans  the  fact  that  contributor; 
are  more  willing  to  give  money  to  th( 
ballet  or  the  opera  than  to  a  circus 
Still,  a  third  of  the  Big  Apple  Circus 
$3  million  budget  this  year  come;  I 
from  organizations  like  the  Fon 
Foundation,  CBS  and  the  Apple  Ban! 
and  from  individuals  like  Slifka.  Ar 
increasing  amount  is  beginning  t( 
come  from  small  contributions. 

Ringling's  controversial  unigoa- 
may  prove  Barnum's  dictum  tha 
there's  a  sucker  born  every  minute 
The  Big  Apple  Circus  shows  that  ever 
M.B.A.s  can  afford  impossibl* 
dreams.  ■ 


Owens-Illinois  managers  have  done  a  su 
perbjob  in  glass,  a  declining  industry,  bui\ 
they  now  face  a  classic  dilemma  that  hati 
tripped  up  many  another  management 
Where  do  they  go  for  growth? 


Excellence 
isn't  enough 


n 


K 


J! 


ias 


By  Jack  Willoughby 


If  you  prefer  understanding  to 
rhetoric  on  such  issues  as  the  de- 
cline of  manufacturing,  the 
growth  of  services,  prerogatives  of 
management  and  value  for  sharehold- 
ers, study  the  situation  at  Owens-Illi- 
nois, Inc.,  the  $3.5  billion  (revenues) 
manufacturer  of  glass  bottles. 

O-I  hasn't  phased  out  of  glass  con- 
tainer manufacturing,  hasn't  milked 
its  eight-decade-old  business  as  a  cash 
cow.  On  the  contrary,  O-I  has  done  a 
heroic  job  of  modernizing  its  glass 
business,  investing  $600  million  over 
the  last  five  years  to  completely  re- 
align production  and  increase  output. 
Today  it  stands  head  and  shoulders 
above  its  competitors,  with  produc- 
tivity 33%  above  the  industry  aver- 
age. It  has  concentrated,  shutting 
down  48  plants  and  laying  off  more 
than  17,000  workers.  But  it  has  saved 


in 


the  jobs  of  more  than  46,000  othe 
employees  even  while  investing  in  re      > 
search   and   reducing   labor   conten 
from  40%  to  20%  of  the  cost  of  ; 
finished  glass  product. 

As  a  result,  there  is  no  other  com 
pany  to  touch  it  in  glass  containe 
manufacturing  today.  Robert  Lanigan 
O-I's  57-year-old  chairman,   doesn' 
hesitate  to  make  comparisons.  When 
O-I  management  decided  to  invest  ii 
glass — declining  even  in  the  1970s-!  ipi0( 
"a  number  of  other  people,"  says  Lan 
igan,   "decided  that  glass  was  thei     113, 
cash  cow  and  they  milked  it,  over      ^ 
looking  the  fact  that  a  cow  to  b 
milked  has  to  be  fed." 

He  goes  on:  "Back  in  the  1970 
Thatcher  Glass  was  one  of  the  mos 
profitable  glass  container  companie 
(see  story,  p.  106).  It  went  into  a  lever 
aged  buyout  [in  1981].  It  was  milkei 
down  hard  to  pay  the  debt.  Furnace 
were  not  rebuilt,  new  technology  wa 
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ot  installed,  automation  did  not  take 
lace.  And  they  are  now  bankrupt." 
jid  other  glass  manufacturers — An- 
tior  Hocking,  Glass  Containers 
!orp.,  Glenshaw  Glass  Co. — says 
anigan,  are  in  similar  difficulty.  "We 
now  how  old  their  furnaces  are. 
Ihen  they  shut  those  furnaces  down, 
e  get  a  shot  at  the  business." 
But  now  comes  the  poignant  part 
x>ut  declining  industry.  Even 
lough  Lanigan,  chairman  since  1984, 
id  his  predecessor  Edwin  Dodd  have 
jilt  a  company  with  33%  of  the  $3 
llion  domestic  market  and  an  equal 
lare  of  the  international  market, 
ley  do  not  have  a  growth  business, 
bout  the  best  they  can  achieve  with 

is  a  reasonable  return  on  invest- 
ent.  The  business  is  simply  too 
impetitive,  the  market  too  mature. 
The  product  is  a  commodity.  Lani- 
n  knows  that  if  he  tries  to  raise 
ices,  customers  will  shift  to  plastic 
ckaging  or  metal  or  paper.  Further- 
ore,  his  big  customers,  the  soft 
ink  and  beer  industries,  are  not 
owing. 
Glass  accounted  for  42%  of  O-I's 

.5  billion  in  sales  last  year  but  con- 
futed only  28%  of  its  operating 
rnings.  The  company's  return  on 
sets  in  glass  is  6.8%.  Its  overall  re- 
irn  on  shareholders'  equity  is  10%. 
!  cause  of  the  low  return,  O-I  stock 
( Is  below  book  value.  A  temptation 
i  raiders.  Especially  since  this  is  a 
rmpany  throwing  off  more  than 
i  DO  million  in  cash  flow  a  year.  Carl 
\  hn  hit  it  in  1982,  holding  the  com- 
I  ly  up  for  a  $5.2  million  greenmail 
|)fit  when  its  stock  was  selling  at 
E5/o  of  book.  Lanigan,  who  succeeded 
[■  dd  as  chief  executive  about  a  year 
ser  the  Icahn  raid,  knew  he  had  to 
R  the  stock  price  up. 
>ie  had  two  choices.  He  could  use 
t  cash  flow  to  buy  in  stock,  forego- 
I  growth  but  lifting  the  stock  price. 
I  he  could  use  the  cash  to  diversify. 
Liigan  chose  the  riskier  course, 
k  wing  full  well  that  diversification 
I  d  the  seemingly  more  profitable 
s  vice  businesses  had  proved  a  trap 
I  many  other  old-line  industrial 
Inpanies.  He  would  do  it  right  and, 
ii'he  process,  bring  O-I's  profits  up  to 
pt.ff  by  diversifying  into  health  care 
If  financial  services.  Says  Lanigan: 
ffle  think  it's  going  to  take  a  14%  to 
Ho  rate  of  return  to  be  a  company 
lose  stock  sells  at  considerably 
ff,re  than  its  book  value." 

hi  the  last  year  he  invested  close  to 
■0  million  to  acquire  two  chains  of 
msing  homes  and  another  $125  mil- 
li<  four  months  ago  to  buy  Alliance 
tyrtgage  Co.,  a  mortgage  banker, 
is  plan,   worked  out  with  help 


from  a  couple  of  management  con- 
sulting firms,  is  to  make  O-I  a  $5.8 
billion  (revenues)  company  by  1989. 
With  the  glass  business  providing  the 
steady  cash  flow,  and  the  services  pro- 
viding the  higher  growth  and  profit- 
ability, Lanigan  calculates  that  O-I's 
return  on  equity  will  grow  to  16%  and 
its  stock,  consequently,  will  com- 
mand a  higher  price. 

Can  Lanigan  succeed  where  so 
many  have  failed?  It  won't  be  easy. 

Service  businesses  that  attract  the 
stock  market  are  expensive.  Last  fall 
O-I  purchased  Health  Care  &  Retire- 
ment Corp.  of  America,  a  Lima,  Ohio- 
based  builder  specializing  in  nursing 
homes,  for  $99  million,  14  times  earn- 
ings, when  its  own  stock  was  selling 
at  9  times  earnings.  "The  multiples 
are  outrageous,"  says  former  nursing 
home    executive    Leonard    Colavita, 


now  overseeing  the  10,000-bed  nurs- 
ing home  division,  as  the  search  goes 
on  for  a  chief  operating  officer. 

The  idea  behind  the  mortgage  bank- 
ing acquisition  was  that  O-I,  able  to 
borrow  more  cheaply  than  Alliance 
Mortgage,  could  give  its  subsidiary  an 
edge  in  a  fragmented  field.  But  no 
sooner  was  the  deal  announced  than 
Standard  &  Poor's  lowered  O-I's  debt 
rating. 

Lanigan,  a  graduate  in  economics  of 
Brooklyn,  N.Y.'s  St.  Francis  College, 
came  up  through  O-I's  ranks  in  glass 
operations  and  planning.  He  is  spend- 
ing a  lot  of  time  these  days  selling  his 
diversification  program.  "People 
within  our  company  frequently  have 
trouble  understanding  it,"  he  admits. 

What  it  comes  down  to  is  that  Lani- 
gan is  taking  a  currently  unpopular 
course.  He  is  practicing  managerial 


Chairman  Robert  Lanigan  of  Owens-Illinois 

Seeking  16%  on  equity  in  order  to  sell  at  more  than  book. 


now  at  Cigna  Healthplan,  Inc.  O-I 
paid  Florida  National  Bank  a  stiff  13 
times  earnings  for  Alliance  Mortgage. 
And  the  problem  of  motivating 
managers  is  different  in  service  busi- 
nesses. A  month  after  O-I  acquired 
Health  Care  &  Retirement  Corp.,  its 
president,  Pier  C.  Borra,  turned  down 
O-I's  offer  of  continued  employment. 
He  and  several  other  top  HCR  officers 
used  the  proceeds  of  their  stock  sales 
to  grubstake  their  own  nursing  home 
business,  which  will  compete  in  the 
same  market.  O-I  didn't  insist  on  the 
normal  long-term  management  agree- 
ments and  tough  noncompete 
clauses.  Michael  Walker,  who  runs 
the  nursing  home  division  of  Health 
Group,  Inc.,  which  O-I  will  buy  this 
month,  has  also  quit.  An  O-I  vice 
president   from    glass   operations    is 


capitalism,  saying  he  will  preserve 
this  venerable  company  and  bring 
new  life  to  it.  He  rejects  stockholder 
capitalism,  which  says:  If  you  don't 
need  it  for  glass,  give  it  to  the  share- 
holders and  let  them  invest  in  their 
own  nursing  homes  and  mortgage 
companies. 

Lanigan  believes,  in  short,  that  only 
faster  earnings  growth  now  will  keep 
O-I  free  from  the  clutches  of  the  Carl 
Icahns  and  Saul  Steinbergs  of  this 
world.  He  could  be  right.  But  by  mov- 
ing rapidly  to  acquire  earnings,  he  has 
so  far  rewarded  nursing  home  entre- 
preneurs and  Florida  bankers  more 
than  O-I  shareholders.  Given  the 
company's  excellent  record  in  glass, 
those  shareholders  will  be  patient 
with  Lanigan's  plans  for  growth.  But 
not  infinitely  so.  ■ 
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Thatcher  Glass,  a  failed  LBO,  is  in  Chapter 
11,  and  thousands  are  out  of  work.  Where 
are  its  owners?  Shopping  for  yachts? 


The  price 


By  John  Merwin 


W'ho  takes  a  hosing  when  a 
leveraged  buyout  goes  bust? 
What's  the  price?  Consider 
Thatcher  Glass  Corp.,  which  until  a 
few  years  ago  was  one  of  the  most 
profitable  glassmakers  in  America. 

For  years  Thatcher  turned  out  3  bil- 
lion bottles  annually  from  six  plants, 
coast  to  coast,  for  customers  such  as 
Seagram,  Anheuser-Busch  and  H.J. 
Heinz.  Then,  on  Dec.  29,  four  min- 
utes before  noon,  lawyers  represent- 
ing Thatcher  walked  into  the  Bridge- 
port, Conn,  federal  courthouse  and 
filed  for  Chapter  1 1  protection,  listing 
assets  of  $160  million  and  liabilities 
of  $166  million.  Now,  six  months  lat- 
er, much  of  Thatcher's  real  estate  and 
equipment  is  being  sold  to  Diamond- 
Bathurst,  another  glass  manufacturer. 

Four  parties  are  mired  in  the  mo- 
rass: Thatcher's  owner,  New  York  in- 
vestment house  Dominick  &  Domin- 
ick,  which  bought  Thatcher  in  a  lever- 
aged buyout;  Thatcher's  four  banks, 
which  financed  the  LBO;  'the  com- 
pany's suppliers;  and  its  3,200  em- 
ployees fired  so  far.  Just  which  of  the 
parties  is  taking  the  hosing  will  be 
clear  in  a  moment.  First,  a  little  back- 
ground on  how  this  mess  was  created. 

In  late  1981  Thatcher  was  sold  by 
parent  Dart  &.  Kraft  in  a  $143  million 
leveraged  buyout,  one  of  many  such 
LBOs  to  follow.  Overnight,  Thatch- 
er's once  lean  capital  structure  bal- 
looned to  95%  debt.  That  included 
bank  loans  of  $1 10  million  at  floating 
interest  rates  starting  above  20%, 
plus  a  $20  million  note  to  Dart  &. 
Kraft  at  163A%  and  a  $6  million  note 
to  parent  Dominick.  The  watery-thin 
equity:  $4  million  Dominick  paid  for 
Thatcher's  stock  plus  Dominick  pre- 
ferred valued  at  $3  million. 

Cash  flow  during  Thatcher's  first 


Closed  Thatcher  facto>y,  F.Imira,  NY. 
One  LBO,  thousands  of  layoffs. 

two  years  under  the  LBO  was  ade- 
quate. Sales  weren't  bad,  peaking  near 
$400  million,  and  extra  cash  was 
squeezed  out  of  the  business  by  slash- 
ing inventories.  That  served  Thatch- 
er's executives  well;  they  were  paid 
bonuses  based  on  debt  repayment. 

But  by  1984  the  glass  container 
market  was  eroding  sharply.  Thatch- 
er's Charles  Whiteman,  who  recently 
was  named  CEO  to  preside  over  the 
company's  dismantling,  cites  loss  of 
market  share  to  plastics,  plus  slack 
glass  demand  because  of  bottle-return 
laws  passed  in  some  states.  "Leverage 
is  great  when  things  go  well,"  laments 
Whiteman,  "but  murder  when  they 
don't."  So  we  shall  see. 

Other  glassmakers  reacted  by  shut- 
ting down  facilities.  Thatcher  tried  to 
hang  on  by  taking  marginal  business 
simply  to  keep  furnaces  burning,  a 


strategy  often  required  to  feed  casi 
hungry  LBOs.  Amid  growing  financi 
stress  in  late  1983,  Thatcher  hired 
consultant,  a  sure  sign  of  panic.  "] 
was  a  hatchet  job,"  says  a  form 
Thatcher  executive.  The  consultant 
solution  to  stem  the  flow  of  red  i: 
Cut  costs  by  massive  firings,  inste 
of  selective  furnace  shutdowns  ai 
companied  by  commensurate  layoffs 
Within  a  year  Thatcher,  with  its  ur 
economic   production    and   deplete 
work  force,  was  in  Chapter  11. 

Who,  then,  gets  hosed? 

Let's  begin  with  Thatcher's  4,40 
employees,  three-quarters  of  whor/ 
have  been  fired.  While  looking  fc! 
new  jobs,  many  have  no  benefits,  sue  ' 
as  severance  pay,   accrued  vacatio 
wages  or  health  insurance  coveragt 
Though  Thatcher's  union  is  contes 
ing  the  loss  of  those  benefits,  its  unst , 
cured  position  appears  shaky  at  best 

Next  are  Thatcher's  second-lin 
creditors — principally  Dart  &  Kra 
and  Thatcher's  suppliers — represen 
ing  most  of  the  unsecured  debt.  At  tb 
moment  their  chances,  like  those  c 
Thatcher's  employees,  of  recoverin 
anything  appear  remote. 

Banks  financing  this  ill-fated,  ove  | 
leveraged  buyout — Manufacture] 
Hanover,  Chase  Manhattan,  Bankei 
Trust  and  NCNB  National  Bank  ( 
North  Carolina — probably  won't  fe< 
a  thing.  Indeed,  you  could  even  call 
a  "good"  loan.  Sale  of  Thatcher's  a: 
sets  to  Diamond-Bathurst  and  othei 
should  cover  the  banks'  loans,  no 
down  to  $57  million.  Meanwhile  tk 
loans  have  been  earning  interest  ; 
2'/2%  over  prime.  When  Forbes  calk 
the  banks,  seeking  comment  on  tr 
advisability,  in  retrospect,  of  settir 
up  such  a  lightly  anchored  LBO,  a 
four  ducked  the  question. 

Finally  there  is  Dominick  &  Don 
inick,  the  financial  concern  that  pilo 
ed  this  LBO  onto  the  rocks.  As  captai  ( 
and  owner,  does  Dominick  &  Don 
inick  go  down  with  the  ship?  Hardl  I 
Dominick  currently  has  only  $6  mi ! 
lion  of  unsecured  money  remaining  i 
Thatcher — $4  million  of  equity  ar 
$2  million  in  loans. 

But  there's  a  kicker.  Though  Don 
inick  didn't  return  Forbes'  phor 
calls,  one  source  close  to  the  case  sa] 
that  while  Thatcher  was  sinkin. 
owner  Dominick  accrued  tax  ben 
fits — from  operating  losses  and  ii 
vestment  tax  credits — worth  mo 
than  $17  million.  How  much  of  th. 
$17  million  the  IRS  will  allow  Dor 
inick  to  keep  is  unclear.  But  it  won 
take  much  for  Dominick  to  wa 
away  unscathed. 

That's  some  reward  for  managing 
company  right  into  Chapter  11.1 


106 


FORBES,  (UNE  17,  19f 


World  class 


rely  mi  Frank  B.  Hall... 
Because  insuring 
success  is  serieus 
business. 

When  CEO's,  CFO's,  Risk 
Managers  the  world  over  seek 
newer,  smarter  ways  to  protect 
their  corporate  assets  they  turn 
to  Frank  B.Hall,  the  highj 
performance  insurance  ser- 
vices company.  We're  the 
creative  force  in  our  industry. 
The  company  with  talent  and 
professional  substance. 

Insuring  success  in  today's 
highly  competitive  business 
arena  means  much  more  than 
a  few  well-placed  policies.  It 
calls  for  brilliantly-designed  risk 
management  programs.  21st 
century  insurance  products. 
Constant  service.  And  a  keen 
sense  of  cost  effectiveness. 

That's  why  serious  com- 
petitors rely  on  Frank  B.  Hall. 
We're  tough  and  thoroughly 
professional.  We  have  clout  in 
the  insurance  marketplace.  Our 
people  are  creative  thinkers. 
And  our  service  is  never-ending. 

So  when  world  class  insur- 
ance decision-makers  sit  down 
to  improve  their  corporate  pro- 
tection, they  sit  down  with 
Frank  B.  Hall.  Talk  to  us.  We 
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can  make  a  difference.  Be- 
cause Frank  B.  Hall  knows 
insurance  matters. 
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Introducing 
business 
solutions 
from 
Team  Xerox. 


No  matter  what  kind  of  business  youVe  in, 
chances  are  you  need  to  manage  some  type  of 
ument,  whether  electronic  or  on  paper. 

To  that  end.  Xerox  has  developed  a  whole  ra} 
of  new  products  complete  with  software  as  wel 
networking  and  communications  capabilities. 

Say  you're  like  most  of  the  business  world  aw 
you  deal  with  letters,  memos  and  reports.  Team 
Xerox  has  a  series  of  capabilities  we  call  Docui 
Solutions,  which  includes  a  choice  of  workstatii 
such  as  word  processors,  personal  and  profes-  j 
sional  computers,  electronic  typewriters  and  pri 
including  dot  matrix,  daisywheel  and  a  desktop 
laser  printer. 

They're  all  new  to  the  Xerox  line,  compatible 
with  many  of  the  products  you  now  use  and 


can  be  si- eft  as 


V— ^  d«,S,ons   to    buy    from    U5     ol"" 


Document 
Solutions 


Production  Publisher 
Solutions 


XEROX 


TeamXerox 


jable  to  meet  your  needs  in  the  future. 

mr  business  has  to  do  with  engineering  and 

ed  to  produce  drawings  and 

text  and  graphics,  Team  Xerox 

veloped  Expert  Designer 

)ns,  which  includes  a  remarkable 

engineering  workstation^  Xerox  laser  printer 

wly  developed  software. 

in-house  publishing,  including  manuals,  pro- 

and  technical  publications,  you'll  want 

:tion  Publisher  Solutions,  a  publishing  system 

2te  with  hardware  and  software,  that  can 

and  compose  and  virtually  eliminate  the 

)  send  work  outside  your  office. 

I  finally,  when  it  comes  to  support,  no  com- 

m  analyze  your  document  needs,  make 


sure  you  get  the  right  solutions,  and  be  there  with 
the  service  you  require  better  than  Xerox. 

When  youVe  ready  to  talk,  call  Team 
Xerox  at  1-800-TE  AM-XRX,  ext.  12  ( 1-800- 
832-6979,  ext.  12),  or  write  Xerox  Corp., 
Dept.  12152,  RO.  Box  24,  Rochester,  N.Y 
14692.  Well  be  ready  to  listen. 


Xerox  Corporation,  RO.  Box  24,  Rochester,  N.Y  14692 
Please  send  me  more  information  on: 

□  Document  Solutions                   □  Expert  Designer  Solutions 

□  Production  Publisher  Solutions    □  All  of  the  above 

NAME 

COMPANY 

TITLE 

ADDRESS 

CITY 

STATE 

ZIP 

12 

PHONE 

152-6-17-85 

! 

i 

I 

.         / 

I 

ng  System 

en 

/  J 

5700  Electronic 
Minting  System 

8014 

Engineering 

Workstation 


Versatec  8037  8044 

Electrostatic  Plotter       File  Server    Laser  Printer 


Expert  Designer 
Solutions 


XEROX"  and  Ihc  identifying  numbers  herein 
are  trademarks  of  XEROX  CORPORATION 
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Is  darkness  descending  on  the  U.S.  semiconductor  industry?  Wil^ 
American  chipmakers  go  the  way  of  American  steel,  consumerl 
electronics  and  cars?  The  Japanese  dont  think  so. 


Why  a  chip  is  not  a  chip 
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By  Kathleen  K.  Wiegner 

Hard    Times    in    High 
Tech"  ran  a  headline  in 
a  recent  issue  of  News- 
week. "Why  Silicon  Val- 
ley Is  Losing  Its  Edge" 
id  a  headline  in  the  Mar.  1 1  Business 
?ek.    Darkness,    one    would    have 
conclude,  is  descending  on  U.S. 
chnology. 

But  here's  an  inconvenient  fact, 
gw  investment  keeps  pouring  into 
e  U.S.  semiconductor  business.  Ear- 
:r  this  year  Honeywell,  as  part  of  a 
bcontract  with  Rockwell  Interna- 
>nal,  announced  a  $  1 7  million  plant 
Richardson,  Tex.  to  produce  chips. 
rd  Motor  Co.,  which  has  been  out  of 
e  chip  market  for  20  years,  says  a 
3  million  plant  in  Colorado  Springs 
11  begin  producing  semicustom  gal- 
im  arsenide  chips  for  sale  on  the 
en  market  by  year's  end.  AT&T 
;ently  began  merchandising  its 
)St  advanced  32-bit  microprocessor, 
n  addition  to  these  heavyweights, 
i  perhaps  more  significant,  entirely 
w  semiconductor  makers  keep 
rting  up.  More  than  60  outfits  (a 
zen  in  the  last  year  alone)  have  ap- 
ired  since  1979,  the  year  the  Japa- 
*e  began  making  their  big  waves  in 
ps.  Among  the  newcomers  are 
h  strong  players  as  Cypress  Semi- 
lductor,  Linear  Technology,  LSI 
;ic,  VLSI  Technology,  Integrated 
vice  Technology,  Sierra  Semicon- 
:tor,  Micro  Linear  and  SEEQ. 

things  are  so  bad,  why  all  this 
>eful  activity? 

he  short  answer  is,  things  aren't  so 
.  True,  this  always-cyclical  indus- 
is  in  another  of  its  down  cycles 
r  record  sales  last  year.  True  also, 
Japanese  now  dominate  the  mem- 
chip  segment  of  the  semiconduc- 
industry.  Last  year,  according  to 
laquest,  the  San  Jose-based  market 
larch    firm,    Japanese    producers 
fcbed  over  half  the  world's  $7  bil- 
I  market  for  memory  chips,  the 
■istry's  biggest-volume  product, 
lit  that  fact  alone  is  a  misleading 
1-truth.  Memory  chips  as  such  ac- 
lit  for  only  around  25%  of  semi- 
Biuctor  sales,  which  hit  a  record 
■5    billion   last    year.    The    other 
He-fourths?     It    is    composed    of 
■coprocessors,  logic  chips  and  lin- 
Jbroducts  (chips  used  to  translate 
Slife  information,  such  as  the  tem- 
■ture  of  a  car  engine,  into  digital 
Hals).    According    to    Dataquest's 
■bers,  U.S.  semiconductor  manu- 
ilirers  remain  world  leaders  in  all 
hi;  nonmemory  chip  segments, 
iiat's  going  on  here  is  this:  In  the 
el  conductor   world,    the   memory 


chip  has  become  a  commodity  item. 
"When  the  difference  to  the  customer 
is  minimal,  we  don't  win,"  snaps  Jerry 
Sanders,  president  of  Advanced  Micro 
Devices.  As  the  Japanese  have  invest- 
ed billions  to  produce  memory  chips, 
the  price  of  a  standard  64K  dynamic 
random  access  memory  (DRAM)  has 
dropped  from  $5  in  1983  to  less  than  a 
buck  today.  Hardly  anybody  makes 
money  on  memory  chips  these  days. 
The  profitable  action  is  now  in  the 
nonmemory  segments  of  the  busi- 
ness. There,  it's  what  you  make,  not 
how  cheaply  you  can  make  it,  that 
counts  most — unlike  memory,  where 


DEC  MicroVAX  chip 

In  coming  up  with  products  that 

solve  problems,  the  U.S.  is  strong. 

the  design  is  now  pretty  ho-hum  and 
the  trick  is  in  squeezing  more  and 
more  transistors  onto  a  chip.  Manu- 
facturing efficiency,  not  engineering 
wizardry,  is  the  key  to  success. 

Santa  Clara,  Calif. 's  Intel  Corp. 
(sales,  $1.6  billion),  which  produced 
the  world's  first  DRAM,  saw  the  Japa- 
nese coming  and  shifted  out  of  stan- 
dard memory  chips  several  years  ago. 
"We  won't  be  in  high-volume  main- 
stream 256K  DRAMS  [the  new  gen- 
eration of  standard  memories],  al- 
though we  will  do  specialized  low- 
power  DRAMs,"  says  Andrew  Grove, 
Intel's  president.  "We  now  have  big 
enough  volumes  in  other  [semicon- 
ductor] products  so  that  we  don't  have 
to  focus  on  DRAMs."  Intel's  main 
business  these  days  is  microproces- 
sors and  the  chips  that  support  them. 

Other  U.S.  chipmakers  have  proved 
similarly  agile.  Through  all  the 
gloom,  Advanced  Micro  Devices,  a 
leader  in  bipolar  chips,  grew  60%  for 
its  fiscal  year  ended  Mar.  3 1 .  Motorola 
introduced  a  new  version  of  its  world- 


class  microprocessor,  the  model 
68020,  and  has  built  a  loyal  base  of 
customers  not  only  in  the  computer 
industry  but  in  the  automotive,  tele- 
communications and  industrial  auto- 
mation trades  as  well. 

Low-margined  memory  chips  are, 
in  the  main,  interchangeable.  Micro- 
processors, which,  along  with  related 
microcontrollers  and  peripherals,  ac- 
count for  around  1 1%  of  all  semicon- 
ductor sales,  are  not.  They  are  more 
like  car  engines:  All  engines  do  not  fit 
in  all  cars. 

The  importance  of  this  distinction 
can't  be  overstated.  It  means  that 
price  alone  doesn't  drive  demand.  De- 
sign, marketing,  distribution  and 
close  relationships  with  a  customer 
are  critical.  In  all  these,  U.S.  compa- 
nies have  formidable  advantages. 

Here's  a  way  to  think  of  the  prob- 
lem. In  March  a  major  business  maga- 
zine published  an  interesting  illustra- 
tion. It  showed  an  IBM  PC  broken 
down  into  its  components.  Most  of 
the  components,  the  magazine  wor- 
ried, were  produced  in  Asia  at  costs 
U.S.  manufacturers  could  never  meet: 
$85  for  the  Korean-made  monitor, 
$165  for  the  Singapore  disk  drives, 
$50  for  the  Japanese  keyboard  and  so 
on.  All  told,  $625  of  the  IBM  PC's 
$860  manufacturing  cost  was  ac- 
counted for  by  Asian  workers,  said  the 
magazine,  making  the  point  that  the 
U.S.  is  losing  its  edge  in  high-technol- 
ogy manufacturing. 

What  the  magazine  failed  to  ask, 
however,  is  if  an  IBM  PC  costs  $860  to 
manufacture  and  retails  at  $2,000, 
what  happens  to  the  other  $1,140?  All 
profit?  IBM  and  ComputerLand 
should  be  so  lucky.  Most  of  the  miss- 
ing $1,140  is  accounted  for,  not  by 
more  manufacturing  costs,  but  by 
other  costs  that  go  into  getting  the 
IBM  PC  from  Boca  Raton  drawing 
boards  to  U.S.  offices — design,  user- 
manual  writing,  marketing  and  pat- 
ent lawyering,  advertising,  distribu- 
tion. These,  not  cheap  manufacturing 
labor,  are  what  add  value  to  the  IBM 
PC.  Look  at  all  the  PC  makers  who 
bought  Asian-made  components  and 
are  now  heading  for  Chapter  1 1 . 

As  long  as  these  talents  reside  in 
the  U.S.,  so  will  the  value-added. 
Take  the  auto  industry,  which  is  be- 
coming a  major  semiconductor  mar- 
ket. Detroit  doesn't  need  a  lot  of  com- 
modity semiconductor  memory  un- 
der the  hood.  What  Detroit  wants  are 
microprocessors,  microcontrollers 
and  linear  chips  to  translate  all  that 
mechanical  activity  into  digital  infor- 
mation. Intel,  for  example,  worked 
with  Ford  to  come  up  with  a  micro- 
controller that  monitors  what  is  hap- 


3JES,  JUNE  17,  1985 


in 


WhileSom 
The  Future,Wfr 


S( 


*ome  companies  ore  quite  content  to  pin  their  hopes  and  make  their  plans 
according  to  notions  of  what  might  or  might  not  be. 
At  RCA,  we  simply  create  ideas  that  are  the  future.  Ideas  that  change  the  way 
we  all  live.  In  fact,  for  over  50  years  we've  been  so  busy  inventing  the  future  that  we've 
been  issued  close  to  20,000  patents  in  the  U.S. 

You  may  recall  that  RCA  Communications  was  the  first  international  telex 
carrier.  Since  then  we've  come  a  long  way.  It's  safe  to  say,  we  deliver  tomoi 
row's  communications  today. 

It  was  also  RCA  Communications  that  helped  launch  the  cable  television 
industry.  And  today  we  operate  the  largest  Domestic  Communications 
Satellite  System. 

RCA  is  also  responsible  for  voice,  video  and  high  speed  data  for  the  space 
shuttle.  Which  changed  forever  the  way  we  look  at  ourselves  and  our  universe. 
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Tftf  To  Predict 
Busy  Inventing  It 

And  were  continuing  to  break  new  ground,  with  the  hunching  later  this  year 
i\  of  the  two  highest  powered  Domestic  Communications  Satellites.  Followed 

<  a  third  in  1987. 

These  K-Band  satellites  are  relatively  immune  to  microwave 

erference.  So  smaller,  less  expensive  earth  station  antennas  can  be 

:ated  anywhere,  even  on  top  of  buildings  in  crowded  cities. 

We've  also  developed  RCA  Mail.  A  total  electronic  mail 
system,  with  both  domestic  and  international  telex  capability,  that  can  be 
ed  with  virtually  any  personal  computer. 

If  you'd  like  to  read  more  about  RCA  and  what  the  future  is  going  to  look  like, 
iply  write  for  "This  Is  RCA'/  P.O.  Box  91404,  Indianapolis,  IN  46291. 

After  you  read  it,  you'll  know  why  in  entertainment,  electronics  and  communi- 
tions,  RCA  is  one  of  a  kind. 


One 
Of  A  Kind 


1985  RCA  CORPORATION 


In  the  past  it  was  not  cost-effective  to  design  chips  to  order.  That  i 
changing,  thanks  to  computer-aided  design.  Here  the  fapanesi 
readily  concede  the  U.S.  has  an  advantage. 


pening  under  the  hood  of  a  car  and 
adjusts  things  like  the  air/gas  mix- 
ture. Ford  began  to  use  this  microcon- 
troller in  its  1984  cars  and  trucks. 

Defense  contractors  need  special 
high-performance  chips  for  their 
weapons  systems.  Honeywell  and 
Rockwell  had  that  in  mind  when  they 
invested  in  the  Texas  plant,  60%  of 
whose  output  will  go  for  defense.  Gal- 
lium arsenide  chips  are  also  being  pro- 
moted by  the  military  market  because 
of  their  high  speeds  and  antiradiation 
properties.  Ford  Motor's  new  Colora- 
do semiconductor  facility  is  dedicated 
to  gallium  arsenide  chips. 

Telecommunications  companies 
need  memory  chips,  but  they  also 
want  lots  of  linear  circuits,  micro- 
processors and  special  circuits  de- 
signed for  their  particular  needs. 
AT&T  is  prepared  to  exploit  this 
growing  market. 

Even  computer  makers,  which 
historically  have  made  do  with  off-the- 
shelf  semiconductors,  are  looking  to 
custom-designed  chips  to  give  their 
products  an  edge.  A  perfect  example 
here  is  Data  General's  new  portable 
computer,  the  DG/One.  It  was  neither 
the  first  nor  the  cheapest  portable  on 
the  market.  To  make  it  special,  Data 
General  added  three  semicustom  chips 
designed  by  its  engineers.  Two  of  those 
chips  permit  a  DG/One  owner  to  at- 
tach his  machine  to  a  full-size  screen 
and  use  IBM  PC  software,  such  as 
graphics  software.  That  is  a  powerful 
selling  point  for  the  $2,900  portable. 

Digital  Equipment  had  a  different 
problem.  It  wanted  to  shrink  its  pow- 
erful VAX  computer,  which  is  the  size 
of  a  large  dishwasher,  down  to  desk- 
top size.  DEC  turned  to  Phillip  Kauf- 
man, an  energetic,  professorial  type 
who  left  Intel  in  1982  to  join  San 
Jose's  Silicon  Compilers  Inc.  By 
quickly  helping  DEC  design  a  chip  to 
reduce  the  VAX's  size  but  not  its  pow- 
er, Kaufman's  company  enabled  DEC 
to  introduce  its  desktop  Micro  VAX  I 
last  October. 

More  often  than  not,  in  the  past  it 
simply  was  not  cost-effective  to  de- 
sign semiconductor  chips  to  order. 
That  is  changing,  thanks  to  comput- 
er-aided design  (CAD)  technology — 
which  greatly  speeds  the  process.  Jap- 
anese semiconductor  producers  con- 
cede the  U.S.  advantage  in  computer- 
aided  chip  design.  As  one  thoughtful 
Japanese  engineer,  Hiroyuki  Mizuno, 
director  of  semiconductor  research  for 


Matsushita  Electric,  puts  it:  "The 
semiconductor  business  is  becoming 
a  business  based  on  design  automa- 
tion [i.e.,  CAD],  and  in  this  area  the 
U.S.  is  very  strong." 

Here's  an  example  of  CAD's  com- 
mercial impact.  When  General  Mo- 
tors wanted  a  custom-designed  chip 
to  control  the  lighting  system  on  the 
Camaro  Berlinetta,  its  engineers  went 
to  Milpitas,  Calif. 's  LSI  Logic,  which 
has  grown  from  nothing  to  $84  mil- 
lion ( 1 984  sales)  in  four  years.  LSI  uses 
semifinished  chips  called  gate  arrays, 
which  it  then  finishes  to  customer 
specification.  Don't  be  put  off  by  the 
jargon.  As  an  electrical  impulse  flows 
into  a  chip,  its  course  is  determined 
by  microscopic  gates  that  have  been 
set  open  or  shut.  Gate  arrays  are  mass- 
produced  chips  with  all  the  gates  put 
on;  they  are  customized  when  a  de- 
signer designates  them  open  or 
closed.  Today's  gate  array  chips  come 
with  10,000  tiny  gates  etched  on 
them;  40,000  gate  chips  are  on  the 
way.  The  Japanese  produce  gate  array 
chips.  But,  like  that  IBM  PC,  the  real 
value-added  lies  in  determining 
which  gates  should  be  open,  which 
closed.  Opening  and  closing  gates  re- 
mains an  American  strength.  That's 
what  LSI  produced  for  GM. 

Chips  like  these  are  called  Applica- 
tion Specific  Integrated  Circuits,  or 
ASICs.  ASICs  are  becoming  very  big 

LSI's  structured  array  chip 
Without  knowing  chip  design,  engi- 
neers can  design  to  order. 


business.  In  fact,  Dataquest  expec  I 
them  to  account  for  around  19%  i| 
the  U.S.  semiconductor  business  tr. 
year  and  as  much  as  25%  by  1991 
The  leading  companies  in  ASICs  aij 
U.S.  firms,  including  NCR,  Hughe 
TRW  and  Rockwell,  as  well  as  smalli 
fry  like  LSI  Logic. 

Japanese     semiconductor     make  | 
want  to  catch  up  in  high-value-adde 
chips,  of  course.  They  boast  some  eil 
viable  strengths,  including  cheap  caj 
ital,  protected  markets  and  manufa) 
turing  finesse.  Under  pressure  froi 
the  Koreans  in  lower-margin  memo) 
chips,  they  are  investing  heavily  jj 
computer-aided  design,   gate  array 
gallium    arsenide    and    microproce 
sors.  Hitachi,  for  example,  which  h;| 
made  microprocessors  under  licen; 
from  Motorola,  is  scheduled  to  intnj 
duce  its  own  32-bit  microprocessf 
sometime  in  1987. 

But  Hitachi  is  still  playing  catel 
up.  Motorola  introduced  its  32-bit  m| 
croprocessor   last   year.    And   signi 
icantly,  Hitachi's  microprocessor  wij 
be  compatible  with  Motorola's  micrj 
processor  software. 

Besides,  there  is  more  to  the  batt>| 
than  technology  per  se.  There  is  alif 
the  fact  that  application  specific  chij 
involve  close  working  relationshij 
between  customer  and  supplier.  The:  j 
relationships  are  easier  if  you  spe?| 
the  same  language  and  like  the  sa 
baseball  teams.  It  may  also  be  safe 
given  that  in  the  design  phase  a  cul 
tomer  for  application  specific  chi]1 
must  hold  back  little  about  his  produ  j 
from  the  chip  supplier.  Would  GM  as 
Nippon  Electric  to  design  the  liglj 
control  for  its  Camaros?  Maybe  so.  Bi 
by  going  to  LSI  Logic,  the  questicj 
need  not  even  arise. 

No     sensible     businessman    ev| 
counts   out   the   Japanese.   But  U. 
chipmakers,     in    maintaining    the  I 
hold  on  design-  and  marketing-inte:| 
sive  segments  of  the  semiconductij 
market,   have  some  strengths  oft* 
forgotten.  Not  least  of  these  is  a  wel 
financed  educational  system  that,  t<  i 
all  its  faults,  still  tends  to  reward  inc  J 
vidual   achievement   and   creativit 
And  an  important  piece  of  those  $2: 
billion-plus    defense    budgets   filte 
down  to  the  semiconductor  crow 
indirectly  offsetting,  to  some  degre 
Japan's  low-cost-of-capital  advantag  | 

So  is  the  sun  setting  on  the  U. 
semiconductor    industry?    Rising 
more  likely.  ■ 
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IS  THERE  ANY  CARD  IN  YOUR 
WALLET  THAT  OFFERS  A  SUITE 
FOR  THE  PRICE  OF  A  SINGLE? 


Ml  ' 
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Welcome  to  the  only  card  that  offers  this 
exclusive  set  of  services  to  you,  the  business 
person.  And  with  our1-800-CLUB-INFO 
number  you're  only  a  phone  call  away 


1.  BE  REWARDED  WITH  FREE  VACATIONS 
AND  GIFTS. 


Now  just  for  charging  your  expenses  with  the 
new  Diners  Club,  receive  very  special 
rewards  like  a  free  trip  to  Hawaii,  a  35mm 
camera,  or  even  Super  Bowl  tickets. 
Welcome  to  Club  Rewards5" 


2  RELAX  IN  AN  ELEGANT  TOWN  CAR. 


Now  as  a  Club  member,  be  chauffeured 
in  luxury  for  just  a  few  dollars  more  than  a 
taxi.1  Welcome  to  Club  Chauffeurs.M 


3.  A  HOTEL  SUITE  FOR  THE  STANDARD 
PRICE  OF  A  SINGLE  ROOM. 


From  The  Mark  Hopkins  in  San  Francisco  to 
The  Regency  in  New  York,  take  advantage  of 
luxurious  hotel  suites  for  single  room  prices.2 
Welcome  to  Club  Suitess.M 


4.  KEEP  FIT  AT  SOME  OF  THE  FINEST 
HEALTH  CLUBS  ACROSS  THE  COUNTRY 


Guest  privileges  in  major  private  health 
clubs  are  available  to  our  Club  members.3 
From  Club  La  Raquette  in  New  York  to  the 
Santa  Monica  Athletic  Club.  Welcome  to 
Club  Workout  Centers5" 


5.  CONVENIENT,  FULLY-STAFFED 
BUSINESS  OFFICES  IN  MAJOR  CITIES 


As  a  Club  member,  gain  exclusive  access  to 
your  own  private  business  office,  with  full 
secretarial  services  and  conference  rooms.4 
Welcome  to  Club  Business  Officess.M 


*  *■ 


6.  SEND  EXCEPTIONAL  GIFTS  FROM 
ANYWHERE  TO  ANYONE  AT  ANY  TIME. 


It's  not  just  the  thought  that  counts.  It's  what  a 
gift  says  about  you.  Now,  a  personalized 
service  enables  you  to  send  unique  or 
unexpected  gifts.  To  enroll  call  1-800-232- 
6500.5  Welcome  to  Club  Gifts5." 
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AND,OFCOURSE,ALLTHE 

OTHER  SERVICES  THE  BUSINESS 

PERSON  SHOULD  EXPECT 


WORLDWIDE 
ACCEPTANCE 


You  can  be  sure  that  the  Diners  Club 
Card  is  honored  worldwide  at  places 
business  people  frequent  most, 
including  the  finest  restaurants  and 
hotels,  and  all  major  airlines  and  car 
rentals  throughout  the  world. 


NO  PRE-SET 
SPENDING  LIMIT 


You  can  use  the  Card  with  confidence 
because  there  is  no  pre-set  limit  on 
your  spending.  You  set  your  own 
financial  parameters  through  your 
spending  and  payment  patterns  and 
your  personal  resources. 


CLUB  PLUS 
ACCOUNT5" 


Eligible  members  can  apply 
to  extend  payment  on 
charges  over  $100  for  as 
long  as  12  months,  available 
through  a  special  arrange- 
ment with  Citibank  (South 
Dakota),  N.A.  as  creditor. 
Lines  of  credit  extend  from 
$2,000  to  $50,000. 


$650,000  AUTOMATIC 

AIR  TRAVEL  ACCIDENT 

INSURANCE 


By  far,  the  best  insurance 
offered  by  any  charge  card 
at  no  extra  cost.6 


CASH  ACCESS 
PRIVILEGES 


As  a  Club  member  you  can  cash 
personal  checks  for  up  to  $1,000  at 
participating  Citibank  branches 
worldwide.  And,  up  to  $250  per  stay 
when  you're  a  guest  at  hundreds  of 
participating  hotels.7 


INDIVIDUAL 
SIGNED  RECEIPTS 


You'll  be  glad  to  know  that  your  monthly 
statements  will  include  individual, 
signed  receipts  to  document  most 
charges.  These  receipts  are  ideal  for 
keeping  track  of  your  expenses  and 
for  tax  purposes. 


CONFIRMED 
RESERVATIONS5* 


Your  room  will  be  waiting  for  you  at 
thousands  of  participating  hotels  ai 
motels— no  matter  how  late  you  arr 
Just  call  ahead  and  ask  for  Confirm 
Reservations  on  the  Diners  Club  Cai 


NO-FEE  CITICORP 
TRAVELERS  CHECKS 


When  you  buy  Citicorp  Travelers  Che 
you  can  have  the  service  charge 
reimbursed  to  the  Diners  Club 
account. 

To  find  out  more  about  these  Club  be 
and  to  assist  you  with  your  reservatic 
call  our  Club  Representatives,  toll- 
free:  1-800-CLUB-INFO  (1-800-258-  7.L 


Diners  Club 
International® 


WELCOME  TO  HE  CLUB5 
TO  APPLY  CALL  1-800-CLUB-INFO 


"at^te;  Between  major  airports  and  downtown  business  centers  in  selected  U.S.  cities.  Subject  to  availability  during  certain  holidays  and  special  events   2  Available  Sunday  Irv 

^subject  to  availability  at  selected  premium  hotels  in  major  US.  cities   3.  Access  to  private  membership  athletic  clubs  in  selected  U.S.  cities  provided  at  a  guest  rate  Guesl  i 

Dniy  0t.those  clubs  which  are  located  at  least  50  miles  from  your  home.  4  Located  in  major  U.S.  cities  through  an  arrangement  with  HQ.  Headguorters  Companies  5.  Illinois  c 

5323  9239  ,6,  This, policy  is  underwritten  by  Commercial  Insurance  of  Newark.  N.J.  The  cost  of  the  insurance.  $.51  per  trip,  is  included  as  part  of  the  annual  Cardmembershi 

■p.  (s  riot;  available  to  Corporate  Cardmembers  or  residents  of  Mississippi.  7.  Certain  fees  and  limitations  may  apply  8  If  plans  are  changed  notify  the  hotel  before  6  p  r 
a>  resort  locations),  to  avoid  being  billed.  9.  Specific  benefits  and  rewards  are  subject  to  availability  and  may  be  changed  or  discontinued  without  notice  Call  1  800  Cl 
rnplefe  reservation  and  cancellation  policies  for  Club  Chauffeur,  Club  Suites,  and  Club  Business  Offices 


The  present  glut  of  office  space  isn't  just 
mother  case  of  wretched  excess.  This  time 
iround,  the  momentum  to  build  still  more 
pace  wont  easily  be  slowed. 

Can  you  short 
a  skyscraper? 


By  Harold  Seneker 


Andrew  Christie 


Building  to  the  sky? 

I  In  1979,  when  the  national  vacancy  rate  for  office  space  was  around 
3.5%,  only  $10  billion  a  year  was  going  into  building  more.  Now  that 
excesses  exist,  it's  running  $30  billion. 

Office  construction,  quarterly  averages 
i  (Billions  of  current  dollars,  seasonally  adjusted  annual  rate) 

35.0 
32.5 
30.0 

27.5 

25.0 
,  22.5 

20.0 
j  17.5 

15.0 

12.5 
10.0 

7.5 

s 

^j 

^ 

-j 

/ 

-v- 

\- ^ 

— N 

1 

i 

j 

,,,  .j  .. 

i 

i 

i    i  n 

i 

i     i 

fl      n 

n 

i     i 

lt±t- 

rl 

till 

i     i 

-Lru- 

JULJ 

h> 

iii 

iii 

i     l 

r-H 

i     i     i     i 

1 

i — 

n^  i 

i     i 

iii     I     i 

l 

i     i     i     i    i     i    i     i 

1             1             I             1             1             1             1    -      -    1 

\ 

r 

i        i 

i        i        i 

'79                         '80                         '81                       '82                        '83                       '84              '85 

1st  qua 

'ource:  Prudential-Bache  Securites  Inc. 

tcr 

T|  here  are  few  major  business 
centers  in  the  U.S.  where  the 
supply  of  office  space  isn't  at  or 
approaching  glut  stage.  And  still  big 
money  is  flowing  into  new  construc- 
tion, a  record  rate  topping  $30  billion 
this  year,  up  from  $9.4  billion  in  1979. 
Has  the  real  estate  community  lost  its 
collective  marbles?  Forbes  is  begin- 
ning to  think  so. 

Oh,  the  major  players — developers, 
lenders,  big-bucks  equity  investors — 
work  with  seemingly  iron  logic,  all 
right.  They  can  show  you  computer 
printouts  to  prove  it.  But  their  logic  is 
driving  them  ever  further  from  the 
reality  of  their  marketplace. 

Take  Dallas,  one  of  the  most  dy- 
namic metropolitan  economies  in  the 
country.  The  Swearingen  Co.,  a  well- 
known  Dallas  real  estate  outfit, 
counts  about  105  million  square  feet 
of  space  all  over  town.  But  17  million 
are  unrented — and  so  are  18  million 
more  under  construction.  Thirty-five 
million,  total.  "More  space  is  vacant 
or  under  construction  than  the  total 
office  space  in  Pittsburgh,"  Chairman 
Wayne  Swearingen  exclaims. 

Now,  if  Dallas  businesses  snapped 
up  18  million  feet  of  office  space  a 
year,  all  might  yet  be  well.  There,  up 
to  a  two-year  supply  of  space  is  con- 
sidered healthy.  It  won't  happen.  The 
rate  is  more  like  10  million  new  feet  a 
year,  and  today  it  takes  12  months' 
free  rent  to  move  that.  Ten  into  35 
million  is  about  a  3'/2-year  supply — if 
there's  no  recession  before  1990. 
Some  folks  in  Dallas  will  wait  a  long 
time  for  a  tenant,  and  even  longer  for 
the  rent.  As  in  Dallas,  so  in  Los  Ange- 
les, south  Florida,  and  in  between 
(Boston  and  midtown  Manhattan  are 
among  the  few  exceptions). 

True,  commercial  space  has  always 
gone  to  heart-stopping  extremes  of 
scarcity  and  abundance.  And  post- 
1980  tax  incentives  have  worsened 
the  latest  glut  (Forbes,  June  3).  But 
there  is  a  new  element  behind  the 
wretched  excess. 

The  basic  problem:  Major  office 
buildings  are  the  premier  blue-chip 
real  estate  investment  in  the  U.S. — 
and  there  is  big  money  demanding 
more  blue  chips  than  can  exist.  The 
major  players  think  office  buildings 
can't  go  wrong  in  the  long  run,  so  they 
ignore  the  evidence  of  their  senses — 
vacancy  rates  as  high  as  or  higher  than 
in  the  killer  real  estate  recession  of 
1974-75  and  headed  higher  yet  in  the 
middle  of  an  economic  expansion 
(Forbes,  May  20).  And  newcomers  lad- 
en with  money  have  rushed  in — syn- 
dicators,  foreign  investors,   corpora- 
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Which  Information  Technology  company  can 
help  reduce  your  business  communication  cost 

by  up  to  30  percent? 


For  your  information 


©1985  Harris  Corporation,  Melbourne,  Florida  32919 


lave  the  solution  to  ever- 
easing  communication  costs, 
he  Harris  20-20  Integrated 
vork  Switch,  a  fourth-genera- 
voice  and  data  switch  that  can 

users  up  to  30  percent  of  their 
thly  communication  network 
;.  Here's  how:  The  20-20  pro- 
s  direct  desk-to-desk  dialing 
tionaliry,  using  any  available 
rounications  facility.  It's  able 
tablish  complex  communica- 
routes  utilizing  supercarriers, 
ines,  WATS  and  private  lines 
eir  best  advantage— all  in 

fractions  of  a  second.  The 

t  is  a  fast,  direct  and  least- 
Johone-to-phone  connection 
nit  the  intervention  of  a 

attendant. 

i 1  hours  won't  slow  it  down. 

120-20's  ability  to  use  public  lines 
i  her  with  private  networks  is  accom- 
ied  with  no  loss  in  functionality— a 
ir  benefit  to  telecommunication  man- 
if.  It  means  networks  can  be  designed 
O'f-peak  volume  of  traffic,  using  fewer 
i  dor  dedicated  lines.  And  the  Harris 
H)  will  handle  peak-hour  traffic  by  auto- 
ijally  selecting  a  public  carrier  when 
itjisary,  which  dramatically  reduces  over- 
Immunication  network  costs. 

)  plete  compatibility  with  industry 
■iards. 

Harris  20-20  is  compatible  with  North 
iican  and  international  standards. 
\i\so  fully  compatible  with  the  routing 


network  protocols  of  switches  from  other 
vendors.  It  can  be  placed  in  a  network  with 
other  switches,  thereby  improving  network 
economics  while  utilizing  existing  equip- 
ment. And  there  is  no  worry  about  future 
growth,  because  the  20-20  can  be  expanded 
merely  by  adding  new  modules. 

Many  features  unavailable  elsewhere 
are  standard  on  the  Harris  20-20. 

The  Harris  20-20  is  designed  to  be  a  network 
switch,  an  office  PBX,  or  both  for  voice  and 
data. This  can  reduce  your  investment, 
space  and  maintenance  requirements. 


Advanced  features  include  a 
"look-ahead"  capability  to 
ensure  that  calls  are  not 
blocked  at  distant  points; 
powerful  routing  capabilities;  a 
directory  of  telephone  users' 
names  and  numbers  available 
to  a  PBX  attendant  at  the  touch 
of  a  button;  equal  access  to 
alternative  long  distance  car- 
riers and  up  to  10,000  speed- 
call  numbers  available  to  all 
system  users. 

Available  with  the  20-20  system 
is  an  advanced  family  of  Harris 
digital  telesets  which  handle 
data  as  easily  as  voice  com- 
munications. Also,  a  unique 
"PinkSlip"  service  automatically 
dispatches  messages  via  the 
Harris  20-20  to  executive 
teleset  displays. 

Leadership  in  Information 
Technology. 

Harris  has  been  dedicated  to  Information 
Technology  advancements  for  more  than 
25  years,  a  dedication  that  has  increased 
our  worldwide  sales  to  $2  billion.  In  every- 
thing from  communications  to  data  pro- 
cessing, office  automation  and  micro- 
electronics. 

To  learn  more,  contact  Harris  Corporation, 
Dept.  535,  Melbourne,  FL  32919, 
or  call  305-727-9133. 


3B  HARRIS 


tr  name  is  Harris. 


tions  trying  to  turn  their  real  estate 
people  into  a  profit  center,  even  S&Ls. 

Until  now,  big  lenders  have  been 
the  main  culprits.  Big  construction 
loans  with  floating  rates  two  or  three 
points  over  prime;  take-out  mortgages 
secured  by  nice,  safe  office  buildings; 
equity  participation — manna  from 
heaven  to  a  banker  laden  with  Third 
World  and  energy  loans. 

Yet  a  possible  additional  3'/2-year 
wait  for  cash  flow  makes  even  the 
hungriest  lender  nervous.  Now  lend- 
ers want  to  see  bigger  equity  positions 
and  preleased  tenants.  It  used  to  be 
that  when  the  lenders  started  to  puck- 
er like  this,  the  boom  was  all  but  over. 
But  now  there  are  big  all-equity  or 
mostly  equity  investors  to  keep  the 
construction  going. 

John  Dowling,  a  top-flight  commer- 
cial real  estate  broker  at  Cushman  & 
Wakefield,  one  of  the  largest  real  es- 
tate service  firms  in  the  country,  ex- 
plains: "The  big  investors  work 
through  joint  ventures  with  develop- 
ers. They  supply  the  money;  the  de- 
veloper supplies  the  expertise,  puts  up 
the  building  and  gets  a  share  of  the 
equity.  The  institution  will  protect 
itself  by  saying,  if  the  building  doesn't 
meet  our  cash-flow  requirements,  you 
have  to  make  it  up  by  turning  some  of 
your  equity  over  to  us. 

"Trouble  is,  financing  a  developer 
is  like  giving  liquor  to  an  alcoholic. 
To  him,  this  is  a  no-lose  proposition. 
He  has  an  organization  to  pay  and 
keep  busy,  and  he  will  get  fees  to 
develop  and  build  that  will  substan- 
tially cover  his  costs.  If  by  some 
chance  the  building  should  work  out, 
he  stands  to  make  a  lot  of  money.  But 
even  if  it  fails,  he's  still  met  his  pay- 
roll. And  the  investor  is  happy  be- 
cause he's  getting  some  or  all  of  the 
builder's  equity." 

Up  in  New  York  sits  Glen  Cover- 
dale,  executive  vice  president  and 
main  real  estate  officer  for  Metropoli- 
tan Life  Insurance  Co.  The  hushed 
tones,  the  dark  wood  paneling — ev- 
erything exudes  conservatism  except 
the  action.  Metropolitan  just  might 
be  the  biggest  real  estate  investor  in 
the  country.  It  put  over  $1  billion  into 
office  buildings  last  year  nation- 
wide— some  debt,  mostly  equity.  This 
year?  "I  originally  expected  it  to  be 
less,  but  so  far  it's  proving  to  be  quite 
a  bit  more."  Why  so  much  real  estate? 
Simple,  says  Coverdale.  Higher 
yields,  an  inflation  hedge.  "Over  time 
it  will  tend  to  produce  a  reasonably 
good  rate  of  return.  We  want  at  least  a 
6%  return  from  it  after  inflation." 
Sounds  conservative  on  the  surface, 
but  can't  you  get  that  with  Treasury 
bonds?  He  pounces.  "But  what  return 
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"We're  going  to  catch  the  curve" 


Fl  or  15  years  R.W.  (Rusty) 
Wortham  III  has  been  a  builder 
in  and  around  Houston.  Now  that 
Houston  is  a  synonym  for  overbuilt 
office  markets,  is  Rusty  marking 
time?  Nope.  Last  fall  he  started  a 
$250  million,  1 -million-square- 
foot  office  tower  downtown. 

"We  like  to  think  we're  going  to 
catch  the  curve,"  he  exclaims. 
"Sure,  things  are  bad  now,  but  you 
have  to  look  at  the  probable  mar- 
ket when  our  building  is  finished 
in  1987.  You  get  the  best  studies 
money  can  buy.  All  this  Class  A 
space  is  disappearing."  He  hasn't 
tried  too  hard  to  line  up  tenants  in 
advance.  "We  couldn't  get  a  decent 
rate  now.  But  we  will  then." 

Others  look  around  Houston  and 
think  there's  at  least  a  four-year 
supply,  or  more.  That's  assuming 


no  recession  for  four  years. 

Also,  there's  the  little  matter  of 
income  and  outgo.  Bank  of  Amer- 
ica is  lending  him  $250  million  to 
build.  Convert  that  into  a  long- 
term  mortgage  in  1987  at,  say. 
10% — mortgage  money  has  not 
been  that  cheap  since  the  late 
1970s — and  he  would  still  need 
rents  of  nearly  $30  a  square  foot  to 
break  even.  Now,  you  can  get  $25 
on  paper — and  you  have  to  give  up 
a  third  of  that  in  concessions  to  get 
a  tenant  to  sign  the  paper. 

"If  a  builder  wants  to  build  a 
project,"  Rusty  confesses,  "and  his 
banker  says,  'Here's  the  money,' 
the  builder  will  generally  go  do  it." 

Yet  even  he  can  be  daunted. 
"Looking  at  the  scene  up  in  Dal- 
las," he  observes,  "I  sure  would  get 
nervous  if  I  were  them." — H.S. 


Houston  builder-developer  R.W.  (Rusty)  Wortbam  III 
He'd  be  nervous  if  he  were  up  in  Dallas. 


a  i 


Dan  Connolh  Gamma-Uateod 


will  you  get  from  Treasurys  if  the 
inflation  rate  doubles?"  he  demands. 
"That's  the  reason  long-term  financ- 
ing is  disappearing  in  this  country,  the 
risk  of  fixed-return  versus  inflation." 

He  leans  back  in  his  seat.  "A  well- 
located,  well-conceived,  well-built 
property,  over  the  long  run,"  he  re- 
cites, "will  be  profitable.  .  .  .  You 
have  to  look  over  the  cycles  over  a 
long  enough  period.  ..." 

Yields  are  scraping  close  to  his 
minimum  return,  but  he  is  untrou- 
bled. His  is  the  view  across  the  ages. 
He  pronounces  this  market  "not  terri- 
bly distressed."  Even  if  to  others  it 
looks  like  imminent  disaster. 

But  wait.  How  do  you  decide  if  a 
$50  million  or  $100  million  invest- 


ment— these  are  big-ticket  items — ii 
today's  overdone  market  really  make 
sense  "over  cycles"?  Surely  mor 
than  faith  and  good  location  are  be 
hind  a  near-$l  billion  annual  buy-up 

The  answer  is  something  called  ex 
pected  internal  rate  of  return,  and  yoi 
really  need  a  computer  to  calculate  i 
in  detail.  It  underlies  much  of  what  i 
going  on  here. 

Here's  why:  It's  based  not  on  what' 
happening  today,  but  on  what  yo; 
think  is  going  to  happen  maybe  te; 
years  down  the  road.  You  project  as 
sumed  rents  year  by  year,  assume* 
expenses,  assumed  occupancy  rates 
how  long  it  will  take  to  rent  up  a  nev 
building,  a  market  value  for  tha 
building  ten  years  hence.  You  als 
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ake  assumptions — talk  about  crys- 
l-ball-gazing — about  inflation  rates 
r  ten  years.  Then  you  pick  the  mini- 
um rate  of  return  you  want — the 
wer  you  go  the  more  aggressive  you 
e,  so  Coverdale  at  6%  real  return  is 
ing  aggressive — and  you  use  that  to 
scount  everything  back  to  its  pres- 
t  value.  Presto!  The  numbers  give 
iu  an  investment  decision. 
"If  you're  trying  to  say  it's  very 
aky,  you're  right,"  says  Joyce  Gei- 
r,  director  of  market  analysis  at  the 
sw  York  headquarters  of  real  estate 
oker  Cushman  &  Wakefield.  She  is 
;11  schooled  in  the  concept  and 
tned  with  a  computer,  too.  Small 
anges  in  assumptions  about  infla- 
>n  or  cost  control  or  minimum  re- 
rn,  she  notes,  can  make  a  big  differ- 
ce.  A  low  enough  required  return 
a  make  a  proposed  building  seem  a 
reaming  bargain. 

So,  even  as  overbuilt  markets  scare 
iders,  they  can  still  draw  institu- 
mal  equity  investors — insurance 
mpanies,  large  pension  funds,  the 
;asional  S&.L.  Sure,  things  are  terri- 
:  in  the  short  run.  Maybe  the  cash 
w  will  be  zero  or  negative.  But  with 
igations  going  maybe  15  or  20 
irs  out,  you  have  to  think  in  the 
lg  run,  don't  you?  And  if  real  estate 
jities  are  maybe  6%  or  7%  of  the 
al  portfolio,  how  much  are  you 
lly  risking  anyway? 
The  same  market  looks  totally  dif- 
Ent  to  someone  whose  personal  for- 
le  is  on  the  line.  Like  San  Francis- 
s  Walter  Shorenstein,  who  is  worth 
tie  $300  million,  all  made  from  of- 
buildings. 

Right  now,  real  estate  is  compara- 

to  the  stock  market  in  the  late 

0s,  when  stocks  had  a  historically 

multiplier,"   says   Shorenstein. 

took  stocks  many  years  to  justify 

se  multipliers.  As  for  real  estate, 

ts  are  not  keeping  up  with  costs, 

some  buildings  will  have  to  exist 

h  a  negative  cash  flow." 

learly,  a  recipe  for  a  bust.  Why, 

i,    is    Walter    Shorenstein    stili 

:ding?   He   shakes  his   head  and 

lies.  "We  have  an  organization  to 

D  ntain,  and  we're  in  a  position  to 

k  ar-average.  We  do  only  the  proj- 

:c  our  cash  flow  can  absorb." 

therwise,  in  Shorenstein's  view, 
'\ien  people  ask  my  opinion  about 
nesting  in  [commercial]  real  estate, 
n  le  short  run  I  say,  buy  bonds.  .  .  . 
d|tie  long  run,  the  analysis  is  very 
lii-.rent,  assuming  a  return  of  infla- 
ic,  but  that  requires  deep  pockets  to 
:a;talize  on  the  situation.  I  am  con- 
ned about  the  people  who  don't 
lft:  experience  or  deep  pockets  in 
ill  business."  ■ 
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HOTEL 

:aathe 

NEW  YORK 


A  class  of  one  in  New  York. 
A  class  of  two  in  the  world. 


Hotel  Plaza  Athenee 

37  East  64th  Street 

New  York,  New  York  10021 

212-734-9100 


Hotel  Plaza  Athenee 

25  Avenue  Montaigne 

75008  Paris 

723-78-33 


I  TRUSTHOUSE  FORTE  EXCLUSIVE  HOTELS® 
Toll-free  800-223-5672 


A  FATHERS  DAY  TOAST 

TO  THE  FATHER  OF  THE  MARTINI. 


Jerry  Thomas  was  a 
colorful  19th-century 

bartender  in  San  Francisco. 
He  concocted  the  first 
martini  to  cheer  a  weary 
traveler  on  his  way  to  an 
outlying  village  called  Martinez— which  is 
how  the  martini  got  its  name. 

Thomas'  creation  was  not  confined  to 
California  for  long.  Today  it  is  the  most  highly 
esteemed  cocktail  in  America.  Especially 
when  called  for  by  its  first  name:  Beefeater.® 
So:  a  salute  to  Jerry  Thomas,  from  the  gin 
that's  done  the  most  to  immortalize  his 
genius. 

To  send  Dad  a  gift  of  Beefeater  anywhere, 
dial  1-800-238-4373    (Void  where  prohibited.) 


BEEFEATER*  GIN 

The  Crown  Jewel  of  England.' 
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"At  Greyhound,  we  believe  in 
renewing  our  company  day  by  day. 


John  W. n  its 

J  J  Chairman  of  the ,  \rd 

i         and  Chief  Executive  ( >:# 


At  Greyhound,  we  believe  a  company's  life  is 
measured  not  in  years,  but  in  its  ability  to  meet  the  newly- 
emerging  needs  of  consumers  for  different  goods  and 
services.  This  means  asking  ourselves  every  day  who  we 
are  and  what  we  do. . . 

Renewing  our  company  day  by  day  is  more  than 
just  asking  introspective  guestions,  however.  It  involves  a 
determination  to  act  on  the  answers!  That  is  why  today's 
Greyhound  is  a  broadly-based,  multi-industry  corporation 


Sstoci 


which  has  become  a  respected  name  in  fields  as  diverse 
capital  eguipment  leasing,  bus  manufacturing,  mortgage 
insurance,  money  transfers,  food,  soap,  food  service,  trai 
portation  and  other  service  businesses. 

It  is  also  why  we  are  no  longer  in  some  13  other 
businesses  and  operations  divested  over  the  last  two  yes 


Divestitures  involving  $300  million  in  assets,  $2  billion  in  '<. 
revenues  but  only  $12  million  in  profit. .  .a  4%  return.  The 
resources  realized  from  those  divestitures  are  now  being 
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•new 


Vsted  where  the  funds  will  generate  new  growth  for 
pes  to  come. 

H  The  bottom  line  at  Greyhound  is  a  realization  that  we 
*>t  be  content  with  a  continuation  of  things  as  they  are,  no 
tr  how  satisfactory  they  may  have  been  in  the  past.  Today, 
ij J st  turn  in  the  direction  of  those  businesses  and  activities 
i  hold  the  promise  of  long-term  growth  and  renewal,  and 
ius  new  profit  potential. 


The  Greyhound  Corporation 

A  company  for  the  eighties. 


McKesson  Corp.  learned  two  valuable  les- 
sons from  its  brush  with  Victor  Posner:  Stick 
to  your  knitting  and  fight  to  the  finish. 
Those  lessons  seem  ready  to  bear  fruit. 

Distribution 
income 


McKesson  Chairman  Neil  Harlan  and  President  Tom  Field 
"We  can  apply  the  system  to  all  kinds  of  businesses. 


By  Anne  Bagamery 


Y1  OU  EXPECT  TOUGH  TALK  from 
an  executive  who  fought  Victor 
Posner  in  the  trenches  for  six 
years  and  sent  him  scurrying.  Neil 
Harlan  doesn't  disappoint. 

"Anybody  who  doesn't  prepare  [for 
a  raider)  is  living  in  a  dream  world," 
growls  Harlan,  former  Army  captain, 
ex-Harvard  business  professor,  former 
McKinsey  &  Co.  director  and,  since 
1979,  chairman  of  San  Francisco's 
McKesson  Corp.  (fiscal  1985  rev- 
enues: $4.9  billion).  Harlan,  64,  adds 
this  terse  counsel:  "Any  company 
that  doesn't  stick  to  what  it  does  best 
is  inviting  trouble." 

What  Harlan  thinks  McKesson  does 
best — apart  from  repulsing  Posner, 
whom  Harlan  beat  in  the  courts  and 
who  finally  swam  away  in  1981 — is 
value-added  distribution.  Harlan  buys 
liquor,  drug,  health  and  beauty  items 
and  chemicals  wholesale.  He  holds 
the  inventory  in  McKesson's  219 
warehouses,  then  marks  them  up  at  a 
discount  from  retail.  His  customers 
are  small  manufacturers,  single-store 
retailers  and  smaller  chains  that  lack 
the  purchasing  power  and  inventory 
sophistication  of  large  outfits. 
McKesson  provides  computer  print- 
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outs  of  inventory  and  price  changes, 
including  manufacturers'  specials  and 
rebates  ("which  can  change  weekly," 
President  Thomas  Field  reminds).  It 
prints  price  tags  and  supplies  wand- 
readers  for  stock  people,  and  even 
makes  emergency  deliveries  if  a  cus- 
tomer runs  short  or  a  fire  wipes  out 
inventory  overnight. 

All  that  hand-holding  doesn't  come 
cheap,  but  it  makes  nice  money. 
McKesson's  drug  distribution  busi- 
ness earned  $70  million  pretax  last 
year  on  $676  million  in  assets.  Bever- 
age distribution,  including  imported 
beer  and  wines,  specialty  liquors  and 
bottled  water,  earned  $56  million  pre- 
tax on  assets  of  $279  million. 

But  net  earnings,  because  of  write- 
offs of  divested  operations,  have  been 
erratic.  In  its  fiscal  year  that  ended 
Mar.  31,  net  fell  5%,  to  $65  million,  or 
$3.37  per  share,  on  a  15%  sales  in- 
crease. But  the  company  throws  off 
around  $6  a  share  in  cash  flow  from 
operations  and  pays  out  $2.40  a  share 
on  the  common.  Analysts  predict  net 
will  rebound  to  $3.65  a  share  this  year. 
Recently  trading  at  44,  McKesson 
wasn't  far  from  its  1983  high  of  48. 

McKesson  used  to  be  Foremost- 
McKesson.  We  emphasize  the  past 
tense.   Over  the   years,    Harlan  has 
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hived  off  pieces  of  the  old  compan 
that  didn't  fit  his  distribution  visioi 
Gone  are  Foremost  Dairies,  C.J 
Mueller  Corp.,  food  processing  an 
home  building — in  all,  over  30%  ( 
the  old  company's  assets.  He  sold  pa; 
tamaker  C.F.  Mueller  to  CPC  Intern; 
tional  for  $125  million  in  1983.  I 
April  CPC  International  sued  McKe; 
son  and  its  investment  bankers,  Mo 
gan  Stanley,  for  $76  million,  claimin 
they  fudged  Mueller's  number 
"Whatever  happened  to  due  dil 
gence?"  is  Field's  hard-nosed  retort  i 
he  and  Harlan  prepare  to  fight  th 
action  in  the  New  York  courts. 

Harlan  has  ambitions.  To  furthe 
them,  he  hired  away  Field,  51,  froi 
the  presidency  of  American  Ston 
last  July  to  be  McKesson's  presider 
and  chief  operating  officer. 

The  two  then  hit  the  acquisitio 
trail.  With  a  vengeance.  They  bouj ' 
a  Florida  drug  wholesaler  and  a  50 
interest  in  an  inventory-control  sof 
ware  firm.  In  April  they  paid  $1 
million  cash  for  Spectro  Industries, 
$450  million  (sales)  Jenkintown,  Pa 
based  drug  and  medical  equipmer 
distributor.    They    followed   with 
$100   million   (in   McKesson   stoc) 
purchase  of  Mass  Merchandisers  Inc 
an  Arkansas  health,  beauty  product 
housewares  and  hardware  distribute 
and  14  days  later  ponied  up  anoths 
$80  million  cash  for  S-P  Drug  Co., 
distributor  of  health,  drug  and  beau 
products  in  the  New  York  City  area 

Harlan  is  sticking  to  his  knittinj 
all  right.  But  his  ball  of  yarn  is  gettir 
pretty  big.  "We  have  no  other  acti\ 
candidates,"  says  Harlan.  "But  we  a! 
constantly  looking." 

Harlan  and  Field  wax  almost  evai 
gelical  over  the  "McKesson  system  ■ 
value-added  distribution."  Says  H; 
Ian:   "With  a  network  like  ours 
place,  we  can  apply  the  system  to  a 
kinds  of  businesses." 

Not  quite  all.  Chemicals  is  one 
McKesson's  oldest  businesses  and  i 
least  profitable.  The  problem,  sa^ 
Harlan,  is  that  centralized  purchasir 
and  computerized  inventory — whic 
work  in  drugs,  cosmetics  and  liquor- 
doesn't  -work  as  well  in  chemical 
Chemicals  "is  more  of  a  regional  bus 
ness,"  Harlan  explains.  "The  texti 
plant  in  North  Carolina  doesn't  ne< 
the  same  things  the  mining  compar  [%\ 
in  eastern  California  does."  He  add 
"We'll  give  it  time — months,  may! 
years.  But  I  hope  our  history  shows  v 
will  not  be  afraid  to  make  the  ha: 
decision  [to  get  out  of  chemicals] 
it's  warranted." 

Just  the  kind  of  talk  you  would  e 
pect  from  a  fellow  who  went  to  the  m 
with  Posner  and  came  out  on  top.  ■ 


FORBES,  JUNE  17,  19* 


rarfc 


Managing  The  New  Health  Care.  §1  in  a  Series. 


THE  NEW  HEALTH  CARE. 


THE  GAME  LOOKS  FAMILIAR, 
BUT  THE  RULES  HAVE  CHANGED. 


luddenly,  people  are  shopping  for  one- 
top,  one-price  health  care.  Hospitals 
pre  competing  for  patients.  Even 
actors  are  advertising. 

And  if  that  isnt  confusing 
nough,  the  market  has  cooked  up  an 
Iphabetsoup  ofPPOs,  HMOs, 
()RGs.  And  thatsjusta  taste. 

Whais  going  on  is  a  revolution, 
tlothing  less.  These  new  names,  new 
urograms,  new  roles  are  the  most  visi- 
me  evidence  of  a  fundamental  restruc- 
turing of  health  care. 

Why  the  revolution  is  happen- 
mg  and  where  its  leading  are  critical 
mtestions  for  anyone  who  has  a  stake 
m  this  400  billion  dollar  industry. 
\\nd  the  fact  is,  we  all  do. 

As  the  people  who  introduced 
me  concept  of  health  insurance  some 
W  years  ago,  the  Blue  Cross  and 
Mue  Shield  organization  is  uniquely 
'  lalified  to  help  you  understand— 
md  manage— The  New  Health  Care. 


Buyers  are 
calling  more  of  the  shots. 

Today,  the  role  of  establishing  health 
care  costs  is  shifting  away  from 
those  who  provide  (doctors,  hos- 
pitals and  other  health  care  profes- 
sionals) and  toward  those  who  buy. 

The  result  is  that  medical 
care  is  moving  into  new  places  and 
new  forms.  It's  a  move  back  to 
where  the  people  are.  And,  it's  a 
more  rational,  personal  system  of 
quality  health  care. 

The  New  Health  Care 

is  the  old  caring, 
plus  new  managing. 

Now,  health  care  is  managed  with 
an  eye  on  the  economic  outcome, 
as  well  as  the  medical  outcome. 
Managed  care  is  a  concept 
introduced  by  the  Blue  Cross  and 
Blue  Shield  organization  to  deliver 
all  the  care  that  is  medically  needed, 
for  as  long  as  it  is  needed — but  not 
a  day  or  a  dollar  more.  Each  of 
our  90  Plans  across  the  country  has 
particular  programs  to  help  you 
better  manage  care. 


The  New  Health  Care 

takes  care  of 
people  and  business. 

The  New  Health  Care  works 
because  all  the  parties— providers, 
employers,  employees,  and  insurers 
—  work  together. 

It  offers  you  the  chance  to 
manage  health  care  more  rationally, 
confidendy  and  economically. 

Want  to  know  more? 
We  can  take  care  of  you. 

The  Blue  Cross  and  Blue  Shield 
organization  is  well  prepared  to 
help  you  understand  —  and  man- 
age—The New  Health  Care. 

After  all,  we  developed  and 
refined  many  of  today's  health  care 
programs.  And,  we  invented  the 
newest  forms  of  health  care  financing. 

It's  all  part  of  our  continuing 
effort  to  provide  peace  of  mind  to 
the  nearly  80  million  Americans  who 
carry  our  card,  the  Caring  Card. 

For  more  information,  write 
Blue  Cross  and  Blue  Shield  Associa- 
tion, P.O.  Box  527,  Glenview,  IL  60025. 
Carry  the  Caring  Card™ 


Home  video  recorder  sales  are 
immense  right  now,  but  market 

saturation  is  nigh.  For  those 

selling  programming,  however, 

the  party  is  just  beginning. 

Hard 

dollars 

in  video 

software 

By  Alex  Ben  Block 

Wl  e're  not  going  to  waste  a  lot  of  time 
telling  you  sales  are  booming  for  videocas- 
sette  recorders,-  you  already  know  that.  So  do 
the  Japanese  manufacturers  that  dominate 
the  business.  The  Japanese,  aware  that  mar- 
ket saturation  is  only  a  few  years  away,  have  allowed  the 
Koreans  into  the  business  starting  this  year,  which  is 
likely  to  drive  prices  down  even  further  and  fuel  even 
higher  sales.  By  year's  end  there  will  be  over  23  million 
VCRs  in  U.S.  homes.  By  the  early  1990s,  says  media 
analyst  Paul  Kagan,  70%  of  U.S.  homes  will  have  a  VCR. 

But  now  the  fun  really  begins.  Suppose  Kagan  is  right  on 
his  70%  penetration  figure.  That  suggests  almost  70  mil- 
lion VCR  households  in  the  U.S.  alone.  What  will  people 
do  with  them?  Time-shift,  of  course;  that  is,  record  pro- 
grams that  come  at  inconvenient  times  and  watch  them  at 
their  convenience.  Watch  movies  and  Jane  Fonda's  work- 
out tapes. 

Beyond  that?  Beyond  that  is  a  $7  billion  to  $10  billion 
question,  because  once  people  have  these  wonderful  ma- 
chines, they  are  not  going  to  let  them  sit  idle,  nor  will  they 
be  content  just  to  catch  last  Sunday's  football  game  Thurs- 
day night. 

According  to  a  Goldman,  Sachs  analyst,  prerecorded 
cassette  sales  could  hit  29  million  units  this  year,  at  an 
average  wholesale  price  of  about  $37.  That's  well  over  $1 
billion.  A  conservative  estimate  puts  the  probable  sales  of 
blank  tapes  at  about  120  million.  That's  another  half- 
billion  dollars  or  so  at  wholesale.  And  the  business  is  only 
in  its  early  stages. 

Where  will  the  programming  come  from?  Who  will 
distribute  it?  Not  the  Japanese  and  Koreans.  They  own  the 
hardware  market,  but  for  cultural  reasons  and  reasons  of 
experience,  the  gaping  hole  for  product  will  be  filled  by 
clever  American  producers,  marketers,  distributors  and 
retailers,  scores  of  whom  have  already  become  million- 


aires virtually  overnight. 

Consider  the  case  of  Cleveland's  Larry  Beyer.  In  1979, 
when  there  were  only  about  250,000  VCRs  in  the  whole 
country,  Beyer  was  importing  artificial  flowers  from  Eu- 
rope. Business  was  all  right  but  not  spectacular,  so  he  was 
interested  when  his  friend  Jay  Schultz  proposed  starting  a 
new  venture.  They  formed  ZBS  Industries  and  began  dis- 
tributing uncut  feature-length  films  on  cassettes  to  the 
handful  of  video  specialty  shops  that  had  sprung  up  in  the 
greater  Cleveland  area.  ZBS'  first-year  sales:  $1  million. 
Sales  in  1982:  $10  million.  Then  the  market  exploded,  and 
ZBS'  sales  began  to  double  annually.  Beyer's  estimate  of 
this  year's  sales:  $80  million.  Beyer  won't  say,  but  he 
probably  grosses  about  25%  pretax  profit  on  sales.  VCRs 
are  already  producing  centimillionaires. 

Or  take  the  father  and  son  team  of  Jack  and  Jim  Silver- 
man of  Los  Angeles.  The  Silvermans  had  been  electronics 
and  videocassette  distributors  in  Iowa,  but  sold  their  busi- 
ness and  in  January  1984  invested  about  $1  million  to  start 
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-owserspick  through  the  prerecorded  videocassettes  at  a  Tower  Video  store  in  New  York  City  on  a  Saturday  afternoon 
VCR  is  sold  only  once,  but  the  machine  owner's  appetite/or  entertainment  is  insatiable. 


ontinental  Video.  They  bought  up  cassette  rights  to  a 
pnch  of  grade-B  movies,  then  hit  it  big  when  they  ac- 
Irired  the  rights  to  the  "ABC  Olympic  Highlights"  cas 
jftte.  In  a  few  weeks'  time  last  fall  the  Silvermans  unload- 
jl  130,000  copies  at  a  list  price  of  $29.95  each.  Forbes 
kesses  that  a  $1  million  cash  investment  doubled  for  the 
flvermans  almost  overnight.  Then  they  turned  around 
id  sold  Continental  to  the  Cinema  Group,  a  limited 
Ttnership  started  by  Merrill  Lynch  to  invest  in  show 
isiness.  The  Silvermans  reportedly  cleared  at  least  $5 
Sillion  on  the  sale.  They  will  stay  on  to  run  Continental, 
hich  now  will  have  the  money  to  bid  against  the  studios 
jr  video  rights  to  top  movies. 

In  Indianapolis,  Jim  Kartes,  a  former  CBS  News  camera- 
■  an,  who  heads  Kartes  Video  Communications,  Inc.,  says 
i  will  sell  some  4  million  cassettes  this  year,  netting  an 
•  erage  of  perhaps  $5  per  tape.  Most  will  be  classic  films 
I  picked  up  for  free  and  is  selling  through  bookstores. 
Erol's,  the  55-store  chain  privately  owned  by  Washing- 


ton, D.C.'s  Onaran  clan,  is  shifting  away  from  VCR  hard- 
ware sales  while  opening  more  than  50  new  videocassette 
retail  outlets  this  year  alone,  with  plans  for  twice  that 
many  next  year.  Max  Onaran,  Erol's  general  sales  manager 
and  the  founder's  son,  says  his  chain  will  gross  around 
$100  million  this  year. 

Yesterday  cable  TV  was  touted  as  the  wave  of  the  future. 
That  wave  has  receded  somewhat.  Now  all  eyes  are  on 
cassettes.  Says  Paul  Klein,  former  head  of  programming  at 
NBC  and  former  president  of  Playboy  Video:  "I  never 
thought  there  would  be  a  videocassette  business.  The 
consumer  has  to  make  his  choices  so  far  in  advance  and 
has  to  get  up  and  go  someplace  to  get  a  cassette.  To  me,  an 
electronic  delivery  system  [like  cable  TV]  makes  a  lot 
more  sense.  But  obviously,  at  least  for  now,  I'm  wrong. 

"When  video  recorders  first  came  along,"  Klein  contin- 
ues, "women  wanted  the  VCR  to  time-shift  so  they 
wouldn't  miss  the  soaps,  and  men  wanted  it  to  watch  hard- 
core sex  in  the  privacy  of  their  own  home.  But  now,  with 
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all  the  other  programs  on  cassettes,  things  have  changed.  I 
think  there's  probably  no  way  of  stopping  this  business." 

Instead  of  trying  to  stop  it,  Klein  has  joined  it.  His 
company,  PKO  Television  Ltd.  of  New  York,  is  putting  R- 
rated  romance  novels — "with  a  lot  of  sex  and  nudity" — on 
cassettes  and  selling  them  by  mail  order  for  $19.95,  only 
$5  over  wholesale.  Why  so  cheap?  Explains  Klein:  "We've 
been  trying  to  build  up  a  mailing  list  of  VCR  owners  who 
are  interested  in  owning  videocassettes,  so  we  charge 
modestly  to  lure  them  in." 

What  enchants  shrewd  media  entrepreneurs  like  Klein 
is  the  power  the  VCR  gives  tube-watchers  over  what  they 
watch.  In  the  1960s  Klein  coined  "The  Least  Objection- 
able Programming"  theory,  meaning  that  most  people 
loved  watching  TV  so  much  that  they  would  settle  for 
anything  that  didn't  seriously  offend  them.  Klein  now 
feels  that  VCRs  stand  the  old 
Least  Objectionable  Pro- 
gramming theory  on  its  head. 

"We  have  entered  the  era 
of  video  on  demand,"  agrees 
Frank  Biondi,  one  of  the 
founders  of  HBO  and  now  an 
executive  vice  president  in 
Coca-Cola's  entertainment 
division.  "You're  seeing  the 
VCR  used  to  extend  a  kind 


Up,  up  and  away — for  now 


About  9.2  million  of  more  than  11  million  video- 
cassette  recorders  that  will  be  sold  in  the  U.S.  this 
year  will  be  purchased  by  first-time  VCR  owners. 
While  VCR  unit  sales  will  remain  strong  over  the 
next  decade,  the  number  of  first-time  buyers  will 
drop  off  sharply  after  1989.  As  Korean-made  VCRs 
hit  the  market,  prices  should  drop  even  further. 
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of  primal  consumer  in- 
stinct to  have  what  they 
want  when  they  want 
it.  .  .  .  This  is  the  consum- 
er unleashed.  Once  you 
give  him  choices,  he  just 
wants  more  choices." 

When  TV  is  free,  as  in 
network  broadcasts,  Least 
Objectionable  Program- 
ming prevails.  But  the  bet- 
ting is  that  Americans  will 
lay  out  billions  to  rent  and 
buy  VCR  software  that 
will  give  them  what  they 
want  when  they  want  it. 

First-run  and  classic 
films  will,  no  doubt,  con- 
tinue to  be  big  sellers.  Two 
years  ago  a  successful  new 
film  might  have  sold  50,000 
videocassette  copies  in  the 
first  month  of  release.  Re- 
cently The  Terminator  quick- 
ly sold  over  150,000  copies, 
The  Karate  Kid  sold  175,000 
copies  and  Gone  With  The  Wind  sold  more  than  225,000 
copies,  according  to  Doug  Kirschner  of  Video  Insider  maga- 
zine. At  wholesale,  GWTWhas  already  grossed  $10  million. 
Not  bad  for  a  45-year-old  movie  that  long  since  made  back 
its  cost  many  times  over.  Last  year  CBS/Fox  set  a  world- 
wide record  when  it  paid  George  Lucas  $12  million  for 
video  rights  to  The  Empire  Strikes  Back.  Embassy  Home 
Entertainment  recently  paid  $5  million  for  U.S.  video 
rights  to  The  Cotton  Club,  a  box  office  bomb.  The  stakes 
keep  mounting. 

But  look  at  the  returns.  CBS/Fox  has  already  moved 
some  350,000  copies  of  The  Empire  Strikes  Back  and  is 
probably  already  well  into  a  profit.  The  tape  will  sell  out  of 
the  company  catalog  for  years  more,  and  it  will  be  almost 
pure  gravy. 
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Source:  Paul  Kagan  Associates 


VCR  screens  would  soon  go  blank.  Keeping  them  lighted 
both  a  tremendous  challenge  and  a  tremendous  opportui ! 
ty.  "In  about  2  to  2lA  years  the  major  studios  will  ha 
released  the  best  of  their  libraries,"  predicts  Robin  Mor 
gomery,  senior  vice  president  at  Embassy  Home  Entert 
ment.  What  then?  "The  real  marketers  will  have  to  stai 
up  and  prove  themselves."  And  what  a  potential  audiem 
Seventy  million  homes  in  the  U.S.  alone. 

As  the  price  of  cameras  comes  down,  VCRs  will  take  t 
place  of  the  old  home-movie  screen,  now  almost  defuni 
New  parents  will  rush  to  buy  them  along  with  the  cri 
and  booties.  The  market  for  blank  tapes  will  probat  j  - 
continue  to  climb  further.  But  tapes  are  already  becomi:  j  -;I 
a  commodity.  As  always,  the  big  money  will  be  in  valu|  ™ 
added  programming — software  for  the  VCR. 
Currently  about  400  new  prerecorded  cassettes  are  bei:  j 
chare  by  Andrew  chris.,e      released    each    month.    Ac- 
cording  to    an    analysis  '.,  jo; 
Home  Viewer  magazine,  abo    ,  ir 
70%  are  feature  films,  15    H 
are  X-rated,  8%  are  for  ch,  L 
dren,   5%   video  music  ai 
2%  instructional  or  how- 
tapes.  As  the  backlog  of  c 
movies  evaporates,  the  p<    w 
centage  of  kids',  music  ai 
how-to  programming  w 
rise  sharply. 

Dad  can  now  rent  a  mc 
ie  for  $2  that  will  enterta 
the  entire  family.  A 
when  the  kids  go  to  bet 
dad  and  mom  can  tu 
themselves  on  with  a  litt 
sex  and  nudity.  The  whc 
evening  will  run  may 
$5 — about  the  cost  of  a  si 
gle  first-run  movie  ticked,  ereis 

Home  video  doesi 
need  40  million  viewevjj„n]l 
for  a  hit.  A  quarter  of4etu 
million  cassette  sales  m 
$59.95  would  be  a  smash  ,jUm 
over  $10  million  at  who!  |  qqq 
sale.  This  permits  plen  ^ 
of  specialization.  If  S',^ 
doesn't  turn  you  on,  w  nsj 
probably  will.  L 

"The  hottest  special-intt  , 
est  genre  of  all  right  now  tp 
war,"  says  Embassy's  Rob  ^ 
Montgomery.    Embassy  hL,,, 


Cumulative  VCR  homes 
Shipped  to  dealers 

7 


t't't  ""i  7 


^/ 


bought  up  the  cassette  righ 
to  the  old  Victory  at  Sea  series,  is  moving  the  tapes  at  $19.! 
and,  says  Montgomery,  "We  can't  make  them  fa 
enough."  She  adds  that  Embassy  also  has  Vietnam:  7 
10,000-Day  War  and  just  bought  video  rights  to  Ameria 
Caesar,  William  Manchester's  excellent  biography  of  Ge 
eral  Douglas  MacArthur,  to  retail  at  $29.95  starting 
August.  CBS/Fox  affiliate  Key  Video  is  putting  out  a  pac 
age  composed  of  four  old  war  movies:  D  Day — The  Sixth 
June,  Stopover  Tokyo,  Hell  to  Eternity  and  Hitler. 

Too  young  for  war,  too  blase  for  sex?  Try  Jim  Kartes'  3 
cassette  how-to  series  for  homeowners.  Titles  range  fro 
"Bathroom  Repairs"  to  "Decoupage,  Framing  and  M; 
ting"  and  retail  for  $9.95  at  your  local  hardware  store. 

Kartes,  who  is  rapidly  becoming  the  Henry  Ford 
specialty  video  programming,  got  started  in  1977  by  reles 
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But  if  they  depended  on  movies  alone,  those  70  million    ing  videotapes  of  classic  movies  that  had  fallen  into  tJ  ^i 
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Tape-measured  success 


At  first,  blank  tape  sales  soared  because  the  VCR's 
primary  use  was  to  record  programs  off  the  air. 
Now  that  lots  of  programming  is  on  video,  sales  of 
prerecorded  cassettes  are  growing  even  faster. 
While  blank  tape  prices  have  leveled,  prices  of 
prerecorded  tapes  declined.  As  always,  the  big 
money  will  be  made  in  value-added  programming. 


Unit  sales  Average 

to  dealers  (millions)     wholesale  price 

1 


125 


Blank 

cassettes 


100  - 


blic  domain  because  the  proper  owners  had  failed  to 
lew  their  copyrights.  When  you  see  an  old  British  film 
;e  The  Scarlet  Pimpernel  at  $19.95,  it  is  probably  such  a 
pyright-expired  film.  Now,  with  more  than  a  dozen 
mpetitors  offering  the  same  titles,  Kartes  is  moving  into 
aer  "collectibles"  like  his  eight-volume  series  "The  Big 
nds."  Kartes  has  been  a  leader  in  lowering  prices  and 
couraging  direct  sales,  rather  than  rentals,  primarily 
rough  bookstores.  During  the  past  15  months  Kartes 
:imates  he  has  sold  over  1.5  million  cassettes  through 
out  2,000  bookstores  and  an  equal  number  through 
me  4,000  other  retail  outlets  ranging  from  drugstores  to 
permarkets.  He  expects  to  gross  $40  million  this  year, 
ipping  over  4  million  cassettes. 

From  his  base  in  Indianapolis,  Kartes  has  built  a  huge 
leo  production  studio  that  produces  tapes  for  outside 
vertising  agencies  as  well 

dozens  of  Kartes'  own 
w-to  programs.  He  has  his 
m  staff  of  writers,  directors 
d  producers,  plus  a  facility 
at  can  duplicate  350,000 
jes  a  month. 

Kartes  figures  it  this  way: 
3  can  produce  a  low-budget 
oking  master  tape  for  as 
tie     as      $5,000,      plus 
nind  $4.25  per  tape  for 
pying  and  packaging.  He 
lolesales  his   $9.95   (re- 
I)  "Wally's  Workshop" 
>es  at  $6.99.  At  around 
100  sales  he  is  in   the 
ck,  and  everything  over 
it  is  40%  gravy. 
[Vhat's  the  catch?   Not 
;rything  in  video  sells. 
ere  is  a  limit  to  consum- 

interests,  pocketbooks 

time  to  spend  in  front 

le  tube. 

isten  to  Stuart  Karl,  who 

duced  and  sold  almost 

,000  copies  of  "Jane  Fon- 
Workout"  tape  (which 

liledfor  $59.95  each)  and 

q  sold  his  business  to  ^ 

imar    Productions.    "Be- 

se  we  were  so  successful 

h  Fonda,  people  are  always 

iging  us  ideas  for  tapes," 
Karl.  "A  lot  of  them  are 
v"it  I  call  barking-dog 
ws — only  for  those  who  like  to  listen  to  their  own  dog 
$<.  Just  because  50,000  people  own  VW  bugs  doesn't  mean 
iloe  on  repairing  old  VWs  will  be  successful." 

Wl  took  a  flier  producing  a  cassette  called  "How  to 
54fre  Rubik's  Cube,"  which  flopped  in  a  large  way.  "We're 
lot.ing  for  bestsellers  [in  home  video  terms],"  says  Karl. 
"S  succeed,  a  (cassette]  should  be  usable  in  everyday  life, 
lik  exercise  and  diet."  Or  sex. 

hat  will  be  the  future  distribution  channels  to  bring 
til  flood  of  product  to  market?  Right  now  most  go 
trlugh  independent  distributors  like  ZBS  Industries,  but 
minds  of  tests  are  under  way  that  could  change  things. 
Cl/Fox  and  RCA/Columbia  Home  Video  have  both  re- 
ceily  begun  distributing  videocassettes  to  some  record 
stilus  through  their  parent  companies'  record  division 
disibution  systems.  Coca-Cola,  which  owns  Columbia 


'82  '83  '84  '85* 


k: 


x; 


Unit  sales 

to  dealers  (millions) 
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100 


75 


Average 
wholesale  price 

$36 


Prerecorded 
cassettes 


Average 
wholesale  price 


'Estimate 

Source:  Electronic  Industries  Association;  The  Fairfield  Group 


Pictures,  is  testing  delivery  of  cassettes  on  Coke's  soda 
trucks.  Several  firms,  including  Credit  Vending  Inc.  of 
Phoenix,  are  testing  automated  vending  machines  that 
will  dispense  cassettes  to  anyone  with  a  credit  card. 

There  are  an  estimated  24,000  retailers  handling  video- 
tapes— one-third  more  than  existed  a  year  ago.  Chances 
are  not  all  will  survive  as  the  boom  winds  down.  Many 
mom-and-pop  video  stores  are  already  hurting.  They  have 
to  pay  top  prices  for  tapes  that  rent  for  $1  to  $3  a  night. 
"It's  going  to  become  an  excruciatingly  tight  business 
because  of  the  low  margins,"  predicts  analyst  Kagan. 

One  problem  is  the  need  to  stock  slow-selling  tapes 
while  continuing  to  add  inventory  of  hot  new  titles.  Since 
stores  short  of  cash  can  never  stock  enough  copies  of  the 
newest  hits  to  satisfy  demand,  some  customers  inevitably 
are  forced  to  take  second  choices.  "Video  [retailing],"  says 

Paul  Klein,  "is  really  just  a 
very  big  bait-and-switch 
business." 

The  answer  to  low  margins 

is  to  increase  the  number  of 

tapes    sold,    as    opposed    to 

rented,  says  Stephen  Wilson, 

partner     in     The     Fairfield 

Group,  market  researchers  in 

Darien,     Conn.     But     until 

prices   fall   sharply,    most 

consumers   will    continue 

to  rent.  Paradoxically,  adds 

Wilson,  if  cassette  prices 

did  fall  sharply,  the  mass 

merchandisers — Penney,  K 

mart  and  the  like — would 

probably  grab  much  of  the 

business. 

Mickey  Granberg,  ex- 
ecutive director  of  the 
1,400-member  Video  Soft- 
ware Dealers  Association, 
says  the  future  most  likely 
belongs  to  larger  video  re- 
tailers who  establish 
chains  of  stores — allowing 
them  to  amortize  promo- 
tion costs  over  a  wider 
base  and  to  buy  larger 
quantities  at  discount. 
Consider  Erol's,  the  fast- 
growing  55-store  chain  based 
in  Washington,  D.C.  Erol's  is 
opening  new  outlets,  each  of 
them  at  least  5,000  square 
feet,  up  and  down  the  East 
Coast.  Here's  how  it  works:  When  a  hot  title  comes  out, 
owner  Erol  Onaran  orders  up  to  60  copies  for  each  store.  As 
the  title  cools,  he  recycles  it  to  his  new  stores,  where  it 
becomes  part  of  about  10,000  cassettes  stocked  per  store. 

"Once  [the  consumer)  has  a  taste  of  it,  it's  almost 
addictive,"  says  Max  Onaran.  "They  see  all  these  movies 
lined  up  and  say,  'Gosh!  I've  always  wanted  to  see  that 
movie,  and  that  one,  and  that  one.  .  .  .'  " 

So  cassettes  will  develop  and  nurture  a  varied  distribu- 
tion network:  Paul  Klein  sells  his  romance  cassettes  by 
mail;  Jim  Kartes  sells  "Wally's  Workshop"  in  hardware 
stores  and  his  classic  film  series  through  a  web  of  2,000 
bookstores. 

As  in  any  new  market,  you  take  your  choice  and  you 
take  your  chances.  There  will  be  some  giant  winners.  And 
lots  of  little  losers.  ■ 
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Siemens  boss  Karlheinz  Kaske  tells  his 
troops  that  German  thoroughness  isn't 
enough  anymore.  To  win  at  electronics, 
they  must  have  a  sense  of  urgency,  too. 


The  lecture  series 


Mioio-.  bv  Verhufen  Foois-W  Camp 


By  Rosemary  Brady 


Siemens  A.G.  is  West  Germany's 
second-largest  company,  with 
sales  last  fiscal  year — ended 
Sept.  30 — of  45.8  billion  DM,  about 
$15  billion,  mostly  in  electrical 
equipment  and  allied  fields.  Siemens 
is  larger  than  General  Electric  in 
medical  engineering,  fights  with  ITT 
for  the  number  two  spot  in  telecom- 
munications behind  AT&T,  ranks  it- 
self second  to  Japan's  Fanuc  in  nu- 
merical controls  for  automating  fac- 
tories and  is  fourth  in  the  building  of 
nuclear  power  plants. 

It  is  run  with  typical  German  thor- 
oughness r  lixed  with  a  somewhat  pe- 
dantic approach  to  management. 
President  of  the  managing  board  and 
chief  executive  officer  since  1981  is 
Karlheinz  Kaske.  Regularly  Kaske 
summons  small  groups  of  Siemens' 
employees  to  lecture  them  on  basic 
business  principles.  In  1982  he  gave 
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Siemens  President  Karlheinz  Kaske;  qual- 
ity testing  of  robot  controls 
Product  development  time  down,  to 
five  months  from  three  years. 

his  lessons  on  the  virtues  of  control- 
ling inventory  to  cut  costs.  In  1 983  and 
1984,  he  drilled  them  on  speeding  re- 
search, development  and  production 
time.  His  next  seminar  series  starts 
this  fall.  The  subject:  marketing. 

Kaske  wanted  to  make  the  point 
that  German  thoroughness  and  tech- 
nical skills  were  no  longer  enough;  a 
sense  of  urgency  was  needed  in  the 
modern  world. 

"I  had  to  show  that  things  internal- 
ly have  to  be  accelerated  to  fit  the 
shorter  life  cycle  of  products,"  says 
Kaske,  a  bear  of  a  man,  thumping  the 
table  in  his  office  at  Siemens'  Munich 
headquarters.  "The  time  for  develop- 
ment of  a  new  product  ten  years  ago 
was  two  to  three  years.  We  have  to  do 
it  now  in  four  to  five  months. 

"It's  a  hard  job  for  all  the  engineers 
and  managers  to  get  adapted  to 
quicker  changes  in  techniques  and  in 
the  marketplace.  So  we  put  them  to- 
gether to  work  on  the  problems  and 
find  for  themselves  what  has  to  be 
done.  They've  learned  that  the  differ- 
ent stages  of  production  should  talk 
together." 

When  he  took  over,  Kaske  had  to 
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reverse  an  alarming  profits  slide.  L 
Germany  they  called  Siemens,  wit 
its  344,000  employees,  "the  civil  sei 
vice,"  and  innovation  lagged.  Profi 
had  slipped  four  straight  years  to 
low  of  509  million  DM  in  1981. 

Kaske,  a  physicist  and  Siemen 
man  for  35  years,  replaced  the  head  i 
of  the  unprofitable  data  and  compc 
nents  divisions,  slashed  employmen 
1 0%  and  brought  in  a  new  corporat ! 
research  chief  from  the  outside.  Toi 
managers  were  asked  to  pinpoint  th 
company's  crucial  future  businesses 
Their  answer:  the  related  fields  of  fac 
tory  and  office  automation,  telecom 
munications  and  components.  The; 
agreed  to  push  harder  into  the  U.S. 
where  Siemens  was  weak.  Most  im 
portant,  the  managers  decided  to  re 
shape  their  bureaucratic  divisions 
motivate  workers  and  cut  costs. 

There  are  signs  that  change  may  b( 
under  way.  In  the  Bavarian  city  o 
Erlangen,    Paul    Weiser    has    movet 
from  the  order  department  to  overset 
a  new  profit  center  devoted  solely  t( 
the  production  of  numerical  contro 
systems.    "We   set   up   this   factory 
within-a-factory  only  two  years  ago,' 
he   says,    cheerfully   leading   Forbem 
past  a  robot  system  for  testing  printec.  J/ 
circuit  boards.  Siemens  aims  to  boos' 
production    from    10,000    numerica 
control  systems  this  year  to  20,000  by 
1990,  increasing  its  market  by  two 
percentage  points  a  year.  Weiser  say;' 
that  in  two  years  he  halved  to  si> 
weeks  the  average  time  it  takes  tc) 
complete  an  order  and  boasts  that  he 
will  halve  it  again  next  year. 

In  the  Munich  research  center,  en 
gineers  work  double  shifts  (6  a.m.  tci 
10  p.m.)  on  a  1.7  billion  DM  project 
racing  the  Japanese  to  develop  a  foun 
megabit  microchip.  Kaske  merged  his 
computer  and  private  telecommuni- 
cations business  to  attack  the  office 
automation  market.  "IBM  had  to  bu>^ 
Rolm.  We  merged  our  own,"  he  gibes. 

Siemens  is  much  healthier  today. 
Last  fiscal  year  profits  were  1  billion 
DM,  up  from  802  million  DM  in  1983 
and  double  1981's.  Operating  margin, 
adjusted  for  different  accounting  sys- 
tems, rivals  General  Electric's  10.2%, 
says  Adolphe  J.  Warner,  who  follows 
Siemens  for  Deutsche  Bank  Capital 
Corp.  in  New  York.  Profits  jumped 
56%,  to  640  million  DM,  on  a  33% 
rise  in  sales,  to  26.7  billion  DM  for  the 
first  half  of  fiscal  1985. 

Efforts  to  move  into  the  U.S.  (10% 
of  its  sales)  in  a  bigger  way  fell 
through  in  January  when  a  $1.5  bil- 
lion bid  for  Allen-Bradley,  the  factory 
automation  control-maker,  lost  to 
Rockwell  International.  The  betting 
is  that  Siemens  will  try  again.    ■ 
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his  is  the  only  continent 
you  can't  call  ri^Jit  now 
with  MCI  International 


If  penguins  are  your  prospects,  sorry  But  even  though  we  don't  serve 
|tarctica,  MCI  is  the  fastest-growing  telecommunications  network  in  the 

world  today  Indeed,  besides  AT&T  MCI 

International  is  the  only  company 
that  lets  you  reach 
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|nany  people  in  so  many  places.  And  MCI  does  it  for  a  lot  less. 

I  HEAR  FOR  YOURSELF 

Already  407  of  the  FORTUNE  500  get  MCI  quality  from  the  most  modern 
iwork  in  the  States.  And  with  an  international  system  second  to  none,  nobody 

lobody-can  make  your  calls  sound  better  overseas. 

I  AROUND  THE  WORLD  FOR  AROUND  5-30%  LESS. 

Save  any  time  of  the  day  Any  day  of  the  week.  To  six  continents— a  growing 
■of  far-flung  countries  that  are  vital  to  your  business.  (Argentina,  Australia, 
Igium,  Brazil,  Canada,  Greece,  and  the  United  Kingdom,  to  name  a  few) 
I  And  our  MCI  Card  lets  you  expand  your  hours,  so  you  can  even  call  when 
Ii're  away  from  your  office,  on  the  road,  or  at  home.  And  keep  saving. 
I  So,  if  you  were  looking  to  open  an  office  at  the  South  Pole,  we  can't  help  you 
let.  In  the  meanwhile,  call  toll-free  for  1    ^^  . 

n»re  information,  800  221-7902,  Ext.  22.     MCI  1111611131101131 
■Mew  York,  800  826-6300, Ext. 22.        We  sound  better  to  business  worldwide. 

■  Telecommunications  Corporation  1985 
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IBM  is  finally 

talkingtous, 


And  we're  finally  talking  to  them. 

Thanks  to  The  Macintosh™  Office. 

Using  our  AppleLine  protocol  converter  and 
MacTerminaP  software,  Macintosh  can  speak 
BM(S  3270  like  a  native.  Not  to  mention  DEC® 
VT100™VT52™andTTY 

In  English,  that  means  you  can  find  almost 
anything  that's  stored  in  your  company's  main- 
frame. Just  the  same  as  if  your  Macintosh  was 
an  IBM  terminal. 

Say,  for  instance,  you  want  to  know  how 
sales  are  going  as  of  yesterday.  Where  your 
inventory  stands.  Or  if  receivables  are  staying 
ahead  of  payables. 

With  a  Macintosh  on  your  desk,  all  that 
information  is  right  at  your  fingertip.  Even  if 
your  mainframe's  on  the  other  side  of  the  build- 
ing. Or  the  other  side  of  the  world. 

Now  if  you  think  that's  impressive,  you 
haven't  read  anything  yet. 

Once  you've  located  the  data  you  want,  you 
can  "cut"  it  out  of  the  mainframe  and  "paste" 
it  directly  into  a  spreadsheet  program  like  Lotus® 
Jazz™*  Or  Microsoft®  Multiplan®  Then  turn  the 
numbers  into  a  chart  with  a  business  graphics 
program.  Such  as  Microsoft  Chart.  And  last,  but 
certainly  not  least,  print  out  a  publication- 
quality  report,  memo  or  presentation  with  our 
LaserWriter  printer. 

Total  elapsed  time:  about  20  minutes. 


And  if  you  need  to  know  something  that's 
not  in  your  mainframe— like  up-to-the-minute 
stock  quotes— you  can  use  MacTerminal  and 
an  Apple  Modem  to  tap  into  a  number  of 
commercial  information  services.  Including 
Dow  Jones 
News/Retrieval® 
NEXISf  LEXIS® 
And  The  Official 
Airline  Guide® 
So  you  can  use 
Macintosh 
for  everything 
from  scanning 
The  Wall  Street 
Journal  to 
making  airline 
reservations. 

All  of 
which  means 


in  The  Macintosh  Office,  workgroups 
of  5  to  25  people  will  talk  to  each  other 
over  our  App/eTa/k™  Personal Netuork. 


you  should  finally  be  talking  to  us. 

Call  800-446-3000,  and  we'll  tell  you  more 
about  how  well  The  Macintosh  Office  will  fit 
into  the  one  you're  in  now. 

Even  if  there's  a  big  blue  box  in  one  corner. 

The  Macintosh  Office 


wJomsNeus,  Retrimd is  a  registered trademark  o/DowJorus&  Company,  >     VEX1S and LEXIS are reentered trademark oj "Mead Data CeptmL  !iic(>//ic«dAniow(,iodeiso  regis/en 
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Taxing  Matters 


Edited  by  Geoffrey  Smith 


The  balance  sheets  of  American  companies 
are  getting  weaker  by  the  minute,  and  the 
tax  system  is  to  blame  as  much  as  the 
takeover  artists  and  the  greenmailers. 

The  heart 
of  the  matter 


Chas  B  Slackman 


By  Laura  Saunders 


T|  he  balance  sheets  of  corporate 
America  were  more  unbalanced 
at  the  end  of  last  year  than  at  any 
other  time  since  the  Great  Depres- 
sion. The  equity  capital — that  part  be- 
longing to  the  stockholders — actually 
decreased  by  $72  billion.  Meanwhile, 
corporate  debt  on  balance  went  up  by 
$164  billion — almost  treble  the  rate  of 
the  year  before.  American  business 
was  borrowing  money  to  buy  its  own 
shares.  Nobody  knows  precisely  what 
the  balance  should  be  between  debt 
and  equity,  but  high  debt  ratios  spell 
instability,  and  the  U.S.  corporate 
debt  ratio  clearly  grew  last  year. 

What  triggered  this  borrowing 
binge?  The  takeover  boom,  of  course. 
But  before  passing  laws  restricting 
takeovers,  Congress  would  be  wise  to 
consider  revising  the  tax  laws  that 
make  takeovers  profitable.  No  won- 
der U.S.  corporations  are  losing  equi- 
ty, that  is,  stockholder  capital,  while 
adding  debt:  The  tax  laws  encourage 
debt  and  penalize  equity  capital.  Incur 
debt  and  you  deduct  the  interest  from 
your  pretax  income;  in  short,  the  IRS 
bears  up  to  half  the  burden.  But  if  you 
sell  common  or  preferred  stock,  the 
dividends  must  be  paid  with  aftertax 
income.  Figure  it  out:  Debt  is  as  much 
as  half  as  cheap  as  equity  capital, 
thanks  to  the  tax  code,  which,  in  ef- 
fect, subsidizes  improvident  finance. 

West  Germany  treats  interest  and 
dividends  equally.  That  is  probably 
what  the  U.S.  ought  to  do  but  won't. 
Even  the  proposed  50%  deductibility 
of  dividends  is  being  scrapped  in  the 


new  tax  reform  plan.  The  present  sys- 
tem is  a  nice  setup  for  takeover  art- 
ists, who  thrive  on  debt. 

It's  very  simple — and  very  foolish: 
Mergermakers — and  LBOs  and  ESOP 
LBOs — largely  replace  equity  with 
debt.  It's  tax  bracket  arbitrage.  "You 
buy  a  company  with  deductible  debt 
and  pay  for  it  out  of  its  own  retained 
earnings,  dividends  and  assets,"  says 
New  York  University  law  professor 
fames  Eustice,  author  of  the  standard 
text  on  federal  income  taxation.  "It's 
a  form  of  very  cheap  financing." 

Small  wonder,  then,  that  so  many 
recent  targets,  including  Unocal,  Phil- 
lips and  Crown  Zellerbach,  have  had 
low  debt/equity  ratios,  relatively  high 
effective  tax  rates  and  enough  cash 
flow  to  service  added  debt.  Or  that 
companies  trying  to  avoid  takeover 
are  busy  buying  in  shares  and  loading 
up  on  debt — CBS,  Arco  and  PepsiCo. 

Look  at  the  acquisition  of  National 
Can  by  Triangle  Industries.  Triangle 
is  replacing  $460  million  of  Can's  eq- 
uity with  $70  million  of  its  own,  $360 
million  of  high-yield  junk  bonds  and 
$30  million  of  preferred  stock  placed 
by,  you  guessed  it,  Drexel  Burnham. 
Can's  shareholders  should  be  happy — 


they  will  qualify  for  capital  gain 
treatment  on  their  redeemed  stock. 

Triangle's  new  debt  load  is  staggei 
ing;  it  represents  over  90%  of  tot< 
capital.  Debt  service  on  Can,  at  abou 
15%,  should  average  $55  million  pe 
year  for  five  years.  Plus,  Triangle  ha 
$192  million  in  long-term  debt  of  it 
own.  Pretax  earnings  for  both  compa 
nies,  which  totaled  $72  million  ii 
1984,  can  be  diverted  to  debt  service 
But  Triangle  will  surely  sell  some  as 
sets  to  pay  down  its  crippling  deb 
burden  and  cut  Can's  capital  spend 
ing,  which  was  $50  million  in  1984. 

Obviously,  there's  not  much  roon 
for  error.  If  National  Can's  busines 
slides  or  the  economy  turns  down 
those  debt  and  preferred  payment 
can't  be  eliminated  as  dividends  can 

Other  tax  benefits  encourage  th 
deal.  The  tax  savings  from  accelerate* 
depreciation  and  the  investment  ta: 
credit  will  help  with  debt  service,  am 
there  is  $19  million  in  net  operatin, 
loss  carryforwards  for  added  shelter. 

As  in  nearly  all  recent  big  acquisi 
tions,  Triangle  isn't  electing  to  writ 
up  the  basis  of  National  Can's  asset, 
to  the  value  of  the  purchase  price 
Such  a  "step-up"  would  permit  thosi 
assets  to  be  redepreciated,  increasinj 
cash  flow,  but  the  recapture  tax  on  th 
old  depreciation  already  taken  wouk 
eat  most  of  the  savings.  "For  mos 
large  industrial  companies,  as  op 
posed  to  firms  with  piles  of  intangi 
bles,  such  as  advertising  companies  o 
magazines,"  says  Robert  Willens,  ; 
Peat  Marwick  merger  expert,  "the  re 
capture  bill  is  now  prohibitive." 

But  that's  no  problem  for  Triangle 
It  has  some  $25  million  reclaimec 
from  taxes,  thanks  to  the  interest  de 
duction.  That's  a  $125  million  gif 
from  Uncle  Sam  toward  the  purchase 
price  over  five  years. 

Now  look  at  a  megadeal.  Peter  Ca 
nellos,  a  tax  partner  at  New  York's 
Wachtell/'Lipton,  Rosen  &  Katz,  esti 
mates  that  one  of  Carl  Icahn's  offer; 
for  Phillips  Petroleum  would  have 
raised  its  debt/equity  ratio  to  14-to-l 
from  about  1-to-l  and  saved  some 
$600  million  a  year  in  taxes.  Car! 
Icahn  was  counting  on  the  U.S.  tax 
payer  to  help  pay  for  his  raids. 

The  cost  to  Uncle  Sam  is  impossi- 
ble to  measure.  Unlike  the  home 
mortgage  interest  deduction,  the  busi- 
ness deduction  on  interest  is  consid- 
ered a  cost  of  doing  business  (see  box), 
and  therefore  gets  lost  in  the  shuffle. 
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So  far  Congress  has  not  really  ad- 
dressed the  issue.  Lawmakers  are 
looking  at  a  handful  of  antitakeover 
bills,  but,  as  usual,  they  don't  go  to 
;the  root  of  the  problem.  One  bill 
(Struggles  to  define  "hostile,"  and  an- 
other has  too  broad  a  definition  of 
'junk  bond."  None  addresses  the  fun- 
damentally different  treatment  of 
iebt  and  equity. 

It  would  help  if  the  Treasury  defined 
!  :he  difference  between  debt  and  equi- 
t  :y,  as  Congress  asked  it  to  do  in  1969.  If 
;:his  could  be  done,  a  lot  of  junk  bond 
'.inancing  might  be  treated  as  equity 
inancing  and  takeover  artists  could 
)iot  exploit  the  tax  laws.  But  Treasury 
sets  the  hot  potato  lie. 
:  "A  lot  of  this  debt  is  equity  mas- 
querading as  debt  in  order  to  qualify 
|or  the  interest  deduction,"  says  Eus- 
lice.  "These  aren't  companies  that  are 
kust  raising  some  money;  they  are 
mortgaging  themselves  for  the  fore- 
eeable  future."  ■ 


Appalling  the  ancients 


Pilato,  Aristotle  and  Thomas 
Aquinas  all  would  disap- 
prove mightily  of  the  interest 
deduction  in  the  U.S.  tax  code. 
All  hated  moneylending  and 
considered  any  interest  on  a 
loan  to  be  usury. 

The  ancient  Greek  thinkers 
saw  debt  as  the  basis  of  the  prof- 
it economy,  which  they  thought 
dangerous  to  their  aristocratic 
society  because  it  put  money 
before  manners  and  ideas.  In  the 
Middle  Ages,  Christians  were 
forbidden  to  lend  money  for  in- 
terest. In  his  Inferno,  Dante 
places  the  usurers  next  to  the 
sodomites  in  Hell.  His  ratio- 
nale: The  former  make  some- 
thing breed  that  should  be  ster- 
ile and  the  latter  make  some- 
thing sterile  that  should  breed. 

But  times  change.  The  deduc- 
tion for  interest  paid  has  been 
around  in  the  U.S.  for  as  long  as 
we  have  had  an  income  tax.  In 
1913  the  initial  version  of  the 
law  contained  a  12- word  provi- 
sion allowing  the  deduction,  and 
ever  since,  as  Columbia  Univer- 
sity Law  School  professor  Curtis 
Berger  says,  "Interest  has  been 
considered  a  cost  of  doing  busi- 
ness, and  dividends  were  paid 
out  of  what  was  left." 

Boone  Pickens  et  al.  have 
known  how  to  take  advantage  of 
that  anomaly. — L.S. 
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The  S&Ls  lost  millions  playing  the  repo 
game  in  government  securities.  Apparently 
desperation  makes  smart  people  dumb. 


"We  warned  them 


11 


Saul  Cohen,  trustee  of  BB&S  Asset  Management 
"The  game  isn't  worth  the  candle." 


Maggie  Steber 


By  Jeffrey  A.  Trachtenberg 

First  Southern  Savings  &  Loan 
Association  of  Asheboro,  N.C. 
.assets,  $193  million)  didn't  pan- 
ic when  Bevill,  Bresler  &  Schulman 
Asset  Management  Corp.  filed  for 
Chapter  11,  even  though  First  South- 
ern had  $4  million  in  BB&S  repur- 
chase agreements.  That's  because 
First  Southern  played  the  repo  game 
by  the  rules,  insisting  on  having  col- 
lateral worth  $4  million  in  hand. 
"BB&S  offered  a  higher  rate  if  we 
would  let  them  hold  the  collateral," 
says  a  top  First  Southern  officer.  "We 
refused."  But  lots  of  other  banks  bit. 
"We  warned  them  repeatedly  to 
know  their  customers  and  to  safe- 
guard their  collateral,"  says  a  govern- 
ment regulator.  "They  didn't.  Some 
were  willing  to  do  anything  for  as 
little  as  10  extra  basis  points.  In  the 
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case  of  Bevill  Bresler,  some  S&Ls  were 
so  anxious  to  get  the  profits  that  they 
didn't  notice,  or  care,  that  bank  con- 
firmations, which  should  have  been 
stamped  by  the  securities 
broker/dealer  BB&S  Inc.,  came  back 
instead  from  BB&S  Asset  Manage- 
ment Corp.,  the  government  securi- 
ties dealer.  Nobody  paid  attention." 

In  other  words,  the  S&Ls  failed  to 
distinguish  between  an  SEC-regulated 
broker/dealer  (BB&S  Inc.)  and  an  un- 
regulated affiliated  firm  (BB&S  Asset 
Management).  A  trifling  matter?  Not 
in  these  shark-infested  waters. 

On  June  21  the  SEC,  the  Fed  and  the 
Treasury  Department  will  report  to 
Congress  on  whether  the  government 
securities  business  should  be  regulat- 
ed in  an  effort  to  lessen  the  dangers. 
Expect  the  answer  to  be  affirmative. 
Says  FDIC  Chairman  William  Isaac: 
"Everybody  thought  it  was  a  safe  busi- 


ness because  the  dealers  were  doi: 
business   with   supposedly   sophist 
cated  financial  institutions."  The  s( 
phisticates  turned  out  to  be  patsies. 

Even  when  the  securities  were  in 
safekeeping  account,  S&Ls  hav 
been  hurt.  Take,  for  example,  Dor 
aid  Belt,  president  of  the  Edgj 
County  Savings  &  Loan  in  Paris,  II 
Brokers  Capital  Ltd.  financed  a  $2 
million,  8.5%  Fannie  Mae  for  Bel 
for  which  Brokers  contributed  abov 
$2.25  million  and  the  S&L  put  u 
$273,000.  The  government  certif 
cate  was  held  in  a  dealer  safekeepin 
account  at  Security  Pacific  Clearin 
&  Services  Corp.,  Belt  was  told.  H 
figured  this  would  produce  about  a 
11%  return. 

Alas,  Brokers  Capital  went  bus 
and  the  bankruptcy  trustee  can't  re 
lease  the  Fannie  Mae  to  the  S&L.  ' 
could  have  made  a  good  return  if 
could  have  gotten  my  hands  on  th 
paper,"  groans  Belt.  He  can't,  and  BeJ 
is  chafing  at  being  unable  to  get  hil 
hands  on  a  nice  potential  profit  in  t 
currently  strong  bond  market. 

What  made  the  S&Ls  so  careless 
Greed,  in  good  part.  An  S&L  lendini 
$1  million  on  an  overnight  repo,  fc 
example,  stood  to  make  as  little  a 
$200.  Confirming  the  safeguarding  c 
collateral  on  such  transactions  wouL 
have  required  the  use  of  a  federal  wir 
costing  as  much  as  $40,  thus  reducini 
the  overnight  profit  by  20%.  Th 
S&Ls  didn't  want  to  lose  the  $40,  s 
they  ignored  the  safety  net.  "Wheii 
the  costs  are  added  to  the  time  ir 
volved,  the  game  is  not  worth  th 
candle,"  says  Saul  Cohen,  the  BB& 
Asset  Management  trustee. 

Are  the  S&Ls  really  that  dumb?  N 
just  that  desperate.  Out  in  the  cold  d 
deregulation  and  stuck  with  old  hom 
mortgages  paying  5%,  6%  and 
when  the  cost  of  money  was  double 
digit,  they  went  for  those  few  basi 
points  in  the  high-yielding  repos. 

Regulating  the  government  bon 
business  may  make  their  dilemm 
even  worse.  If  strict  regulation  is  ei 
forced  on  the  estimated  100  unregi: 
lated  secondary  dealers  in  Treasu: 
issues,  the  interest  rates  the  goverr; 
ment  pays  will  have  to  increase  t 
reflect  the  paperwork,  delays  and  re 
duced  competition.  This  is  no  smai 
matter.  If  the  difference  is  as  little  a 
10  basis  points,  or  one-tenth  of  on 
percent,  the  extra  federal  interest  cos 
would  be  $1.7  billion  annually. 

The  lessons  here  are  old-fashione' 
indeed:  Know  your  customer,  and  ai 
ways  demand  collateral.  And  if  a  dea 
sounds  too  good  to  be  true,  it  probabl 
is.  Uncle  Sam  shouldn't  have  to  b 
teaching  those  lessons  to  bankers. 
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MNI.  WHERE  TODAY'S  LEADING  CORPORATIONS 
FIND  THE  LEADERS  OF  TOMORROW. 


Our  view  of  the  future  is  unobstructed  by  the 
debris  of  monopolistic  thinking.  We  have  better 
things  to  do. 

That's  why  we  settled  our  part  of  both  MCI 
antitrust  suits  out  of  court.  That's  why  our  people 
pioneered  equal  access.  And,  why  we  were  the  first 


and  only  to  offer  it  in  a  way  fair  to  all. 

In  our  region,  long  distance  companies  are  fi 
to  compete.  And,  as  a  result,  our  customers  are  fi 
to  choose. 

We  believe  the  place  to  compete  is  in  the  mar 
place,  not  in  the  courts. 


Start  thinking  of  us  as  a  growth  company.  If  you 
ven't  already,  you  will  soon.  We  are  not  a  utility, 
id  we  are  not  acting  like  one. 

For  a  copy  of  our  1984  Annual  Report,  call 
500-828-2400  or  write  US  WEST  Report,  7800 
st  Orchard  Road,  Englewood,  Colorado  80111. 
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Mountain  Bell.  Northwestern  Bell.  Pacific  Northwest  Bell. 
And  a  growing  number  of  new  companies. 


On  the  Docket 


Once,  entrepreneurs  could  practically 
write  their  own  tickets.  Now  the  venture 
capitalists  have  them  in  handcuffs.  Did  the 
lawyers  do  that —  or  was  it  a  higher  law? 

"I'd  rather 
go  bankrupt" 


By  Jill  Andresky 


Just  a  few  years  ago  the  entrepre- 
neurs were  in  the  driver's  seat  in 
negotiating  with  venture  cap- 
italists. That  was  when  the  market 
was  hot  for  small  new  issues — the 
demand  seemed  insatiable.  No  more. 
Today  venture  capitalists  realize 
these  issues  may  be  an  investment  for 
a  long  haul  but  disastrous  in  the  short 
haul.  This  makes  capitalists  cautious. 
Listen  to  attorney  Joseph  Bartlett  of 
Gaston  Snow  Beek- 
man  &  Bogue:  "Ven- 
ture capitalists  will 
not  come  near  a  deal 
without  all  kinds 
of  restrictions — espe- 
cially the  right  to  get 
rid  of  management  if 
it  isn't  working." 

Bartlett  and  his 
firm  have  been  in- 
volved in  scores  of 
venture  capital  deals 
over  the  past  20  years, 
including  the  initial 
venture  capital  fi- 
nancing of  $1.6  mil- 
lion for  $216  million 
(1984  sales)  Apollo 
Computer.  When  he's 
representing  venture 
capitalists,  it  is  his 
job  to  write  those  pro- 
tective restrictions, 
and  he  is  writing 
more  of  them  than 
ever.  Entrepreneurs 
have  little  choice 
now  but  to  accept 
contracts  that  are 
loaded     with     hand- 
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cuffs  like  these: 

*  Event -of -election  clauses  that  en- 
able preferred  stockholders  (the  ven- 
ture capitalists)  to  seize  control  by 
electing  a  majority  of  directors  if  any 
of  a  number  of  things  go  wrong — for 
example,  if  production  or  marketing 
goals  are  not  met. 

•  Ratchet  clauses  that  jack  up  the 
venture  capitalists'  share  of  equity  if 
the  company  runs  into  financial  prob- 
lems or  has  to  raise  more  money  by 
selling  cheaper  stock  in  the  future. 
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•  Negative  covenants  blocking  man 
agement  from  raising  money,  issuing 
new  stock  or  amending  bylaws  with 
out  investors'  permission. 

With  more  entrepreneurs  around 
than  money  to  back  them,  and  the 
initial  public  offering  market  relative 
ly  dry,  the  balance  of  power  has  shift 
ed  to  the  venture  capitalists.  "Ulti- 
mately we  know  that  supply  and  de- 
mand determine  what  will  happen  in 
any  deal,"  says  Lawrence  Graev,  a 
partner  at  New  York's  O'Sullivan 
Graev  Karabell  &  Gross.  The  only  rea-  Q|] 
son  that  one  of  his  entrepreneur  cli- 
ents got  away  without  an  event-of- 
election  clause  last  year  was  that  the 
venture  capitalists  kept  control  from 
the  beginning. 

Says  the  founder  of  a  satellite 
networking  company  that  folded 
within  the  last  year:  "You're  in  such  a 
weak  position  that  it's  a  joke  to  think 
lawyers  can  negotiate  a  good  deal  for 
an  entrepreneur.  But  you  have  to  have 
lawyers  because  they  give  you  access 
to  the  venture  capitalist." 

All  this  is,  of  course,  good  news  for 
business-hungry  lawyers.  "Some  law- 
yers, if  left  unfettered,  will  fight  for 
everything  they  can  get,  whether  it's  a» 
big  issue  or  a  small  one,"  says  Steven  iOl] 
Gilbert,  president  and  CEO  of  Chemi- 
cal Venture  Capital  Corp.  "You  can' 
easily  wind  up  with  a 
$50,000  bill." 

You  can  also  make* 
a  mistake.  If  a  ven- 
ture capitalist  insists 
on  strong  antidilutive* » 
rights,  for  example,  "9' 
he  may  hobble  man- 
agement in  issuing 
new  stock  for  contin- 
ued growth.  "Any- 
body who  can  get  an- 
tidilution rights  will 
want  them,  but  there 
is  the  question  of 
what  is  best  for  the 
company,"  says  Gil- 
bert. "I  expect  an  at- 
torney to  bring  this  to 
my  attention." 

Lawyers  really  earn 
their  salt  with  new 
types  of  investments, 
says  Barry  Weinberg, 
general  partner  of  the 
CW  Group  of  venture 
capital  funds.  CW 
Group's  new  $10  mil- 
lion seed  fund,  for  ex- 
ample, was  set  up  to 
invest  in  inventors  at 
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i/Vhat's  this  on  the  refrigerator? 

Just  something  I  cut  out  of  the  paper. 
ifou  trying  to  tell  me  something? 

It's  for  both  of  us. 
S/Ly  stomach  tells  me  I'm  not  going  to  like  this. 

As  of  tonight,  the  refrigerators  off  limits. 
Ho  more  midnight  snacks? 

This  time  we  really  mean  it. 
\To  more  chocolate  cake? 

We'll  give  it  our  best  shot. 
Jo  more  apple  pie? 

I'm  weakening. 

0  more  milk  and  cookies? 
Hove  milk  and  cookies. 

1  get  the  milk. 
I'll  get  the  cookies. 
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INFORMATION.  ENTERTAINMENT. 

IN  A  WORD,  SCRIPPS  HOWARD  IS 

COMMUNICATIONS.  IN  TOTAL. 
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>  Scripps  Howard.  1100  Central  Trust  Tower,  Cincinnati,  Ohio  45202 
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lie  shape  of  things  to  come. 


t  Starship  1 ,  a  new  corporate 
!(in  from  Beech  Aircraft, 
tiytheon  company.  This 
si  e  plane  that's  reshaping 
Vtion  technology.  And 
vy  futuristic  feature  con- 
Rates  to  benefits  businesses 
id  right  now. 

[  j  Its  sleek,  seamless  com- 
Dte  construction  is  lighter 
hi  aluminum,  yet  far 
tnger,  for  unparalleled 
p  d  and  fuel  economy.  Its 
olguration  and  airfoil 
b.»es  make  it  virtually  inca- 
se of  stalling.  Even  the 
Ines  are  thoughtfully 
>k;d  to  reduce  cabin  noise. 
Starship  1  promises  to  be 
I  her  American  classic  like 
tyieech  Staggerwing  and 

to  for  corporate  brochure:  Raytheon  Company,  141  SpringSt.,  Lexington,  MA02173. 


Bonanza.  Both  have  earned 
prominent  niches  in  aviation 
history. 

We  began  Starship  1  by 
restudying  the  fundamentals 
of  aerodynamics.  Only  then 
did  we  apply  advanced  tech- 
nologies to  create  an  aircraft 
ahead  of  its  time.  That's  why 
Starship  1  is  further  proof  that, 
at  Raytheon,  quality  starts 
with  fundamentals. 


Raytheon 


Let  John  Hancock  take 

the  weight  of  the  woiid 

off  your  business. 


When  business 
opportunities  here  or  abroad 
require  specialized  financial 
direction,  put  John  Hancock 
to  work  for  you.  Besides 
benefiting  from  our  products 
and  services,  we  think  you'll 
also  be  impressed  by  the 
John  Hancock  people  who 
offer  them. 

Our  expertise  has 
made  us  the  leading  provider  of  inter- 
national employee  benefits  programs 
in  the  world.  We  have  helped  to 
shape  plans  that  meet  worker  and 
management  demands  in  any  number 
of  countries. 

John  Hancock  is  actively 
engaged  in  creating  and  managing 
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specialty  investments,  among 
them  a  number  of  interesting  pension 
opportunities.  These  include  real 
estate,  agriculture,  timber  and  others. 

We  currently  serve  leading 
American  companies  with  group  life 
and  health  plans,  capital  equipment 
leasing,  real  estate  financing  and 


investment  portfolio  management. 

In  short,  John  Hancock  is 
equipped  to  recognize  and  respond 
to  a  broad  range  of  corporate  needs. 
For  that  kind  of  specialized  assistance,  J  '0I 
contact  qne  of  our  representatives.  An 
We  believe  you'll  be  impressed  with  ^n 
how  we  can  work  for  you. 

i  artsa 


companies 

We  can  help  you  here  and  now  Not  just  hereafter. 

John  Hancock  Mutual  Life  Insurance  Company,  John  Hancock  Financial  Services,  Inc.,  John  Hancock  Realty  Services  Corp., 
Independence  Investment  Associates  and  affiliated  companies,  all  of  Boston,  Massachusetts  02 1 1 7 


lie  idea  stage,  long  before  any  com- 
>any  comes  out  of  it.  "The  lawyers 
vere  valuable,"  says  Weinberg.  "They 
;ame  up  with  a  scheme  for  us  to  make 
esearch  grants  in  return  for  different 
igreements,  such  as  one  in  advance 
ibout  how  the  company  will  be  struc- 
:ured  if  it  ever  gets  started." 

By  and  large,  entrepreneurs  don't 
ike  the  prominence  of  lawyers  in 
heir  deals.  "The  venture  capitalists 
vanted  my  letter  of  resignation  in 
idvance,  the  date  to  be  filled  in  when- 
;ver  they  needed  it,"  says  the  founder 
)f  that  failed  satellite  networking 
:ompany.  "They  wanted  a  lien  on  my 
louse.  I'd  rather  go  bankrupt  than  say 
res  to  that."  In  fact,  he  did. 


furies  love 

the  patent  holder 

a  February  Pfizer  subsidiary  Shiley, 
nc.  set  an  alltime  record  in  patent 
itigation  when  a  jury  awarded  it  $45 
aillion  for  patent  infringement  by  a 
ubsidiary  of  American  Hospital  Sup- 
ily.  But  that  already  looks  like  small 
otatoes.  Hughes  Tool  Co.,  after  beat- 
ig  Smith  International  in  a  similar 
[irit  before  a  judge,  wants  a  cool  $722 
lillion. 

So  risky  has  it  become  to  challenge 
tiother  company's  patents  that  chal- 
:ngers  are  growing  wary  of  the  court- 
)om.     Drug     giants     Hoffmann-La 
oche  Inc.  and  Schering-Plough  Corp. 
xently  agreed  to  cross-license  each 
Ither's  interferon  patents  in  order  to 
Lert  the  possibility  of  a  nasty  and 
Ingthy  court  fight  in  the  future. 
I  What's  happening  is  not  just  gener- 
ics juries,  it's  a  growing  partiality  for 
lie  patent  holder  among  appellate 
v  dges  as  well.  In  part  that  reflects  the 
ct  that  Congress  has  made  patent 
*ws  stronger  in  recent  years  in  an 
fort  to  spur  American  product  inno- 
•;ition.  More  important,  it  reflects  a 
narp  decline  in  "forum  shopping," 
ihere  patent  holder  and  challenger 
iop  for  the  appeals  court  likely  to 
Ivor  their  cause. 
I  What  put  a  stop  to  that  was  the 
'eation  of  the  U.S.  Court  of  Appeals 
ir  the  Federal  Circuit  in  1982  to  deal 
ith  all  appeals  from  federal  district 
iurts  and  to  lend  more  uniformity  to 
;;tent  law. 

iThe  big  surprise,  however,  has  been 
■iw  juries  have  treated  patent  hold- 
Is.  Says  John  Kidd  of  Pennie  &  Ed- 
nnds:  "Juries  believe  in  the  patent 
.'stem  more  than  judges  do."  Law- 
$rs  are  at  a  loss  to  explain  why  this 
Would  be,  but  they're  jumping  on  the 
By  bandwagon.  "Any  plaintiff  case  I 
i  ive  in  the  future  will  be  filed  in  front 


of  a  jury,"  says  R.  Douglas  Lyon  of 
Lyon  &  Lyon. 

That's  a  new  experience  for  patent 
lawyers,  who  are  not  used  to  jury  tri- 
als. Says  Lyon,  "A  lot  of  guys  are 
burning  the  midnight  oil  to  learn  how 
to  litigate  before  a  jury."  Some  com- 
panies, too,  are  nervous  at  the  pros- 
pect of  having  to  explain  complex  pat- 
ents to  a  jury. 

That  could  mean  there  will  be  more 
agreements  like  the  one  between 
Hoffman-La  Roche  and  Schering. 
"People  will  take  a  license  and  just 
pay  a  royalty  to  the  patent  holder  out 
of  fright,"  Lyon  notes. 

A  relatively  new — and  possibly 
cheaper— tactic  for  patent  holder  law- 
yers has  been  to  send  a  patent  back  to 
the  Patent  Office  for  reexamination. 
This  can  be  quite  effective.  Granted, 
since  1981,  when  the  practice  was 
first  permitted,  the  Patent  &  Trade- 
mark Office  has  confirmed  only  23% 
of  the  disputed  patents.  But  it  has 
amended  another  65%  without  de- 
claring them  to  be  invalid.  Only  12% 
of  the  time  does  the  patent  holder  lose 
outright. 

If  the  challenger  is  then  proved 
wrong,  he  can  lose  badly.  Donald 
Dunner,  chairman  of  the  new  federal 
patent  court's  advisory  committee, 
says  the  court  has  been  quite  support- 
ive of  awarding  "meaningful"  dam- 
ages for  a  patent  holder  if  he  wins. 

Patent  attorneys  like  George  Whit- 
ney of  Brumbaugh,  Graves,  Donohue 
&  Raymond  say  the  CAFC  may  be 
overstepping  its  bounds  and  retrying 
cases.  "There  is  an  incentive  to  liti- 
gate and  take  it  to  the  end  of  the 
road — the  CAFC,"  he  said  in  a  recent 
speech. 

But  the  CAFC  gets  high  marks  from 
Whitney  for  its  hard  work,  and  most 
patent  lawyers  praise  the  court's 
evenhandedness  and  quick  decisions. 
After  years  of  patent-flouting,  that's 
good  news. — Anthony  Baldo 

Ambulance  chasing 
on  Wall  Street 

Competition  is  getting  fierce  in  the 
lucrative  world  of  the  legal  SWAT 
team,  one  of  the  biggest  growth  areas 
in  corporate  law,  thanks  to  T.  Boone 
Pickens  and  his  ilk. 

While  fee-cutting  is  rampant  al- 
most everywhere  else,  the  fees  for 
fighting  off — or  facilitating — hostile 
takeovers  have  perhaps  doubled  in  the 
last  decade.  "We  can  have  50  lawyers 
working  on  one  case — litigators,  cor- 
porate lawyers,  tax  lawyers,"  says  Ar- 
thur Fleischer  Jr.,  a  merger  and  acqui- 
sitions partner  at  Fried,  Frank,  Harris, 
Shriver  &  Jacobson,  who  represented 


Bendix  Corp.  in  the  Martin  Marietta 
fracas.  "Typically,  you've  got  guys 
working  around  the  clock,  seven  days 
a  week,  on  unusual  deadlines." 

For  that,  the  attorneys  charge  a  stiff 
premium — justified,  they  say,  by  the 
disruption  of  other  work  usually  done 
by  senior  partners  who  routinely  send 
huge  unitemized  bills  for  $250  to 
$400  per  hour  of  labor.  Now  legal 
work  on  takeovers  is  billed  as  "multi- 
ples of  time" — double,  triple  or  qua- 
druple the  normal  hourly  rates. 

"Even  in  the  old,  old  days — 1974 — 
when  takeovers  were  proxy  fights,  the 
nature  of  this  business  was  such  that  I 
don't  think  anybody  ever  performed  it 
on  a  pure  time  basis,"  says  Martin 
Lipton,  senior  partner  of  Wachtell, 
Lipton,  Rosen  &  Katz.  "In  a  takeover, 
especially  a  hot  takeover,  you  have  to 
turn  the  firm  upside  down  on  a  full- 
time  basis.  No  question,  the  fees  are 
much  higher  than  they  were.  The 
matters  are  much  more  complex,  the 
amounts  involved  are  much  larger  for 
the  clients." 

There  are  limits,  though,  as  the  law- 
yers are  discovering.  During  the  recent 
battle  among  factions  of  the  Cowles 
family  for  disposal  of  the  Des  Moines 
Register  for  $200  million  to  Gannett, 
the  white-shoe  New  York  firm  of  Cra- 
vath,  Swaine  &  Moore  found  it  expedi- 
ent to  hold  its  proposed  fee  to  six 
figures  after  several  other  firms,  in- 
cluding Williams  &  Connolly  in 
Washington,  bid  a  package  price  of 
about  $500,000  for  the  work. 

So  lately  some  firms  have  been  dis- 
counting fees  for  such  work  on  a  con- 
tingency basis:  They  will  handle  a 
takeover  bid  for  50%  to  75%  of  their 
actual  time  costs  (depending  on  how 
much  stock  the  minority  raider  already 
holds)  if  they  get  double  or  triple  their 
time  should  the  deal  go  through.  "The 
idea  of  being  generous  goes  down  a 
little  bit  easier  [for  the  client]  because 
the  company  being  taken  over  is  paying 
the  tab,"  says  Steven  Kumble,  of  Fin- 
ley,  Kumble,  Wagner,  Heine,  Under- 
berg,  Manley  &  Casey. 

What's  the  likely  result  if  merger 
and  acquisitions  lawyers  can  offer  cli- 
ents the  same  contingent  fees  ambu- 
lance chasers  charge  malpractice  vic- 
tims? Marvin  Chirelstein,  professor  of 
corporate  finance  at  the  Columbia 
University  Law  School,  puts  it  this 
way:  "Most  people  sense  that  contin- 
gent fee  arrangements  do  present  a 
conflict  of  interest  which,  however,  is 
tolerated  from  the  client's  standpoint 
because  it's  the  cheapest  way  to  get 
representation.  I  don't  think  anyone 
has  ever  questioned  the  ethics  of  it. 
After  all,  the  client  can  refuse."  And 
lose. — Allan  Dodds  Frank 
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A  CITY  OF  AMBITION  REACHES  FOR  THE  STARS 


Houston,  the  city  that  tamed  the 
world's  oil  fields  with  a  unique 
combination  of  technological 
know-how  and  entrepreneurism, 
is  now  focusing  its  resources  on 
the  economic  potential  of  space. 
A  broadly  based  group  of  Hous- 
ton's top  business  leaders  has  set 
in  motion  a  plan  that  will  make 
the  city  a  world  gateway  for  pri- 
vate enterprise's  entry  into  space. 
"We  are  mobilizing  the  same  re- 
sources that  built  Houston  as  an 
international  oil  center  to  move 
us  into  innovative  new  markets. . . 
space  technology,  biomedical  ad- 


vances and  related  areas,"  says 
Kenneth  L.  Schnitzer,  chairman  of 
the  Houston  Economic  Develop- 
ment Council  (HEDC).  "Houston 
is  rich  in  many  key  attributes— an 
entrepreneurial  spirit,  proven 
technical  expertise,  a  highly  pro- 
ductive work  style,  an  innovative 
approach  to  new  business  ideas. 
We  plan  to  draw  on  them  all  to 
systematically  build  an  infrastruc- 
ture for  the  commercialization  of 
space." 

Space  technology  is  one  of  the 
first  areas  targeted  by  economic 
development  leaders  for  the  city's 


future  business  growth,  but  it  is 
only  the  beginning,  Schnitzer 
stresses.  The  HEDC  has  launche 
a  series  of  activities  that  will 
make  Houston's  role  in  the  com 
mercialization  of  space  similar  to 
that  of  the  research  park  of  the 
1970s  in  the  commercialization  o 
computer  technology.  Strategies 
to  accomplish  this  task  include 
the  establishment  of  business  in- 
cubator centers,  venture  capital 
pools  and  technology  transfer 
centers— generating  specialized 
relationships  between  business 
and  area  universities. 


A  Forbes  Special  Idvertisi 
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If  You  Look  at  HNG  Today, 
You'll  Think  You're  Seeing  Double. 
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And  you'll  be  right.  *$r- 

Because  recent  strategic  purchases  have  enabled  us  to  double  our  pipe- 
line network  and  become  one  of  the  top  natural  gas  transmission  companies  in 
the  country. 

As  our  Chairman  Kenneth  Lay  explains,  "For  years,  the  Houston  Natural 
Gas  intrastate  pipeline  system  has  been  the  largest  natural  gas  supplier  to  Texas, 
the  nation's  largest  natural  gas  market. 

"Today,  thanks  to  our  newest  acquisitions,  the  Transwestern  Pipeline  and 
the  Florida  Gas  Transmission  Company,  we  are  a  major  interstate  supplier,  as 
well.  We  have  in  place  a  14,000  mile  pipeline  network  that  spans  the  country.  Not 
coincidentally,  the  principal  markets  served  by  our  pipelines,  California,  Texas 
and  Florida,  are  among  the  fastest-growing  states  in  the  country.  And  we  intend 
to  be  the  fastest-growing  supplier  of  natural  gas  to  these  markets." 

With  a  pipeline  system  that  gives  us  access  to  almost  every  gas-producing 
area  in  the  lower  48  states,  a  strong  presence  in  strong  markets,  and  a  60-year 
history  of  reliable  service  to  our  customers,  our  vision  of  the  future  looks  twice 
as  bright. 

Which  must  be  the  reason  so  many  people  are  now  giving  us  a  second  look. 

For  a  copy  of  our  annual  report,  contact  our  Corporate  Communications  Department  at  P.O.  Box  1 188,  Drawer  F,  Houston,  Texas  77001. 

mm 

HOUSTON 
NATURAL 


Together  we  can  move  mountains. 


If  there's  something  standing  between  you  and 
your  business  goals,  there's  a  way  to  move  it: 
RepublicBank.  At  RepublicBank,  you'll  find  the 
resources  you  need  to  get  any  size  business  moving, 
from  lines  of  credit  to  expert  cash  management.  And 
just  as  importantly,  you'll  find  the  professionals  with 
the  expertise  to  make  it  happen.  So  when  you  put 


your  imagination  to  work  with  the  people  and  ser 
vices  of  RepublicBank,  anything  is  possible 
—  even  moving  mountains. 

^  RepublicBank 

Together  we  make  it  happen. 


RepublicBanks:  Houston  (Downtown)  247-6000,  Braes  Bayou  729-6202,  Eldridge  493-5464,  Kingwood  358-5522,  Post  Oak  961-1888,  Richmond  342-3736,  Spring  Branch  827-3600 
Austin,  Brownwood,  College  Station,  Dallas/Fort  Worth  Metroplex,  Henderson,  Lubbock,  Lufkin,  Midland,  Mineral  Wells,  Richmond,  San  Antonio,  Tyler,  Universal  City,  Waco. 

©1985  RepublicBank  Corporation,  Members  FDIC 


ADVERTISEMENT 


HOUSTON 


Houston's  Johnson  Space  Cen- 
r  (JSC)  is  a  key  site  for  the  U.S. 
fort  to  commercialize  space, 
id  Houston  is  emerging  as  the 
.tion's  leader  in  this  infant  in- 
istry.  The  potential  profits  are 
tronomical  for  companies  tak- 
%  the  lead  in  turning  space  into  a 
iint  bioprocessing  and  materials- 
ocessing  lab,  a  communications 
ordinate,  and  a  point  for  height- 
ed  observation  and  scientific 
alysis  of  Earth,  other  planets 
d  the  stars. 

Start-up  expenses  are  tremen- 
ius,  but  the  long-term  gains  are 
en  greater.  The  Center  for 
ace  Policy  conservatively  pre- 
ts  the  revenues  from  space  in- 
stries  at  around  $50  billion 
nually  by  the  year  2000. 
Bill  Huffstetler,  manager  of 
C's  flight  projects  office  and  co- 
dinator  for  commercialization 
tivities,  is  a  25-year  NASA  vet- 
in  who  has  been  a  part  of  the 
ace  program's  growth  since  its 
ancy. 

'Almost  every  city  with  a 
vSA  center  is  making  efforts  to- 
ird  commercialization.  What 
tkes  Houston  different  from 
Dse  other  centers  is  that  the  em- 
asis  here  is  on  entrepreneurial, 
vately  sponsored  projects.  In 
>st  other  areas,  the  entrepre- 
urial  aspect  is  not  nearly  so 
)minent,"  Huffstetler  says. 

?nture  Capital 

ien  assessing  why  commercial 
ice  companies  are  springing  up 
>und  Houston,  one  has  to  look 
fond  the  obvious  connection 
;h  JSC,  specifically  designated 
NASA's  center  for  commerciali- 
ion.  The  exceptionally  strong 
>port  for  commercial  space  pro- 
ts  from  venture  capitalists  in 
uston  is  another  enticement, 
me  of  the  city's  leading  venture 
)ital  companies  is  Criterion 
iture  Partners,  headed  by  sen- 
partner  David  Wicks,  who 


serves  as  a  coordinator  for  a  con- 
sortium of  venture  capital  groups 
that  is  ready  to  fund  promising 
commercial  space  programs. 

Criterion  has  working  co-invest- 
ment relationships  with  many  of 
the  other  leading  venture  capital 
groups  around  the  nation.  Space 
commercialization  holds  a  high 
priority  in  the  investment  strat- 
egy of  such  companies,  which  are 
looking  to  invest  money  in  the 
leading  industries  of  the  1990s. 

"High-risk  venture  capitalists 
expect  a  return  of  40  to  50  per- 
cent per  year  on  such  early-stage 
financing,"  says  Wicks. 

Another  factor  that  puts  Hous- 
ton out  front,  he  feels,  is  the  "en- 
trepreneurial spirit  here  that  is 
unbelievable  and  unbridled.  In- 
vestors who  were  caught  up  in 
real  estate  and  energy  are  now 
seeing  space  as  an  exciting  new 
opportunity." 


This  is  an  artist's  conception  of  the 
industrial  space  facility  (ISF)  being 
developed  by  Space  Industries  Inc., 
a  Houston-based  company.  The  unit 
can  be  used  singularly,  combined  in 
clusters,  or  attached  to  a  NASA 
space  station  to  support  manufactur- 
ing and  laboratory  functions.  It  also 
includes  a  pressurized  environment 
that  permits  easy  servicing  and 
maintenance  by  space  shuttle  crews. 


International  Scope 

Houston  is  also  a  center  for  inter- 
national banking  and  finance 
with  63  banks  from  18  foreign  na- 
tions, including  34  of  the  world's 
50  largest  banks.  As  an  interna- 
tional center,  Houston  has  the 
fifth  largest  consular  corps  in  the 
United  States,  with  54  offices  lo- 
cated in  the  city. 

The  space  commercialization 
effort  is  international  in  scope. 
Several  European  nations  are 
extremely  interested  in  establish- 
ing industries  in  space.  Houston's 
strong  international  ties  will  cer- 
tainly facilitate  global  coordi- 
nation and  information  flow 
once  space  commercialization 
takes  off. 


CAMERON, 


WORLD  LEADER 


IN  OILFIELD 


PRESSURE  CONTROL 


EQUIPMENT 


Manufacturing  products  for 
land  and  marine  drilling  and 
production:  blowout 
preventers,  gate  and  ball 
valves,  choke  systems, 
wellheads,  and  control 
systems. 
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Today's  solutions, 
tomorrow's  standi)  ds. 
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Besides  investment  dollars, 
Houston  also  has  the  brainpower 
and  research  and  development  ca- 
pabilities in  place  with  top  energy 
and  medical  personnel  located  in 
the  city.  Those  resources  can  be 
easily  redeployed  in  space 
technology. 

The  Texas  Medical  Center  (TMC) 
is  the  world's  largest  medical 
teaching  and  research  facility.  It 
represents  virtually  every  medi- 
cal specialty  and  provides  excel- 
lent health  care  services  and  a 
resource  for  business  opportuni- 
ties in  commercial  applications 
of  biomedical  research  and 
development. 

Space  Processing 

One  of  the  most  attractive  areas 


of  space  development  for  private 
industry— and  one  that  will  in- 
volve Houston's  medical  exper- 
tise—is the  processing  of  materials 
in  space.  Low-gravity  environ- 
ment and  other  characteristics 
make  space  processing  highly  pro- 
ductive and  efficient. 

Examples  of  space  material 
processing  include: 

■  purification  of  pharmaceutical 
and  biological  products; 

■  commercial  production  of 
larger  and  more  uniform 
batches  of  latex  spheres  needed 
in  the  calibration  of  medical  de- 
vices and  for  treatment  of  can- 
cer and  other  diseases; 

■  growth  of  large,  ultra-pure 
semiconductor  crystals,  such  as 
gallium  arsenide  and  mercury 
cadmium  telluride,  for  use  in 


ill 


high-speed  computers  and 
other  advanced  electronic 
devices; 
"containerless  processing"  ol 
improved  fiber-optic  glasses 
that  will  be  used  for  high-vol- 
ume, long-distance  communk 
tion  in  the  future;  and 
creation  of  exotic  metal  alloy: 
and  other  composites  that  car 
not  be  produced  on  Earth  be- 
cause gravity  causes  heavier  Apr 
substances  to  settle  out  durin  w 
melting  and  solidification. 


Bioprocessing  Center 


•  Houston  has  already  establishe< 
one  of  the  nation's  first  bio- 
processing research  centers 
through  the  University  of  Texasi 
Health  Science  Center  at  the 
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VIC.  The  new  Bioprocessing  Re- 
arch  Center  at  Houston  will,  for 
e  first  time,  bring  together  top 
ientists  from  NASA,  the  Hous- 
,  n  area's  academic  and  research 
istitutions,  the  petrochemical  in- 
>istry  and  the  nation's  premier 
'  larmaceutical  companies  in  a  con- 
I  rted  effort  to  develop  new  med- 
il  products  and  biotechnology. 
(The  first  project  of  the  center  is 
i  approximately  $2  million  con- 
Si  ict  with  JSC  to  provide  ground- 
|  sed  support  for  the  space 
nter's. bioprocessing  program. 
|ie  effort  will  focus  on  cell  sepa- 
jtion  techniques. 
|A  unique  instrument  to  be  used 
i  this  work  is  the  continuous 
>w  electrophoresis  system 
sFES),  a  molecular/ cell  separa- 
>n  unit  developed  by  McDonnell 


Douglas  Aeronautics  Corp.  specif- 
ically for  use  in  space.  Though  a 
unit  has  been  used  aboard  the 
space  shuttle  on  previous  missions 
to  separate  hormones  and  pro- 
teins for  Johnson  &  Johnson,  the 
Houston  research  center  is  the 
first  laboratory  in  the  world  to  use 
a  CFES  to  separate  cells  for  health 
care  and  other  commercial 
applications. 

Richard  Johnston,  director  of 
the  Bioprocessing  Research  Cen- 
ter at  Houston,  says  that  the  elec- 
trophoresis unit  is  essential  to 
space  bioprocessing. 

"About  95  percent  of  all  re- 
search and  development  has  to  be 
done  on  earth  to  establish  the  op- 
timum condition  for  separation  of 
cells  in  space.  In  contrast  to  the 
work  that  McDonnell  Douglas  is 


Doctors  performing  surgery  at  Baylor 
College  of  Medicine  in  the  Texas  Medi- 
cal Center,  the  world's  largest  medical 
teaching  and  research  facility. 
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Give  it  Shell  SU  2000"  Super  Unleaded  gasoline. 

A  patented,  high-octane  performance  gasoline. 

It's  designed  for  smooth,  quiet  power  and  it  fights 

critical  engine  deposits  that  can  cause  knock. 

Get  Shell  SU  2000  Super  Unleaded  gasoline. 
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CRSSIRRINE 


One  company  is  all  it 
takes  to  design  and 
construct  your  new 
headquarters  or  your 
new  processing 
plant.  Single  source 
responsibility. 

CRS  Sirrine. 


CRS  Sirrine  is  all  you  need  from  the  mo- 
ment you  begin  to  think  about  new  facilities. 
The  nation's  largest  architecture/engineering 
design  firm  is  also  the  largest  construction 
management  company.  From  Houston  to  Hong 
Kong,  CRSS  is  recognized  as  a  leader,  with  a 
broad  spectrum  of  major  domestic  and  inter- 
national projects  to  its  credit. 

Whether  you're  relocating  a  headquarters 
operation,  refurbishing  existing  interiors  or 
retrofitting  your  plant,  one  company  is  all  it 
takes.  For  commercial  and  recreational  cen- 
ters, high  technology  f acuities,  airports  and 
highways,  pulp  and  paper  mills,  food  process- 
ing plants,  power  generation  plants  and  de- 
fense installations-contact  just  one  company. 

CRS  Sirrine,  Inc/1177  West  Loop  South/ 
Houston,  Texas  77027/(713)  552-2000/Telex 
6868544  CRS  UW 


doing,  the  Houston  research  ce) 
ter  will  focus  on  separation  of 
cells— the  factories  that  produc 
the  hormones— and  on  isolation 
unique  and  important  cells  for 
health  care,"  he  adds. 

Beyond  the  direct  result  of 
producing  pharmaceuticals,  the 
potential  biotechnical  spinoffs 
from  this  work  can  have  a  direc 
effect  on  hospital  instruments. 
For  example,  breakthroughs  in 
miniaturization  from  space  bio 
processing  equipment  can  perm 
the  construction  of  smaller  labc 
ratory  equipment.  Equipment  c 
veloped  to  monitor  this  space 
work  can  be  transformed  into 
new  monitoring  devices  for  pa- 
tients in  intensive  care  units, 
Johnston  says. 


Space  Labs 


Houston  is  also  the  lead  site  for> 
the  U.S.'s  program  to  build  an  oi 
bital  space  station. 

Besides  NASA's  effort,  Space « 
dustries  Inc.  in  Houston  is  deve 
oping  the  first  such  facility  in  tl 
world.  SII  is  a  private  corporate 
founded  in  1982  to  develop  and 
lease  manufacturing  and  labora 
tory  facilities  that  will  operate  i 
space.  The  facilities  will  be  plac 
in  orbit  and  serviced  by  NASA's 
space  shuttle. 

SII  plans  to  place  its  first  indul 
trial  space  facility  into  low-Eartj 
orbit  in  1989  to  support  activi- 
ties that  yield  space-processed 
materials. 


Space  Foundation 


Houston  is  the  home  for  The 
Space  Foundation,  a  non-profit 
public  education  and  research 
foundation  created  in  1979  by 
space  scientists  from  Rice  Univi 
sity  and  the  University  of  Texas 
Austin  and  a  small  group  of  Tex 
businessmen. 

The  foundation's  purpose  is  t( 
raise  and  direct  philanthropic 
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Which  means  you  can 
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Compare  this  to  other 
banks.  Then  call  or 
come  by  First  City  today 
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funds  for  outstanding  research  on 
the  economic  development  and 
use  of  space,  and  to  stimulate 
awareness  among  influential  na- 
tional leadership  groups  about 
the  high  prospects  that  space 
resources  hold  for  the  nation's 
future. 

Dr.  William  Urban,  Space  Foun- 
dation president,  says  that  the 
commercial  space  industry  is  ex- 
pected to  create  35,000  to  50,000 
new  jobs  in  Houston  by  1990  and 
more  than  10  million  across  the 
nation  by  the  end  of  the  century. 

Urban  also  feels  that  revenues 
from  this  new  industry  could  com- 
pletely reverse  the  nation's  nega- 
tive balance  of  foreign  trade. 

The  Houston  Outlook 

Houston  is  a  good  location  for  any 
business,  but  especially  those  in- 
terested in  space.  There  will 
be  many  space  support  services- 
launch,  health  care,  special  high- 
tech  accounting  and  legal  services 
—that  the  commercialized  industry 
will  require.  Houston  has  many 
assets  that  will  appeal  to  these 
companies. 

As  the  nation's  fourth  largest 
city,  Houston  is  experiencing  a 
population  growth  rate  that  is 
twice  the  national  average  for 
large  cities.  In  addition,  there  is  a 
wide  availability  of  low-cost  of- 
fice and  industrial  space.  And 
with  the  Texas  Medical  Center, 
petrochemical  industry  and 
NASA,  Houston  has  a  well-edu- 
cated, skilled  labor  pool  available. 

In  fact,  Houstonians  in  general 
are  younger,  better  educated  and 
more  affluent  than  their  counter- 
parts in  most  other  major  metro- 
politan areas,  with  the  lowest 
median  age  and  the  third  highest 
per  capita  income  in  the  United 
States. 

The  pro-business  attitude  of  lo- 
cal government  helps  businesses 
achieve  their  goals.  Houston  has 
the  fewest  restrictions  of  any  ma- 


HOUSTON 
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Space  Shuttle  mock-up  at  Houston's  Johnson  Space  Center,  which  is  Mission 
Control  for  the  Space  Shuttle  program  and  the  lead  site  for  NASA's  effort  to 
commercialize  space. 


jor  city  in  the  United  States  on  the 
formation  and  location  of  new 
businesses. 

In  addition,  Houston's  favorable 
tax  structures  are  an  attractive 
asset.  Neither  Houston  nor  Texas 
levies  income  taxes  on  corpora- 
tions or  individuals.  Businesses 
are  also  exempt  from  paying  state 
and  city  sales  tax  on  machinery 
and  equipment,  and  there  is  no 
state  property  tax. 

Brainpower  and  entrepre- 
neurism  are  two  unique  elements 
in  Houston  that  will  continue  to 
provide  a  better-than-average 
chance  of  success  for  new  busi- 
nesses. And  the  research  and  de- 
velopment efforts  of  the  energy 
industry,  TMC  institutions  and 
NASA  will  be  essential  in  the  cre- 
ation of  new  opportunities  for 
those  businesses. 

Assessing  Houston's  position  in 
the  race  to  commercialize  space, 
JSC's  Huffstetler  says  the  city  has 
tremendous  industrial  and  ven- 
ture capital  resources. 

"In  Houston,"  he  says,  "we 
have  all  the  necessary  elements- 
universities,  major  aerospace  con- 
tractors, a  large  venture  capital 
pool,  a  skilled  labor  force,  city 
government's  pro-business  atti- 


tude and  Johnson  Space  Center 
What  we  have  to  do  is  bring  to-  \ 
gether  the  organizers  and  man-  J 
agers,  now  in  private  business, 
who  know  NASA  and  can  offer 
the  technical  management  con-  j 
suiting  and  cautious  optimism 
that  the  commercial  space  pro-  I 
gram  needs. 

"Houston  certainly  has  the 
potential  and  is  consolidating  it  I 
considerable  resources  to  get 
behind  the  commercialization 
effort,"  Huffstetler  adds.  "Our 
main  strength  is  the  entrepre- 
neurial spirit  of  Houston's  space  I 
industry.  Right  now,  it  looks  likj 
all  system  are  go."B 



"Houston:  A  City  of  Ambition  - 
Reaches  for  the  Stars"  was 
prepared  for  FORBES  Magazi  |j 
by  the  Houston  Economic 
Development  Council.  For 
additional  information  about  | 
business  opportunities  or  the 
economic  climate  in  Houston, 
contact  the  Houston  Economic  I 
Development  Council,  a  cowm  j 
of  the  Houston  Chamber  of 
Commerce,  at  (7lB)  651-7200, 
1100  Milam,  24th  Floor, 
Houston,  Texas  77002. 

Design:  DeMartino/Schultz  Inc. 


HOUSTON  AND  TRANSCO 
GROWING  TOGETHER 
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ijoyed  remarkable 
siness  success.  Since  1950,  when  Transcos 
delivery  of  natural  gas  was  made,  our  asset 
has  grown  from  $256  million  to  more  than 
oillion.  And  we've  grown  from  a  pipeline  company  /r 
versified  energy  company  with  interests  in  oil  ant1 
iloration  and  production  and  coal.  In  fact,  Irani. 
Exploration  Partners,  Ltd.  was  one  of  the  most  successful  ojl' 
nd  gas  exploration  and  production  companies  in  the  inAetstr 
last  year,  replacing  production  with  new  reserves  by  more  than : 
j  percent.  Transco  growth  parallels  Houston's  booming  develop 
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|vate  sectors.  Thanks,  Houston,  for  providing 


Read  a  slim  volume 
about  reducing  costs. 


Umted  Energy  Resources,  Inc.     1984  Annual  Report 
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It's  a  short  and  sweet  storyi 
United  Energy  Resources ; 
subsidiary  companies,  sue 
United  Gas  Pipe  Line  Com 
and  United  Texas  Transmii 
Company. 

It's  a  story  about  reducii 
cost  of  natural  gas,  transpo 
and  operations.  It's  about  s 
outstanding  rate  issues  anc 
tuting  new  marketing  mec. 
for  greater  flexibility.  It's  a 
maintaining  a  balanced  po> 
of  short-,  medium-  and  Ion 
natural  gas  supplies  to  man 
market  characteristics. 

It's  the  story  of  how  UEP 
significantly  reduced  the  a 
of  Canadian  gas  supplies  ar 
tinues  to  negotiate  with  dual 
producers  to  reduce  both' p  ; 
and  minimum  purchase  vo 

In  a  nutshell,  it's  about  I 
long-range  competitivenes 
the  cost-effective  steps  we'  | 
to  ensure  it.  And  it's  aboutJ 
you  read  about  it. 

Request  a  copy  of  our  1 9 1 
annual  report  by  writing  U    i 
Energy  Resources,  Inc.,  P   i 
1478,  Houston,  Texas  770( 

Chances  are  slim  you'll  f 
more  profitable  reading. 


UNITED  ENERGY 
RESOURCES,  INC. 


Numbers  Game 


m  Australian  judge  warns  the  U.S.  ac- 
ounting  profession  of  the  mounting 
]7reat  of  malpractice  suits. 

A  few  words 
from  the  bench 


By  Andrew  Rogers 


ijWW  hile  Congress  is  consider- 
UU  mg  the  imposition  of  stricter 
■  V  accounting  standards,  I 
)uld  suggest  it  also  consider  the  ac- 
unting  profession's  alarming  expo- 
re  to  malpractice  actions.  Failure  to 
t  could  result  in  the  same  crushing 
rden  of  malpractice  insurance  that 
s  medical  profession  must  bear. 
[  presided  over  a  case  in  Sydney, 
istralia  in  which  I  handed  down  a 
J 45  million  judgment  ($100  mil- 
n  U.S.)  in  March  against  a  partner- 
ip  of  30  or  so  auditors.  A  number  of 
Dse  partners  have  died  or  retired 
ice  the  date  of  the  audit.  There  can 
no  prospect  of  judgment  being  sat- 
ied  because  the  remaining  assets 

inadequate.  Whether  the  remain- 
;  partners  go  bankrupt  is  in  the 
rids  of  the  receiver. 
The  facts  in  the  case,  Cambridge 
>dit  Corporation  Ltd.,  v.  Hutcheson 
d  Others,  were  reasonably  straight- 
ward.  Cambridge  Credit,  a  highly 
eraged  real  estate  developer, 
imed  to  have  stockholder  equity  of 
12.3  million  in  the  1971  state- 
nts  audited  by  the  defendants.  Had 
:  auditors  done  their  work  correct- 

and  required  appropriate  provi- 
ns  for  bad  debts,  that  year-end 
tement  would  have  shown  share- 
der  equity  of  only  $A3.1  million, 
i  court  ruled,  and  SA40  million 
•re  in  debentures  than  the  com- 
ly's  trust  deed  permitted, 
lad  such  facts  been  properly  dis- 
sed,  it  would  have  been  obvious 

Irew  Rogers  is  a  Justice  of  the  Supreme 
trt  of  New  South  Wales  in  Australia. 


Justice  Andrew  Rogers 
"Alarming  exposure. 


that  Cambridge  was  in  default  under 
the  debt  covenants.  A  receiver  would 
have  been  appointed  and  debenture 
holders  would  have  been  paid  in  full. 
As  it  was,  a  receiver  was  only  appoint- 
ed in  September  1974  after  the  Aus- 
tralian government  tightened  the 
money  supply,  and,  as  a  consequence, 
the  demand  for  land  practically 
ceased.  The  receiver  set  about  realiz- 
ing the  assets  of  Cambridge  Credit  in 
a  land  market  that  had  collapsed.  As  a 
result,  there  was  a  deficiency  in  assets 
versus  liabilities  estimated  at  $A175 
million.  Debenture  holders  have  no 
prospect  of  recovering  more  than  a 
fraction  of  their  investment. 

The  auditors  argued  that  even  if 
they  were  in  breach  of  their  obliga- 
tions in  1971,  the  1974  deficiency  had 
nothing  to  do  with  their  failure.  The 
collapse  of  the  company  resulted  sole- 
ly from  the  actions  of  the  Australian 
government  in  imposing  restrictions 
of  unprecedented  severity  on  credit. 


Besides,  three  years  had  elapsed  be- 
tween the  audit  of  the  1971  accounts 
and  the  collapse  of  the  company.  Dur- 
ing that  time  they  had  no  say  in,  and 
were  not  responsible  for,  the  conduct 
of  the  company's  business.  In  the 
auditors'  view,  if  the  plaintiffs  were 
permitted  to  recover,  there  would  be 
an  open  license  for  anyone  in  that 
position  to  undertake  the  most  fool- 
ish enterprises  without  fear  of  loss. 

But  the  court  found  that  Cambridge 
was  in  a  financially  fragile  condition 
in  1971,  and  it  was  this  fragility  that 
destroyed  it  once  the  artificial  hot- 
house atmosphere  of  the  land  boom 
ceased  to  sustain  it. 

What  the  judgment  demonstrates,  if 
sustained  on  appeal,  is  that  the  finan- 
cial consequences  of  auditors'  negli- 
gence may  not  emerge  for  some  years, 
and  that  when  they  do  they  may  far 
exceed  any  amount  contemplated  at 
the  time  of  the  negligent  act.  This 
makes  the  task  of  insuring  against  loss 
one  of  immense  difficulty  for  the  audi- 
tor, and  for  the  underwriter. 

It's  noteworthy  that  the  Australian 
decision  completely  erodes  the  rea- 
soning upon  which  some  courts  in  the 
U.S.  have  been  extending  the  liability 
of  auditors.  Recently,  the  New  Hamp- 
shire Supreme  Court  said:  "The  ac- 
countant, through  the  fee  structure, 
can  pass  along  to  his  clients  the  cost 
of  insuring  against  financial  loss  sus- 
tained by  them  through  reliance  upon 
his  negligent  misstatement  of  fact." 
How  can  the  accountant  adequately 
insure  when  the  amount  of  possible 
liability  is  so  speculative? 

Nor  is  the  Australian  judgment  an 
isolated  instance  of  exposure  of  audi- 
tors to  potentially  huge  liability.  An- 
other recent  example  of  auditors  be- 
ing the  target  of  megasuits  occurred 
earlier  this  year  when  the  British  gov- 
ernment filed  a  $260  million  damage 
suit  for  alleged  negligence  against  the 
auditors  of  the  De  Lorean  Motor  Co. 
in  Northern  Ireland. 

I  believe  judgments  like  the  Austra- 
lian decision  will  increase  pressure 
for  incorporation  of  auditing  firms  to 
limit  the  liability  of  individual  part- 
ners. Another  result  will  be  height- 
ened interest  by  any  careful  company 
management  in  the  insurance  cover- 
age carried  by  its  auditors.  That  in 
turn  will  mean  a  higher  premium,  not 
only  because  of  the  increased  amount 
of  insurance  carried,  but  also  because 
insurers  will  now  perceive  auditor  in- 
surance as  a  much  greater  risk  than 
heretofore.  ■ 
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but  we  didn't. 


roducing  the  new  COMPAQ  DESKPRO  286T! 
>re  features,  more  speed,  more  power. 


:  people  think  the  IBM®  Per- 
1  Computer-AT™  holds  the 
'ds  for  speed,  memory,  and 
ge.  But  now  COMPAQ®  has 
ed  a  personal  computer  that 
es  the  technology  much  further. 

A  faster  computer 

computer  companies  would 
been  satisfied  with  a  com- 
■  that  ran  programs  as  fast  as 
3M  PC-AT.  But  not  COMPAQ, 
lew  COMPAQ  DESKPRO  286 
all  the  popular  programs 
faster. 

Work  alone  or  network 

would  have  been  content  with 
gabytes  of  memory,  the  IBM 
T's  maximum.  But  again, 
COMPAQ.  The  COMPAQ 
PRO  286  can  expand  to  8.2 
bytes. 

1  most  would  have  been  com- 
le  with  40  Megabytes  of  stor- 
he  IBM  PC-AT's  maximum, 
'e  designed  the  COMPAQ 
PRO  286  to  expand  up  to 
gigabytes  so  it  can  become 
if  :r,  more  powerful  network 
Irver. 

I:  the  IBM  PC-AT,  COMPAQ 
si  360-K  byte  and  high -capacity 
Megabyte  diskette  drives.  But 


we  didn't  stop  there.  We  offer  you 
more.  Like  the  internal  fixed  disk 
drive  back-up  system  pioneered  by 
COMPAQ,  to  protect  all  the  data  on 
your  20-,  30-,  or  70-Megabyte  f ixed 
disk  drive  system.  There's  room 
to  accommodate  up  to  four  storage 
devices. 

No  compromises 

The  COMPAQ  DESKPRO  286 
offers  a  monitor  that  displays 
both  high-resolution  text  and  graph- 
ics. To  get  the  same  feature  with 
the  IBM  PC-AT,  you'd  have  to  pay 
considerably  more. 

In  short,  with  the  COMPAQ 
DESKPRO  286,  you  don't  get  com- 
promises. Just  a  more  powerful, 
more  advanced,  more  com- 
plete personal  computer 
for  anyone  who  demands 
the  utmost  in  performance. 

And  if  you  need  all  this 
power  to  go,  we  also  offer 
it  in  a  package  half  the  size 
of  an  IBM  PC-AT,  complete 
with  a  handle.  It's  called  the 
COMPAQ  PORTABLE  286™ 

Portable  or  desktop, 
COMPAQ  offers  comput- 
ers without  equal.  Because 
we  design  them  without 
compromise. 

For  a  free  brochure  or 
the  location  of  your  near- 
est Authorized  COMPAQ 
Computer  Dealer,  call  toll- 
free  1-800-231-0900  and 
ask  for  operator  7. 
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ly  works  better. 


Marketing 


Edited  by  Stephen  Kindel 


There  are  educational  magazines  and,  of 
course,  comic  books  for  children.  Then 
there  are  the  magazines  that  Don  Welsh 
produces  for  'small  adults. " 

No  lambs,  bears 
or  talking  down 


By  Ellen  Benoit 


Donald  Welsh  has  a  19th-cen- 
tury turn  of  mind  when  it 
comes  to  children:  He  thinks 
of  them  as  small  adults.  As  president 
of  Telepictures  Publications,  he  keeps 
this  principle  much  in  mind  for  his 
quarterly  magazines  for  children, 
which  are  modeled  on  adult  maga- 
zines: Muppet  Magazine  on  People,  and 
Barbie  Magazine,  in  Welsh's  words,  a 
"Seventeen  for  7-year-olds."  There  is 
also  a  third  magazine,  He-Man  and  the 
Masters  of  the  Universe,  with  two  more 
planned  for  production  this  fall:  She- 
Ra  The  Princess  of  Power,  modeled  on  a 
toy  by  Mattel,  and  GoBot,  based  on  a 
Tonka  toy. 

"Kids  are  sophisticated  and  educat- 
ed and  have  a  wonderful  sense  of  hu- 
mor," says  Welsh,  41.  He -spent  11 
years  in  the  publishing  business,  sell- 
ing ads  for  Fortune  and  working  as 
associate  publisher  of  Rolling  Stone, 
before  coming  to  Telepictures. 

Telepictures'  publications  claim  a 
combined  circulation  of  about  2  mil- 
lion and  gross  about  $8  million  for 
Welsh's  company,  a  wholly  owned  di- 
vision of  Telepictures  Corp.  Although 
Telep'dtures  won't  give  out  profit  fig- 
ures, you  can  bet  the  magazine  mar- 
gins are  high:  All  three  quarterlies  are 
produced  by  the  same  staff,  effective- 
ly making  the  operation  run  like  a 
single  monthly.  Advertising  rates  are 
quite  high:  $15,000  for  one  four-color 
page — about  26%  of  what  People 
charges. 

The  idea  for  Muppet  Magazine  came 
to  Welsh  four  years  ago,  when  his  9- 


Telepictures  Publication 's  Donald  Welsh 
A  slick  sell  to  sophisticated  kids. 

year-old  daughter  asked  for  a  sub- 
scription to  People  for  Christmas. 
Thinking  that  there  must  be  some- 
thing more  appropriate  for  her  age 
group,  Welsh  looked  around  and 
found  no  entertainment  magazines 
for  children.  At  least,  none  that  Welsh 
didn't  find  either  boringly  educational 
or  condescending. 

"Children's  publications  talk  down 
to  the  kids,  and  they're  always  teach- 
ing," Welsh  says.  Even  worse  than 
that,  he  says,  "They  are  printed  on 
cheap  paper,  and  they  always  seem  to 
have  lambs  and  bears  in  the  margins 
of  the  pages." 

Welsh  exaggerates.  James  Galton, 
president   of  Marvel   Entertainment 


Group,  points  out  that  6  million  kic 
read   Marvel's   Super  Heroes   corn:! 
books  every  month.  Says  Galton,  "WJ 
are  first,  foremost  and  forever  stor 
tellers."  And  a  good  deal  bigger  tha 
Telepictures.  Marvel  probably  grosse| 
$50  million  last  year. 

But  comic  books  aren't  magazine  I 
The  Muppet,  Barbie  and  He-Man  mag; 
zines  are  on  glossy  paper  and  incluc 
magazine-like  features  such  as  lette: 
to  the  editor,  games  and  celebrity  ii 
terviews,  all  of  which  are  missirl 
from  comic  books. 

Welsh   has    competition,    but   it  I 
limited.  Children's  Television  Worl 
shop    has    spinoff    magazines    froi 
some  of  its  shows,  but  they  are  in 
tended  to  be  "educational."  Closer  tl 
Welsh's    category,     Scholastic,    In 
publishes      three      "entertainment 
magazines — Peanut  Butter,  for  kinde 
garten  and  first-grade  children;  HA 
Dog,  for  grades  two  and  three;  arl 
Dynamite,  for  grades  four  through  si; 

Scholastic  offers  its  magazines  onll 
through  its  book  club  (although  til 
company  is  currently  testing  the  majl 
azines  in  WaldenBooks  and  B.  DaltcJ 
bookshops  as  well).  It  claims  to  sell 
million  copies  a  year,  at  $1.25  apiecj 
Since  Scholastic  accepts  no  advertij 
ing  for  its  magazines,  its  revenues  ai| 
about  $2.5  million. 

The    kiddie    market    is    temptinj 
There  are  some  30  million  people  if 
the  U.S.  between  the  ages  of  6  and  I 
with  the  fastest-growing  group  the 
year-olds.  No  surprise,  then,  that  laj 
January    Marvel    launched    a    seriif 
called  Star  Comics,  aimed  at  4-to-ii 
year-olds,  featuring  merchandise  hi 
roes   like   Cabbage   Patch   Kids  ar 
Strawberry  Shortcake  and  media  sta- 
like  Heathcliff  and  the  Muppets.  Ma'{ 
vel  does  the  creative  work,  the  licei 
sors  get  the  royalties. 

Telepictures  structures  its  deals 
that  manufacturers  pick  up  some 
the  publishing  costs  in  return  for 
share  of  the  profits.  Thus,  Mattel,  ft  j 
example,  kicks  in  for  Barbie  Magazir, 

The  parent  company  seems  please* 
as  punch  with  its  venture  into  pu 
lishing.     Telepictures     Corp.     (19£| 
sales,  $107  million),  which  is  trade 
over-the-counter,  produces  and  di  I 
tributes  television  programs  and  ope  J 
ates  several  TV  stations.  Now  it 
joining  with  Rolling  Stone  to  purcha;  | 
Us  magazine  from  MacFadden  Hoi 
ings,  Inc.  and  Warner  Communic  I 
tions.  The  idea,  says  Welsh,  is  to  tal 
the  same  slick  and  colorful  approac| 
that  seems  to  work  on  children's  ma 
azines  and  use  it  on  adults.  They  a:  | 
probably  almost  as  sophisticated 
today's  kids. 
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Some  are  born  rich. 
Others  are  born  to  become  rich. 


Therefc  only  one  bank  for  the  born 
entrepreneur.  A  bank  uniquely  designed 
to  meet  his  special  needs 
Banking  and  Investment 

In  major  cities  around  the  country,  our 
relationship  managers  use  their  experience 


and  authority  to  respond  quickly  and 
confidentially  to  the  most  complex  and 
its  bank  Private  unusual  needs — from  lending  against  illiquid 
assets  to  portfolio  management  to  admin- 
istering complicated  amttio  jk  jl  i/as 
estates  and  trusts.      tsl  I  ID  AIM \  %9 
PRIVATE  BANKING  &  INVESTMENT 


Fluent  in  he  ways  of  the  affluent. 


Howa  neat  twist 

from  General  Electric  Credit 

Corporation  helped  one  company 

weather  a  financial  storm 


And  two  other  examples  of  faith  and  financing 

that  have  made  GE  Credit 

number  one  in  diversified  finance  services 
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The  "audio"  twist 

from  GE  Credit  that 

helped  McAllister 

ride  out  the  recession 

lOKING  AROUND  New  York  harbor, 
on  after  arriving  in  1864  from  Ire- 
nd,  James  McAllister  had  an  idea 
at  there  was  money  to  be  made  un- 
iding  clipper  ships  and  transport- 
g  their  wares  to  piers  along  the 
y's  rivers. 

1  He  started  with  one  sloop.  Today, 
u  can  spot  McAllister  tugs  moving 
pertankers,  containerships,  and 
i  rges  in  ports  around  the  world. 

|  GE  Credit's  relationship  with 

'Allister  Towing  &  Transporta- 

<n  began  over  a  decade  ago  when 

*■&  we  arranged  the  first  of 

,H^    what  have  become  periodic 

financial  packages  for  the 

company. 

To  date,  total  transactions 
tiave  exceeded  $20  million. 

2        While  money  is  obviously 
'/  McAllister's  priority  it  is  inter- 
esting to  note  the  other  reason 
ap  they  feel  comfortable  doing 
business  with  GE  Credit. 
f\     Lawrence  Chan,  the  com- 
V  pany's  Senior  V.P.  of  finance, 
sums  it  up: 
"GE  Credit  is  a  sophisticated 
financial  resource,  yet  it  has 
never  forgotten  the  personal  ap- 
proach in  client  relations. 

"When  you  talk  to  senior  peo- 
ple at  GE  Credit  they  are  so  darn 
owledgeable  about  our  business 
;y  could  almost  qualify  as  ship 
ners!" 

The  GE  Credit  twist:  many  com- 
lies  may  lend  you  money,  but  we 
o  know  how  to  lend  an  ear 
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The  "intangible" 
;  twist  from  GE  Credit 

that  helped 
Southwest  Gas  heat  up 

'  THWEST  GAS  CORPORATION  ur- 
jitly  needed  to  increase  winter 
i  liability  of  natural  gas  to  meet 

>  pite  difficult  times  in  the  shipping 

►  iness,  McAllister  Towing  &  Trans- 
lation has  continued  to  guide  ships 
forts  around  the  world,  thanks 

\  close  financial  relationship  with 
Credit. 


customer  demands  in  Reno,  Carson 
City,  and  Lake  Tahoe. 

The  most  cost-effective  solution 
was  to  construct  a  liquid  natural  gas 
(LNG)  storage  facility  because  it 
would  enable  Southwest  to  make 
year-round  use  of  incoming  pipe- 
lines. 

The  utility  had  decided  that  leas- 
ing would  provide  the  best  post-con- 
struction financing.  And,  they 
"hoped"  to  structure  the  financing 
as  a  leveraged  lease. 

The  problem  was  that  the  cost  of 
financing  from  traditional  bank 
sources  was  at  an  all-time  high— 
until  GE  Credit  came  to  the  rescue 
with  a  $57  million  deal  and  an  idea 
that  was  perhaps  equally  valuable. 

The  GE  Credit  twist:  the  option 
of  time.  After  our  leasing  experts 
gave  high  marks  to  Southwest's 
project  design,  supply  contract,  the 
reserves  of  its  suppliers,  and  the  reg- 
ulatory environment,  we  created  a 
single  investor  lease  for  the  utility 
which  allowed  them  to  repay  their 
construction  lenders. 

GE  Credit  then  gave  Southwest 
the  option  of  converting  to  a  lever- 
aged lease  which  gave  them  time  to 
bring  together  the  capital  to  fund  it. 

Moral:  Sometimes  the  most  tan- 
gible asset  a  financial  services  com- 
pany can  provide  is  a  very  intangible 
idea. 
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The  "guaranteed" 
twist  from  GE  Credit 

that  helped  Pacific 
Scene  thumb  its  nose 
at  high  interest  rates 

NOTHING  SMALL  about  the  way 
Pacific  Scene  thinks. 

When  the  single-family  home- 
builder  and  developer— the  largest 
in  San  Diego— came  to  GE  Credit, 
they  were  seeking  a  comprehensive 
$20-million  mortgage  commitment 
for  over  1,000  units  on  six  sites  in 
three  states. 

In  the  uncertain  construction 
year  of  1982,  that  was  a  substantial 
request,  even  for  Pacific  Scene,  even 
with  their  longtime  record  of  build- 
ing over  500  homes  annually. 

Undismayed,  GE  Credit's  real  es- 
tate experts  decided  to  evaluate  the 
company  anyway,  beginning  with 
on-site  inspections  at  each  of  the 
proposed  locations.  (Now  we  know 
why  our  experts  are  forever  putting 
down  "shoes"  on  their  out-of-town 
expense  reports!) 


We  found  that  Pacific  Scene  de- 
served its  fine  reputation.  Their 
homes  were  priced  to  the  means  of 
the  Sunbelt  market— a  market  that 
was  expanding. 

In  addition,  they  were  extremely 
savvy  marketers  which,  next  to  solid 
construction  methods,  is  perhaps 
the  most  important  factor  for  suc- 
cess in  the  building  business. 

And  so  we  made  a  $20-million, 
one-year  commitment  to  Pacific 
Scene. 

The  GE  Credit  twist:  Using  our 
"Builder  Forward"  program,  GE 
Credit  guaranteed  that  the  interest 
rate  charged  to  Pacific  Scene  would 
not  exceed  the  FHA/VA  index  as  of 
November  4,  1982.  We  also  capped 
the  number  of  discount  points. 

More  importantly,  if  the  mortgage 
index  declined,  under  "Builder  For- 
ward" the  rate  would  be  adjusted  ac- 
cordingly. The  lowest  rate  of  that 
year  would  remain  in  effect 
throughout  the  remainder  of  the 
commitment. 

Tawfiq  Khoury  president  and 
CEO  of  Pacific  Scene,  Inc.,  said, 
"Commitments  of  a  years  dura- 
tion on  any  basis  but  floating 
rate  are  unusual.  GE  Credit's 
provision  (through  General 
Electric  Mortgages)  to  both  stabi- 
lize the  rate  and  pass  along  any 
decrease  represents  a  unique 
approach  to  mortgage  lending!' 

Postscript:  Construction  is  less 
uncertain  now,  but  GE  Credit's 
"Builder  Forward"  program  is  no 
less  viable.  Call  us  to  see  how  it  can 
benefit  you. 

To  find  out  how  we  do  it,  mail 
the  coupon  below. 

Or  call  800  243  2222. 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road, 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit  de- 
scribing additional  financial  packages 
and  a  "Guide  Through  the  Leasing  Maze." 

NAME 


COMPANY, 
ADDRESS- 
CITY 


STATE. 


General 
Electric 


Credit 

CORPORATION 


F 061 785 


rearing  Money  For  Business 
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Less  is  more 

i: 


Isto  e  Coke! 

Coca-Cola  has 

changed  its  jingle 
formula,  too.  For  years 
Coke  usually  commis- 
sioned its  own  jingles. 
Such  memorable  cam- 
paigns  as    "Coke   adds 
life"  and  "Coke  is  It" 
are  all  the  products  of 
the  creative  advertis- 
ing process.  But  if  you 
listen  to  the  current 
version  of  "Coke  is 
It,"  you  will  hear  a 
distinctly       Brazilian 
melody. 

As  well  you  should. 
The  music  for  the  com- 
mercial is  an  upbeat 
tune  originally  called  "The  Waters  of 
March."  The  song  was  a  hit  in  Brazil 
and  throughout  much  of  the  rest  of  the 
world  back  in  the  1970s.  It  enjoyed 
minor  success  in  the  U.S.  when  record- 
ed by  Sergio  Mendes  and  Brasil  77. 


Oreos  and  Double  Stuf 
More  buck  for  the  bite 


m&k 


Composer  Antonio  Carlos  Jobim 
Coke  with  a  Brazilian  lilt. 

According  to  our  sources  at  Coke's 
agency,  McCann-Erickson  Inc.,  Coke 
paid  the  tune's  composer,  Antonio 
Carlos  Jobim — best  known  for  "The 
Girl  from  Ipanema" — $55,000  to  buy 
the  rights  to  "The  Waters  of  March." 
Jobim  also  wrote  the  new  arrange- 
ments, for  an  undisclosed  amount. 

What  prompted  Coke  to  break  away 
from  its  wholesome,  ail-American 
jingle  style?  Let's  call  it  the  Latin  con- 
nection. The  rumor  around  McCann 
is  that  Coke's  senior  vice  president 
and  head  of  marketing,  Sergio  Zyman, 
who  is  Mexican-born,  thinks  Jobim  is 
one  of  the  world's  great  songwriters. 
Is  Coke's  reformulation  a  realization 
that  its  future  growth  is  internation- 
al? Provavel—S.K. 


166 


t  took  Nabisco  73  years  to  figure 
out  what  every  kid  already  knew: 
It's  the  creamy  white  stuff  between 
the  crunchy  chocolate  stuff  that  is  the 
fun  part  of  an  Oreo  cookie.  Once  it 
figured  that  secret  out,  in  1974,  Na- 
bisco wasted  no  time  capitalizing  on 
it.  Oreo  Double  Stuf,  with  little  adver- 
tising support,  today  accounts  for  20% 
to  25%  of  all  Oreos  sold. 
Nabisco  remains  the 
biggest  presence  in  the 
so-called  biscuit  busi- 
ness, with  sales  of  nearly 
$1.8  billion  in  that  cate- 
gory alone  last  year.  One 
of  the  things  that  may 
well  be  making  the  com- 
pany a  cookie  monster, 
however,  is  the  Double 
Stuf  equation.  The  cook- 
ies are  more  expensive 
than  regular  Oreos — 
they  cost  about  10%  to 
26%  more  at  retail,  de- 
pending on  where  you 
shop — but  in  a  l'A-pound  package  of 
Double  Stuf  you  will  discover  nine 
fewer  cookies  than  in  a  regular  Oreo 
package  of  the  same  weight. 

Nabisco  refuses  to  comment,  but  it 
seems  to  us  that  18  fewer  cookie 
pieces  might  offset  the  cost  of  the 
additional  white  stuff  in  a  package  of 
Double  Stuf  cookies.  Looks  like  savvy 
marketing. — Raymond  Goydon 


Not  funny 

Distribution  is  to  beer  what  loca- 
tion is  to  real  estate.  Proof?  Take 
a  look  at  the  race  for  sales 
between  Amstel  Light  and 
Kronenbourg,  which  were 
both  first  imported  to  the 
U.S.  in  1980. 

Amstel  Light  is  distributed 
by  Van  Munching  Importers, 
whose  hundreds  of  salesmen 
have  spent  more  than  50 
years  making  Heineken  the 
bestselling  imported  beer  in 
the  U.S.,  in  the  process  get- 
ting it  into  all  50  states.  With 
that  network  it  was  relative- 
ly easy  to  move  Amstel  Light 
into  the  same  outlets  that 
sell  Heineken,  so  much  so 
that  sales  rose  from  250,000 
cases  in  its  first  year  to  1.5 
million  cases  this  year.  And 
that's  despite  the  fact  that  its 
advertising  campaign,  "95 
calories  never  tasted  so  im- 
ported," has  been  no 
prizewinner. 


Light  beer 
Heavy  sales. 


Compare  that  with  the  frustratioi 
of  Kronenbourg,  U.S.A.  in  its  fight 
increase  its  market  share  during  t' 
same  period.  Though  its  campaign 
far  better  recognized,  with  Briti: 
funnyman  John  Cleese  appealing 
people  to  "Have  a  Kroney  with  yo 
crony,"  Kronenbourg's  sales  have  ri 
en  from  300,000  cases  to  only  abo 
700,000  cases. 

Concluding  that  good  humor  m, 
not    be   enough,    the    company   la 
month  stopped  doing  its  own  distri 
uting  and  signed  up  with  Guinne 
Import  Co.,  which  has  outlets  in 
states.  "We  made  the  switch  in  ord 
to  increase  our  marketing  and  dist 
bution    nationwide,"    says    Krone 
bourg,  U.S.A.  President  Robert  W 
son.  "Sure,  advertising  and  promoti< 
are  important,  but  we  want  to  mi 
certain  the  beer  is  there  when  tl 
consumer  goes  to  buy  it.  Otherwijj 
any  money  we  spend  on  advertisi: 
will  be  wasted." — Kelly  Walker 


3M  versus  dingers 

Tlhe  battle  for  supremacy  in  t 
market  for  repositionable  adhesi 
notes  is  joined.  3M's  Post-it  Noti 
which  have  become  as  much  a  star 
of  the  office  as  staples,  have  own 
the  product  category — and  an  es 
mated  $200  million  in  sales — sin 
they  first  hit  the  market  in  1979 

But  competition's  coming.  Avei 
Rediform  and  Ampad  Corp.,  large,  ti 
ditional  office  supply  companii 
have  begun  marketing  me-too  pre 
ucts,  and  a  number  of  other  firms 
rumored  to  be  hard  at  work  on  entri 
of  their  own. 

Why  has  3M  gone  unch. 
lenged  for  so  long?  Robert 
Antrasian,  executive  vi 
president  of  Ampad,  believ  | 
it's  because  no  one  could  £ 
the  adhesive — which  3M  d 
covered  by  accident — qu: 
right:  sticky,  but  not  t 
sticky.  Now,  says  Antrask 
"we've  cracked  the  secret. 
With  the  secret  out,  lo< 
for  some  big  changes  in  t 
repositionable  note  mark 
For  starters,  more  colors,  d 
ferent  sizes,  creative  grap 
ics.  Add  the  inevitable  advi 
tising  and  promotior 
twists — Ampad  named 
product  dingers  and  hii 
Jamie  Farr  ("Corpo: 
Klinger"  of  M*A*S*H*) 
spokesman.  Throw  in  a  pri 
war,  and  you  have  the  ma 
ings  of  a  classic  battle  i 
market  share. — R.G. 
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a  price  trying  to  save  time 


TCI  if 


If  computer  systems  are  supposed  to  save 
e  and  money,  why  is  it  that  most  of  them 
d  up  consuming  huge  quantities  of  both? 

Today  businesses  faced  with  this  contradic- 
i  are  turning  from  voracious  computer 
ems  to  cost-efficient  systems  from  Burroughs. 

Take  Burroughs'  new  A  Series,  a  complete 
;e  of  mainframes  designed  to  cost  less  to  run 
to  need  fewer  support  people.  It  also  allows 
users  to  increase  processing  power  up  to  70 
ss  without  the  expense  of  reprogramming. 

To  make  our  systems  even  more  cost- 
:ient,  we've  developed  innovative  software 
InterPro™  which  brings  the  programming 
operational  ease  of  personal  computing  to  our 
tries.  And  LINC,  which  increases  programmer 
luctivity  up  to  an  astonishing  1000% . 


And,  because  we  understand  that  most 
businesses  are  already  heavily  invested  in 
computer  operations,  many  of  our  systems  are 
designed  to  communicate  with  competitive 
systems. 

Business  people  who  can  see  the  irony  of 
computers  that  devour  time  and  money  will 
appreciate  the  economy  of  computers  that  don't. 


s^  Burroughs 


o  is  a  trademark  of  Burroughs  Corporation 
Burroughs  Corporation 


AMERICA 
BUSINESS 

IS  GOING 

PRIVATE. 


IVi 


It's  big  news  when  companies  go  public.  But  the  fact 
;,  many  more  companies  go  private.  Because  97%  of  U.S. 
Dmpanies  are  privately  owned. 

Most  of  them  are  in  the  small  to  middle  size  range, 
(^hich  means  they  operate  differently  than  big  public  com- 
anies.  Their  executives  have  an  independent  business 
yle.  They  make  decisions  on  their  own,  rather  than 
y  committee. 

They  also  read  the  business  world  differently.  They 
>ad  Inc.,  the  only  leading  magazine  written  expressly  for 
inall  to  mid-sized  companies. 

In  six  short  years,  Inc.  has  grown  so  fast  it's  now  one 
f  the  four  largest  business  magazines  in  America. 

Inc.  did  it  by  winning  the  loyalty  of  the  privately 
wned  sector.  Over  95%  of  our  600,000  paid  subscribers 
wn,  manage  and  work  in  privately  owned  companies. 

History  shows  the  U.S.  needs  a  balance  of  public  and 
irivate  companies  to  grow. 

Advertisers  need  this  balance  too. 

May  we  have  a  word  in  private? 


Americas  access  to  private  companies. 

38  Commercial  Wharf,  Boston,  MA  02110  (617)  2274700 
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By  Nicholas  Shrady 


Edited  by  Stephen  Kindel 


Tornadoes  are  destructive  enough.  But  in- 
adequate building  construction  is  respon- 
sible for  helping  their  fury  along. 

Penny-wise, 
pound-foolish 


Harold  M    Lambert  studios 


A  tornado  at  peak  fury  (top);  post-tornado  damage  at 

Newberry,  S.C.  supermarket 

Would  better  construction  contain  wind  damage? 


On  Mar.  29  of  last  year,  22  torn 
does  covered  a  300-mile  area  throuj 
North  and  South  Carolina,  leaving  t 
dead,  over  a  thousand  people  injun 
and  more  than  $200  million  in  dari 
ages.  Bad  as  it  was,  the  toll  in  tl 
Carolinas  was  but  a  fraction  of  tl 
total  havoc — 122  deaths  and  $1  bi 
lion  in  property  damage — wrought  \ 
tornadoes  last  year. 

It's  an  annual  event,  this  humblii 
display  of  nature's  fury,  especially 
the  Midwest  and  Southeast,  costii 
property/casualty  insurers  billions  : 
claims.  Are  these  heavy  losses  u: 
avoidable?  Peter  Sparks,  associa 
professor  of  civil  engineering  at  Soui 
Carolina's  Clemson  Universit 
thinks  the  damage  need  not  be  th 
great.  After  surveying  structural  dan 
age  to  buildings  in  the  South  Carolii 
communities  of  Newberry,  Winn 
boro  and  Bennettsville,  Sparks  co: 
eluded  that  building  practices,  m 
tornadoes  themselves,  were  large 
responsible  for  the  damage. 

Sparks,  who  has  been  doing  r 
search  on  the  effects  of  wind  on  buil> 
ings  for  ten  years,  says  that  buildinj 
of  unreinforced  masonry  and  glas 
typical  of  shopping  centers,  are  like 
to  suffer  the  most  extensive  damage 
For  example,  at  the  Northwood  Vii 
lage  Shopping  Center  in  Bennett 
ville,  which  was  almost  totally  d 
stroyed,  "The  stability  of  the  stru 
ture  relied  solely  upon  a  thin  met 

1    unreL 


roof,    slender   columns   and 
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forced  masonry  walls,"  says  Spar] 
He  built  a  wind  tunnel  to  Simula 
the  action  of  the  wind.  Tests  show 
that  the  walls  were  incapable  of  ca: 
ing  the  wind  load  specified  by  tl 
building  code. 

Would  stiffer  codes  lessen  the  dar 
age?  That  depends  on  how  violent 
tornado  really  is.  The  destructr 
force  of  a  tornado  is  measured  on 
scale  developed  by  T.  Theodore  F 
jita,  professor  of  meteorology  at  tl 
University  of  Chicago.  Called  the  F 
jita  Scale  (F-Scale),  it  is  comparable 
the  well-known  Richter  Scale,  whic 
classifies  earthquakes.  The  F-Sca 
progresses  from  F-0,  with  wind  speetl  . 
of  40mph  to  72mph,  to  F-12,  the  spet 
of  sound.  Most  tornado  damage,  sa' 
Fujita,  results  from  F-4  tornado 
(207mph  to  260mph).  No  tornac 
thus  far  measured  on  the  Fujita  Sea 
has  exceeded  the  F-5  catego 
(261mph  to318mph). 

"You  don't  need  250mph  winds 
level    a    building,"    Sparks    claim 
"Given  poor  construction,  a  structu 
can    collapse    in    winds    half    th 
strong." 
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•ter  Sparks  in  his  wind  tunnel 
ou  don't  need  250mph  winds  to  level  a  building.' 


In  wind  tunnel  experiments,  Sparks 
is  observed  that  the  stability  of  an 
tire  structure  often  depends  on 
emingly  insignificant  components. 
t  the  Northwood  Village  Shopping 
;nter  poor  wall-to-window-frame 
nnections  between  the  front  glass 
kll  and  unreinforced  masonry  start- 
1  the  collapse.  When  the  window 
imes — not  the  glass — blew  out,  that 
:reased  the  pressure  on  the  inside  of 
e  building  and  added  to  the  suction 
"ect  on  the  outside  of  the  remaining 
ills.  The  front  wall  blew  in,  and  the 
!le  and  rear  walls  blew  out. 
But  don't  expect  building  codes  to 
|ange  overnight,  despite  Sparks'  evi- 
fnce.  In  South  Carolina,  as  in  many 
jites,  there  are  no  statewide  codes.  In 
pii  absence,  construction  practices 
!'ry  widely.  "One  contractor  recently 
fasted  that  it  was  cheaper  to  build  in 
■  county  than  in  mine,"  says  Carl 
Snmons,  president  of  the  Building 
ificials  Association  of  South  Caroli- 
(.  "because  we  have  adopted  the 
sindard  Building  Code  and  his  coun- 
t'has  not." 

'There  is  a  persistent  notion  that  it 
mot  economic  to  design  buildings 
bit  will  resist  tornado  damage,"  says 
:irks,  "but  that  notion  is  false."  The 
Jnage  bills  and  the  deaths  suggest 


that  this  persistent  notion  is  wrong 
and  that  tougher  codes  might,  in  the 
long  run,  justify  their  higher  building 
costs  in  lower  tornado  damages. 

Sparks  maintains  that  buildings  can 
be  made  resistant  to  tornadoes  by 
adopting  certain  specifications  that 
would  add  only  a  few  percentage 
points  to  construction  costs.  The  use 
of  unreinforced  masonry,  for  example, 
should  be  discontinued.  Inserting 
steel  rods  into  walls  for  vertical  rein- 
forcement, says  Sparks,  would  con- 
tribute dramatically  to  overall  stabil- 
ity. Sparks  also  suggests  that  engi- 
neers employ  movement-resisting 
frames  that  make  rigid  connections 
between  steel  beams  and  columns.  In 
domestic  dwellings,  rafters  and  roof 
trusses  should  be  secured  to  the  frame 
with  metal  clips,  and  the  frames 
should  be  secured  to  the  foundation. 
Sparks'  findings  also  confirmed  the 
importance  of  aerodynamics:  Steep- 
pitched  roofs  fared  considerably  bet- 
ter than  shallow-pitched  roofs.  Why? 
Because  steep-pitched  roofs  decrease 
the  uplift  forces  of  the  wind. 

Five  months  after  the  Carolina  tor- 
nadoes, Sparks  visited  the  area  again. 
Most  homes  and  businesses  were  be- 
ing rebuilt,  including  a  new  and  much 
expanded  church  in  Winnsboro  that 


was  rising  on  the  site  of  the  one  de- 
stroyed. The  masonry,  Sparks  no- 
ticed, was  unreinforced. 


New  parts  out  of  old 

Flrom  a  distance,  the  scene  at  Air 
Automotive  resembles  a  Detroit 
assembly  line  in  miniature.  Grease 
monkeys  hover  over  disassembled  en- 
gines, while  other  workers  weld  the 
joints  of  automobile  frames.  Every- 
where, the  smell  of  dust  and  paint  and 
oil.  Close  up,  however,  it  becomes 
clear  how  far  away  all  of  this  is  from 
Detroit.  Many  of  the  cars  are  over  20 
years  old.  None  is  new. 

Allentown,  Pa. -based  Air  Auto- 
motive is  just  one  of  at  least  600  U.S. 
firms  working  in  the  business  of  recy- 
cling and  refurbishing  products  for  in- 
dustrial and,  to  a  lesser  extent,  con- 
sumer use.  It's  an  industry  that  in- 
cludes the  likes  of  Western  Electric 
Co.,  which  remanufactured  tele- 
phones long  before  it  became  AT&T 
Technologies,  and  a  substantial  por- 
tion of  the  $4  billion  automotive  af- 
termarket  industry.  Even  the  Depart- 
ment of  Defense  is  in  on  the  act.  The 
Strategic  Air  Command's  B-52  bomb- 
ers and  KC-135  tankers  have  had  their 
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At  Air  Automotive,  engines  are  removed 
(top)  to  be  rebuilt.  Rusted  metal  is  re- 
placed, and  cars  like  the  Volvo  below 
look  and  run  like  new. 


Technology 


engines  and  airframes  remanufac- 
tured  so  often  that  their  flying  life  has 
been  extended  several  times  beyond 
their  initially  useful  life  of  20  years. 

A  remanufactured  item  is  generally 
35%  to  55%  cheaper  than  a  new  prod- 
uct, because  the  remanufacturer 
doesn't  have  to  make  his  product 
from  scratch.  The  expensive  metal 
housing  of  a  product  or  part,  such  as  a 
stamping,  is  saved  and  reused,  which 


At  Peaker  Services,  Inc.,  General  Motors 
locomotives  are  modified  to  comply  with 
federal  regulations 


spares  the  need  for  heavy  investment 
in  capital  equipment.  As  a  result, 
nearly  90%  to  95%  of  the  raw  materi- 
al used  to  make  a  product  originally  is 
conserved,  along  with  about  85%  of 
the  energy  costs. 

Air  Automotive  will  remanuf  acture 
BMWs  and  Volvos  for  about  $6,000  to 
$13,000  apiece,  roughly  half  the  cost 
of  new  models.  After  an  auto  arrives, 
says  David  Leggett,  the  29-year-old 
president  of  Air  Automotive,  dam- 
aged or  worn  parts  are  removed  and 
cleaned,  and  those  in  good  condi- 
tion— called  cores  in  the  trade — are 
refitted.  All  switches,  bushings  and 
ball  joints  in  the  brakes,  suspension 
and  steering  systems  are  replaced 
with  new  parts.  But  the  systems' 
stampings  are  reused,  as  are  mani- 
folds and  brake  boots.  New  brake  lin- 
ings and  pads  are  installed,  and 
clutches  are  usually  replaced,  too. 
The  engine  is  completely  rebuilt  and 
rust  is  cut  out  of  the  body,  which  has 
new  metal  welded  in.  Meanwhile,  de- 
fective parts  are  repaired  and  returned 
to  standards  set  by  Air  Automotive  or 
to  original  factory  tolerances. 

Remanufacturing  can  also  update 
an  item  whose  parts  or  operations 
have  changed  since  it  was  made.  At 
Peaker  Services,  Inc.  in  Brighton, 
Mich.,  locomotives  originally  made 
by  General  Motors  Corp.  are  outfitted 
with  new  equipment  to  keep  up  with 
federal  regulations.  For  instance,  loco- 
motives now  require  extensive  sound- 
proofing. To  accomplish  this,  Peaker 
guts  the  cab  and  installs  two  inches  of 
foam  rubber  soundproofing  material 
between  the  locomotive's  outer  shell 
and  the  cab's  new  sheet  steel  walls. 
Bulletproof  glass  is  placed  in  the  cab 


for  the  engineer's  protection.  In  add 
tion,  air-brake  systems  are  installe 
to  keep  the  1 15-ton  locomotives  up  t 
par  with  industry  advances.  "Oi 
products,"  notes  Richard  Steele,  tr. 
company's  president,  "are  functiona 
ly  the  same  as  those  currently  prt 
duced."  And  remanufacturing  e: 
tends  the  locomotive's  useful  life  b 
15  years. 

To  prevent  remanufactured  proc 
ucts  from  being  sold  as  new  ones,  tr 
federal  government  mandates  that  n 
manufactured  goods  be  identified  i 
such  and  appropriately  labeled  wit 
the  reman ufacturer's  name. 

Some  firms  recondition  rather  tha 
remanuf  acture.  AT&T  Technology 
does  not  completely  disassemble  r< 
conditioned  phones  or  test  them  l 
the  same  extent  as  it  does  ne 
phones.  Some  remanufacturers  lac 
the  ultrasound  or  X-ray  equipmei 
needed  to  detect  microcracks  withi 
old  metal  stampings  reused  in  remaj 
ufacturing.  Leo  Levine,  public  rel 
tions  manager  for  Mercedes-Benz  i 
North  America  Inc.,  says  flatly:  "h 
one  can  remanufacture  a  car  excej 
the  original  manufacturer." 

To  counter  such  charges,  Arro 
Automotive  Industries,  Inc.  of  Fr 
mingham,  Mass.  sells  parts  that  can 
12-month  or  12,000-mile  warra) 
ties — four  times  as  long  as  the  warrai 
ties  offered  on  original  equipmei 
parts.  On  one  model  Arrow's  aut 
motive  distributor  uses  two  bushing 
one  each  at  the  top  and  bottom  of  i 
shaft,  to  reduce  wear.  The  part  it  r 
places  uses  only  one  bushing.  Clearl 
there  is  remanufacturing  and  there 
remanufacturing. — Kelly  Costigan 
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THE  BIG  THREE  IN  BUSINESS 

SOFTWARE.  BEFORE  YOU  BUY, 

SEE  HOW  THEY  BUN. 


Run  their  general  ledger.  Their  payroll/personnel. 
Their  entire  product  line  of  financial  and  human  resources 
software.  Run  the  packages  on  your  mainframe  and  link 
them  to  your  PC's.  Run  them  together  and  see  if  they 
work  together. 

We  believe  you'll  discover  that  two 
of  the  big  three  offer  the  mere  appear- 
ance of  integration,  while  one  offers 
the  real  thing.  Millennium.  A  true 
family  of  systems  in  which  the 
whole  works  as  smoothly 
as  any  part.  In  which  every  package  has  the 
same  query  mechanism,  the  same  report 
writers,  the  same  screen  generation, 
the  same  on-line  documentation, 
security  and  real-time  capabil- 
ities. Giving  you  more  efficiency 
than  ever  before  from  all  your  data  processing  resources. 
Of  the  big  three  in  software,  who's  blind  to  integration 
and  who's  not?  When  you  see  how  they  run,  you'll  know 
the  answer. 

MCCORMACK&  DODGE 


McCormack  &  Dodge ,  1225  Worcester  Road,  Natick,  MA  01760  Sales  and  support  offices  throughout 
North  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 


McCormack  &  Dodge 
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Health 


As  hospital  beds  keep  emptying,  the  psychi- 
atric wards  are  filling  up.  Here's  why. 

No  shrinkage 
for  the  shrinks 


Shirley  Kaneda 


By  Robert  Teitelman 

AGAIN  THE  LAW  OF 
unintended  conse- 
k  quences  strikes. 
When  the  government  be- 
gan to  reimburse  Medi- 
care patients  by  a  flat  fee, 
it  exempted  about  half  of 
the  1,600  psychiatric 
wings  of  acute-care  hospi- 
tals, as  well  as  all  of  the 
freestanding  psychiatric 
hospitals. 

What  followed  was  pre- 
dictable in  hindsight  but 
unforeseen  at  the  time. 
Acute-care  hospitals  have 
been  shifting  patients  from  medical 
wards  to  psychiatric  wings  when  they 
have  exceeded  the  length  of  stay  reim- 
bursable under  diagnostic  related 
groups  (DRG)  guidelines  for  a  particu- 
lar diagnosis.  Physicians  have  even 
been  sending  patients,  of- 
ten adolescents,  to  free- 
standing psychiatric  hos- 
pitals, rather  than  to  the 
psychiatric  wings  of  hos- 
pitals, which  are  often  full 
of  physically  ill,  elderly 
people. 

This,  in  turn,  explains 
why  admissions  to  private 
psychiatric  hospitals  have 
been  rising  steadily  at  a 
time  when  hospital  utili- 
zation has  been  falling  (see 
chart,  also  story  p.  91). 
Bama  Rucker  of  Ham- 
brecht  &  Quist  estimates 
that  the  billings  of  private 


psychiatric  hospitals  should  increase 
from  $3  billion  in  1984  to  $7.2  billion 
in  1988. 

Skepticism,  not  full  employment 
for  psychiatrists,  explains  the  exemp- 
tions given  to  psychiatric  clinics.  Psy- 


Mind  over  matter 


Thanks  to  DRGs,  psychiatric  admissions  are  up  while 
overall  hospital  admissions  are  down. 


Acute  care  hospital 
admissions  (millions) 


Freestanding  psychiatric 
hospital  admissions  (thousands) 


2  3  4  12 

1982  1983  1984 

Estimate        Sources:  American  Hospital  Association:  Rate  Controls;  HeOQ  estimates 


chiatrists  function  in  a  realm  tha 
far  less  exact  than,  say,  internal  m& 
cine.  While  most  physicians  may  , 
gue  about  the  exact  treatment  foi 
malady,  a  general  consensus  does  c 
ist  on  how  long  it  should  take  to  ci 
it.  But,  says  Rob  Chernow  of  Corf 
rate  Health  Strategies,  a  subsidiary 
Metropolitan    Life:     "Variations 
mental  health  treatment  are  rea 
very  striking.  Over  here  you  can  fi 
someone  treating  a  patient  in  3  da  B 
and  discharging  him.  Over  there  t[ 
same  patient  might  be  in  for  23  day; 
Not  surprisingly,    that   variabili 
opens  the  door  for  abuse.  Says  Ch> 
now:    "We've    reviewed   pockets 
abuses  where  a  group  of  psychiatri: 
in  a  community  will  all  but  live  of ! 
company  with  a  liberal  benefit  plar 
Those  kinds  of  abuses  have  cau&j 
corporations  to  limit  expenditures 
to  restrict  the  number  of  reimbu 
able  visits  to  a  psychiatrist  per  ye  | 
But  that  can  backfire.  Mental  heal 
problems  often  blur  into  physical  a 
ments.  An  alcoholic  m 
suffer    from    liver    pre 
lems,  delirium  tremens 
chronic  infections.  Ever 
you  cure   the   individi 
problems,  the  alcoholis 
will    keep    him    com: 
back,  driving  up  medi 
costs. 

How  then  to  keep  doA 
costs?  The  American  Pi 
chiatric  Association 
trying  to  organize  peer 
view  organizations 
eliminate  the  outri, 
abuses.  But  how  often 
doctors  squeal  on  docto 
In  the  real  world,  rarely 
The  problem  will  r 
easily  be  solved.  Since  1952  the  Am 
ican  Psychiatric  Association  has  p 
lished  a  series  of  manuals  that  try 
define  and  organize  the  psychiat 
discipline  more  rigorously.  The  mi 
recent  version  is  over  450  pages  lo 
and  includes  detail 
symptoms  and  diagnoi 
of  anything  from  schi: 
phrenia  to  sexual  dys: 
tion.  But  the  manual  dc 
not  try  to  predict  hospit 
ization  stay. 

So  the  Health  Care 
nance  Administration  1 
gone  back  to  the  drawi 
board  to  devise  yet  i 
other  system  to  try 
quantify  the  complexit 
of  psychiatry.  Meanwhi 
admissions  to  psychiat 
facilities  mount,  and  t 
public  pays. 
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Over  two  and  one-half  years  of  proven  performance,  reliability  and 

maintainability  At  a  fixed  procurement  price.  With  all  material  and  spare 

parts  provided  to  the  U.S.  Air  Force  Logistics  Command  at  a  fixed  price  for  twenty  years. 

Making  advanced  technology  work  for  Americas  defense. 

NORTHROP 

1840  Century  Park  East,  Los  Angeles,  CA  90067-2199  USA 


INTRODUCIN 

THE  NEXT  STEP  FORWARD  -A  U 


Recently,  AT&T  Information  Systems 
introduced  a  product  destined  to  set  a 
new  standard  for  business  computers. 

Its  name:  the  AT&T  UNIX  PC 
Model  7300. 

What  places  this  PC  so  far  out  in 
front?  Extraordinary  power  and  excep- 
tional ease  of  use  and  unsurpassed 
communications  capabilities  and  maxi- 
mum flexibility. 


The  operative  word  is  "and.' 
other  PC  offers  so  much  at  once 
other  PC  offers  this  high-perfor 
ance  combination. 

No  other  PC  even  comes  clo 


UNIX  System  V  is  the  key  to 
power  of  the  AT&T  UNIX  PC.  (J 
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IE  AT&T  UNIX  PC 

BINATION  OF  COMPUTER  CAPABILITIES 


allows  you  to  process  more  data 
Not  a  little  more  data  a  little 
jots  more  data  much  faster.) 
keep  it  stored.  It's  equipped 
2K  RAM  that  can  be  increased 
with  expan- 
ds. And  the 
NIX  PC 
re  up  to  20 
rtesofdata. 


superpower 

;  you  take 

igeofthe 

isking  talents 

£  System  V. 

perform  a 

•of tasks 

neously  on 

l  as  12  active  windows. 

EASE 

might  think  that  a  PC  able 
erform  such  varied  and  compli- 
ed tasks  would  itself  be  compli- 
ed. 


WHY  UNIX  SYSTEM  V  ON  A  PC 

Ease  of  use  and  power.  Originally 
developed  by  AT&T  Bell  Laboratories 
for  internal  use,  UNIX  System  V  has 
earned  a  reputation  as  the  operating 
system  favored  by  computer  pros. 
It  offers  performance  features,  multi- 
tasking capabilities,  virtual  memory, 
security,  and  software  portability 
unheard  of  in  a  PC.  That  is,  until  the 
AT&T  UNIX  PC. 


Not  so.  We  went  to  a  lot  of  time  and 
trouble  so  you  won't  have  to.  Even  a 
novice  can  learn  to  use  the  AT&T 
UNIX  PC  in  a  matter  of  hours,  thanks 
to  features  such  as  a  simplified  key- 
board. A  three-but- 
ton mouse  and  help 
function. 

And  the  User 
Interface— an  elec- 
tronic office  mana- 
ger that  works  the 
way  you  work. 
Using  words  that 
you  use:  clipboard, 
file  cabinet,  tele- 
phone, and  waste- 
basket,  for  example. 
The  AT&T  UNIX  PC  proves  that  it 
can  be  as  easy  as  apple  pie.  Or  the 
Apple*  Macintosh**  for  that  matter. 

COMMUNICATIONS 

When  is  a  PC  more  than  a  PC? 
When  it's  able  to  integrate  voice  and 
data  communications.  Something  the 
AT&T  UNIX  PC  does  far  better  than 
any  of  its  competitors. 

You'll  be  able  to  use  your  computer 
to  handle  interruptions  without  effort. 
And  a  built-in  modem  lets  you  send 
data  over  phone  lines. 

Not  surprisingly  for  an  AT&T  product, 
your  phone  plays  a  starring  role.  Easy- 
to-use  communications  features  include 
speed  calling,  call  history,  call  timer, 
and  call  notes. 

SOFTWARE 

You  won't  have  any  trouble  getting 
started  on  the  AT&T  UNIX  PC.  Many 
programs  are  available,  all  ready  to 
meet  your  business  needs. 


They  include  the  AT&T  Business 
Accounting  System.  Packages  for  day- 
to-day  business  needs  such  as  word 
processing,  financial  spreadsheets,  and 
business  graphics.  And  to  drop  just  a 
few  of  the  well-known  names  that  can 
run  on  the  AT&T  UNIX  PC-Multiplan; 
dBase  III"  and  Microsoft"' Word. 

Or  you  can  design  your  own  pro- 
grams with  our  Systems  Program- 
ming Software.  The  AT&T  UNIX  PC 
is  on  speaking  terms  with  the  most 
popular  programming  languages: 
FORTRAN,  C,  COBOL,  and  BASIC. 

That's  just  for  starters.  Many  more 
are  on  the  way. 

THE  COMPUTERS  WITH 

THE  FUTURE  BUILT  IN 

WTiere  you  go  tomorrow  will  be 
determined  in  part  by  computer  choices 
made  today. 

So  we  designed  the  AT&T  UNIX  PC 
to  be  as  flexible  and  compatible  as  pos- 
sible. To  help  you  keep  your  options 
open,  your  growth  unrestricted.  With 
expansion  slots  and  industry  standard 

Iff  \  PVT *\  OP  S 

And  the  AT&T  STARLAN  Network- 
a  low-cost,  high-speed  local  area  net- 
work that's  easy  to  install  using  exist- 
ing telephone  wiring.  To  integrate 
many  kinds  of  computers,  including 
those  running  on  UNIX  System  V  and 
MS-DOS! 

No  wonder  we  call  this  a  computer 
with  the  future  built  in.  Your  future 
built  in. 

And  why  you'll  call  the  AT&T  UNIX 
PC  the  right  choice. 

For  more  information,  call  your  AT&T 
Information  Systems  Account  Exec- 
utive, visit  an  authorized  AT&T  dealer, 
or  call  1-800-247-1212. 


'Information  Systems 

idemark  of  Apple  Computer.  Inc. 
a  trademark  licensed  to  Apple  Computer.  Inc. 
ind  MS-DOS  are  trademarks  of  Microsoft  Corp. 
I  s  a  trademark  of  AshtonTate. 
I » a  registered  trademark  of  Microsoft  Corp. 
not  included. 


AT&T 

The  right  choice. 


Technology 


Software 


The  Trademark  Office  expected  to  be  fully 
automated  by  September  1985.  By  Octo- 
ber, if  its  lucky,  it  might  be  fully  manual. 


A  complete  fiasco 


By  Francesca  Lunzer 


T|  he  U.S.  Patent  &.  Trademark 
Office,  which  has  been  trying 
to  automate  for  at  least  the  last 
decade,  is  in  a  mess  right  now. 

In  1980  Congress  instructed  the 
Patent  &  Trademark  Office  (PTO)  to 
automate  its  operations.  Most  foreign 
patent  offices  had  long  since  comput- 
erized, and  the  time  it  took  to  do  a 
patent  and  trademark  search  in  the 
U.S.,  it  was  felt,  was  imperiling 
American  business.  Automation 
was  deemed  essential  if  the  legal 
and  property  rights  inherent  in  the 
100,000  patent  applications  and 
60,000  trademark  registration  ap- 
plications submitted  each  year 
were  to  be  protected. 

A  patent  confers  on  its  owner  the 
right  to  exclude  others  from  mak- 
ing, using  or  selling  his  product  for 
17  years.  Trademark  registration 
helps  prevent  anyone  from  adopt- 
ing a  mark  that  another  is  already 
using  to  identify  similar  goods  or  ser- 
vices. During  the  time  it  takes  PTO 
examiners  to  cross-check  applications 
against  existing  patents  or  trade- 
marks— now  about  two  years — an  ap- 
plicant is  not  only  left  open  to  patent 
infringement  but  will  also  find  it  diffi- 
cult to  attract  investors. 

Automating  the  files,  government 
experts  believed,  would  reduce  the 
processing  time  by  as  much  as  six 
months.  More  important,  the  incon- 
testability of  registered  patents  and 
trademarks  might  vastly  improve.  Six 
hundred  lawsuits  are  brought  each 
year  challenging  the  originality  of  pat- 
ents, in  part  because  the  search  files 
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often  don't  turn  up  patents  already 
issued. 

Laudable  intent  but  lamentable  ex- 
ecution. The  PTO,  which  estimated 
the  job  would  cost  $700  million,  start- 
ed the  automation  with  trademarks, 
assuming  that  the  task  would  be  easi- 
er and  less  expensive.  That  cost  has 
risen  from  an  estimated  $6  million  in 
1982  to  $40  million  today. 


How  could  costs  rise  nearly  570% 
in  three  years?  A  General  Accounting 
Office  report,  released  in  mid-April, 
faults  the  PTO  for  buying  inadequate 
computer  hardware.  According  to  the 
report,  the  PTO  bought  terminals  that 
didn't  have  the  necessary  data  editing 
capabilities.  They  were  supplemented 
by  another  set  of  computers,  which 
were  no  better.  Now,  a  third  set  is 
being  sought.  Because  of  the  termi- 
nals' limitations,  the  data  entered 
contained  a  lot  of  errors.  Solution? 
The  PTO  spent  $327,214  on  a  proof- 
reading contract.  According  to  testi- 
mony by  the  U.S.  Trade  Association, 
"New  problems,  errors  and  gaps  in  the 


database  emerge  regularly." 

Then  there  is  the  software,  < 
signed  by  System  Developing 
Corp.,  a  subsidiary  of  Burroughs  Co 
It  was  accepted  by  the  PTO  in  Ju 
1984,  before  it  was  fully  tested,  1 
cause  the  design  database  was  | 
available  in  time.  When  it  was  test 
the  search  time  was  found  to  be  fc 
minutes  slower  than  the  aver; 
manual  search.  According  to  t 
PTO's  administrator  of  automatic 
Howard  Bryant,  whose  office  is  p 
paring  a  rebuttal  to  the  GAO  repc 
the  instructions  given  to  the  datab; 
contractor  weren't  explicit  enough 
That's  not  the  half  of  it.  The  au 
mation  contract  may  well  have  be 
illegal.  The  Patent  &.  Trademark  ( 
fice  has  been  trying  to  pay  for  t 
automation  out  of  user  fees,  whi 
Congress  stipulated  were  to  co\ 
only  trademark  processing  costs  a 
not  capital  expenditures.  By  mis; 
propriating  funds,  the  Trademark  ( 
fice  has  managed  not  to  ask  Congn 
for  any  money  since  1982.  That 
turns  out,  is  not  as  laudable  as 
sounds.  In  order  to  save  even  mc 
money,  the  databases  to  be  creat 
using  current  and  future  registratio 
and  relevant  information  were  n 
paid  for;  they  were  obtained  by  bart 
Unfortunately,  the  government  b. 
tered  away  some  very  valuable  pre 
erty.  It  gave  the  database  vendo 
Thomson  &  Thomson,  which 
owned  by  a  British  firm,  a 
Compu-Mark,  a  Belgian  firm,  wr 
amounts  to  a  copyright  on  the  d. 
the  PTO  supplied.  That's  astour 
ing  considering  that  all  the  vendc 
were  doing  was  entering  the  Trac 
mark  Office's  data  into  a  compi 
er.  As  a  result,  there  is  a  propos 
fee  of  $70  per  hour  for  public  use 
the  databases,  $30  of  which  repi 
sents  a  royalty  to  the  two  comr 
nies.  Properly  miffed,  the  Hou 
Judiciary  Committee  in  mid-M 
adopted  a  reauthorization  bill  1 
the  PTO  that,  among  other  thinj 
disallows  a  user  fee  for  either  the  p; 
ent  or  trademark  search  rooms  a: 
stipulates  that  automation  cannot 
obtained  by  the  exchange  of  items 
services  or  by  user  fee  revenue 

So  where  does  this  leave  the  aut 
mation  of  the  Patent  Office?  If  the  b 
is  voted  on  as  it  now  stands,  sa 
Bryant,  "The  entire  trademark  aut 
mation  program  closes  down  on  O 
1,  because  the  probability  of  our  bei  t 
able  to  get  appropriated  tax  money 
1986  is  zero." 

And  the  people  automation  was 
help  ?  They  will  go  back  to  doing  thin 
the  old-fashioned  way — by  hand. 
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In  honor  of  Audubon  s  200th 
of  his  birds  are  flying  again, 
yours  for  only  $5,000  a  copy. 


birthday,  six 
They  can  be 


Birdman 
of  America 


By  Anne  McGrath 


T |  HOUGH  HE  SOMETIMES  killed 
dozens  of  specimens  in  order  to 
wire  a  bird  into  just  the  right 
pose  for  his  portraits,  John  J.  Audubon 
remains  the  patron  saint  of  bird  lovers 
and  naturalists  everywhere.  Haitian- 
bom,  the  illegitimate  son  of  a  French 
sea  captain,  Audubon  started  sketch- 
ing birds  while  at  school  in  France, 
then  came  to  Philadelphia  to  manage 
some  of  his  father's  property — and 
avoid  being  drafted  into  Napoleon's 
army.  A  mediocre  businessman,  at  34 
he  dropped  out  to  locate  and  paint 
every  species  of  bird  in  North  Amer- 
ica. He  was  able  to  paint  1,065  speci- 
mens (489  species).  Birds  of  America, 
his  classic  work,  contains  435  prints 
made  from  those  watercolors. 

To  mark  the  bicentennial  of  his 
birth,  on  Apr.  26,  the  Museum  of  Nat- 
ural History  in  New  York  put  togeth- 
er an  exposition  of  some  of  his  paint- 
ings, prints,  documents  and  other 
memorabilia.  "John  J.  Audubon:  Sci- 
ence into  Art"  is  running  in  New 
York  through  July  21  and  will  then  go 
on  the  road  in  the  U.S.  and  Canada. 
(Just  across  the  street,  to  Sept.  15,  you 
can  also  see  the  New-York  Historical 
Society's  collection  of  original  Audu- 
bon watercolors.) 

If  you  want  your  own  little  Audu- 
bon gallery,  the  Museum  of  Natural 
History  and  Britain's  Alecto  Histori- 
cal Editions  have  teamed  up  to  make 
it  possible  to  buy  new  prints  of  six 
classic  Audubon  etchings,  made  from 
the  original  copperplates  with  even 


more  care  than  was  exercised  some 
150  years  ago.  The  set  of  six  of  Audu- 
bon's finest  Birds  of  America  prints 
sells  for  $30,000. 

Pricey?  Two  years  ago  originals  of 
the  same  six  birds — the  Wild  Turkey, 
male;  the  Snowy  Owl;  the  Canada 
Goose;  the  Wild  Turkey,  female  and 
young;  the  Mallard  Duck;  and  the 
Great  White  Heron — fetched  a  total  of 
$145,200  at  auction  at  Sotheby's  in 
New  York.  In  February  1984,  when 
Sotheby's  in  London  sold  a  complete 


copy  of  Audubon's  rare  Birds  of  Am 
ica — with  all  435  plates  intact — t 
hammer  fell  at  $1.54  million. 

After  all,  only  132  complete  sets 
Audubon's  19th-century  masterpu 
are  known  to  have  survived.  A 
most  of  these  are  held  firmly  by  ins 
tutions,  prized  for  their  artistry  a 
their  (more  or  less)  scientifically  act 
rate  representation  of  all  the  spec 
of  birds  Audubon  could  locate. 

To  help  satisfy  the  demand  of  c 
lectors  and  institutions  for  more  P 
dubon  prints,  the  Museum  of  Nam 
History  dusted  off  6  of  its  12  origii 
Bin 's  of  America  copperplate  engr; 
ings  and  sent  them  to  London  to 
restored  and  re-inked  by  Alecto  in  t 
Egerton-Williams  Studio.  Using  pri: 
ing  techniques  similar  to  those  tl 
produced  the  original  1827-38  issi 
Alecto  is  set  to  publish  the  new  lirr 
ed  six-print  edition.  (The  musei 
will  use  profits  from  the  sale  to  end< 
natural  history  research.) 

Orders  for  the  125  numbered  & 
are  now  being  taken.  Two  prestigic 
institutions,  the  Library  of  Congr< 
and  the  National  Library  of  Cana< 
have  already  placed  orders.  So  far,  i 
of  the  portfolios  have  been  claim' 
The  AMNH  copperplates  are  to 
retired  again  for  at  least  50  years  wb> 
■  this  edition  has  reached  its  limit. 

If  you're  interested,  you  can  reseh 
a  set  by  sending  a  $15,000  deposit 
the  American  Museum  of  Natu 
History,  Central  Park  West  at  IS 
Street,  New  York,  N.Y.  10024.  I 
don't  expect  to  receive  your  prints 
return  mail.  Striking  even  one  prin' 


■ 


Alecto's  "new"  print  of  Audubon's  "Wild  Turkey,  Male,"  struck from  a  j 
engraved  in  1 826,  is  lifted  off  a  press  similar  to  that  used  in  Audubon's  d 
Printer Mike  Linfield's  task — re-inking  the  plate  by  hand  with  colored  ink  j 
takes  so  long,  only  two  prints  can  be  pulled  a  day.  Cost  per  print:  $5,001 
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If  you  have  an  Eastern  Airlines  ticket  and  the  American  Express0 
Card,  there's  no  doubt  at  all  you're  going  places. 

On  Eastern,  you  can  fly  to  over  140  cities  in  24  countries.  And 
with  the  American  Express  Card,  it's  convenient  to  stay  at  fine  hotels, 
dine  at  terrific  restaurants  and  shop  at  exciting  stores. 

And  when  you  fly  Eastern,  charge  your  trips  with  the  American 
Express  Card.  Don't  leave  home  without  it? 


The  American  Express®  Card. 
Don't  leave  home  without  it® 
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duboris  "Mallard  Duck" 

ce  the  original  print,  Alecto's  measures  over  2  feet  by  3  feet. 


laborious  a  process  that  the  press 
l  turn  out  only  two  birds  a  day. 
Aftiy  so  laborious?  Alecto  and  the 
4NH  have  elected  to  use  a  coloring 
:hnique  that  Audubon  and  his  en- 
.ver-printer  Robert  Havell  undoubt- 
y  found  too  time-consuming  and 
)ensive  for  their  435-plate  project, 
sides  working  black  ink  into  the 
tes  as  Havell  did  each  time  he 
lick  a  print — and  only  then  adding 
tercolor — Alecto  craftsmen  are 
o  inking  the  plates,  by  hand,  with 
or.  Each  of  the  6  plates  must  be  re- 
:ed  after  every  impression. 


Over  the  past  seven  years,  Alecto 
has  mastered  this  colored  inking  tech- 
nique— called  a  la  poupee  ("with  a 
rag") — while  working  on  a  similar 
project  with  the  British  Museum 
(Natural  History).  Together,  Alecto 
and  the  British  Museum  are  publish- 
ing— for  the  first  time — Sir  Joseph 
Banks'  Florilegiwn,  a  738-plate  record 
of  the  plants  botanist  Banks  encoun- 
tered on  Captain  Cook's  1768-71  voy- 
age around  the  world.  Years  after  the 
voyage,  engravings  were  completed, 
but  prints  were  never  produced,  for 
economic  and  other  reasons. 


The  Florilegiwn  has  been  selling  in 
parts  to  subscribers  for  the  past  five 
years.  Ninety-three  of  the  100  sets  in 
the  edition  have  so  far  been  snapped 
up— for  about  $92,500  each. 

It  was  Alecto's  craftsmanship  on 
the  Florilegium  project  that  attracted 
the  American  Museum  of  Natural 
History's  eye  two  years  ago. 

"The  great  thing  about  this  proj- 
ect," says  Douglas  Preston  of  the 
AMNH,  "is  that  we  can  realize  Au- 
dubon's intentions  more  exactly 
than  even  Havell  could.  We  can  be 
much  more  consistent  in  our  color- 
ing than  his  colorists  could,  as  they 
were  painting  it  all  on  afterward." 
The  not-so-great  thing  is  that  a  first 
edition  is  a  first  edition,  no  matter 
how  you  slice  it. 

In  the  fall  the  exhibit — which  will 
include  two  Alecto  prints  as  well  as 
originals — travels  to  the  Mississippi 
River  Museum  in  Memphis  (Oct.  1  to 
Nov.  15)  and  to  the  Louisiana  State 
Museum  in  New  Orleans  (Dec.  5  to 
Feb.  2,  1986). 

After  that:  the  University  of  Wash- 
ington, Seattle  (Mar.  4  to  May  2);  the 
San  Diego  Natural  History  Museum 
(June  1  to  July  30);  the  Staten  Island 
Institute  of  Arts  and  Sciences,  Staten 
Island,  N.Y.  (Aug.  29  to  Oct.  27);  and 
the  Indiana  State  Museum,  Indianap- 
olis (Nov.  26  to  Jan.  24,  1987).  Dates 
in  1987  and  1988  are  scheduled  at  the 
Dane  G.  Hansen  Memorial  Museum 
in  Logan,  Kans.;  at  The  Academy  of 
Natural  Sciences  in  Philadelphia;  at 
the  Leigh  Yawkey  Woodson  Art  Mu- 
seum in  Wausau,  Wis.;  and  at  the  Na- 
tional Museum  of  Natural  History  in 
Ottawa,  Ont.  ■ 


>rlst  Debbie  Williams  handcoloring  Florilegium  print 
ttain  Cook  would  be  pleased. 


Australian  Banksia  serrata 

Printed,  at  last,  after  200  years. 
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Personal  Affairs 


With  all  the  talk  about  our  information 
society,  it  can  be  easy  to  forget  that  infor- 
mation wont  reach  you  unless  someone 
tracks  it  down.  And  it  isn't  free. 


Just  the  facts 


By  Christopher  Power 


U'pwards  of  10,000  professional 
and  academic  periodicals  of  any 
significance  are  currently  published 
worldwide — from  Advances  in  Pain  Re- 
search and  Theory  to  Zoomotpholog\: 
Whether  you  are  keeping  an  eye  on 
the  competition,  preparing  a  presenta- 
tion or  just  keeping  up  with  research 
and  development,  the  big  question  is 
how  to  get  your  hands  on  all  this  stuff 
and,  even  more  perplexing,  how  to  sift 
through  it  once  you  have  it. 

Access  to  a  computer  helps.  On- 
line data  services  like  Mead  Corp.'s 
Nexis  and  Dialog  Information  Ser- 
vices offer  source  citations  and  ab- 
stracts on  almost  every  conceivable 
topic  and  complete  reproductions  of 
articles.  For  business  subjects,  for  ex- 
ample, Information  Access  Co.,  a  Ziff- 
Davis  division  in  California,  has  a  da- 
tabase called  Management"  Contents. 
Available  through  Dialog,  Mead  Data 
Central  and  BRS,  Management  Con- 
tents indexes  and  abstracts  more  than 
700  business  and  management  jour- 
nals and  newspapers  and  updates  its 
entries  monthly.  For  hard  sciences, 
ElC/Intelligence  in  New  York  offers 
databases  covering  eight  topics,  in- 
cluding biotechnology,  telecommuni- 
cations and  robotics. 

At  their  best,  these  databases — like 
Information  Access'  Newsearch — 
produce  daily  updates  on  their  topics. 
But  many  of  the  services  update 
monthly,  not  daily  or  weekly.  And 
you  have  to  look  for  specific  informa- 
tion by  going  on  line.  If  you  are  not 
regular  in  your  use  of  the  database, 
you  can  miss  a  lot.  And  when  you  do 
log   on,    the    data   come    dear.    EIC 


charges  $95  an  hour  for  its  energy 
database. 

But  information,  fortunately,  is  not 
yet  confined  strictly  to  computer  da- 
tabases. You  can  still  get  updates 
through  the  mail  and  pay  a  lot  less  for 
a  much  steadier  stream  of  informa- 
tion. EIC  publishes  monthly  "report- 
ers" for  seven  of  its  eight  topics  that 
summarize  and  index  all  the  relevant 
journal  articles  and  conference  re- 
sults. The  company  also  issues  com- 
plete copies  of  the  articles  monthly  on 
microfiche.  • 

For  sheer  diversity  and  flexibility, 
the  best  of  the  print  services  is  prob- 
ably supplied  by  the  Institute  for  Sci- 


entific Information,  in  Philadelph| 
The  institute  had  its  beginnings 
1954  in  a  converted  chicken  col 
where  founder  Eugene  Garfield  usee  | 
primitive  Xerox  Haloid  machine 
copy  the  contents  pages  of  a  hundrj 
scientific  journals.  He  then  sent  1 
copies  to  SmithKline  &  French  anc  j 
handful  of  others. 

Now  Garfield,  a  Ph.D.  in  linguistil 
who  sports  shoulder-length  gray  h;j 
and  some  outrageous  neckties,  pi 
sides  over  a  $30  million  firm  wi 
over  400,000  readers  including  eve 
major  university,  IBM,  Miles  Laboil 
tories  and  Kodak. 

The  core  of  the  ISI  business  is  Ci  I 
rent  Contents,  divided  into  seven  rrl 
jor  scientific  topics.  Every  week  t 
firm  sends  subscribers  the  compil 
contents  pages  of  over  7,000  journ; 
from  around  the  world.  In  the  inten 
of  speed,  ISI  does  not  provide  abstrac 
of  the  articles.  Readers  can,  howev 
arrange  for  fast  delivery  (at  extra  co 
of  reprints.  Cost  of  a  Current  Cc| 
tents:  $257  a  year. 

ISI  also  takes  care  of  reprint  righ  I 
so  you  don't  have  any  copyright  pre] 
lems.  "But,"  says  Garfield,  "you  c[ 
always  just  write  to  the  author  a 
ask  for  a  tearsheet.  You  can  get  t 
article  very  often  free  of  charge."  i| 
provides  authors'  names  and  addres 
es  at  the  back  of  every  issue  of  Cv| 
rent  Contents. 

ISI  also  will  tailor  data  to  a  custoi  I 
er's  needs.  For  a  fee  that  norma]] 
ranges  from  $200  to  $500  a  year,  IS 
ASCA  service  will  deliver  story  li.'j 
for   a    specific    topic.    This    servir 
though,  requires  some  patience.  If  y<| 
are  a  horsebreeder,  for  example,  a  sin 
pie  request  for  titles  that  deal  wi| 
your  topic  could  produce  everythi: 
from  "Let's  Not  Put  the  Cart  Befc 
the  Horse"  to  "Management  of  Pa  j 
and  Shock  in  Equine  Colic."  The 
staff  can,  however,  narrow  down 
topic  and  weed  out  a  lot  of  "nois 
from  the  data  search. 

Note:  ISI  and  the  other  databasl 
lean  toward  heavy  reading.  To  get  ft 
pie  magazine,  you  have  to  get  in  li  f 
at  the  supermarket. 

You  can  contact  these  firms  dire 
ly  to  get  more  information  about  th 
services: 

Information  Access  Co.,  1 1  Dai  | 
Drive,  Belmont,  Calif.  94002;  (8(j 
227-8431. 

ElC/Intelhgence  Inc.,  48  West  38 1 
Street,  New  York,  N.Y.  10018;  (8(| 
223-6275. 

Institute  for  Scientific  Informatic  [ 
3501  Market  Street,  Philadelphia,  l| 
19104;  (800)  523-1850. 
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sea.  The  ancient  Greeks  had  a  word  for  it:  Thalassa 
\  to  them  it  was  the  epitome  of  all  that  surrounded  them, 
neless  beauty.  An  elemental  strength, 
jy,  only  one  timepiece  can  capture  that  essence; 
K  gold.  Water  resistant.  Only  one  timepiece  •     '     :.;. 
jwear  that  name. 

pssa.  Perhaps  the  most  beautiful  watch 

e  world.  From  Jean  Lassale,  ■■""  ■      V 
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A  RUNNING  COMMENTARY 
ON  THE  VIRTUES  OF 


". . .  Merkur  is  going  to  pile  into  the  upscale  sports  sedan  market 
now  occupied  by  such  cars  as  the  BMW  318i  and  325e,  the 
Saab  Turbo,  the  Volvo  Turbo,  the  Pontiac  6000  STE,  and  the 
Audi  4000  Quattro-  like  a  runaway  freight  train" 

-  Brock  Yates,  Car  and  Driver 

". . .  the  autobahn  heritage  shows  to  good  advantage.  We 
wish  that  all  cars  sold  in  this  country  could  be  developed 
in  such  an  environment." 

—Tony  Swan,  Editor,  Motor  Trend 

"For  your  money  you  will  get  an  extremely  neutral 
handling  sedan  that's  both  substantially  roomier  and 
quicker  than  the  Bimmer,  with  the  same  Made  in 
Germany  decais  for  your  friends  to  envy!' 

-George  Levy,  Editor,  AutoWeek 

"The  Merkur  is  about  perfect" 

-David  E..  Qavis,  Jr.,  Editor, 
*  Car  and  Driver,  in  naming 

Merkur  XR4Ti  Qne  Of  The  Ten  Best  Cars 
For  1985 


* 


LUSIVELYFO 


I  FROM  GERMANY 
EXCLUSIVELY  FDR  LINCOLN-MERCURY 


'•■■'■'  • 
well 


If  you  are  sick  and  tired  of  lugging  all  that 
gear  around  in  a  camera  bag,  it's  time  to 
consider  the  point-and-shoot  compacts. 

Photo 
opportunity 


point  in  the  center  of  your  scene.  T  j 
Quick  Shooter,  Canon's  MC  ($25 1 
including  snap-on  flash),  Pentax' 
per  Sport  35  ($228),  Minolta's  Fr< 
dom  II  ($175.50)  and  Nikon's 
Touch  ($161.90)  are  several  exampl 
Want  your  subject  in  the  left- 
corner?  Point  straight  at  him, 
him  in  focus,  then  turn  the  camera 
compose  your  shot. 

The  stripped-down  Canon  MC- 
($1 85  with  flash)  sets  your  focus  at 
feet  for  snapshot-quality  images  rai 
ing  from  5  feet  to  infinity.  In  h 
expensive  models,  such  as  Olympi 
XA-3  ($165),  you  manually  select 
focal  zone:  close,  medium,  far. 

Since  these  new  compacts  are  n 


By  Anne  McGrath 


You  have  an  old  35mm  camera 
around  somewhere,  perhaps  in  a 
fancy  leather  bag,  complete  with 
three  lenses,  flash  attachment  and 
light  meter.  You  took  some  decent 
pictures  with  all  that  gear,  too.  More 
often  you  didn't.  No  wonder  you 
haven't  taken  the  thing  with  you  on 
vacation  for  years. 
Have  our  Japanese  friends  got  some 


Olympus  Quick  Shooter 


deals  for  you.  There's  a  whole  new 
generation  of  compact,  relatively  in- 
expensive electronic  35mm  cameras 
that  make  spur-of-the-moment  pic- 
ture-taking practically  idiot-proof  and 
hassle-free.  You  point  and  shoot,  peri- 
od. No  lenses  or  flash  attachments,  no 
light  meters  or  flashbulbs.  And  yet 
the  typical  compact,  with  built-in 
flash,  is  smaller  than  a  paperback 
book  and  weighs  about  10  ounces. 

The  new  automatics  are  as  goof- 
proof  as  the  inexpensive  disk  cameras 
(so-called  because  the  film  frames  are 
set  into  a  Viewmaster-type  wheel) 
that  many  nonphotographers  use 
these  days  for  snapshots.  They  load 
and  advance  the  film  automatically, 
rewind  when  you  finish  the  roll,  read 
the  film  speed  and  choose  the  proper 
f-stop  accordingly.  They  even  focus 
for  you  as  you  shoot.  One  Minolta 
model  (The  Talker,  list  price  $228) 
actually  speaks:  "Use  flash,"  it  com- 


mands when  the  room  is  too  dark. 
Other  cameras  don't  even  trust  you  to 
do  that  much;  the  flash  simply  pops 
up  automatically  when  necessary. 

The  best  news  is  that  you  can  have 
all  this  convenience  and  35mm  nega- 
tives, too.  You'll  get  the  eminently 
enlargable,  crisp  images  possible  with 
larger-format  film — 35mm  negatives 
are  a  good  ten  times  the  size  of  disk 
negatives — without  fiddling  with  (or 
paying  for)  bulkier,  trickier  35mm 
equipment.  The  prices  quoted  here 
are  manufacturers'  list  prices;  dis- 
counters typically  lop  off  25%  or  so. 

The  just-introduced  Olympus 
Quick  Shooter  ($225)  and  Ricoh's  FF- 
90  ($240)  demonstrate  what  the  auto- 
matics can  do.  Pop  in  the  film  and 
your  work  is  done.  Both  cameras  read 
the  electronic  impulses  film  manu- 
facturers are  now  putting  on  their  DX- 
coded  film  to  indicate  its  speed, 
which  means  no  more  squinting  at 
ISO  numbers.  Both  load  and  advance 
the  film  for  you  and  also  assess  the 
lighting  conditions  to  select  the  prop- 
er shutter  speed  and  lens  opening.  The 
FF-90  automatically  uses  flash  if  it's 


->oao    MINOLTA  * 


Ricoh  FF-90 


needed.  A  liquid  crystal  display  read- 
out on  the  FF-90  tells  your  film  speed, 
how  many  pictures  you've  shot,  and 
warns  you  if  the  battery  is  weak  or  if 
the  film  advance  has  snagged. 

Many  of  the  new  compacts  can  fo- 
cus with  astonishing  precision  by 
bouncing  a  beam  of  infrared  light  off  a 


Minolta  Maxxum  7000 


ther  sophisticated  nor  cheap, 
lance  photographer  Tom  Grir 
warns  that  it's  important  to  anal) 
your  needs  before  you  shop.  A 
pact  35mm  makes  sense  for  an 
teur  with  no  interest  in  anything  1 
getting  a  good  shot  for  his  photo 
bum,  or  as  a  second  camera  for  a  bu 
nessman  or  tourist  who  wants 
leave  the  camera  case  home. 

If,  on  the  other  hand,  you  suspi 
that  next  year  the  artist  in  your  sc 
might  be  itching  for  creative  contr 
it  makes  sense  to  compromise.  Y 
can  have  the  best  of  both  worlds — t  !i 
automation  of  the  compacts  and 
versatility  of  the  35mm  single  1 
reflex,  with  its  manual  override  caj 
bility  and  interchangeable  lenses-  * 
you're  willing  to  pay  for  it. 

Take  Canon's  T80  ($520)  and 
olta's  Maxxum  7000  ($538), 
brand-new  auto-everything  SL1 
Like  the  sophisticated  single  lens 
flex  cameras  they  are,  they'll  let  y 
make  creative  choices  when 
confident  enough — to  experimt 
with  zoom  lenses,  say,  or  with  blun 
action  shots.  Like  the  compacts,  1 
T80  and  the  Maxxum  7000  will  lo 
advance  and  rewind  your  film;  fo< 
on  your  subject  through  a  variety 
lenses;  and  take  it  upon  themselves 
get  the  exposure  right. 
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Careers 


on 't  hang  up  on  the  recruiter's  siren  call, 
ut  remember,  its  hard  to  get  the  music 
ut  of  your  head  if  you  dont  win  the  job. 

You  cant  go 
home  again 


By  John  A.  Byrne 


he  phone  rings — a  headhunter 
calling.  The  deal  sounds  attractive, 
lough  you  are  not  even  thinking  of 
zing  your  current  job.  But  what  the 
k,  you  say,  a  face-to-face  meeting 
further  discussion  can't  hurt, 
/ell,  maybe  it  can't  hurt.  But  the 

is,  once  you  even  consider 
dng,  your  days  at  your  current 
could  be  numbered.  Not  that 
i'U  be  fired.  But  the  closer  you 
lie  to  winning  the  talent  con- 
|  elsewhere,  the  less  likely  you 
ito  remain  content  in  your  ex- 
lig  position. 

,-ake  Richard  Bookstaber,  for 
mple.  He  was  a  distinguished, 
underpaid   and   little-known, 
fessor  of  business  at  Brigham 
;ng  University.  One  day  he  re- 
ed a  call  from  a  headhunter 
j)  was  conducting  a  search  to 
in  investment  research  slot  at 
man    Brothers.    Bookstaber, 
rt  win,  but  he  came  very  close;  he 
one  of  three  final  candidates  for 
post,  which  paid  three  times  his 
essor's  salary. 

it  Bookstaber,  author  of  three  in- 
ment  books  and  an  expert  on  op- 
s  trading,  was  forced  to  reexamine 
seven  years  in  academia.  Within 
months  he  gave  up  his  tenure  and 
ed  to  rival  Morgan  Stanley  as  re- 
h  manager. 

>okstaber's  case  is  not  unusual. 

:utive    recruiters    present    some 

3|000  final  candidates  to  fill  more 

ii    100,000    executive   jobs    each 
.  That  means  three  out  of  four 
J  candidates  wind  up  bridesmaids, 
t  will  soon  themselves  be  brides. 


Richards  Consultants,  Ltd.,  a  New 
York-based  headhunter,  says  that 
more  than  two-thirds  of  the  candi- 
dates rejected  on  searches  wind  up 
leaving  their  companies  within  one 
year.  Many  who  stay,  they  say,  gain  a 
newfound  confidence  in  their  abilities 
and  push  for  quicker  raises  and  pro- 
motions— and  get  them. 

Liam  Robert 


34, 


"You  tell  them  they're  getting  to  a 
point  in  their  career  where  they  might 
be  locked  out  of  future  opportuni- 
ties," says  Barry  Nathanson,  presi- 
dent of  Richards.  "You're  putting 
them  through  a  self-assessment. 
'Where  are  you  in  your  career?  Why 
haven't  you  gotten  a  raise?  To  whom 
do  you  report?'  Even  if  the  job  isn't 
right,  that  kind  of  counsel  makes 
them  want  to  go." 

Rejection  after  hours  of  meetings 
with  headhunters  and  potential  em- 
ployers isn't  likely  to  give  an  immedi- 
ate boost  to  one's  ego.  "Initially  the 
tail  drops  between  the  legs,  the  head 
goes  into  the  shell,  but  after  a  while 
they  come  out  of  it,"  says  Steven  Gar- 
finkle  of  Richards.  "Psychologically, 


the  fact  that  they  were  considered  as  a 
final  candidate  helps  them.  They  now 
know  that  there  are  some  other  peo- 
ple out  there  who  think  they're  pretty 
good,  better  than  even  they  might 
have  thought." 

The  seed,  in  a  word,  is  planted. 
"Here's  someone  without  an  itch," 
says  Leon  Nagler,  president  of  head- 
hunting firm  Nagler  &  Co.,  near  Bos- 
ton. "You  start  the  itch,  and  he  even- 
tually feels  the  need  to  scratch." 

Like  Bookstaber.  "I  never  even 
thought  of  getting  out  of  the  academic 
world,  but  the  call  from  a  headhunter 
got  me  thinking,"  he  says.  "When 
these  guys  call  they  always  make  it 
sound  so  good.  They  tell  you  how 
important  the  position  is,  how  you 
will  report  to  senior  management. 
There  is  some  ego-stroking  that 
makes  you  think,  'I  must  be  pretty 
good.'  " 

Bob  Karson,  30,  knows  the  process 
well.  "You're  normally  working  too 
hard  to  look  elsewhere,  and  you  don't 
have  time  to  think  about  moving,"  he 
says.  But  one  headhunter's  call  led  to 
an  after-work  meeting  over  a  cup  of 
coffee.  "They  sit  you  down  and  say, 
'Think  about  where  you  are,  where 
you're  going  and  what  you  want  to  do 
in  the  future.'  "  He  did,  and  it  wasn't 
at  Spoor,  Behrins,  Campbell  &  Young, 
where  he  was  employed  as  a  per- 
sonal financial  adviser  to  high- 
level  executives.  After  narrowly 
missing  out  for  the  assistant  vice 
presidency  at  a  New  York  bank, 
Karson  began  a  job  search  that 
landed  him  at  U.S.  Trust  Co.  as 
an  assistant  vice  president.  Kar- 
son was  one  of  three  unsuccessful 
finalists  for  the  New  York  bank 
position  who  wound  up  leaving 
their     companies     within     six 
months. 

Or  take  a  recent  assignment  by 
Richards  to  lure  a  corporate  ex- 
ecutive to  become  CEO  of  a  small 
high-tech  firm  called  Mosaic  Tech- 
nologies. The  headhunter  presented 
five  finalists,  one  of  whom  was  select- 
ed. Within  one  year,  though,  three  of 
the  rejected  four  left  their  firms — 
Honeywell,  Zenith  Data  Systems  and 
Perkin-Elmer — to  go  to  smaller  high- 
tech  companies.  The  remaining  one 
achieved  a  promotion. 

"We  started  to  get  them  thinking 
about  big  company  versus  small  com- 
pany," says  Garf inkle,  "and  unless  an 
individual  is  well  ensconced  in  his 
job,  we  ultimately  may  pave  the  way 
for  him  to  go  that  way." 

Moral:  It  may  not  hurt  to  satisfy 
your  curiosity  when  the  headhunter 
calls.  But  remember,  that's  powerful 
music  you'll  be  listening  to.  ■ 
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Behind  the  Figures 


Edited  by  Pamela  Sherrid 


Sniffing  blood? 

[arshall  Smith,  chief  executive  of 
computer  maker  Commodore  In- 
ternational, looks  slightly  pained  as 
he  lowers  his  big  frame  into  a  leather 
chair  in  his  office  at  Commodore's 
West  Chester,  Pa.  headquarters.  An 
old  knee  injury,  he  informs  a  visitor. 
But  Smith  also  has  other  reasons  to 
look  uncomfortable.  Commodore's 
current  problems  have  turned  his  po- 
sition into  a  veritable  hot  seat. 

Commodore  Chairman  Irving 
Gould  hired  Smith  in  February  1984 
to  replace  Jack  Tramiel,  the  tempera- 
mental manager  who  had  built  Com- 
modore into  the  world  leader  in  inex- 
pensive home  computers.  Smith,  who 
had  no  experience  in  the  computer 
industry,  came  to  Commodore  from 
the  top  of  the  $1  billion  (sales)  U.S. 
subsidiary  of  Dutch  conglomerate 
Thyssen-Bornemisza.  Gould  expected 
Smith  to  provide  Commodore  with 
the  management  controls  it  had 
lacked  under  the  flamboyant  Tramiel, 
who  left  in  a  huff  and  soon  was  head- 
ing rival  Atari. 

Commodore's  earnings  were  still 
flying  high  back  then,  thanks  to  the 
phenomenal  success  of  its  C64  com- 
puter. In  the  fiscal  year  ended  June 
1984  the  company  earned  $144  mil- 
lion on  sales  of  $1.3  billion.  But  under 


Smith,  Commodore  has  proceeded  to 
tank  out  in  spectacular  fashion.  The 
trouble  showed  up  in  the  quarter  end- 
ing last  December,  when  earnings  fell 
94%.  In  the  March  quarter  the  com- 
pany lost  $21  million. 

Who  takes  the  rap  for  these  trou- 
bles? Chairman  Gould,  whose  opin- 
ion matters,  says,  "They  have  nothing 
to  do  with  Mr.  Smith."  Smith  himself 
says,  "When  I  arrived  here,  the  next 
generation  of  products  was  not  in  en- 
gineering. All  the  earnings  were  gen- 
erated from  the  C64  and  peripherals." 
That  proved  disastrous  when  buyers 
of  home  computers  started  looking 
for  more  sophisticated  machines.  But 
Smith  also  says,  "I  don't  want  to  get 
into  a  war  with  Mr.  Tramiel,"  and  he 
seems  to  mean  it. 

Commodore's  future  now  rests  al- 
most entirely  on  two  new  machines 
that  Smith  has  rushed  through  devel- 
opment. The  C128,  due  to  be  shipped 
this  month,  is  a  more  powerful  com- 
puter compatible  with  the  C64.  The 
technological  dazzle  should  come 
from  the  higher-end  Amiga,  aimed 
perhaps  at  the  Apple  Macintosh,  due 
for  launch  at  the  end  of  July.  Smith 
snapped  up  the  Silicon  Valley  firm 
that  developed  the  Amiga  from  under 
the  nose  of  Tramiel  last  fall,  one  of 


several  matters  under  litigation  U 
tween  their  two  companies. 

"Commodore's  new  managerri 
has  to  be  judged  in  the  next  fi  fl 
year,"  says  Gould,  who  owns  20°/l 
Commodore  and  has  suffered  a  p;l 
loss  of  $126  million  since  Smith  1 1 
over.  Commodore  stock  has  dropl 
from  30  to  10  recently.  "Wall  St  1 
says  'seeing  is  believing,' "  <l 
Smith.  But  the  doubters  are  grown 
Since  the  beginning  of  this  year,  I 
short  interest  in  Commodore's  st| 
has  doubled.— P.S. 


Marshall  Smith  of  Commodore  International 

"I  don't  want  to  get  into  a  war  with  Mr.  Tramiel. 


Joseph  Bergei 


Ego  trips  for  sale 

Just  serve  up  some  sports  celefe 
ties  and  some  off-season  bas  p 
ball,  apparently,  and  well-to-do  in  B 
tors  easily  part  with  their  money.  I 

Ask    Daniel    Meisenheimer,    fl 
talking     founder     of     the     rece:B 
launched,  seven-team  U.S.  Basket  U 
League.   So  what  if  the  39-year  p 
Continental   Basketball    Associap 
still    struggles    for    recognition?  jo 
what  if   11   basketball  leagues  r.BP 
been  launched — and  folded — over  e 
last   7   years?   Mere   history  doe 
dampen  Meisenheimer's  enthusia 
"The  USBL  can't  miss,"  he  says.  ' 

The  USBL,  which  played  its  5 
game  in  Springfield,  Mass.,  on  1 
25,  was  conceived  two  years  ago.  fl 
senheimer,  34,  a  former  Merrill  Ly 
salesman     who     likes     his     wei 
pickup  basketball  game  with  old  lib 
school  buddies,  was  looking  for  a  :i1 
investment  for  Meisenheimer  ( 
ital,  Inc.,  his  new  publicly  traded  i !- 
ture  capital  fund.  He  was  watcl 
Donald  Trump  talking  on  TV  ab!l 
the  U.S.  Football  League  wheni* 
idea  came  to  him:  a  publicly  held! 
nor    league    basketball    league 
would  play  in  the  summer  month 

Sound  farfetched?   Not  to  for 
New  York  Knickerbockers  Earl 
Pearl)  Monroe  and  Walt  (Clyde) 
zier.  The  Pearl,  who  runs  his  < 
record  company,  signed  on  as  U 
commissioner  in  return  for  a  $30,  . 
salary  and  a  small  stake  in  the  lea, 
Clyde>  a  sports  agent,  was  willin 
talk  up   the  USBL   in  return  f( 
$2,000-a-year  retainer,  plus  the  ac 
sition  of  the  Atlanta  franchise  foi 
Meisenheimer     himself     anted 
$1,000.  Meisenheimer  Capital  inv 
ed  $3,000  and  is  prepared  to  suj1    >«. 
another  $75,000. 

Meisenheimer  is  expecting  the 
money  to  come  from  the  inves 
public.  In  February  he  colle 
$423,500  from  a  private  placem 
And  this  month  Meisenheime 
planning  to  take  the  USBL  pu 
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niel  Meisenbeimer,  founder  of the  U.S.  Basketball  League 
u>  cares  what  history  says? 


John  Maddock  Roberts 


ling  as  much  as  19%  of  the  equity 
$4.5  million,  or  $3  a  share. 
Vleisenheimer  is  counting  on  the 
ne  fan  appeal  that  sold  the  private 
il  to  work  with  the  public  offering. 
Dts  of  people  showed  up  at  the  due 
igence  meeting  just  to  shake  Walt 
izier's  hand,"  he  says. 
What  about  the  franchises?  "If  busi- 
ismen  buy  a  franchise,  they  can 
'ite  their  buddies  to  see  their 
m,"  Meisenheimer  says.  "We're 
ing  these  guys  an  ego  trip."  So  far, 
2  teams  have  been  sold  for 
)0,000  to  $150,000  a  shot, 
heedless  to  say,  Meisenheimer 
oes  to  make  a  tidy  profit.  If  USBL 
:s  public  as  planned,  Meisen- 
mer's  shares  could  triple  in  value, 
$573,000.  Besides,  Meisenheimer 
arded  himself  the  Long  Island  fran- 
;se  for  $1.  He's  now  syndicating  the 
jm  over  three  years  for  $1  million, 
flow  the  franchisees  will  do  is  an- 
jier  question.  The  USBL  so  far  has 
ned  two  local  TV  and  five  radio 
ils.  The  first  game,  up  in  Spring- 
d,  drew  a  respectable  3,224  specta- 
jS,  at  $5  a  head. — Lisa  Gubernick 

" 

ie  last  angry  man? 

•  oth  T.  Boone  Pickens  and  James 
'McElroy  realized  some  years  back 
t  oil  company  assets  were  under- 
ued  by  the  stock  market.  Pickens 


has  used  that  insight  to  get  rich  and 
famous.  So  far  McElroy,  who  heads  a 
committee  of  dissident  Shell  Oil 
shareholders,  has  only  gotten  angry. 

In  January  1984  the  Royal  Dutch/ 
Shell  Group  made  a  merger  proposal 
of  $55  per  share  for  the  30%  of  Shell 
that  it  didn't  already  own.  With 
Shell's  reserves  estimated  at  $81.50 
per  share,  Wall  Street — and  Shell's 
own  outside  directors — felt  that  price 
was  too  low.  But  fighting  Royal  Dutch 
seemed  a  losing  cause.  Royal  Dutch 
already  controlled  Shell,  so  no  one 


Shareholder  organizer  James  McElroy 
A  quixotic  battle  with  an  oil  giant. 


could  expect  a  white  knight  with  a 
higher  offer. 

That  didn't  stop  McElroy,  who  used 
to  work  as  an  economist  at  a  Chevy 
Chase,  Md.  consulting  firm,  from 
launching  a  quixotic  effort.  Royal 
Dutch  eventually  raised  its  offer  to 
$58.  A  class  action  suit,  filed  by  an- 
other shareholder  group,  boosted  the 
offer  another  $2,  to  $60.  McElroy  still 
thinks  that  is  peanuts.  "Royal  Dutch  is 
exploiting  shareholders,"  he  declares. 

For  the  past  year  McElroy  has 
worked  full  time  to  round  up  Shell 
shareholders  who  didn't  tender  their 
stock.  What  can  he  offer  them?  An 
appraisal  of  their  shares'  fair  value  in 
Delaware  Chancery  Court — but  only 
if  they  don't  accept  any  money  from 
Royal  Dutch.  Shareholders  didn't 
tender  17  million,  or  18%,  of  the 
shares  Royal  Dutch  didn't  already 
control.  Of  those,  McElroy  has  man- 
aged to  sign  up  1.2  million  shares 
owned  by  2,300  unhappy  sharehold- 
ers. He's  been  concentrating  his  ef- 
forts on  Shell  employees,  visiting 
company  facilities  in  Los  Angeles, 
Houston  and  Metairie,  La.  "Organiz- 
ing is  hard  as  hell,"  he  says. 

It's  not  even  clear,  however,  that 
McElroy  is  doing  these  people  such  a 
favor.  Court  appraisals  can  take  years, 
during  which  time  investors  receive 
no  dividends  and  can't  sell  their 
shares  but  still  must  pay  lawyers 
through  McElroy's  committee.  Last 
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The  closer  you  look,  the  better  you  will  see 
why  Field  &  Stream  stands  out  as  an  obvious 
choice  for  reaching  the  mass  male  market. .  .and 
stands  alone  as  America's  number  one 
sportsman's  magazine. 

Field  &  Stream  captures  and  holds  its 
readers  with  a  ninety-year  tradition  of  editorial 
excellence  and  authority  Featuring  renowned, 
award-winning  writers  like  A.  J.  McClane,  George 
Reiger,  Gene  Hill,  Bob  Bristerand  Ed  Zern — 
authors  who  continue  the  rich  heritage  of  great 
writing  established  in  Field  &  Stream  by  the  likes 
of  Zane  Grey,  Ernest  Hemingway  and  Erie  Stanley 
Gardner. 


Today,  Field  &  Stream  is  an  American 
institution,  attracting  nearly  10  million  loyal, 
responsive  readers  every  month.  It's  no  wonder 
1984  was  our  most  successful  year  ever.  With 
record-breaking  advertising  revenue  of  $34 
million,  including  the  first  $4  million  issue  in  the 
history  of  the  outdoor  field. 

We  stand  out  among  major  men's  magazines 

Field  &  Stream  reaches  men  more  efficiently 
than  Time,  Newsweek,  U.S.  News  &  World 
Report,  Sports  Illustrated,  Penthouse  and 
Playboy.  What's  more,  Field  &  Stream  allows  you 
to  extend  your  total  reach  in  a  media  schedule 


* 
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The  bob  white  quail  easily  avoids  its  predators  through  skillful  camouflage. 


cause  of  our  unusually  low  rate  of  duplication 
th  other  men's  magazines.  For  example,  of  the 
1  million  men  you  will  reach  in  Field  &  Stream: 
1.9  million  (66%)  do  not  read  Newsweek,  Time 
U.S.  News  &  World  Report 
j.7  million  (77%)  do  not  read  Sports  Illustrated 
j.9  million  (79%)  do  not  read  Playboy  or 
nthouse 

i  stand  alone  at  the  top  of  the  outdoor  held. 

Field  &  Stream  reaches  1.2  million  more 
iders  than  Outdoor  Life  and  Sports  Afield 
nbined — and  we  reach  them  more  efficiently. 
Vith  one  ad  in  Field  &  Stream  you  will  exceed 


the  net  reach  of  five  ads  in  Outdoor  Life  at  a  net 
savings  of  $102,410  and  a  $10.80  lower  CPM 
■  With  one  ad  in  Field  &  Stream  you  will  exceed 
the  net  reach  of  twelve  ads  in  Sports  Afield  at  a 
net  savings  of  $140,506  and  a  $14.27  lower  CPM 
Look  again.  Like  our  readers,  you'll  be 

impressed  by 
what  you  see. 


America's  number  one  sportsman's  magazine. 

Source:  1984  SMRB 
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month  McElroy  made  a  last-ditch  le- 
gal attempt  to  derail  the  class  action 
settlement,  claiming  that  Shell  has 
been  keeping  news  of  a  huge  new  oil 
find  from  the  public.  Shell  says  that's 
hogwash. 

McElroy  hasn't  handled  his  battles 
with  consummate  skill.  Last  year  he 
was  enjoined  by  a  federal  court  from 
filing  incomplete  and  misleading 
proxy  materials  after  an  SEC  action. 
And  his  earlier  efforts  to  organize 
shareholders  have  not  fared  well.  His 
first  fight,  over  U.S.  Steel's  purchase 
of  Marathon  Oil,  is  still  stuck  in  court 
in  Ohio  three  years  later,  and  the  cor- 
poration he  formed  for  that  battle  is  in 
bankruptcy. 

In  the  Shell  struggle  McElroy  has 
collected  $165,000  so  far  from  share- 
holders, part  of  it  a  $100,000  loan.  He 
claims  to  have  spent  an  additional 
$25,000  of  his  own  money.  What's  in 
it  for  him  besides  fighting  for  what's 
right?  If  the  court  awards  the  share- 
holders anything  above  $60,  McEl- 
roy's  committee  will  get  a  percentage 
of  the  gain  on  a  sliding  scale.  Out  of 
that  pot  come  the  legal  and  advisory 
fees.  What's  left,  if  anything,  goes  to 
McElroy. — Robert  McGough 


Storyteller 

Again  and  again,"  says  Robert 
George,  "people  tell  us  they  want 
to  know  what  they  missed,  what  real- 
ly happened  in  Vietnam."  George  saw 
the  war  firsthand  as  a  Marine  jet  pilot, 
flying  118  bombing  missiftns.  Nowa- 
days, as  the  40-year-old  president  of 
Boston  Publishing  Co.,  he's  zeroing  in 
on  the  country's  renewed  interest  in 
its  recent  history.  George's  firm  is 
producing  a  20-volume  series  on  the 
Vietnam  War  that  so  far  has  won  over 
200,000  subscribers,  far  exceeding  in- 
dustry expectations. 

Getting  the  project  into  print  was 
no  mean  feat.  "You  have  to  remember 
that  in  1979  people  didn't  want  to  talk 
about  Vietnam,"  George  recalls.  After 
leaving  the  service  in  1971,  George 
had  built  up  a  group  of  newsletters 
and  sold  them  to  Harcourt  Brace  Jo- 
vanovich.  He  left  HBJ  in  1979  to  de- 
velop the  Vietnam  books  on  his  own. 
After  he  had  done  considerable  leg- 
work,  Boston-based  publishers  War- 
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Robert  George  and  Robert  Manning  of  Boston  Publishing 
"in  1979  people  didn't  want  to  talk  about  Vietnam. 


ren  Gorham  &  Lamont  agreed  to  fund 
the  project  for  a  50%  equity  interest. 
George  hired  Robert  Wolff,  the  head 
of  Harvard's  history  department,  as 
editor-in-chief. 

Then  bad  luck  hit.  Wolff  died  half- 
way into  the  first  volume.  Soon  after, 
Warren  Gorham  &  Lamont  was  ac- 
quired by  International  Thomson  Or- 
ganisation, which  decided  to  kill 
George's  project. 

George  managed  to  recoup  in  grand 
style.  To  replace  Wolff  he  hired  Rob- 
ert Manning,  who  had  just  ended  a  1 6- 
year  stint  as  editor-in-chief  of  the  At- 
lantic Monthly  Manning,  now  65,  had 
taken  a  break  from  journalism  to 
serve  as  an  Assistant  Secretary  of 
State  under  Presidents  Kennedy  and 
Johnson.  On  the  financial  front, 
George  found  a  white  knight  in  Time- 
Life  Books,  which  acquired  Boston 
Publishing  and  agreed  to  pay  royalties 
to  Thomson. 

Meanwhile,  public  opinion  about 
the  Vietnam  War  was  changing — in 
Boston  Publishing's  favor.  The  Viet- 
nam Experience  is  now  one  of  Time- 
Life's  most  successful  series.  The  av- 
erage subscriber  buys  10  volumes  at 
$14.95  each.  Revenues  so  far  have 
totaled  an  estimated  $15  million, 
with  just  14  of  the  volumes  out  and 
new  subscribers  still  signing  up.. 
About  60%  of  the  readers  are  Viet- 
nam veterans. 

And  Bob  George  is  his  own  boss 
again.  In  March  Time-Life  agreed  to 
let  Boston  Publishing  operate  inde- 
pendently, giving  George  a  one-year, 
$2.3  million  contract  to  finish  the 
Vietnam  series.  Now  George  has  oth- 
er books  in  the  works.  Soon  to  be 
published:  a  history  of  the  Medal  of 
Honor. — Ellen  Benoit 


Unpopular 

[ichael  Osterholm,  32,  works  ! 
small,  drab  office  at  the  Mini 
sota  Department  of  Health  in  Min  j 
apolis — not  a  position  you'd  expec 
bother  big  multinational  compani 

But  Procter  &  Gamble  and  Beatr  J 
for  instance,  are  still  feeling  reperc 
sions  from  Osterholm's  1980  stil 
linking     high-absorbency     tamp 
with  toxic-shock  syndrome,  a  son 
times  fatal  disease.  P&.G  took  its  R 
tampons  off  the  shelves  almost 
mediately.  Additional  research  c 
firmed  Osterholm's  findings.  Just  t 
spring  Beatrice's  International  Pi 
tex  withdrew  its  superabsorbent  t; 
pons  from  the  market  as  part  c 
court  settlement  with  a  toxic  sh) 
victim.  Tampax  soon  followed  sui : 

These  days  Osterholm,  a  Ph.D. 
epidemiology,  is  embroiled  in  a  r 
controversy,  this  time  with  big  di . 
makers.  "I  somehow  have  a  wa> ' 
upsetting  companies,"  says  Os 
holm,  who  became  chief  state  epi 
miologist  last  year. 

Scientists  have   known  for  ycl 
that  every  person  or  animal  taking 
antibiotic  becomes  a  factory,  prod 
ing  resistant  strains.  But,  all  the  sai 
selling-antibiotics  to  make  cattle,  i 
and  chickens  gain  weight  faster  c 
tinues  to  be  a  good  business  for  cc 
panies  like  American  Cyanamid  ; ! 
Pfizer.  Half  of  the  $270  million 
antibiotics  sold  annually  in  the  I 
goes   into   animal   feed.   But   Os 
holm's    recent    research    has    est 
lished  a  strong  link  between  the  us> 
antibiotics  in  animals  and  serious 
man  illness. 

In  late  1983  Osterholm  noticed 
unusual  increase  in  intestinal  illn 
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here  is  something  new  on  the  horizon. 

lere  is  a  new  identity  for  a  $3  billion  company, 
le  company  has  a  new  structure,  new  manage- 
lent  goals  and  a  renewed  vitality  GenCorp  is 
i  aggressive  company  with  diverse  strengths. 


om  aerospace  to  tennis  balls,  from  video 
ssettes  to  tires,  GenCorp  is  in  a  strong  position 
r  growth.  The  subsidiaries  of  GenCorp  are 
;rojet  General,  DiversiTech  General,  General 
re  and  RKO  General.  y—i 

Im  GenCorp 

L 


A  new  direction 
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among  Midwesterners  caused  by  an 
antibiotic-resistant  strain  of  salmo- 
nella. Many  of  the  patients  were  tak- 
ing antibiotics  for  minor  respiratory 
infections.  Osterholm  called  in  re- 
searchers from  the  federal  Centers  for 
Disease  Control  in  Atlanta.  Their 
first  hypothesis,  that  the  antibiotics 
themselves  were  contaminated, 
proved  false. 

Soon  the  researchers  discovered 
that  all  the  patients  had  eaten  ham- 
burger meat  the  week  before  becom- 
ing ill.  The  team  traced  the  meat  from 
supermarkets  to  a  herd  of  cattle  in 
South  Dakota  and  was  able  to  match 
the  molecular  fingerprint  of  the  sal- 
monella culprits. 

"All  the  pieces  just  fit  together," 
Osterholm  says.  The  fact  that  hu- 
mans were  taking  the  same  antibiot- 
ics as  the  animals  was  something  of  a 
smoking  gun,  he  explains.  When  a 
person  takes  an  antibiotic  for  an  ill- 
ness, it  kills  all  but  resistant  strains, 
allowing  them  to  flourish  with  new 
virulence. 

The  drug  companies  continue  to 
dispute  Osterholm 's  findings,  arguing 
that  the  meat  was  probably  contami- 
nated at  a  processing  plant,  not  on  the 
hoof.  But  because  of  Osterholm 's  de- 
tective work,  the  Food  &  Drug  Ad- 
ministration is  taking  another  hard 


look.  The  ongoing  use  of  antibiotics 
in  animal  feeds  has  been  banned  in 
several  European  countries  since  the 
early  Seventies. — Katharine  Blood 


Fair  trade 

Northern  Telecom,  you  recall,  is 
the  Canada-based  telecommuni- 
cations equipment  giant  that  has 
benefited  mightily  from  the  breakup 
of  AT&T  by  supplying  the  new  Bell 
operating  companies.  A  few  years  ago 
Northern  Telecom  also  targeted  as  a 
likely  new  customer  Nippon  Tele- 
graph &  Telephone,  the  Japanese  gov- 
ernment monopoly  that  became  a  pri- 
vate company  this  spring. 

But  Japan's  telecommunications 
market  is  a  notoriously  hard  sell,  the 
subject  of  angry  retaliatory  proposals 
in  the  U.S.  Senate.  Northern  Telecom 
must  be  finding  Japan  a  much  tougher 
nut  to  crack  than  the  U.S.,  correct? 

Wrong,  says  Edmund  Fitzgerald,  a 
U.S.  citizen  who  became  Northern 
Telecom's  chief  executive  last  fall. 
"It's  taking  us  no  longer  to  get  our 
digital  switch  into  NTT  than  it  did 
into  AT&T,"  he  insists. 

Find  that  hard  to  believe?  Fitzgerald 
is  glad  to  give  the  details.  Last  month 
his  company  agreed  to  a  study  with 
NTT  that  should  lead  to  a  long-term 
contract  for  Northern  Telecom's  digi- 
tal central-office  switches.  That 
would  be  the  first  big  order  for  foreign 
hardware  destined  to  go  into  the  back- 
bone of  NTT's  system.  A  phone  com- 
pany can  be  relatively  open-minded 
about  equipment  that  simply  con- 
nects on  the  end  of  its  phone  line. 


Clark  Thomas/Pictu  ^H 


Minnesota  epidemiologist  Michael  Osterholm 

"I  somehow  have  a  way  of  upsetting  companies. 


Northern  Telecom's  Edmund  Fitzgeim 
PiTTis  no  worse  than  AT&T,  hesjm 

"But  you  really  have  to  earn  your  U 
into  the  network,"  Fitzgerald  say  I 

For  the  past  two  years  Nortl 
Telecom  has  been  paying  its  duel 
developing  jointly  with  NTT  a  til 
portable  emergency  switch,  ll 
might  need  a  total  of  only  30  to  <l 
those  units.  "That  obviously  wasp 
the  market  we  were  ultimately  1 1 
ing  for,"  Fitzgerald  acknowledges  lit 
now,  on  the  basis  of  this  sprl 
agreement,  Fitzgerald  expects  N<! 
ern  Telecom  to  start  delivering  ic 
first  of  "a  substantial  quantity! 
central-office  switches  to  NTT  byl 
ly  1987. 

That  will  make  the  Japanese  :[fl 
ket  a  five-year  sell.  Similarly,  N<  p- 
ern  Telecom  made  its  first  prop<  us 
to  AT&T  in  1976,  got  its  produc  p 
proved  in  1979  and  installed  its  cl 
switch  at  the  end  of  1981.  "Exil 
the  same  amount  of  time,"  FitzgtH 
points  out. 

Fitzgerald  joined  Northern  ll 
com  in  1980  to  head  its  U.S.  (I 
ations.  An  engineer  by  training  u 
had  worked  his  way  up  to  chairm;  hf 
Milwaukee-based  Cutler-Ham:! 
an  industrial  control  and  mil)  I 
electronics  supplier,  but  left  sooil 
ter  its  acquisition  by  Eaton  Cor]  id 
1979/ Fitzgerald  now  lives  in  Nl 
ville,  home  to  Northern  Teleccl 
U.S.  operations,  which  accountecM 
64%  of  the  company's  $4.4  bilU 
(Canadian)  revenues  last  year.  Fit:  I 
aid  made  clear  to  a  U.S.  Senate  I 
committee  last  month  that  Nort  jl 
Telecom,  despite  its  52%  owner  lp 
by  Bell  Canada  Enterprises,  is  inde  fa 
bona  fide  U.S.  producer.  "If  they  tl  I 
of  us  as  a  foreign  supplier,"  he  si 
"we're  one  of  the  bad  guys." — P.S  I 
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-vhat  it  takes  to  stay  ahead.  It's  what  makes  Hilton  America's  Business  Address." 
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Add  impact  and  visibility 

to  your  financial 

advertising  campaign  with 

Forbes  Magazine's 

Financial  Special  Advertising 

Supplements 


Mini-magazines 
with  a  central 
theme 

Designed  to  highlight 
financial  topics  not  often 
covered  in  Forbes'  regu- 
lar editorial  and  directed 
to  Forbes  readers'  profes- 
sional and  personal  invest- 
ment information  needs, 
Financial  Supplements 
provide  a  valuable  promo- 
tional environment  for 
marketers  and  useful  edito- 
rial for  the  reader. 

By  combining  advertising 
with  support  text  and  graphics,  Supplements 
offer  effective  and  cost-efficient  market  tools 
to  help  you  reach  and  sell  Forbes'  unmatched 
executive  readership. 


Schedule  your  campaign  in  Forbes'  1985 
Financial  Supplements 

Supplement 

Issue  Date 

Ad  Closing 

IRAs  &  Tax  Planning 
Equipment  Leasing  & 
Financing 
Corporate  Finance 

March  11 
March  25 

April  29 
(special 
"500s"  issue) 

January  14 
January  28 
March  4 

Equities 

September  23 

July  29 

Insurance 
Public  Finance 
Employee  Benefits 
Mergers  &  Divestitures 

October  21 
November  4 
November  18 
December  2 

August  26 
September  9 
September  23 
October  7 

Maximize  your  financial 
advertising  investment  yield 

Take  advantage  o 
these  powerful  ad 
tising  vehicles  to 
maximize  your  in 
pact  on  an  audien 
of  nearly  4  million 
highly  affluent  an 
influential  Forbes 
readers. 

Supplement  adv 
tisers  receive  these 
cial  benefits:  Each 
supplement  surrou 
your  message  with 
timely,  authoritativ 
text  relevant  to  your 
nancial  service  or  product  •  Reader  service  c; 
listing  helps  you  generate  quality  sales  inqi 
ries  •  Specialized  merchandising  and  marke" 
support  extend  the  value  of  your  advertising 
investment. 

Send  for  your  free  Financial  Supplements: 
formation  kit  today.  Contact  Arnold  J.  Prive 
Director  of  Special  Projects,  Forbes  Magazin 
60  Fifth  Avenue,  New  York,  NY  10011.  Tel:  2 
620-2224. 

Forbes 

Capitalist  Tool 

-■•    Forbes  Magazme-60  Fifth  Ave.,  NY.,  NY  10011 
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ursion  into  higher  altitudes.  The  Dow  industrials 
oaged  not  only  to  close  above  1300  but  also  to  end  the 
t  two  trading  sessions  above  it.  The  broadly  based 
shire  index  of  more  than  5,600  securities  hit  a  recent 
k  one  day  ahead  of  the  Dow,  on  May  20.  Then  the 
rket  retreated  slightly,  but  it  was  nevertheless  a  good 
» weeks  for  many  investors.  The  Dow  closed  out  the 
tch  at  1296.7,  a  2.9%  gain,  while  the  Wilshire  was  up 
.  Nasdaq  shares  were  a  bit  stronger  than  the  market 


and  gained  3.1%,  but  Amex  issues  registered  only  a  1.2% 
increase.  The  investor  yardsticks,  below,  indicate  that  all 
types  of  shares  were  being  bought,  but  shares  with  a 
conservative  flavor  generally  held  a  slight  edge. 

Wall  Street  has  fared  well  over  the  last  year.  Over  the 
last  52  weeks  the  Wilshire,  The  Forbes  Sales  500,  NYSE 
and  Nasdaq  all  managed  gains  of  around  25% .  That  return 
comes  oh  top  of  dividends  averaging  4.5%.  Amex  issues, 
however,  increased  by  only  15.9%. 


Close-up  On  The  Equity  Markets 

Performance  of  six  leading  indexes 

cent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

last  4  weeks 

2.4 

2.2 

0.9 

2.2 

-0.3 

2.9 

last  52  weeks 

25.0 

25.7 

17.5 

24.7 

15.9 

24.1 

Stock  performance  based  on  six  key  investor  yardst 

ieks 

'■  cent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

i  last  4  weeks 

3.3 

0.8 

1.5 

3.4 

2.6 

2.6 

2.3 

2.5 

1.5 

1.7 

3.7 

0.6 

i  last  52  weeks 

30.0 

17.5 

21.7 

34.7 

13.1 

34.0 

32.6 

24.2 

17.7 

34.7 

35.5 

5.7 

^  i  on  sales. 

k  >ck's  sensitivity  to 

i  mutative  evaluatK 

overall  market  movemen 
in  of  a  stock's  growth  1m. 

t.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  a 
ige,  determined  by  Wilshire  Associates. 

re  more  stable. 

1' :  All  data  for  pei 
|»ES,JUNE17,  1< 

iods  endinj 
>85 

» 5/23/85. 

Prepared  by 

Wilshire  i 

\ssociates, 

Santa  Mor 

lica,  Calif. 

Ken 

ncth  Alcorn 
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Where  The  Action  Is 


Has  the  oil  patch  capped  the  takeover  blowout?  During 
the  last  two  weeks  all  sectors  except  energy  posted  fairly 
impressive  gains.  Energy  shares  were  another  story.  With 
Unocal  effectively  thwarting  a  takeover  attempt,  inves- 
tors lost  interest  in  the  oils  as  a  way  to  make  a  fast  buck. 
Energy  shares  managed  only  a  0.3%  gain. 
Meanwhile,  consumer  nondurables,  raw  materials  and 


capital  goods  outperformed  the  overall  market.  Consu 
nondurables,  propelled  by  Upjohn,  rose  4.9%.  Fim 
shares,  with  a  45.6%  gain  for  the  last  52  weeks,  r 
outperformed  the  Wilshire  index  over  this  time  spai 
almost  a  2-to-l  margin.  The  two  poorest-perforn 
groups  over  the  last  year:  technology  and  energy,  ^ 
respective  gains  of  14%  and  6.3%. 


/\/  Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-<^V 


-25 
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Consumer  durables 


+  50 


-25 
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Consumer  nondurables  and  servi 


+  50 


-25 
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Energy 

+  50           ^^ 

.    -^       "^ 

_25    1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1  M  1  1 

'84 

'85 

Finance 

~  <&£^S^ 

0 
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'84 

'85 

Raw  materials 


+  50 


-<^y 


-25 
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Technology 

" °S*^s^~ 

0 

-2S  1  1  1  1  1  1  1 Ill 

1  1  1  1  1  1  1  1  1  1  1 

'84 

'85 

Transportation 

+  50            ^s*. 

0            V 

""    1  1  1  1  1  1  1  1  1  1  1  1  1  II  1  1  1  1  1  1  1  1  1  1  1  1 

'84 

'85 

Utilities 


+  50 
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What  The  Analysts  Think 


High  time  for  finance.  Finance  shares  have  done  well  of 
late.  Thank  analysts,  who  in  the  last  two  weeks  have 
made  enough  upward  revisions  to  allow  this  sector  to 


show  a  gain  in  estimated  1985  earnings.  But  with  di  I 
pointing  GNP  growth  for  the  first  quarter,  it  is  no  surf  e 
estimates  were  lowered  for  the  eight  remaining  grouj 


Forecasting  the  Forbes  500 


Performance 
period 


Average 
earnings  per 

share  P/E 


latest  12  months 

1985  estimates 

1986  estimates 


$3.65  11.2 

4.21  9.7 

4.75  8.6 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1985 
EPS             P/E 

%  change  in  1985  estii 
in  2  weeks       in  4  we 

1 

Finance 

$3.30 

10.0 

0.52% 

0.79' 

2 

Energy 

3.51 

8.6 

-0.10 

-0.67 

3 

Utilities 

3.46 

8.0 

-0.35 

-0.71 

4 

Consumer  nondurables 

2.57 

12.3 

-0.49 

-0.44 

5 

Transportation 

3.10 

9.1 

-1.00 

-1.51 

6 

Consumer  durables 

4.74 

7.9 

-1.36 

-1.71 

7 

Capital  goods 

2.91 

11.2 

-1.52 

-2.55 

8 

Technology 

2.84 

11.8 

-2.02 

-3.19 

9 

Raw  materials 

2.21 

11.1 

-3.07 

-4.69 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continously  by  the  Institutional  Bi 
Estimate  System  (IBES),  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm 

Note:  All  data  for  periods  ending  5/23/85.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  IBES,  a  service  of  Lynch,  |ones  &  Ryan,  New  York. 
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A  comparison  of  stock  index  futures. 


STOCK  INDEX 

FUTURES 
CONTRACTS 

Initial 
Deposit 

Maintenance 
Margin 

Approximate 
Contract  Value* 

Avg.  Daily 
Volatility** 



Index  Basis 

Value  Line 
Index  Futures 

$6,500 

$2,000 

$98,000 

$1,205 

1683  stocks 
unweighted 

Major  Market 
Index  Futures 

$1,750 

$500 

$25,000 

$338 

20  NYSE  Stocks 
price-weighted 

S&P500 
Index  Futures 

$6,000 

$2,500 

$92,000 

$1,005 

500  stocks 
capitl'n 
weighted 

NYSE  Stock 
Index  Futures 

$3,500 

$1,500 

$53,000 

$590 

all  1500  + NYSE 

stocks  capitl'n 

weighted 

Some  people  think  stock  index  futures  are 
all  alike. 

As  the  chart  above  demonstrates,  there  are 
major  differences  in  the  major  contracts.  And 
the  differences  can  be  important. 

For  example,  the  stocks  that  make  up  the 
Value  Line  Index,  and  the  way  the  index  is 
calculated,  make  that  contract  highly  volatile. 
Many  people  may  find  it  too  speculative  for 
their  needs. 

By  contrast,  the  contract  based  on  the 
Major  Market  Index  is  stable.  That  means  the 
daily  potential  for  loss  is  limited.  But  so  is  the 
daily  potential  for  profit. 

The  size  of  the  S&P  500  contract  makes  it 
popular  with  large  institutional  investors.  Indi- 
viduals may  prefer  something  more  affordable. 

Which  brings  us  to  NYSE  Stock  Index 
Futures  from  the  New  York  Futures  Exchange. 

With  NYSE  Stock  Index  Futures,  the  daily 
potential  is  substantial. The  volatility  is  manage- 


able. The  cost  is  affordable.  And  unlike  the 
others,  these  contracts  are  based  on  the  NYSE 
Composite  Index— the  only  complete  measure 
of  activity  at  the  New  York  Stock  Exchange. 

All  stock  index  futures  involve  a  certain 
degree  of  risk.  So  they're  not  for  everybody. 
But  we  think  anybody  can  see  the  differences 
between  them. 

Because  even  in  black  and  white,  an  apple 
doesn't  look  like  an  orange. 

NYSE  STOCK  INDEX  FUTURES 

NYFE,  Att:  A.  Hansen,  20  Broad  St,  NY,  NY  10005 
I've  made  the  comparison,  and  NYSE  Slock  Index 
Futures  look  good  to  me.  Please  send  more  information 

Name 

Address 

City 


State- 


Zip- 


L 


Day  Telephone 
Investor  □  A 


Broker  □  B 


FOR  6/17/85  | 


*As  of  April  26,  1985.  Subject  to  market  changes. 
"Average  Daily  Range,  1984.  Source:  Data  Resources,  Inc. 


New  York 
Futures  Exchange 


©  1985  NEW  YORK  FUTURES  EXCHANGE.  INC 
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How  come  municipal  bond  dealers  arent 
going  under,  as  are  some  of  the  Treasury 
houses?  Largely  because  of  the  little  MSRB 
and  a  little  help  from  its  friends. 


Paper  tiger 


By  Ben  Weberman 


It  has  a  staff  of  13,  less  than  1% 
of  that  of  the  Securities  &  Ex- 
change Commission,  and  no  in- 
vestigative or  enforcement  powers  at 
all.  A  watchdog  with  no  teeth,  scoffed 
its  detractors  when  it  was  set  up  by 
Congress  ten  years  ago.  But  now  the 
tiny  Municipal  Securities  Rulemak- 
ing Board  is  credited  with  keeping  the 
state  and  local  govern- 
ment bond  business  out  of 
trouble.  Some  congress- 
men even  think  that  it 
could  be  a  model  for  even- 
tual regulation  of  the 
now-unregulated  Trea- 
sury houses. 

Created  in  1975  in  the 
aftermath  of  the  Memphis 
dealer  frauds,  the  MSRB 
was  supposed  to  be  a  real 
self-regulatory  agency 
like  the  National  Associ- 
ation of  Securities  Deal- 
ers. But  the  legislation 
was  watered  down  in  in- 
tense lobbying  by  some 
bond  dealers  and  state  and 
local  governments.  The 
new  agency  was  left  with 
little  more  than  the  abili- 
ty to  set  standards  ap- 
proved by  the  SEC  and  en- 
forced by  the  NASD,  the 
Fed,  the  FDIC  and  the 
Comptroller  of  the  Cur- 
rency. "We  don't  decide 
what  is  a  tax-exempt  se- 
curity, and  we  don't  de- 
cide who  has  committed 
a  fraud,"  says  Executive 
Director  Christopher  A. 
Taylor.  "But  we  have 
friends  who  do." 

Surprisingly,  it  has 
worked.  Since  the  MSRB's 


creation,  there  have  been  no  E.S.M.  or 
Bevill  Bresler-like  disasters  among 
dealers  or  underwriters  specializing  in 
state  and  local  government  bonds. 
That's  despite  a  dearth  of  disclosure  at 
times.  Under  the  law,  the  MSRB  can't 
force  state  and  local  governments  to 
provide  the  financial  data  needed  for 
an  official  statement,  the  tax-exempt 
equivalent  of  a  corporate  prospectus. 
That  has  tended  to  place  the  responsi- 


Christapher  Taylor,  executive  director  of  the  MSRB 
All  bark  and  no  bite  sometimes  works. 


bility  more  with  the  underwriter 
How  does  the  information  gt } 
the  investor?  The  MSRB  has 
toughened  its  regulations  to  r  J 
dealers  responsible  for  passing  it 
a  duty  that  previously  had  been 
ored  as  much  in  the  breach  as  ir  I 
performance.  It's  not  easy,  becaus 
curities  that  have  just  come  to  m;  ei 
often  are  bought  and  sold  in  a  cha:  )y 
as  many  as  five  or  six  dealers  b<  re 
reaching  an  investor's  portfolic  50 
the  MSRB  requires  syndicate  ms  g- 
ers  and  dealers  to  skip  though 
chain  of  interdealer  transactions, 
original  investment  banker  hand;  ji 
disclosure  statement  to  the  d 
who  made  the  final  sale. 

The  MSRB  also  mediates  disp  2 
between  dealers  and  customer  I 
makes  up  the  professional  quali  a 
tions  examinations  for  municipa 
curities  dealers.  It's  discussing  th  * 
velopment  of  a  system  to  autoi|j 
trading  information  on  tax-exe 
bonds  like  Nasdaq's  system  for  c| 
the-counter  stocks. 

Taylor,  38,  a  former  Federal  Res 
Board  economist,  has  to  walk  a  k 
line.  As  executive  director,  he  i 
most  like  an  office  manager.  Hi; .: 
member  board  is  made  up  one-t 
each  of  representative 
securities     firms,     b 
dealers  and  the  public  I 
What  if  a  "Public  Sd 
ities  Rulemaking  Be 
is    created,    as    sugge 
by    Representatives 
Dingell      and      Tim  I 
Wirth,  to  regulate  all  (lj 
ers  in  government-is 
and     government-giu 
teed     securities — fee 
state  and  local?  Wirth 
Dingell    believe    tha 
should  be  modeled  or 
MSRB.    The   Federal 
serve  Board,  the  Trea 
and  the  SEC  want  to  1 
themselves  rather  th 
new  agency.  Another 
sponsored  by  Repress 
tive      Walter      Faun 
would  have  the  Fed 
ting  as  well  as  enfoi 
the  rules. 

These      big      ager 
could  well  want  sorm 
with  more  Treasury  e 
rience   running  the 
board.  So  Kit  Taylor 
wind  up  going  back  tc 
Fed  as  an  economis 
pity.  As  he's  proved, ; 
tie  regulation  can  sc 
times     be     better 
none — and    a    good 
better  than  too  much 
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r  business.  How  desperate?  Read  on. 

Dirty  little 
secret 


By  Jane  Sasseen 


t-c  marketmakers  are  desperately  eaoer  §et  the  rebates  St  Louis-based  a.g. 

Edwards  and  regional  brokerage  firms 
are  in  on  the  deals. 

Does  this  result  in  higher  prices  for 
customers?  Barry  Snowbarger,  in 
charge  of  trading  at  Schwab,  says  no: 
"Customers  get  the  best  price,  and  they 
get  instantaneous  execution."  But  a 
small  marketmaker  who  says  he's 
been  shut  out  of  the  deals  disagrees: 
"Customers  are  getting  screwed. 
There  are  fewer  people  involved  in  a 
transaction,  fewer  people  paying  at- 
tention. Nobody  notices  if  another 
marketmaker  has  a  better  price." 

This  much  is  clear:  The  market- 
makers  must  feel  some  temptation  to 
recoup  by  taking  a  slightly  better 
price  for  the  shares. 

When  the  SEC  got  wind  of  the  prac- 
tice, it  called  in  officials  of  the  Na- 
tional Association  of  Securities  Deal- 
ers and  asked  for  an  explanation.  After 
spending  a  couple  of  months  recon- 
structing o-t-c  trades,  the  NASD  offi- 
cials decided  the  only  thing  wrong 
with  the  practice  was  that  customers 
didn't  know  about  it.  So  in  early  May 
the  NASD  sent  out  a  letter  warning 
members  that  they  must  tell  their 
customers  when  they  get  paid  extra 
for  a  trade.  The  discounters  still  don't 
have  to  tell  how  much  they  are  paid 
unless  the  customer  writes  and  asks. 
The  rebates  come  mainly  from  the 
large  wholesale  o-t-c  marketmakers — 
firms  like  Troster  Singer  Corp.;  Her- 
zog,  Heine,  Geduld,  Inc.;  and  Mayer  & 
Schweitzer,  Inc.  Most  have  spent  mil- 
lions on  computerized  order  systems 
over  the  last  several  years.  To  keep 
those  expensive  new  sys- 
tems busy,  they  need  or- 
der flow.   "We're  saying, 
'Give  us  your  orders  and 
we'll  let  you  participate  in 
our  profits,'  "  says  Arthur 
Kontos,  president  of  Tros- 
ter Singer.  What  they  lose 
on  individual  orders  they 
make  up  with  volume. 

Kontos  says  any  big 
wholesaler  who  doesn't 
kick  back  money  will 
have  a  hard  time  getting 
orders  from  the  discount- 
ers. Emanuel  (Buzzy)  Ge- 
duld, senior  vice  presi- 
dent at  Herzog,  claims  his 
firm  never  pays  for  busi- 
ness, but  Schwab  contra- 
dicts him.  Schwab  gets 
paid  its  2  cents  a  share  by 
about  a  dozen  market- 
makers,  including  Herzog 
and  Troster  Singer.  Says 
Schwab's  Barry  Snow- 
barger, "They  need  us;  it's 
that  simple."  ■ 


»ver-the-counter  trading  has 
become  so  competitive  a  busi- 
ness that  many  o-t-c  market- 
eers are  actually  paying  discount 

<ers  to  give  them  business.  That 

>  a  long  way  toward  making  up  for 
small  commissions  discounters 

rge  their  customers. 

ake  Charles  Schwab  &  Co.,  Inc., 

big  San  Francisco  discounter,  for 
If  you  went  to  Schwab  to  buy 

10  MCI  shares  at  10,  you  would 

$92  commission  for  the  deal. 

ow    watch     what     happens.     If 

fcvab  had  to  turn  to  a  New  York 

;k  Exchange  specialist  to  buy  the 

■l   shares,    the    specialist    would 

'"ge  Schwab  about  1  Vi  cents  a  share 

!  book  charge.  So  with 

S  going  to  the  special- 

•Schwab  would  be  left 

l   only    $77    of    your 

Amission.  Rather  tight 

L  today's  costs  being 

It  they  are. 

it  MCI  is  an  over- the- 
ater stock,  and  in  that 

iket,  things  work  dif fer- 

\y.  Many  o-t-c  market- 
ers, rather  than  charg- 

ISchwab,  will  kick  2 

Is   a    share    back    for 

■jging   them    business. 

(:ad  of  paying  $15  in 

BE  fees,  Schwab  is  paid 

M  by  the  marketmaker. 

i  that  to  the  $92  com- 
lon,  and  Schwab  ends 

atith  $112. 

Shwab  buys  about   14 

ion    o-t-c     shares     a 

i<ith;  it  gets  rebates  on 

)  of  those  trades.  That's 

lj  million  a  year  in  re- 

M> — not  bad,  consider- 
chwab  made  only  $2.5 


million  in  pretax  profits  last  year.  And 
the  fee  may  be  on  its  way  up.  One 
marketmaker  says  he's  heard  of  offers 
of  3  cents  a  share  in  a  recent  price  war. 

Discount  broker  Quick  &  Reilly, 
Inc.  took  its  rebate  in  a  different  form 
in  a  deal  with  o-t-c  wholesaler  Sher- 
wood Securities  Corp.  Last  year  Q&JR 
started  buying  all  of  its  o-t-c  shares 
through  Sherwood.  In  return,  Sher- 
wood put  Q&R's  traders  on  its  pay- 
roll. The  deal  saves  Q&R  over 
$130,000  a  year  just  in  salaries  and 
benefits. 

Q&R  and  Schwab  are  not  alone. 
"The  majority  of  discounters  do 
100%  of  their  o-t-c  trades  with  mar- 
ketmakers who  pay  for  business," 
says  a  partner  at  one  large  o-t-c  firm. 
Nor  are  discounters  the  only  ones  to 
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sprinkled^oundthe  BUT  HOW  DOES  I 

globe  can  make  a  bank  appear  international,  trade  finance  to  project  finance,  fro 

But  when  you  get  down  to  business,  you  exchange  to  cash  management, 

need  more  than  dots  on  a  map.  The  "local"  internatioi 

To  provide  comprehensive  banking  Over  the  past  150  years  we've 

services  for  large  corporate  companies  doing  reputation  as  the  bank  that  digs  in  i 

international  business,  a  bank  has  to  under-  hard  at  getting  to  know  the  people 

stand  the  conditions  that  shape  the  local  guage  and  the  culture  that  afreet  yoi 

markets  and  the  characteristics  of  the  econ-  Today  our  network  spans  81 

omy  in  which  you  plan  to  operate.  That's  and  in  every  one  of  them  we  try  to  j 

where  we  believe  Barclays  excels  in  every  one  a  local  bank  that  belongs  to  the  loca 

of  the  international  services  we  offer  -  from  We're  not  just  on  the  scene.  We're  f 

ATLANTA   •    BOSTON  •  CHARLOTTE  •  CHICAGO  ■  CLEVELAND  ■  DALLAS  •    HOUSTON  ■  MIAMi 
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ON  THE  GROUND?  sMtffiL 

;  network  that  works.  facts  and  figures  into  effective  action. 

lays  has  more  than  5,000  offices  Any  bank  can  put  its  name  on  an  over- 

p  world.  But  our  network  isn't  seas  door  and  call  itself  "international!'  It's  the 

study  in  world  geography.  It's  bank  behind  the  door  that  makes  the  difference. 

10  talk  to  each  other  Within  If  you'd  like  to  know  more  about  the 

day  your  Barclays  account  bank  that  knows  most  about  the  world,  please 

exchange  information  and  ideas  contact  your  nearest  Barclays  Bank  office. 

iigues  in  every  major  financial 

all  six  continents.  We  can  pro- 

!)eed  and  accuracy  essential  to 

ig  any  transaction.  And  we  can 
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Statistical  Spotlight 


After  years  of  conglomeration,  U.S.  busi-    j 
ness  has  discovered  divestiture.  About  time. 


Smaller  can 
be  prettier 


By  Leslie  Pittel 


Smart  managers  are  selling,  dis- 
continuing or  spinning  off  oper- 
ations that  don't  provide 
healthy  margins  or  fit  in  with  the  rest 
of  the  company.  It's  the  corporate 
equivalent  of  shedding  fat  and  build- 
ing muscle. 

How  did  so  many  firms  make  them- 
selves candidates  for  the  fat  farm? 
Back  in  the  1960s  and  1970s,  too 
many  corporations  believed  that  big- 
ger meant  better.  In  the  hope  of  in- 
creasing profitability  or  smoothing 
out  cyclical  swings  from  their  prima- 
ry lines  of  business,  firms  jumped  into 
new  industries  about  which  they 
didn't  know  beans.  Others  got  fat  by 


failing  to  trim  or  modernize  excess  or 
obsolete  capacity. 

In  1979  International  Harvester  had 
sales  of  almost  $8.4  billion.  Then  the 
roof  caved  in.  It  lost  almost  $400  mil- 
lion in  1980.  Since  then  Harvester  has 
slashed  its  fixed  assets  by  44%,  in- 
cluding the  sale  early  this  year  of  its 
entire  farm  machinery  business  to 
Tenneco.  A  much  slimmer  Interna- 
tional Harvester  is  expected  to  return 
to  profitability  this  year. 

What  Harvester  was  forced  to  do  on 
a  drastic  scale,  many  companies  have 
done  willingly  on  a  more  moderate 
scale.  We  decided  to  look  for  some 
recent  examples:  companies  that  had 
reduced  their  sales  at  least  5%  be- 
tween  1982  and   1984  but  had  im- 


proved net  income  by  more  than  1 
We  took  1982  net  income,  inclu 
losses  and  gains  on  discontinued  c| 
ations.  To  be  conservative,  our 
net    income    figures    included 
losses  from  discontinued  operatj 
but  excluded  any  gains. 

Facing  up  to  dismal  growth  ill 
demand,  Exxon  has  reduced  refitf 
capacity  by  about  30%  since  197 1 
also  has  been  consolidating  its  seiif 
stations  into  fewer,  larger  sites.  5 1 
programs  have  improved  net  incl 
by  32%  in  the  past  two  years,  wf 
revenues  are  off  7%.  Thanks  to  J 
purchase  of  roughly  10%  of  its 
standing  shares  through  fiscal  1 1 
per-share  earnings  are  up  40%. 

Banner  Industries,  maker  of  ain  | 
parts  and  industrial  equipment,^ 
out  of  trucking — a  tough  business 
an  outsider,  what  with  deregulalj 
Banner's  net  income  is  up  an  im*| 
sive327%  since  1982. 

Gulf    &    Western    Industries 


Slimming  down 

In  the  past  three  years 
divisions   that  didn't  fit 

these  firms  have 
and   businesses 

discarded 
that   they 

couldn't  fig 
also  bought 

ure  out  how  to  run  profitably.  Some  hav 
in  shares.  Result:  Earnings  are  up. 

Company/ 
business 

S 

1984 
(millions) 

• 

Ne 

1984 
(millions 

1984 

-EPS- 

in 

fro 

Current 
price 

Action  taken 

decrease 
from  1982 

increase 
)     from  1982 

crease 
m  1982 

Banner  Inds/ 
industrial  machinery 

$    113.3 

-44% 

$      1.8 

327% 

$0.46 

318% 

12% 

sold  trucking  business 

Occidental  Petroleum/ 
oil  &  gas  production 

15,586.3 

-14 

586.7 

277 

3.08 

346 

31  Vi" 

sold  domestic  crude  oil  marketit 
and  transportation  subsidiary* 

Arden  Group/ 
supermarkets 

435.0 

-12 

4.9 

74 

1.92 

140 

14% 

closed  35%  of  its  supermarkets* 

Gulf  &  Western  Inds/ 
multicompany 

5,356.0 

-17 

259.9 

54 

3.57 

65 

37  W 

sold  at  least  46  units  of  a 
widely  diversified  portfolio* 

Howell  Corp/ 
oil  &  gas  production 

140.7 

-37 

3.3 

46 

0.69 

47 

16% 

sold  gas  pipelines  and  oil 
and  gas  properties 

Exxon/ 
oil  &  gas  production 

90,854.0 

-7 

5,528.0 

32 

6.77 

40 

523/4 

reduced  refining  capacity;  consol 
stations;  sold  office-systems  div' 

'Also  bought  back  at  least  5%  of  its  outstanding  share-. 
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AT&T  INTERNATIONAL  LONG  DISTANCE  SERVICE 

AUDIO  TELECONFERENCING 


"I can't  believe  we 
came  to  an  agreement  so 

quickly.  It  was  simply  a 


WtfflwnmSSmniMVHmlSnRl 


countries  together  in  one 
room,  so  to  speak" 


^V  *{Kf * 

i  • ft,       § 1 

I 

. 

■ne^^ 


H 

r  v 

J0P 

iwlB/^iftj  ( 

'Listen, 


mam 


o   • ,-  J 


w^a  /rfy  toe  fl  ^ 
up  on  the  competition" 


HE 


w&s  thinking: 


m 


, 


Even  when  you  can't  meet  with  your  international  offices 
face  to  face,  you  can  still  have  a  meeting  of- the  minds. 
With  an  AT&T  international  audio  teleconference.  It's  as 
easy  as  dialing  the  AT&T  Operator  to  connect  with  as 
few  as  three  or  as  many  as  58  different: international  arid •', 
domestic  locations  at  once.  ,'1 

AT&T  provides  many  other  international  services-arid 
applications  that  treat  you  like  the  unique  busin^perSon 
you  are.  To  find  out  how  these  services  can  hel,f|pick tip '[ '', 
your  international  business,  pick  up  the  phone  and  call:  ";k 
your  Account  Executive  at  AT&T  Communicates.  Or  call 
AT&T  toll  free  at  1  800  821-2121,  Oft 47,.     &■      '  r 
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AT&T 

The  right  choice. 


Slimming  down 

Company/ 
business 

1984 

Sales 

Net 

1984 

income 

increase 
from  1982 

1984 

EPS 

Current 
price 

Action  taken 

decrease 
from  1982 

increase 
from  1982 

Venn  Central/ 
multicompany 

$2,569.1 

-19% 

$170.0 

29% 

$4.45 

47% 

57 

sold  real  estate  and  oil  company' 

Nordson/ 
industrial  machinery 

140.1 

-14 

11.3 

22 

1.38 

18 

18 1/2 

discontinued  robotics  and  two 
packaging  machinery  divisions 

Ingersoll-Rand/ 
industrial  machinery 

2,478.1 

-11 

58.9 

13 

2.70 

15 

49 

sold  hand-tools  line  and  cutting- 
business* 

Universal  Leaf  Tobacco/ 
tobacco 

1,019.5 

-19 

38.3 

12 

2.21 

13 

20% 

sold  fertilizer  plants 

Chevron/ 
oil  &  gas  production 

26,798.0 

-22 

1,534.0 

11 

4.48 

11 

35'/2 

sold  most  of  European  refineries 

McNeil/ 
industrial  machinery 

175.3 

-16 

5.2 

NM 

2.54 

NM 

29 

sold  air-conditioning  and  crane 
divisions 

NM:  Not  meaningful.     *Also  bought 

jack  at  least  5%  of  its  outstanding  shares. 

makes  our  list.  While  sales  are  down 
17%  since  1982,  net  income  is  up 
54%.  Account  for  share  repurchases, 
and  earnings  per  share  are  up  an  even 
greater  65%.  Why  the  improvement? 
Since  August  1983  Gulf  &  Western 
has  dumped  at  least  46  units.  Many  of 
these  operations  were  capital-inten- 
sive and  were  either  unprofitable  or 


had  poor  returns  on  investment. 

While  G&W  has  come  a  long  way, 
it  has  not  entirely  shaken  old  habits. 
It  is  also  on  an  active  acquisition 
streak,  seeking  businesses  that  fit  in 
well  with  what  it  considers  its  three 
basic  lines.  But  listen  to  the  descrip- 
tion of  its  core  business:  entertain- 
ment and  communications,  consum- 


er and  industrial  products,  and  fi 
cial  services.  That  could  conceiv 
cover  almost  anything.  Recent 
chases  have  ranged  from  women's 
derwear  to  educational  publishing 
Slimming  down  is  called  optin 
utilization  of  resources.  It's 
called  good  management  and  c 
mon  sense. 


The  Money  Men 


Barr  Rosenberg  made  a  pile  in  the  1970s 
by  selling  betas  to  the  you-cant-beat-the- 
market  crowd.  Now  he  wants  to  make 
another  pile  by  beating  the  market. 

Alpha,  beta, 
gotcha 


By  Anne  Bagamery 


Barr  Rosenberg,  the  guru  of  in- 
vesting theory,  has  six  kitch- 
ens in  his  Orinda,  Calif,  home, 
but,  after  all,  this  is  California.  What 
really  grabs  you,  though,  is  a  purple- 
and- white  piaque  bearing  a  Turkish 
inscription  above  the  door  to  Rosen- 
berg's home  office.  What  does  the 
plaque  say?  Rosenberg  smiles  and 
says  something  about  walking 
through  doors  to  greater  opportuni- 
ties. "But  don't  worry  about  the  exact 
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meaning,"  he  adds.  "The  mantra  is 
supposed  to  work  even  if  you  don't 
understand  it." 

How  appropriate.  Mantras  are  Ro- 
senberg's stock  in  trade.  Rosenberg, 
42,  a  former  Berkeley  professor  turned 
money  consultant,  made  his  fortune 
in  the  1970s  off  modem  portfolio  the- 
ory, which  was  a  mantra  of  sorts — an 
academic  concoction  that  pension 
fund  managers  embraced  without 
knowing  exactly  what  it  meant. 

Barra,  the  consulting  firm  Rosen- 
berg founded  in  1975  in  basement  of- 


fices near  the  Berkeley  campus,  t<  I 
boasts  45  employees,  spacious  I 
and  over  125  blue-chip  clients  J 
pay  at  least  $16,000  a  year  for  com  fc- 
er  models  based  on  modern  portiiB 
theory.  But  being  a  guru,  even  a  vl 
fed  one,  wasn't  enough.  In  '.  1 
Rosenberg  sold  Barra  to  Ziff-Davi  M 
"several  million  dollars,"  accor  U 
to  one  of  his  partners. 

Modem  portfolio  theory  was  b  M 
on  the  alpha-beta  principle:  A  s  IN 
with  a  high  beta  is  one  that  fluctu  U 
a  lot.  A  stock  with  a  high  alpha  is  M 
that  goes  up  a  lot.  It  does  sound  ra  U 
like  Will  Rogers'  theory  of  hives  ■ 
Buy  stocks.  When  they  go  up,  se  F 
they  don't  go  up,  don't  buy  them  I 

But  in  the  1970s  betas  wer^l 
vogue,  and  Rosenberg  pushed  t , 
for  all  they  were  worth.  Amongi 
customers  were  institutional  in| 
tors  who  had  given  up  on  stock-]:  \ 
ing  and  turned  their  attentioi) 
mathematically  "optimizing" 
tradeoff  of  risk  and  return. 

Now  betas  are  out  of  vogue, 
"value-oriented"  investing  is 
Guess  what?  Barr  Rosenberg  h 
deal  for  you.  He  is  opening  shop 
stock  picker  with  a  new  firm  a  | 
new  mantra,  value.  Founded  M; 
Rosenberg  Institutional  Equity  fl  Jfj 
agement  will  use  the  Barra  mo  s, 
add  original  research  by  Rosen  fg 
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The  Knockout  Deal  That 
I     Defied  One  Of  The  Toughest 
Markets  In  History. 

Cassius  Clay,  the  overwhelming 
underdog,  beats  Sonny  Liston  and  takes 
the  heavyweight  championship  title  in 
1964.  They  said  it  couldn't  be  done.  The 
U.S.  Hockey  Team,  counted  out  at  the 
beginning  of  the  1980  Olympics,  raise 
I  j    their  sticks  high  at  the  end-world  cham- 
>  pions.  They  said  it  couldn't  be  done. 
'       In  sports  you  always  hear,  'It  can't  be 
\  done.'  And  then,  a  super  athlete  or  a 
super  team  comes  along  and  does  the 
impossible. 

In  finance  the  impossible  is  usually  just 
.  -   that-impossible.  But  in  the  face  of  " 
'  -   extremely  difficult  market  conditions, 
First  Boston  helped  engineer  one  of  the 
most  successful  demergers  in  the  history 
of  finance  for  the  Bowater  Group.  ■ 
It  was  spring  of  1984.  The  market 
&    was  jumpy  and  uncertain.  Interest  rates  ■ 
■■■   were  rising,  the  Dow  Jones  was  declining. 
There  was  a  general  cutback  in  initial 
•  public  offerings  and  the  prices  of  paper 
stocks  had  peaked.  Other  deals  just 
weren't  getting  done.  But  legal  and 
regulatory  proceedings  effectively  dic- 
tated market  timing  for  the  Bowater  new 
\  issue. 

Despite  the  weak  market,  First  Boston 
successfully  marketed  and  sold  a  7,310,913 
share  equity  offering  for  Bowater. 
Incorporated,  the  North  American 
member  of  a  forward-thinking  group  of 
multinational  companies.  This  $131.6 
million  offering  is  the  largest  U.S.  initial 
public  offering  so  far  this  year.  In  fact,  it  is 
one  of  the  largest  ever  done  for  an  indus- 
trial corporation. 

The  initial  public  offering  for  Bowater 
Incorporated  was  just  one  cornerstone  of 
an  intricate  trans-Atlantic  financial  engi- 
neering plan  for  Bowater.  First  Boston, 
I  working  with  the  progressive  Bowater 
'.  management  and  a  U.K.  merchant  bank, 
*  was  able  to  handle  each  step  in  the  proc- 
ess flawlessly-from  the  creation  and  list- 
ing of  a  new  enterprise,  to  the  purchases 
and  sales  of  assets,  through  to  the  spin- 
off of  the  North  American  Company  and 
the  recapitalization  of  its  former  parent. 
The  final  result:  unlocked  values  for 
Bowater's  shareholders. 

One  knockout  deal,  spanning  two 
continents,  once  again  illustrated  First 
Boston's  strength  under  adverse  market 
conditions. 

To  get  the  entire  First  Boston  team 
working  for  your  company,  call  Robert 
Cooney  or  James  Davin,  Managing 
Directors,  Fquity  Underwriting,  at  head- 
quarters in  New  York  City,  212-909-2000. 

Another  Reason  Why  First  * 
Boston  Is  Getting  The  Call  In  1985. 


I 
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Barr  Rosenberg  of  Rosenberg  Institutional  Equity  Matiagement 

"The  mantra  is  supposed  to  work  even  if  you  don't  understand  it." 


Rick  Brownehauri    ip 


and  his  seven-person  staff  and  pick 
stocks  for  pension  funds.  Rosenberg's 
goal  is  to  manage  $7.5  billion,  or  0.5% 
of  the  total  equity  market,  in  ac- 
counts averaging  $100  million.  With  a 
fee  of  0.5%  and  up  of  invested  capital, 
Rosenberg  would  be  taking  in  around 
$54  million  a  year. 

But  will  the  new  mantra  work  its 
charm?  So  far  Rosenberg  has  just  one 
$10  million  client,  Alcoa. 

Over  cookies  and  mineral  water  at 
poolside,  Rosenberg  explains  his  mo- 
tivations. "I  love  to  teach,"  he  says, 
"and  I  had  plenty  of  opportunity  to  do 
that  with  the  old  firm.  But,  you  know, 
you  can  talk  and  teach  and  advise 
your  clients  all  you  want,  and  in  the 
end  they  make  the  decisions.  Before,  I 
didn't  have  the  confidence  to  manage 
money  myself.  Now  I  do." 

What  gives  Rosenberg  such  confi- 
dence? After  all,  modern  portfolio 
theory  has  faded  from  fashion.  "I 
don't  get  asked  to  address  conven- 
tions as  often  as  I  used  to,"  he  con- 
cedes. "But  the  MPT  techniques — 
risk  management,  alphas  and  betas, 
quantitative  analysis — have  never 
been  as  popular  as  they  are  now.  They 
may  not  be  used  exclusively,  but  they 
are  used." 
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Rosenberg  intends  to  use  them  in 
his  new  firm.  He  has  two  computer 
programs:  one  to  pick  the  stocks,  one 
to  decide  how  much  of  them  to  buy. 
The  first  program  determines  how 
well  stocks  will  perform  against  oth- 
ers in  their  industries — their  alphas, 
in  MPT-speak.  It  does  this  by  looking 
at  fundamentals  like  balance  sheets, 
operating  earnings,  and  revenue 
growth — plus  some  technical  data, 
such  as  historical  price  information. 

Might  an  uncharitable  observer  call 
this  program  nothing  more  than  a 
black  box?  "Absolutely,"  he  says.  An- 
other smile.  "But  we  prefer  'mecha- 
nized research  process.'  " 

There  is  more  to  the  Rosenberg 
sales  pitch  than  this,  though.  The  sec- 
ond program,  the  portfolio  builder, 
takes  the  stocks  and,  with  guidance 
from  the  client,  decides  how  much  of 
each  to  put  into  the  portfolio.  "It's 
pure  MPT,"  says  Rosenberg,  by  which 
he  means  the  program  builds  a  theo- 
retically optimum  portfolio  to  con- 
form with  the  client's  performance 
goals  and  stomach  for  risk.  There  is, 
to  be  sure,  much  validity  in  MPT's 
analysis  of  risk.  Minus  the  smoke  and 
the  mirrors,  however,  optimizing  is 
merely  a  long-winded  way  of  telling 


clients  to  diversify. 

Is  Rosenberg,  the  former  proph 
the  dogma  that  you  couldn't  beat 
market,  now  committing  blasph 
by  saying  he  will  do  just  that?  Re 
berg  sighs  and  smooths  the  frinj 
hair  over  his  ears.  "Nobody  ever 
derstood  what  modern  portfolio 
ory  really  meant,"  he  says.  "I  use 
read  that  I  was  an  'avid  believe 
efficient  markets.'  I  was  never  an 
believer  in  efficient  markets.  Pe 
still  get  MPT  confused  with  other 
ories.  They  still  don't  know." 

Okay,  then.  Once  and  for  all,  % 
is  modern  portfolio  theory?  "It 
quadratic  utility  function  with  a 
and  beta  coefficients  in  a  weig 
equation  of  risk  and  individual  pe 
mance  criteria."  Oh. 

It  may  be  worth  mentioning 
modern  portfolio  theory  wasn't 
vented  by  Barr  Rosenberg  but  by 
ry  Markowitz,  who  now  teache 
City  University  of  New  York.  Ho^ 
er,  Rosenberg  did  a  better  job  of 
ing  it.  With  his  laid-back,  professc 
semimystical  style,  Rosenberg 
came  a  hot  ticket.  Now  he's  itchii 
get  back  to  center  stage. 

He  may  have  a  harder  sell 
time.  ■ 
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When  you  buy  a  car,  its  CPM  (that's  cost 
per  mile)  isn't  the  only  thing  you  think  about. 

You  also  want  it  to  look  good.  To  have 
some  zip.  To  be  fun  to  be  seen  in. 

Choosing  a  media  vehicle  is  no  different. 

CPM  is  a  logical  start,  but  your  instincts 
and  (dare  we  say  it?)  emotional  judgment 
should  be  heard  from,  too. 

For  example,  an  ad  in  The  New  Yorker  just 
plain  looks  great.  It's  in  with  other  great  ads, 


and  advertisers. 

The  New  Yorker's  audience  loves  to  read. 
To  find  ideas,  to  try  new  things. 

Our  clean  layout,  with  cartoons  sprinkled 
front  to  back,  invites  the  eye  to  every  page. 

Advantages -'  You  bet. 

But  should  you  spend  your  company's 
money  on  such  "non-empirical  data"? 

You're  smart  enough  to  spend  your  own 
money  that  way. 


YF4  THE  NEV  YOKKER. 


Hi  NfWYORKi  I 


The  Funds 


You  yd  be  suspicious  if  someone  offered  you 
dollar  bills  for  90  cents.  Why  do  so  many 
people  trust  brokers  who  talk  about  12% 
yields  on  11%  government  bonds? 

Where  more 
means  less 


By  Hark  Clifford 


Fund 


T|  HE  BAIT  IS  IRRESISTIBLE.  Buy 
this  special  "enhanced"  gov- 
ernment bond  fund,  says  the 
broker,  and  you  will  get  an  extra-high 
yield.  Safety?  Can't  be  beat:  We  buy 
almost  exclusively  U.S.  Treasurys 
and  other  triple-A  securities.  Sales 
charge?  Don't  you  worry  about  the 
sales  charges.  You're  getting  that  ter- 
rific yield. 

Poison  bait.  What  the 
glossy  sales  brochures 
don't  tell  you  is  that  the 
yield  is  bought  by  dipping 
into  capital.  A  lot  of 
people  have  taken  the 
bait.  Merrill  Lynch  has 
raked  in  more  than  $2  bil- 
lion in  assets  after  less 
than  a  year  of  operation  of 
its  Federal  Securities 
Trust.  Investors  in  Colo- 
nial Government  Securi- 
ties Plus  Trust  have  in- 
curred sales  loads  of  up  to 
6.75%  to  get  into  the 
high-yielding  fund.  It's 
easy  to  see  why.  The  Co- 
lonial trust  claims  a  current  return  of 
12.6%,  based  on  recent  quarterly  per- 
formance. These  days,  medium-term 
Treasury  bonds  yield  10.5%. 

What's  the  catch?  The  "plus"  in 
this  new  breed  of  funds  is  mostly  in- 
come earned  from  call  options  writ- 
ten on  the  bonds  the  fund  owns.  A 
quaint  rule  of  fund  accounting  treats 
option  premiums  as  income  rather 
than  as  a  return  of  capital.  The  calls 
give  the  buyer  the  right  to  buy  the 
bonds  at  a  certain  price.  If  bond  prices 
are  flat  or  down,  the  options  expire 


worthless,  and  the  fund  simply  pock- 
ets the  premium  and  passes  that  gravy 
along  to  the  shareholder. 

But  option  writing  is  not  a  free 
lunch.  When  the  bond  market  rallies, 
the  "plus"  funds  are  left  with  a  big 
minus.  The  option  holders  exercise 
their  call  options  and  buy  the  bonds 
below  the  market  price.  Funds  that 
wrote  options  don't  get  to  participate 
in  the  price  rally. 

Experience    shows    that    security 


The  Jure  of  high  yield 


Sponsors  of  these  enhanced-yield  bond  funds  are  hitting 
it  big  in  asset  growth.  Will  buyers  do  so  well? 


Total         4/30/85 
return1     ($millions)    growth 


American  Capital  Government  Securities        5.9%  $1,674         117% 


Colonial  Government  Securities  Plus 


5.7 


1,144 


Merrill  Lynch  Federal  Securities 


6.1 


2,098 


Prudential-Bache  Government  Plus 


Shearson  Managed  Governments 


6.0 


645 


From   12/31/84   to  5/16/85.  excluding  sales   fees,     increase  from   12/31/84. 
Fund  not  in  existence  at  12/31/84 

Sources  Upper  Analytical  Services,  fund  managers 


holders  who  repeatedly  write  options 
against  their  portfolio  don't  do  any 
better  than  investors  who  merely  buy 
and  hold.  The  option  writers  lose 
ground  in  bear  markets,  fail  to  recover 
it  in  bull  markets.  The  option  premi- 
ums merely  return  what  they  lost  in 
bear  markets.  Add  it  all  up,  and  their 
principal  is  just  treading  water. 

Do  fund  customers  understand  all 
this?  Probably  not.  The  most  naive 
look  only  at  yield,  as  if  a  bond  fund 
were  the  same  as  a  bank  CD.  The 
somewhat  more   sophisticated   may 


look  at  total  return,  which  re 
both  yield  and  trading  gains 
losses.  But  even  the  total  return  1 
can  be  deceptive.  After  a  flat  or 
year,  the  "enhanced"  bond  por 
will  have  outperformed  the  bond  ai 
ket,  even  though  its  strategy  doo 
eventually  to  underperform. 

Some  of  these  funds  have  a  1 
enhancing  to  do  to  overcome 
commissions  and  overhead.  O 
Federal  Securities  Trust,  M 
Lynch  collects  a  0.75%  annual 
agement  and  "distribution"  fet 
told,  the  fund  is  permitted  to  eat 
much  as  1.25%  of  assets  anri 
with  fees  and  expenses.  That  c 
on  top  of  the  load  of  up  to  6 
charged  on  the  initial  sale,  a  loac 
generated  for  Merrill  a  cool  $94 
lion  through  Feb.  28.  Prude 
Bache  advertises  its  fund  as  nc 
but  slaps  investors  with  a  bad 
redemption  fee  of  up  to  5%  c 
Government  Plus  Fund. 

Do  fund  operators  concede  the 
current  yield  is  bought  at  the  exj 
of  overall  performance?  "Our  fu 
for  people  who  want  a  higher  cu 
yield  and,  theoretically,  less  tot 
turn,"  says  Michael  Burke,  who 
American  Capital's  Governmerr 
curities    fund.    Do    investors   1 
that?  "I  tell  them  every  chance  I 
says  Burke.  But  the  point  is  hai 
find  in  the  sales  literature,  whicl 
phasizes  high  yield  and  safety. 
In  this  business  th 
coin  tends  to  crowo 
the  good.   "We  neec 
extra  premium  from 
ing  options  to  hole 
yield   up.    Otherwise 
can't  compete,"  says 
ert  Hennes  of  Shea 
Shearson's  Managed 
ernments  fund  curr  : 
limits  call  options  t0'(  , 
about  10%  of  its  b 
using  them  primaril) 
hedging   tool.   This 
tively     conservative^ 
proach  may  be  good  f 
vestors,  but  it  is  not 
for  sales.  "We  are  i 
pressure.  We  get  calls  from  our 
brokers  asking  why  they  shoulc 
these  funds,"  says  Hennes. 

Why  are  these  fancy  funds  sue 
sellers?  There  are  plenty  of  saft 
sound  no-load  bond  funds  availa 
offered  by  Federated,  Vanguan 
Rowe  Price  and  others — with  ar 
expense  ratios  below  0.75%.  Th 
cumstantial  evidence  is  very  s' 
that  people  buying  the  enha 
funds  don't  know  what  they  ar 
ing.  They  think  they  are  getti 
bargain.  Some  bargain.  ■ 
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re  Civil  Justice 


Year  after  year,  our  civil  justice  system  has 
become  slower.  More  costly.  Less  fair  to  the  very 
people  it  was  meant  to  help. 

We  all  pay  the  price.  Some  of  us  pay  in  the  frus- 
tration of  waiting  for  a  case  to  end,  or  by  seeing  a 
settlement  eaten  away  by  legal  costs.  All  of  us  pay  in 
the  form  of  higher  taxes  and  insurance  premiums. 

Experts  agree  on  the  urgent  need  for  civil 
justice  repair.  Chief  Justice  Burger  has  criticized 
"the  high  cost  of  legal  services  and  the  slow  pace 
of  justice!'  Derek  Bok,  president  of  Harvard  and 
former  dean  of  Harvard  Law,  has  called  our  legal 
system  "the  most  expensive  in  the  world!' 

A 1984  Rand  Corporation  study  of  thousands 
of  asbestos-related  lawsuits  shows  how  serious  the 
crisis  has  become.  Cases  closed  took  an  average 
two  years  and  eight  months,  with  11  percent  taking 
six  years.  How  much  money  went  to  asbestos  vic- 
tims? Only  37  percent  of  the  expenses  and  compen- 
sation paid  by  defendants  and  insurers.  The  other 
63  percent  went  to  pay  litigation  costs. 

Can  anything  be  done?  We  think  it  can. 

We're  the  Insurance  Information  Institute. 
Our  members,  property  and  casualty  insurance 
companies,  are  vitally  involved  in  this  issue.  They've 
joined  with  others -doctors,  lawyers,  government 
officials,  business  leaders -in  coalitions  of  con- 
cerned citizens.  Together,  they're  developing  new 
solutions.  In  many  states,  their  ideas  are  being 
translated  into  action. 

Our  latest  report,  The  Civil  Justice  Crisis, 
examines  the  reforms  now  being  proposed.  It  tells 
how  you  can  get  involved.  Phone  us  toll  free  at 
800-221-4954  for  a  free  copy. 


Ill     Insurance  Information  Institute 

H^-     A  nonprofit  action  and  information  center 


The  Funds 


For  small  businesses  and  incorporated 
professionals,  a  fund  investing  in  adjust- 
able rate  preferreds  can  make  sense. 

Aftertax  is 
what  counts 


By  Laura  R.  W albert 


SUCCESS  BREEDS  IMITATION 3. 
principle  nowhere  more  visible 
than  in  the  mutual  fund  busi- 
ness. Fort  Lee,  N.J. -based  Pilgrim 
Management  opened  the  first  ARP 
fund  in  March  1983.  Today  there  are  a 
dozen  imitators,  and  the  group  has 
more  than  $1.8  billion  in  assets. 

What's  an  ARP?  First  issued  in  May 
1982,  an  adjustable  rate  preferred  is  a 
preferred  stock  that  adjusts  its  divi- 
dend quarterly  so  that  it  will  yield, 
say,  one  percentage  point  above  or 
below  some  benchmark  Treasury  se- 
curity. The  dividend  varies  only  with- 
in a  certain  floor  and  ceiling,  however, 
and  the  stock  is  callable. 

For  corporate  buyers,  the  ARP 
funds  are  similar  to  money  market 
funds  but  offer  higher  aftertax  re- 
turns. That  is  because  dividends  are 
85%  tax-free  to  a  corporate  recipient, 
while  interest  from  CDs  is  entirely 
taxable.    ARP    funds    are    especially 


suited  to  small  businesses  or  profes- 
sional corporations  that  can't  afford  a 
private  investment  manager  yet  want 
a  better  aftertax  return  than  a  money 
market  fund  can  provide.  Note:  So- 
called  S  corporations,  which  are  taxed 
more  like  partnerships,  do  not  get  the 
dividend  tax  break. 

Non-S  corporations  get  the  divi- 
dend tax  break  on  almost  any  com- 
mon or  preferred  stock,  but  ARPs  take 
some  of  the  risk  out  of  equity  invest- 
ing. If  interest  rates  rise,  even  a  high- 
grade  preferred  with  a  fixed  dividend 
will  fall  in  value.  Adjustable  pre- 
ferreds are  the  solution. 

With  the  85%  exclusion,  the  tax 
bill  on  a  $100  dividend  is  only  $6.90, 
assuming  a  46%  corporate  tax  brack- 
et. ARP  funds  recently  were  yielding 
around  10.7%  pretax,  or  10%  aftertax, 
for  a  top-bracket  corporation.  Colo- 
nial, Fidelity,  Geico,  Federated; 
Franklin,  First  Investors,  Prudential- 
Bache,  Putnam,  W.P.  Carey,  Vanguard 
and  Flagship  Financial  (see  story,  p.  94) 


Park  your  cash  the  tax-favored  way 

An  85%  dividends-received  exclusion  makes  these  preferred  stock  funds 
attractive  only  to  corporations.  Individual  investors  need  not  apply. 

Assets 
3/31/85 
Fund                                                                                           [Smillions 

Total 
)        return'  J 

Yield 

(pretax)' 

Corporate  Cash  Management  Fund                                          $240.7 

7.9% 

10.9% 

Pilgrim  Adjustable  Rate  Fund                                                   603.3 

7.6 

10.4 

Prudential-Bache  Adjustable  Rate  Preferred  Stock  Fund         201.0 

3.8 

10.2 

Putnam  Corporate  Cash  Trust-ARP  Portfolio                           379.7 

8.2 

11.4 

Vanguard  Qualified  Dividend  Portfolio  III                                146.4 

4.7 

10.2 

'Twelve  months  to  3/31/85   2YieId  less  trading  losses. 

Source  Upper  Analytical  Services. 

all  offer  funds  that  invest  in 
able  preferreds. 

Says  Sumner  Abramson,  mai 
of  Putnam  Corporate  Cash  Trus 
justable  Rate  Preferred  Port 
"ARPs  seemed  like  an  answer  t 
eryone's  prayers.  They're  relat 
easy  to  understand,  relatively  ea 
sell  and  easier  to  manage,  or  appa 
ly  easier." 

Apparently  is  right.  A  glance  a 
12-month  total  return  figures  1 
below  proves  that  adjustable 
ferreds  are  not  as  easy  to  mana; 
their  promoters  had  hoped.  First 
fund  must  hold  its  stocks  for  46 
and  get  all  its  income  from  divid 
in  order  to  get  the  maximum  ta 
vantage.  Another  problem  is 
shortage  of  stock  to  meet  den 
With  only  $12  billion  in  adjust, 
outstanding,  fund  managers  hav 
tie  room  for  maneuvering. 

In  addition,  about  50%  of  the 
ers  of  adjustable  preferreds  are 
holding  companies.  Last  spring,  \ 
Continental  Illinois  ran  into  tro 
many  bank-issued  ARPs  tumble 
Manufacturers  Hanover  issue  dro 
from  57s/s  on  May  1  to  43  on  Jun 
A  BankAmerica  issue  fell  from  I 
69'/2  in  the  same  period.  The  flo; 
rate,  of  course,  protects  only  ag, ; 
interest  rate  swings,  not  dete: 
tions  in  credit  quality. 

And  even  the  protection  ag. 
rate  swings  is  less  than  perfect.  A 
same  time  credit  questions  arose 
year,  a  runup  in  interest  rates 
driving  some  adjustables  up  to 
rate  ceilings.  "All  of  a  sudden 
were  bumping  against  the  collai 
some  of  the  ARPs  and  they  were 
ting  killed,"  says  the  former  port 
manager  of  an  ARP  fund. 

For  corporate  cash  managers 
had  blithely  invested  in  what  see 
to  be  a  riskless  investment,  it  m 
shock.  When  an  ARP  hits  its  rate 
ing,  it  stops  acting  like  an  ARP,  ta 
interest  rate  fluctuations  in  its  pr 
pal  rather  than  its  dividends, 
worst  thing  that  could  happen  to 
is  tremendous  uncertainty  in  th  I 
terest    rate    market,"    says    Ant  m 
Freurid,  who  heads  funds  mark<  Tg1 
for  Prudential-Bache. 

These  days,  adjustables  are  a 
within  their  rate  ceilings,  and  st  1- 
ity  has  reigned  in  the  market  s  :e 
last  September.  "We  do  what  w<  re 
supposed  to  do  very  well,"  says  1 
grim's  William  Lippman,  the  en 
of  ARP  funds. 

For  all  their  advantages,  bv 
should  keep  this  caveat  firml  J 
mind:  Investing  in  ARPs  does  no  r 
ly  protect  you  from  interest 
swings.    ■ 
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a  choral  director.  After  reading  your  article  about  teenage  suicide, 

I  pay  attention  not  just  to  my  kids'  voices 
3ut  also  to  their  feelings.  Kids  should  know  that  people  care." 

Stan  Blosch.  Plantation.  Florida.  Digest  reader 


We  make  a  difference  in  more  than  50  million  lives. 


£*  SWEDEN 
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NatWest:  a  major  world  banl 


"The  strength  and  stability  of  the  National 
Westminster  Bank  Group  are  considerable 
by  any  standards"  Lord  Boardman,  Chairman, 

National  Westminster  Bank  Group 

A   In  1984,  National  Westminster  Bank  made 
record  profits  and  strengthened  its  position  as  a 
leading  International  Financial  Services  Group 
with  International  Banking  Division  enhancing  its 
reputation  as  a  significant  provider  of  finance  to 
major  corporate  customers  worldwide. 

A   The  significance  of  the  Bank's  involvement  in 
the  international  financial  markets  is  illustrated  by 
the  size  of  our  foreign  currency  asset  base  in  the 
London  Eurocurrency  Markets.  Currency  assets 
now  exceed  the  equivalent  of  £25  billion,  a  figure 
indicative  of  our  standing  amongst  the  world's 
largest  financial  institutions. 

A   National  Westminster  Bank  USA  with  a  network 
of  over  150  branches  in  New  York  State  again 
produced  record  results  for  the  year  with  a 
significant  improvement  in  pre-tax  profits  to 
US$65.5  million  which  represents  an  increase  of 
53%  on  the  previous  year. 


A  Representative  Offices  have  been  opened 
Dallas  and  Atlanta  during  1984,  increasing  our 
commitment  to  the  North  American  market. 

A  In  November  we  acquired  the  middle  mai 
business  and  offices  in  Manhattan  of  Bankers  5 
to  enhance  further  our  position  in  the  compe 
New  York  market. 

A  Innovative  financing  packages  have  been  • 
completed  for  major  US  corporations  involvir 
inter  alia,  non-recourse  project  deals  and  cred 
enhancement  structures. 


Financial  Highlights  1984  £n 

Capital  and  Reserves  2,649 

Pre-Tax  Profit  671 

Total  Assets  71,517 

Rates  operative  at  31st  December  1984. 


U 
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Copies  of  the  Report  and  Accounts  which  include  the    ' 
Chairman's  Statement,  may  be  obtained  from:- 
The  Manager,  Marketing  and  Co-Ordination,  Executive 
Office,  North  America,  National  Westminster  Bank  PLC 
175  Water  Street,  New  York  NY10038. 

A  National  Westminster 

The  Action  Bank 


In  the  USA  represented  by  National  Westminster  Bank  PLC,  National  Westminster  Bank  USA  and  NatWest  Commercial  Services. 
Offices  in  New  York  (212)  602-4000,  Chicago  (312)  6211500,  San  Francisco  (415)  956-8304,  Los  Angeles  (213)  624-8555,  Houston  (713)  227-5001,  Dallas  (214)  5 

Denver  (303)  861-1661,  Atlanta  (404)  584-7388,  Miami  (305)  372-1400. 
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Jood-bye,  high,  high  yields.  If  you  want 
lem  now,  you  re  going  to  have  to  take 
ime  risks.  So  be  careful  how  you  do  it. 

BACK  TO 
THE  JUNKYARD 


By  Ben  Weberman 


e  other  day,  IBM  Credit  Corp. 
tught  to  market  9V%%  notes  rep- 
enting the  first  corporate  debt  is- 
:  carrying  single-digit  yield  in 
•re  than  two  years.  The  note  had  a 
>rt  maturity — only  three  years — 
:  the  low  return  was  remarkable. 
•Jo  more  13%  with  safety.  Com- 
rcial  bank  money  market  depos- 
are  now  paying  between  7.50% 
I  7.75%  and  six-month  CDs,  8% 
j.25%.  The  money  funds'  seven- 
compound  average  yield  has 
n  around  8%  and  ready  to  fall 

0  the  sevens.  To  get  double  dig- 
you  now  have  to  go  out  to  five- 
r  or  longer  Treasury s.  If  you 
it  more,  you  will  have  to  take 
ater  risk.  In  other  words,  junk 
ids.  Are  you  willing  to  settle  for 
?  Or  will  you  risk  it  in  junkers? 
eep  in  mind,  there  are  junk 
ds  and  there  are  junk  bonds. 
iie   come   from   young    compa- 

-but  not  startups,  mind  you — 

rom  older  companies  that  have 

;n  on  hard  times.  Some  are  the 

sted"  bonds  of  companies  that 

ually  defaulted.  Others — includ- 

1  those  used  by  the  raiders  and 
i|:nmailers  to  finance  their  depra- 
sons — are  in  the  junk  class  be- 
cjse  their  issuers'  debt-to-equity 

I 

^  Weberman    is   economics   editor  of 

CiEs  magazine. 


ratios  are  not  strong. 

Whatever  the  type,  all  high-yield 
bonds  require  a  sharply  different 
analysis.  With  a  Treasury,  say, 
there's  no  question  of  timely  repay- 
ment of  interest  and  principal;  the 
big  question  is  the  trend  of  interest 
rates.  With  junk  bonds,  timely  re- 
payment is  the  big  question. 

There  are  different  ways  to  an- 
swer. Drexel  Burnham  Lambert's 
high-yield  department,  the  unchal- 
lenged leading  underwriter  of  such 
issues,  analyzes  junk  bonds  not 
merely  as  bonds  but  also  the  way 
stock  pickers  analyze  equity.  By 
contrast,  Aetna  Life  &.  Casualty's 
Federated  Research  Corp.,  which 
manages  $30  billioh  in  mutual  and 
money  market  funds,  zeros  in  spe- 
cifically on  whether  there's  enough 
cash  flow  to  cover  all  debt  service. 

Take  the  Metromedia  Broadcast- 
ing 155/8S  of  1999,  part  of  John 
Kluge's  $1.3  billion  refinancing  last 
November  (Forbes,  Dec.  17,  1984). 
Drexel  analysts  point  out  that  Met- 
romedia's television  stations,  val- 
ued at  $1.65  billion  at  the  time,  are 
in  the  process  of  being  sold  for  $2 
billion  to  Rupert  Murdoch  and  Mar- 
vin Davis,  who  will  also  assume  the 
debt.  Murdoch  and  Davis  will  sell 
one  of  the  stations  to  Hearst  Corp. 
for  $450  million  cash,  money  they 
can't  take  out  for  themselves.  In 
other  words,  assets  of  $2  billion 
backing  up  just  over  $  1 .3  billion  in 
debt.  Perfectly  safe,  says  Drexel. 

Not  so  fast,  says  Henry  Gailliot, 
senior  vice  president  for  investment 
strategy  at  Federated  Research. 
Those  $2  billion  in  assets  fail  his 
principal  test,  Gailliot  says:  The 
television  stations  won't  throw  off 
enough  cash  to  cover  the  interest 
and  principal  repayments.  Roughly 


$350  million  of  the  $1.3  billion  debt 
is  in  zero  coupon  issues  that  Mur- 
doch and  Davis  will  ultimately 
have  to  redeem  at  their  $960  mil- 
lion face  value. 

In  other  words,  they  are  in  the 
position  of  a  homeowner  with  a  bal- 
loon mortgage.  Their  debt  service 
obligations  will  dramatically  in- 
crease. Unless  cash  flow  does,  too, 
new  debt  will  have  to  be  taken  on  to 
pay  off  the  existing  debt. 

Those  are  the  two  approaches. 
Here  are  some  specific  picks. 

Drexel  likes  Wickes  Cos.  1  l%s  of 
1997,  Petro-Lewis  15'/4S  of  1992  and 
Mattel  143/4s  of  2000.  All  three 
firms  are  Drexel  clients.  Wickes, 
which  came  out  of  reorganization  in 
January,  has  $550  million  in  cash 
generated  by  Drexel  financings.  The 
bonds  can  be  turned  in  at  full  face 
value  together  with  outstanding 
warrants  to  buy  company  stock. 
They  trade  at  84V2  to  yield  about 
14%.  Petro-Lewis  notes  are  secured 
by  payments  from  an  oil  and  gas 
royalty  trust.  The  main  risk,  of 
course:  How  far  will  oil  prices  fall? 

Federated  Senior  Vice  President 
Thomas  Madden,  who  manages 
Federated  High  Income  Securities 
fund,  likes  the  debt  of  two  casualty 
insurers — American  Financial  10s 
of  1999  and  Reliance  14s  of  1996. 
He  points  out  that  insurance  com- 
panies have  considerable  liquidity 
that  can  be  called  on  for  servicing 
debt  if  other  sources  fail.  He  also 
likes  health  care  companies.  Even  if 
there  is  action  to  cut  health  costs, 
the  aging  of  the  U.S.  population  will 
more  than  compensate,  he  says. 

Madden  also  has  bought  Swan 
Brewery  Ltd.  of  Australia,  which 
has  a  popular  new  low-alcohol  beer. 
Swan's  147/8s  of  1998  are  well 
backed,  he  says.  Madden  also  rec- 
ommends ARA  Holdings  16  Vis  of 
1999,  issued  to  finance  a  leveraged 
buyout  by  ARA's  management. 

Remember,  buying  only  one  or 
two  junk  bonds  is  risky.  It's  true,  as 
the  studies  say,  that  high-yield, 
lower-quality  issues  have  generated 
greater  return  historically  than  AA 
or  AAA  issues.  But  those  studies 
were  made  on  hundreds  of  bonds, 
winners  and  losers.  If  you  want  to 
reach  for  the  higher  yields  of  junk 
bonds  and  can't  afford  a  portfolio 
spread  over  20  or  more  issues,  I'd 
recommend  a  junk  bond  mutual 
fund.  Among  those  that  levy  no 
sales  charge:  Vanguard  Fixed  In- 
come High  Yield  and  T.  Rowe  Price 
High  Yield.  ■ 
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By  Susan  Lee 


How  far  will  this  rally  go?  Many  money 
runners  are  turning  cautious  and  talk- 
ing about  "selective  gains. " 

FLASHING  YELLOW 
LIGHTS 


such  familiar  and  boring  ground. 
There  is,  however,  some  excite- 
ment out  there — and  that's  over 
consumer  nondurable  stocks. 

Money  managers  are  careful  to 
distinguish  between  nondurables 
(green  light)  and  consumer  durables 
(red  light).  Simply  put,  the  enor- 
mously high  levels  of  consumer 
debt  have  convinced  them  that  con- 
sumers are  satiated.  As  Bob  Hill,  of 
Favia  Hill,  says,  "This  is  the  third 
year  of  the  recovery,  a  lot  of  con- 
sumers have  already  bought  new 
autos,  appliances  and  televisions." 

And  so  money  pushers  are  up  for 
food,  beverage  and  tobacco  compa- 
nies. Hill,  whose  speciality  is  what 
he  calls  "lifestyle  stocks,"  argues 
that  with  consumer  spending  at 
two-thirds  of  GNP  and  with  more 
and  more  discretionary  income  go- 
ing into  nondurables,  there  are 
some  delicious  picks  out  there.  And 
Maurice  Mandel  of  Shields  Asset 
Management  says:  "Consumer  non- 
durables  look  attractive  because 
low  inflation,  which  has  kept  the 
costs  of  raw  material  and  labor 
down,  will  continue  to  improve 
their  profit  margins." 

But  the  problem  is  that  most  of 
these  stocks  have  enjoyed  a  good 
runup  in  the  past  year  or  two.  Thus, 
the  current  buzzword  for  money 
managers  is  selectivity.  They  are 
adding  defensive  stocks  to  their 
portfolios,  but  oh  so  carefully. 

Most  everybody  is  hot  for  Coca- 
Cola  and  PepsiCo.  (Albeit  nobody 
will  go  on  the  record  about  the  pros- 
pects for  Coke's  new  formula.) 
Here,  the  expectation  is  that  the 
surge  in  sales  of  diet  colas  will 
weigh  in  heavily  on  both  compa- 
nies' bottom  lines. 

PepsiCo     also     gives     investors 


There's  nothing  like  an  alltime  rec- 
ord high  on  the  Dow  fones  to  calm  a 
bunch  of  jumpy  money  managers. 
But  now  what  happens?  A  few  mon- 
ey runners  are  predicting  a  100- 
point  rise  in  the  Dow  by  year's  end. 
These  hyper  bulls  are  betting  that 
the  Fed  really  has  taken  fright  from 
the  economic  slowdown  and  will 
lower  the  discount  rate  again. 

But  the  majority  of  money  man- 
agers I  talk  to  are  more  tempered; 
they  anticipate  that  the  Dow  will 
stay  in  a  trading  range  of  1280-1325. 
Their  short-term  worries  are  that 
the  economy  really  has  gone  flat — 
and  will  stay  flat— and  that  the 
recent  interest  rate  drop  has  stalled 
out.  Their  long-term  anxiety,  how- 
ever, is  that  the  Fed  has  been  too 
accommodative  and  inflation  will 
take  off,  bringing  interest  rates  back 
up  again  in  the  second  half  of  1985. 

Thus,  many  of  these  cautious 
bulls  are  turning  to  defensive  stocks 
until  some  of  the  uncertainties  are 
cleared  up. 

The  short-term  outlook  for  low 
inflation  has  most  managers 
mouthing  about  utilities  and  finan- 
cial and  insurance  companies — al- 
though there  seems  to  be  a  certain 
embarrassment    about    going   over 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


something  extra:    a  nifty  play 
food.  PepsiCo  has  significant  int 
ests  in  two  chains — Taco  Bell 
Pizza  Hut.  (Indeed,  PepsiCo  is 
largest  operator  of  restaurants  in 
world.)  And  it  owns  Frito-Lay,  m 
er  of  snack  food  like  Doritos 
Tostitos.  The  fact  that  Pepsi  is  % 
ting  out  of  businesses  not  relatec 
food  and  beverages — it  just  sold 
Wilson,    the   sporting  goods  cc 
pany — can't  hurt. 

For  a  pure  food  play,  many  moi 
pushers  are  slurping  up  McDonal 
and  Shoney's.  Shoney's,  which 
erates  and  franchises  over  1,000  r 
taurants,  is  planning  to  expand  fn 
the  Southeast  into  the  Midwest. 

Keith  Wood,  of  Jamison,  Eaton 
Wood,  says  that  Shoney's  grov 
rate  is  so  predictable  that  you  coi 
put  a  ruler  right  over  it  at  20°/ 
year.  He  also  thinks  its  site  sel 
tion  has  been  good;  and  it's  flexi 
in  changing  its  menus  to  respond 
consumer  demands. 

But  the  real  sleeper  here  couldJ 
the  tobacco  stocks.  Prices  of  cij 
rette  companies  fell  precipitously  J 
the  beginning  of  May — the  natira 
result  of  profit-taking,  since  til 
had  outperformed  the  Standard  . 
Poor's  500  over  the  past  two  ye£.i 
The  industry  has  been  extrem^ 
profitable,  and  managers  expect/ 
can  keep  pulling  off  price  increas 

What  about  those  product-lial 
ity  suits  brought  by  cancer  pattern 
and   their  relatives?    The   favor^ 
phrase  here  is,   "Sure,   there  is 
cloud      overhanging      the     ind 
try.  ..."  Yet  few  managers  expi 
that  cloud  to  pour  rain.  Inste', 
they  discount  "emotional  factor  j 
saying  that  such  things  won't  a' 
scure   the   industry's   solid  fun 
mentals  from  investors. 

The  two  company  names 
everybody's  tongue  are  Philip  M 
ris  and  R.J.  Reynolds.  Both  are  a 
cows,  generating  tremendous  ea 
ings  that,  managers  hope,  will  k( 
going  for  stock  repurchases.  B( 
companies  also  have  a  reputati, 
for  excellent  management  and  b( 
have  been  increasing  market  sha 

Absent  any  clear  signs  of  an  i 
swing  in  the  economy,  then,  mor 
runners  will  most  likely  contin 
to  sound — and  behave — like  lit 
old  ladies  out  for  a  Sunday  dri 
Slow  and  steady.  Boring.  Wis! 
could  report  that  money  runne 
sentiment  was  allout  bullish  in  I 
face  of  new  highs  on  the  Dow.  B 
alas,  I  must  write  what  I  hear,  i 
what  I  would  like  to  hear.    ■ 
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quities  should  have  one  long,  hot  sum- 
ler.  Hot  in  every  good  sense  of  the  word. 

HIGH  JINX? 


By  Ann  C.  Brown 


er  the  past  few  weeks  just  about 
:ry  widely  watched  stock  market 
^rage/index  has  broken  its  pre- 
us  high.  Technicians  are  dancing 
The  Street  as  new  highs  out- 
'Tiber  new  lows  by  an  awesome 
to-1  and  the  utility  average  con- 
ues  to  climb  like  the  Japanese 
xkei  Dow  Jones.  Fundamental- 
ly remain  steadfastly  impressed  by 
;ck  prices,  holding  firm  in  the 
b  of  many  downscaled  earnings 
I'.mates  because  of  a  strong  dollar 
'i  a  weak  Congress.  From  here  it 
'ks  like  one  long,  hot  summer  for 
lities.  And  I  mean  hot  in  every 
'd  sense  of  the  word, 
liter  sifting  through  the  rubble  of 
lessly  revised  revisions  regard- 
such  things  as  retail  sales,  in- 
trial  production  and  capacity 
'ization,  the  Federal  Reserve 
ie  the  call  that  the  economy  was 
.ed  slowing  and  in  need  of  a  drop 
the  discount  rate  from  8%  to 
%  to  perk  up  year  four  of  Rea- 
's  Great  Expansion.  This  move 
he  face  of  an  already  over-target 
surprised  many  monetarists, 
yever,  for  the  moment,  the  cen- 
bankers  seem  to  be  more  inter- 
d  in  the  broader  M2  and  M3 


C.  Brown  is  chief  executive  officer  of  the 
y  advisory  and  portfolio  management 
of  AC  Brown  &  Associates. 


gauges  as  reflectors  of  real-life  mon- 
ey supply — and  indicators  of  future 
inflation.  Besides,  with  the  S&Ls' 
problems  in  Ohio  and  Maryland 
shaking  many  people's  financial 
confidence,  this  seemed  no  time  for 
penny-pinching  the  public  purse. 

Concerns  about  a  possible  resur- 
gence in  inflation  lie  about  one- 
eighth  to  one-fourth  point  below 
the  surface  of  most  money  manag- 
ers. This  is  why,  although  I  expect 
the  DJI  to  be  close  to  1400  by  early 
autumn,  it  will  get  there  by  short, 
sharp  fits  and  long,  dull  stalls.  Be- 
cause of  the  relatively  high  unem- 
ployment rate,  cheap  imports  and 
the  something-is-better-than-noth- 
ing  programs  that  are  likely  to  come 
out  of  Washington  regarding  the 
budget  deficit  and  tax  reform,  both 
wage  and  price  increases  should  re- 
main within  livable  bounds. 

For  the  next  5  to  15  years,  the  U.S. 
will  be  a  country  consumed  by  con- 
sumption, as  the  middle-aging  baby 
boomers  continue  their  shopping 
spree.  Sixty  million  working  men 
and  women,  deep  in  their  biggest 
buying  years,  can  do  wonders  for  a 
nation's  GNP,  given  the  proper  at- 
mosphere of  economic  freedom  and 
virtually  unlimited  capital.  And,  all 
the  while  this  group  is  spending,  it 
is  saving,  too.  Directly  or  indirectly, 
most  of  the  IRA,  Keogh,  insurance, 
stock  purchase  plan  and  profit  shar- 
ing money  will  find  its  way  to  the 
stock  and  bond  markets. 

Now  that  the  jinx  has  been 
broken  and  new  highs  in  the  aver- 
ages no  longer  automatically  trigger 
massive  institutional  selling  pro- 
grams, many  investors  who  are  un- 
derinvested  are  scurrying  to  find 
underbought  equities.  Good  stocks 
are  still  around,  including  a  number 


of  first-rate  companies  that  have  yet 
to  attract  meaningful  Street  spon- 
sorship. Also  attractive  are  several 
companies  whose  earnings  recently 
suffered  a  likely  nonrecurring  quea- 
sy quarter  or  two.  And,  as  always, 
there  is  a  selection  of  solid  second- 
ary and  tertiary  situations,  plus  a 
handful  of  uglies  only  the  chair- 
man's mother — or  a  gutsy  gam- 
bler— could  love. 

Few  analysts  and  brokerage  firms 
seem  to  be  closely  following  Fuqua 
Industries  (32).  This  highly  diversi- 
fied company  reported  a  deficit  (as 
did  many  others)  in  dismal  1981, 
but  otherwise  earnings  have  risen, 
from  76  cents  per  share  in  1976  to 
an  estimated  $4.25  for  1985.  For 
1986  the  company  is  estimated  to 
earn  $4.80  per  share.  It  has  a  current 
multiple  of  around  9.  Fuqua  has  a 
shot  at  a  price  in  the  mid-40s  over 
the  next  12  months — a  33%  capital 
appreciation  potential. 

Andrew  Corp.  (23  bid,  o-t-c)  is  typi- 
cal of  a  great  little  company  whose 
sweet  earnings  went  sour.  Sudden- 
ly, no  friends.  Not  even  now  when 
it  looks  as  if  the  worst  is  over.  I 
recommended  the  stock  at  a  split- 
adjusted  price  of  17  (Forbes,  June  8, 
1981),  and,  before  the  roof  fell  in, 
the  stock  rose  to  nearly  45.  For  the 
fiscal  year  ending  this  September, 
Andrew  Corp.  could  earn  $1.85  to 
$1.90  per  share,  down  from  the 
$2.08  reported  for  fiscal  1984.  Pre- 
liminary earnings  estimates  are  for 
$2.50  per  share  next  year. 

A  standout  secondary  stock  is 
John  Fluke  Manufacturing  Co.  (27), 
found  on  the  Amex  and  in  too  few 
portfolios.  Fluke  makes  electronic 
testing  equipment  and,  so  far,  has 
survived  the  general  weakness  in 
the  high-tech  sector.  The  company 
will  be  helped  by  any  decline  in  the 
dollar  and  could  report  earnings  of 
$2.25  per  share  for  the  fiscal  year 
ending  this  September.  For  fiscal 
1986,  $2.75  per  share  looks  possible, 
and  so  does  an  estimated  20%  earn- 
ings-per-share  growth  rate  for  the 
next  several  years. 

Speculator's  special:  A  year  ago 
John  Blair  &  Co.  (21)  was  selling  for 
about  twice  its  current  price.  Be- 
cause it  took  on  too  much  debt,  Blair 
will  be  lucky  to  show  a  profit  this 
year.  But  the  company  owns  (among 
other  things)  radio  and  television 
stations  and  is  the  number  one  seller 
of  TV  spot  advertising  time.  In  this 
media-hungry  investment  environ- 
ment, Blair  just  might  attract  a  seri- 
ous takeover  audience.  ■ 
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Here's  a  method  that  combines  good  re- 
turns with  capital-gains  potential. 

A  CONTRARIAN 
BOND  STRATEGY 


By  David  Dreman 


What  does  a  person  do  who  needs 
steady  income?  Once  upon  a  time 
the  answer  was  easy:  Buy  bonds.  But 
bond  markets  have  proved  more 
volatile  and  dangerous  in  the  last 
decade  than  at  any  time  in  the 
past — these  once-stable  securities 
have  become  more  volatile  than 
stocks.  With  the  surge  in  interest 
rates  between  1979  and  1982,  peo- 
ple lost  50%  or  more  on  long  Trea- 
surys,  considered  for  well  over  a 
century  the  safest  investment  in  the 
country.  It's  obvious  that  the  tradi- 
tional rules  of  bond  investing  have 
been  blown  away. 

Is  there  a  strategy  that  can  give  an 
investor  a  good  return  from  bonds 
and  yet  protect  him  from  some  of 
the  volatility?  I  think  there  is.  The 
strategy  I  propose  is  based  on  recog- 
nizing the  Fed's  policy  of  giving  no 
quarter  to  rampant  inflation,  using 
high  interest  rates  as  its  major  at- 
tack weapon.  With  each  new  out- 
break of  rising  prices,  it  has  hiked 
interest  rates  to  levels  sharply  high- 
er than  those  of  the  previous  peak. 
A  decade  ago,  when  inflation 
touched  12%,  the  Federal  Reserve 
pushed  the  prime  to  15%  and  long- 

David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


term  governments  to  12%,  both  un- 
precedented to  that  time.  In  the  last 
inflationary  go-round,  to  stifle  price 
rises  reaching  15%  in  early  1982, 
the  prime  was  moved  to  23%  and 
long  Treasurys  hit  15'/2%.  Investors 
holding  long  bonds  saw  bigger 
losses  than  in  any  stock  market 
break  since  the  1920s  or  1930s. 

These  losses  could  have  been 
greatly  lessened  had  investors 
stayed  with  relatively  short  maturi- 
ties (I  would  recommend  three 
years  or  under).  Today  it  pays  to 
stay  short.  For  example,  if  interest 
rates  move  up  3%  in  the  next  few 
years,  the  loss  on  a  two-year  govern- 
ment maturity  would  be  under  6%, 
while  that  on  a  30-year  bond  would 
cost  you  60%  of  capital,  or  ten 
times  as  much.  And  what  addition- 
al income  do  you  get  for  this  enor- 
mous additional  risk?  Not  much. 
Only  about  l'/4%.  Better  sacrifice 
part  of  the  income  than  risk  half  or 
more  of  your  capital. 

In  my  view,  inflation  is  dormant, 
not  dead.  The  odds  are  good  that  the 
inflation  rate  will  move  higher  over 
the  next  few  years.  A  drop  in  the 
dollar  would  result  in  rising  com- 
modity inflation,  increasing  the 
overall  rate  of  price  increase  and 
almost  inevitably  resulting  in  high- 
er interest  rates.  Why  expose  capital 
to  this  risk  by  owning  long-term 
bonds?  Disregard,  then,  the  conven- 
tional wisdom  of  investing  in  long- 
term  bonds  to  meet  your  long-term 
investment  needs;  it's  as  outdated 
as  the  polyester  leisure  suit. 

The  same  strategy  I  have  outlined 
for  governments  applies  to  munici- 
pals. True,  you  will  lose  more  cur- 
rent income,  because  there  is  a  larg- 
er spread  between  long  and  short 
municipal  rates  (2%  to  3%).  But, 


again,  I  consider  it  wise  to  hoL 
much  of  your  portfolio  as  you  ca: 
shorter  maturities,  since  muni: 
periods  of  rising  interest  rates  h 
dropped  even  more  sharply  t 
governments  and  corporates. 

The  safest  place  to  put  your  lc 
term  money  is  in  short-term  boi 
It  also  has  the  important  offshoc 
positioning  you  perfectly  to  take 
vantage  of  rates  if  they  move 
sharply.  Say  that  interest  rates  aj 
rise  to  a  15%  to  15V2%  level,  as  t 
did  in  1982. 

If  inflation  and  interest  rates 
climb  again,  you  can  bet  on  one 
thing:  They  will  subsequently 
cline  again,  handing  handsome 
its  to  investors  who  bought  \f. 
interest  rates  were  high  and  b 
prices  consequently  low.  Superi 
rates  cannot  be  sustained  for  lc 
corporations  have  to  earn  rouj 
30%  pretax  to  net  15%  aftertax.  I 
more  than  a  handful  of  the  natii 
outstanding  companies  earn  3 
pretax  (or  15%  aftertax).  So  i, 
Henry  Kaufman  if  he  again  says- 
he  did  in  early  1982 — that  long 
ernments,  then  at  \5Vi%,  will  gi 
25%    before    peaking.    As    I   s. 
15'/2%  rates  on  long-term  govt 
ment  bonds  can't  last  long  with 
the  economy's  disintegrating. 

When  rates  turn  down,  the  gs 
can  be  spectacular.  In  1982  wl- 
they  dropped  sharply  from  tl 
15'/2%  peak,  the  Salomon  Brotr 
Bond  Index  shot  up  more  than  4 
and  long  zero-coupon  Treasury; 
much  as  100%  (because  the  h 
rate  of  interest  is  built  into 
sharply  discounted  price).  The  sa 
proved  true  for  munis,  in  a  less  < 
matic  manner. 

By  keeping  your  powder  dry 
short  maturities  and  moving  i 
the  long-term  market  when  it's 
panic  and  rates  are  superhigh,  ; 
not  only  protect  your  principal 
you  get  a  chance  to  make  some  v 
heady  gains.  But  remember,  L 
bonds  are  the  place  to  be  only 
those  brief  periods  when  the  lc 
term  market  is  collapsing  and  yie 
are  ultrahigh.  Once  you  have  m 
your  profits,  take  them  as  quickl- 
you  can  and  crash-dive  back 
shorter  maturities. 

All  of  the  past  standards  of  bi 
investing  are  obsolete  or  even  d 
gerous  in  today's  significantly  m 
volatile  world.  But  for  the  cont 
who  follows  the  rules  I  h 
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outlined,  this  strategy  provides  b 
safety  and  some  excellent  oppoi 
nities  for  gain.  ■ 
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TELEPHONE  ENTERPRISES,  INC.  N 

,  LA.,  May  6 — Clarke  M.  Williams  Jr.,  President  of 
jphone  Enterprises,  Inc.  (NYSE:  CTL)  announced 
elephone  revenues,  net  income  and  fully  diluted 
r  share  reached  the  highest  levels  for  any  first 
he  company's  history. 

;t  quarter  of  1985  telephone  revenues  climbed  to 
),  an  increase  of  19.7  percent,  compared  with 
)  in  the  first  quarter  of  1984.  Net  income  in  the 
of  1985  rose  to  $3,399,000,  an  increase  of  15 
npared  with  $2,955,000  in  the  same  period  last 
liluted  per  share  earnings  reached  31  cents,  a 
it  rise,  compared  with  28  cents  in  the  first 
984. 

ited  shares  outstanding  in  the  first  quarter  of 
id  10,811,000,  an  increase  of  3.5  percent  from 
st  quarter. 

stated  that,  "the  continuing  increases  in  rev- 
earnings  reflect  additional  rate  increases  ap- 
igulatory  agencies,  higher  toll  calling  volumes, 
I  settlement  and  access  charge  arrangements 
eased  number  of  customers  served." 
30,  1985,  the  acquisition  of  Continental  Tele- 
gan  telephone  properties  in  exchange  for  certain 
sidiaries  of  Century  and  cash  was  consummat- 
ion, on  April  4  an  agreement  was  reached  with 
If  Atlanta,  a  privately  held,  rapidly  expanding 
nging  service  company,  whereby  Century  pur- 
iiercent  of  the  outstanding  capital  stock  of  INX 
•tion  to  purchase  up  to  50  percent  nf  the 
'  shares  at  later  points  in  time,  based  on 
INX. 

►elephone  Enterprises  Inc.  is  a  diversified  tele- 
ions  company  with  operations  in  14  states. 
i Glen  F.  Post  III,  Senior  Vice  President,  Treasurer 
incial  Officer  or  R.L  Hargrove  Jr.,  Executive  Vice 
r  Secretary,  Century  Telephone  Enterprises,  Inc., 
[15,  Monroe,  LA  71211.  Phone:  (318)  387-5541.) 


RPORATION  O 

S,  GA.,  May  13— Inmed  Corp.  (NASDAQ:  NMED) 

oday  that  it  has  arranged  a  $15  million  secured 

y  with  BancAmerica  Commercial  Corp. 

redit  facility  consists  of  $12  million  in  revolving 

3  million  in  medium-term  loans. 

ct  to  realize  significant  savings  through  this 

i  said  R.  Petersen-Frey,  Inmed  president  and 
ve.  "This  financing  will  permit  our  company  to 
debt  in  such  a  way  as  to  reflect  the  use  of 
en  medium  and  short-term.  The  medium-term 
e  debt  will  be  used  in  large  part  to  purchase 
ion  equipment,"  he  added. 
rp.  manufactures  and  sells  some  350  medical 
products,  ranging  from  complicated  catheters 

!>r  anesthesiology,  urology  and  gastroenterology 

«wo-inch  gauze  squares  manufactured  in  a 

'iegrated  operation.  The  company's  1984  sales 

[a  million. 

l|R.  Petersen-Frey,  president  of  Inmed  at  3030 
lidge  Rd.,   Norcross,   Ga.   30071,   or  phone 

6)04.) 


I  MACEUTICALS,  INC.  O 

0  BEACH,  CA„  May  23, 1985— NMS  Pharmaceu- 
H(OTC-NMSI)  announced  today  that  effective 
b  the  operations  of  Medex  Laboratory  will  be 


assumed  by  Medical  Laboratory  Network  (MLN)  of  Ventura, 
California,  a  subsidiary  of  the  Mayo  Foundation  of  Roches- 
ter, Minnesota.  The  Medex  client  list  is  of  particular  interest 
to  Mayo. 

NMS  is  pleased  to  have  an  organization  as  dedicated  to  the 
medical  profession  as  Mayo  Foundation  to  continue  Medex's 
laboratory  services.  The  experience  and  commitment  of  the 
Mayo  Foundation,  together  with  its  willingness  to  try  NMS 
products  and  conduct  clinical  studies  on  NMS's  newly 
developed  products  may  add  substantial  financial  value  to 
the  transaction.  With  the  sale  to  Mayo,  NMS  has  freed  itself 
from  the  heavy  losses  incurred  in  the  past  at  Medex.  Now  NMS 
can  concentrate  on  the  development  and  sales  of  its 
professional  and  consumer  products.  The  Mayo  Foundation 
connection  should  have  great  significance  to  NMS  in  evaluat- 
ing the  clinical  efficacy  of  NMS  new  products. 

(Contact:  Jennifer  Anderson,  P.R.,  NMS  Pharmaceuticals, 
Inc.  1533  Monrovia  Ave.,  Newport  Beach,  CA  92663  (714) 
645-2111.) 


MANUFACTURED  HOMES,  INC.  O 

WINSTON-SALEM,  N.C.,  Apr.  29— Robert  M.  Sauls,  Chair- 
man of  the  Board  and  President  of  Manufactured  Homes, 
Inc.  (NASDAQ:  NMS:-MANH),  today  announced  that  revenues 
and  earnings  for  first  quarter  1985  established  a  new  record 
for  any  quarter  in  the  company's  history. 

Revenues  for  the  first  quarter  ended  March  31  were 
$11,140,914,  compared  to  $7,665,393  for  the  same  period 
of  1984,  an  increase  of  45  percent. 

Earnings  were  $864,036,  or  50  cents  per  share,  com- 
pared to  $527,313,  or  30  cents  per  share,  for  the  same 
period  of  1984,  an  increase  of  64  percent. 

Manufactured  Homes,  Inc.,  is  a  retailer  of  mobile  homes 
with  60  retail  outlets  located  primarily  in  North  Carolina, 
South  Carolina  and  Georgia,  including  Country  Squire  Mo- 
bile Homes,  Inc.,  acquired  in  March,  which  had  20  outlets. 

MANUFACTURED  HOMES,  INC. 
3  Mos.  Ended  3-31  1985  1984 

Net  revenues  $11,140,914  $7,665,393 

Earnings  bef.  inc.  taxes  1,658,036  1.014,063 

Income  taxes  794,000  486,750 

Net  earnings  864,036  527,313 

Per  share  $0.50  $0.30 

Average  shares  1,744,484  1,744,484 

(Contact:  Lloyd  G.  Stinson,  Chief  Financial  Officer,  Manu- 
factured Homes,  Inc.,  3410  Healey  Drive,  P.O.  Box  5688, 
Winston-Salem,  NC  27103,  or  phone  (919)  768-9890.) 


UNITED  ENERGY  RESOURCES  INC.  N 

HOUSTON,  TX.,  Apr.  25— United  Energy  Resources  Inc. 
(NYSE:  UER)  today  reported  unaudited  consolidated  net 
income  of  $30.2  million,  or  $1.09  per  share,  on  revenues  of 
$1  billion  for  the  first  quarter  of  1985,  compared  with  net 
income  of  $26.8  million,  or  96  cents  per  share,  on  revenues 
of  $1.1  billion  for  the  first  quarter  of  1984. 

J.  Hugh  Roff  Jr.,  UER's  Chairman,  President  and  Chief 
Executive  Officer,  stated,  "we  are  pleased  with  the  13 
percent  increase  in  net  income,  compared  with  the  first 
quarter  of  1984,  which  includes  the  effect  of  improved 
interstate  gas  sales  volumes  in  January  and  February, 
stimulated  by  colder  than  normal  weather.  We  anticipate 
that  the  natural  gas  industry  will  be  extremely  competitive 
at  least  through  the  remainder  of  the  year." 

UER,  through  its  subsidiaries,  is  engaged  in  natural  gas 
transmission;  oil  and  gas  exploration,  development  and 


production;  contract  drilling  and  well  servicing;  and  bulk 
liquids  terminaling  and  marketing. 

(Contact:  Marvin  L.  Brown,  Jr.,  Manager-Media  Relations, 
United  Energy  Resources,  Inc.,  P.O.  Box  1478,  Houston,  TX 
77001.  Phone:  (713)  229-5396.) 


UTL  CORPORATION  0 

DALLAS,  TX.,  May  3— UTL  Corp.  (OTC:  UTLC),  today 
reported  record  revenues  and  earnings  for  both  its  third 
quarter  and  nine  months  ended  March  31,  1985. 

For  the  quarter  ended  March  31, 1985,  net  income  rose  to 
$1,281,402  or  27  cents  per  share  on  revenues  of  $6,589,814 
compared  to  net  income  of  $1,058,056  or  22  cents  per  share 
on  revenues  of  $5,939,330  for  the  third  quarter  of  last  year. 

For  the  nine  months  ended  March  31,  1985,  net  income 
rose  to  $3,806,015  or  79  cents  per  share  on  revenues  of 
$19,455,107  compared  to  net  income  of  $3,023,563  or  63 
cents  per  share  on  revenues  of  $16,534,634  for  the  first 
nine  months  of  last  year. 

In  addition,  UTL's  backlog  of  orders  reached  an  all  time 
high  of  $61  million  at  the  end  of  the  quarter  ended  March 
31,  1985.  Backlog  at  the  end  of  its  third  quarter  of  1984 
totaled  $51  million. 

UTL  is  prime  defense  contractor  engaged  in  research, 
development  and  production  of  advanced  electronic  warfare 
systems. 

Note:  Copies  of  financial  publications  from  UTL  Corp.  can  be  obtained  without 
charge  by  calling  one  of  the  following  toll  free  numbers  inside  Texas:  800- 
492-6414,  Ext.  25;  outside  Texas  800-521-0583,  Ext.  25. 

(Contact:  John  Benson,  Secretary  &  Treasurer,  UTL  Corpo- 
ration, 4500  West  Mockingbird  Lane,  Dallas,  TX  75209. 
Phone:  (214)  350-7601.) 
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Forbes  has  720,000  sub- 
scribers and  a  total  readership 
of  almost  4  million.  92%  of 
Forbes'  subscribers  own  corp- 
orate stock,  with  average  hold- 
ings exceeding  $474,000.  Over 
half  are  involved  with  helping 
others  make  investments  deci- 
sions. Those  others  include  cor- 
porations, institutions,  pension 
funds,  trusts,  and  estates. 
Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 


FORBES 

MAGAZINE 

OFFERS  YOU  A 

MILLIONAIRE'S 

PARADISE 

LOCATED  IN  THE  EXOTIC  Fiji 
i  Islands,  Laucala  is  a  4.7  square- 
mile  island  that  offers  a  few 
discerning  people  the  vacation 
opportunity  of  a  lifetime. 

From  Laucala's  well-equipped  deep 
sea  boats,  fish  for  the  big  ones — Black 
Pacific  Sailfish,  Black  Marlin,  Shark 
and  feisty  Barracuda! 

Or  just  come  and  relax.  With  its 
privacy  and  modern  facilities,  exclusive 
Laucala  combines  all  the  natural 
attributes  of  a  tropical  paradise  without 
the  intrusion  of  the  normal  tourist 
routine.  A  real  "Bali  Hai"  for  those  who 
want,  and  can  afford,  the  best  in  sport 
fishing  and  vacationing. 

There  is  a  basic  charge  of  $1650  per 
person.  This  charge  covers  up  to  7  nights 
and  8  days  with  all  meals.  Included  in 
this  package  are  the  round  trip  flight  to 
and  from  Nadi  International,  and  use 
of  a  fishing  boat  (captain,  crew,  bait  and 
all  normal  gear)  for  4  days. 

Other  amenities  available  are: 
waterskiing,  snorkeling,  scuba  and 
swimming  pool. 

Laucala's  clear  azure  seas  provide 
a  magnificent  environment  for  under- 
water exploration  and  photography. 
The  waters  surrounding  the  island 
abound  with  rare  tropical  fish  and 
flowered  coral  reefs.  World-famous  60- 
mile-long  Heemskerck  Reef  is  a  great 
attraction  for  divers. 

For  information,  please  write: 
Noel  Douglas,  Forbes  Magazine 
60  Fifth  Ave.,  New  York,  NY  1001 1 
or  call  212/620-2461. 
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No  matter  what  the  commercials  sugges 
strenuous  physical  exercise  is  unlikely  fr 
help  your  love  life  and  may  even  harm  i  \ 


JOGGERS  ARE 
LOUSY  LOVERS 


l 


By  Srully  Blotnick 

IW" 

ii  in 

A  IP 

Leave  your  television  on  for  a  few 
hours  on  any  given  day  and  you  are 
almost  certain  to  see  a  commercial 
for  a  health  club,  home  exercise 
equipment  or  snazzy  sneakers — 
maybe  all  three.  The  beautiful  bod- 
ies glisten  with  sweat,  a  mantle 
they  wear  as  proudly  as  aristocrats 
of  old  wdre  their  capes,  and  glide 
smoothly  along  in  slow  motion. 
Their  owners  smile  alluringly  at  the 
camera  and  radiate  the  message, 
"You  too  can  be  as  healthy  and  vi- 
brant as  I  am.  Your  love  life  could  be 
simply  incredible.  Using  Brand  X 
when  I'm  working  out  did  it  for  me. 
It'll  do  the  same  for  you." 

Physical  fitness?  It  doesn't  re- 
quire a  genius  to  see  that  the  real 
promise  in  these  promotions  is  not 
better  muscle  tone  but  a  better  time 
in  the  sack.  The  fitness  crowd, 
whether  they  realize  it  or  not,  are 
really  selling  sex.  The  aphrodisiacs 
being  peddled  are  typically  named 
Nike,  Nautilus,  Adidas  and  Puma. 

Do  the  aphrodisiacs  work?  The 
answer  isn't  all  that  difficult  to  de- 
termine anymore.  I  remember  how 
surprised  I  was   when   the    1950s 

Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career . 
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came  to  an  end  and  people  becan>   ■"-1- 
less  reluctant  to  speak  about  sex.  I 
the  mid-1960s  couples  were  talkii    ,;;ri 
openly — and  I  was  taking  notes  fuii 
ously — about  topics  that  once  we>   : 
taboo.  You  no  longer  have  to  wojrf 
der  how  to  get  people  to  talk  abo> 
their  love   lives.   Often  now,  tl 
problem  is  getting  them  to  stop. 

Well,  does  jogging  improve  pw 
pie's  sex  lives?  As  a  first  step  towav    i:: 
rinding  out,  I  asked  653  health 
nonrunning  couples  how  often  thd 
made  love.  Each  partner  was  asktl 
the   question   without  his  or  h> 
spouse  present.  Only  if  both  ga^ 
the  same  answers — and  did  so  du 
ing  two  more  surveys  separated  ll' 
two  months  each — was  the  coupi 
included.  During  the  last  12  yea<  - 
the  husband  had  started  jogging  re,  ti  '■■ 
ularly  first  in  83  of  the  cases  dr    ^ 
met  this  criterion.  These  were  tl ' 
situations  I  was  waiting  for. 

Each  time  such  a  man  made  las 
minute  preparations  before  begii  '■'■■> 
ning  his  regimen,  I  got  a  few  fin.  f 
readings  on  the  frequency  of  h 
lovemaking.  Since  I  didn't  want  tl 
men  being  studied  to  know  what 
was  interested  in,  after  that  I  aske 
them  about  their  running  and  the 
wives  how  often  the  two  were  mal  *< 
ing  love.  To  make  the  question  le:  ~¥\ 
obvious  to  the  women,  it  was  » 
ways  thrown  in  offhandedly  wit 
other,  business-related  questions. 

The  results  in  each  case  wei 
soon  to  be  seen.  Take  Ken,  a  3< 
year-old  ad  agency  executive 
New  York  City,  whose  wife,  Care 
35,  was — and  is — pretty  blunt.  Hi 
response  to  my  question,  foi 
weeks  after  Ken  started  jogging  da 
ly:  "We  used  to  make  love  thn  - 
times  a  week.  We  have  done  so  on! 
once  a  week  since  he  started.  F 
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he's  'too  pooped.' " 
lis  case  was  representative  of 
ither  82 — the  typical  couple  cut 
ivemaking  in  half,  and  one  cou- 
in  five  reduced  frequency  by 
:-quarters.  Of  the  16  who 
ed  for  a  marathon,  9  reported 
their  love  lives  were  almost 
ely  extinguished  during  the 
ing  period.  Did  that  bother  the 
s?  It  certainly  did,  but  in  the 
ce  of  keeping  the  marriage  in- 
the  pair  often  hit  upon  an  effec- 
iolution:  The  wives  also  started 
ing.  That  is  what  Carol  did,  and 
e  then  stated:  "Now  it  doesn't 
er — I'm  too  tired,  too.  We  both 
sleep  at  ten  instead  of  twelve." 
>st  of  the  decrease  in  the  fre- 
cy  of  lovemaking  occurred  dur- 
le  first  six  to  eight  weeks  of  the 
and's  jogging.  This  was  the  pe- 
ahen he  was  most  likely  to  be 
ey-horsed  and  just  plain  achy, 
men  we  are  discussing  are  go- 
rs  (median  age,  38;  median  an- 
income,  $62,000)  and  tend  to 
lo  almost  anything  about 
b  they  become  enthusiastic. 
:e  most  joggers,  they  were  not 
ty  athletes  in  high  school  or 
5e,  where  they  concentrated 
ad  on  their  studies.  Only  re- 
y,  as  adults,  were  they  looking 
tke  up  for  that  lack.  Neverthe- 
it  wasn't  only  fatigue  that  de- 
td  their  love  life  to  a  mere 
>w  of  its  former  self.  Anxiety 
d  an  equally  important  role, 
jig  expended  so  much  energy 
ng  that  day,  they  were  afraid 
i  they  expended  still  more  in 
I'ith  their  wives,  cardiac  arrest 
t  occur.  Having  a  climax  sud- 
i  seemed  to  them  dangerous, 
be  the  husband  has  whipped 
plf  into  shape,  does  he  become 
|  lustful?  These  men  would 
o  find  out,  but  probably  never 
They  are  busy,  with  much 
to  be  done,  meetings  to  attend 
pusiness  trips  to  take.  Even 
jwho  aren't  that  busy  find  their 
ng  interrupted  by  weather,  ill- 
fatigue  and  a  bit  of  laziness, 
interruption  decreases  his  lev- 
pnditioning — you  lose  it  faster 
rou  gain  it.  In  spite  of  his  hero- 
>rt,  he  never  reaches  the  prom- 
ind  of  supersexuality. 
jif  you  enjoy  it,  but  do  so  in 
ption.  Recognize  that  the 
es  of  injuries  to  your  ankles, 
or  hips  are  high  (44  of  the  83 
ed  them)  and  the  chances  of 
;s  to  your  love  life  even  higher 
83  wives  reported  them).  ■ 


The  best 
reason 
to  choose 
Twentieth 
Century: 

the  21st 
century. 


The  21st  century  will  be  here  in  just  fifteen 
years.  Will  you  be  ready  financially?  One 
of  the  best  ways  to  prepare  for  the  future 
is  to  plan  now,  with  solid  investments  from 
Twentieth  Century  Investors.  Twentieth  Cen- 
tury offers  you  seven  different  mutual 
funds  to  choose  from,  and  an  impres- 
sive record  of  long-term  perfor- 
mance— performance  that  has  put 
us  among  the  top  long-term  funds 
in  the  country.  If  you  want  to  be  ready 
for  the  next  century,  work  with  this 
century:  Twentieth  Century  Investors. 
Want  to  know  more?  For  complete  informa- 
tion about   Twentieth   Century's  seven  funds, 
write  or  call  for  a  free  prospectus.  Please 
read  the  prospectus  carefully  before  investing. 


No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  prospectus  to: 

Name 


Address- 
City 


State- 


.  ZIP- 


P.O.  Box  200,  Kansas  City,  Missouri  64141  (816)  531-5575 


INVEST  IN  INDEPENDENCE! 


Michelle  Smithdas,  deaf-blind,  teaches 
braille  to  a  young  deaf-blind  woman  at 
the  Helen  Keller  National  Center,  using 
tactual  sign    language   to  communicate. 


Deaf-blind  individuals  want  and  need 
to  be  recognized  for  who  they  are  and 
what  they  can  do.  They  want  the  same 
opportunities  in  life  as  you  do. 

You  can  learn  to  communicate  with 
deaf-blind  persons,  find  out  how  a 
work  place  can  accommodate  a  deaf- 
blind  employee,  and  become  a  friend 
and  good  neighbor. 

Deaf-blind  people  invite  you  to  invest 
in  their  potential  —  to  help  them  gain 
independence  as  tax-paying  workers 
and  citizens.  To  find  out  what  you 
can  do,  contact  any  one  of  these 
organizations: 


American  Association 
of  the  Deaf-Blind 

(301)  459-2121 


American  Foundation 
for  the  Blind 

(212)  620-2067 


Gallaudet  College 

(202)  651-5005  (TDD  &  voice) 


Helen  Keller  National 
Center 

(516)  944-8900  (TDD  &  voice) 


North  American  Association 
for  Deaf-Blind  Persons 

(617)  254-4041  (TDD  &  voice) 


HELEN  KELLER  DEAF-BLIND  AWARENESS  WEEK 
June  23-29,  1985 
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Commodities 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 

l*                 m            9 

trr—rt 

^^■^a 

> 

Reliable  weather  forecasts  months  in  ad- 
vance would  give  fundamentalists  a 
priceless  edge  in  the  commodity  markets. 

WILL  IT  RAIN 
IN  AUGUST? 


sol  forms  a  belt  around  the  earth 
roughly  at  the  latitude  at  which  the 
eruption  took  place.  This  belt  filters 
the  sunlight  reaching  the  earth's 
surface,  thus  modifying  the  climate 
and  affecting  growing  conditions. 

In  the  early  summer  of  1983  Han- 
dler used  his  newly  formulated  ae- 
rosol theory  to  make  several  long- 
range  forecasts.  He  predicted  that 
the  U.S.  would  suffer  a  corn-belt 
drought;  that  there  would  be  no 
frost  in  Brazil;  and  that  the  U.S.S.R. 
would  have  a  better  crop  than  they 
had  had  in  1982.  In  fact,  the  U.S. 
suffered  a  record  drought,  with  corn 
yields  dropping  significantly;  there 
was  no  frost  in  Brazil;  and  the  Soviet 
grain  crop  was  up  by  15  million 
metric  tons.  In  1984  Handler  made 
eight  forecasts,  all  of  them  available 
for  six  months  or  more  before  har- 
vest. Seven  of  them  were  basically 
correct.  He  only  missed  when  he 
suggested  that  the  African  cocoa 
crop  would  be  down. 

Handler's  present  technique  al- 
lows him  to  modify  his  long-range 
forecasts  to  take  into  account 
shorter-term  indicators,  such  as  the 
position  of  the  jet  stream  during  the 
spring  and  early  summer.  He  has 
found  over  the  period  from  1866  to 
1984  a  very  strong  correlation  be- 
tween the  U.S.  corn  yield  and  the 
sea  surface  temperature  of  the  east- 
ern tropical  Pacific  Ocean,  com- 
monly called  "El  Nino." 

Handler  has  prepared  a  set  of  fore- 
casts for  this  year  based  on  his  indi- 
cators. He  is  estimating  a  corn  crop 
in  the  95-to-100-bushels-per-acre 
range;  the  U.S.  soybean  crop  at  28  to 
30  bushels  per  acre  (the  five-year 
averages  for  corn  and  beans  in  bush- 
els per  acre  are  100.1  and  28.6,  re- 
spectively); and  a  Soviet  grain  crop 


Long-range  weather  forecasting- 
like  the  weather  itself — seems  to  be 
something  that  everyone  likes  to 
talk  about  but  nobody  has  been  able 
to  do  much  about,  at  least  not  with 
much  proficiency.  It  is  clear,  as  far 
as  commodity  traders  are  con- 
cerned, that  an  accurate  long-range 
forecast  would  be  worth  its  weight 
in  Prince  tickets. 

Paul  Handler,  a  physics  professor 
at  the  University  of  Illinois,  be- 
lieves that  he  has  come  up  with  a 
method  of  producing  such  forecasts. 
He  admits  that  his  theories — inter- 
esting, even  if  not  the  last  word  in 
long-range  forecasting — are  contro- 
versial and  not  widely  accepted.  He 
has  made,  however,  some  forecasts 
that  would  have  made  you  finan- 
cially better  off  had  you  used  them 
as  a  basis  for  your  trading. 

Handler  believes  that  volcanic  ac- 
tion is  the  key  to  making  forecasts 
for  several  months  into  the  future. 
When  volcanoes  erupt,  they  shoot  a 
mixture  of  materials  into  the  air 
that  subsequently  form  a  "strato- 
spheric aerosol" — droplets  made  up 
primarily  of  sulfuric  acid  and  water 
that  can  hang  in  the  stratosphere  for 
years.  After  a  few  months  the  aero- 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


that  will  increase  by  20  millio 
25  million  metric  tons  over  1 
Readers  who  believe  that  Hand 
long-range  forecasting  could 
hance  their  trading  may  follow  is 
work  by  subscribing  to  Atlas  1  <g. 
casts  (217-344-5448). 

This  is  the  time  of  the  year  v* 
it  is  appropriate  to  look  at  one  o! 
favorite  spreads — December  w 
versus  corn.  This  spread  worl 
high  percentage  of  the  time  bee; 
it  takes  advantage  of  the  diffe 
harvest  times  of  the  two  cr 
Wheat  is  in  the  process  of  b 
harvested,  causing  supplies  tc 
burdensome  and  prices  depres 
while  corn  won't  be  harvested  i 
fall.  It  will  then  be  plentiful. 


Tis  the  season 


The  wheat  versus  corn  spre 
usually  is  put  on  in  late  spri 
and  removed  in  late  fall.  It's  r 
exciting  to  watch,  but  has  beei 
reliable  moneymaker,  showi 
profits  in  9  of  the  last  12  yean 


Year 


Week  ended Potei 

June  3*       Nov  11"        pro 


1973 


88.75  212.90       $  6,2 


1974 


128.35 


134.50 


1975 


77.95 


95.40 


1976 


111.13 


20.15 


1977 


9.03 


48.00 


1,9 


1978 


69.50  130.63  3,1 


1979 


106.75 


157.85 


2,5 


1980 


140.75 


145.95 


: 


1981 


91.15 


151.70 


3,0 


1982 


104.63 


99.10 


1983 


89.76 


(1.35)       -4,54 


1984 


75.62 


87.80 


"Price  differences  are  in  cents  per  bushel. 


Ill 

nd 


Given  the  strong  reliability 
this  spread,  I  think  it  is  worth  a 
again  this  year.  Try  to  buy  Dec 
ber  wheat/sell  December  com  \ 
the  wheat  at  less  than  a  75-< 
premium  to  the  corn.  Then  look 
at  least  a  35-cent  profit  ($1,750 
spread)  and  risk  no  more  thar 
cents  ($750  per  spread)  from  ) 
entry  point.  If  Handler's  fore 
turns  out  to  be  wrong  and  the  ( 
belt  shows  signs  of  drought,  pruc 
spreaders  would  exit  this  trade 
mediately.  The  margin  on  this  p 
tion  is  $500,  while  the  round-l 
commission  at  a  discount  brok< 
about  $50.  ■ 


.. 


to 
h 
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Value  Line  Pinpoints... 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 


ig  the  1700  stocks  under  intensive  year-round  review  by 
Line's  100  research  specialists,  only  96  now  offer  this 
ination:  (Value  Line  4/5/85) 

ach  of  these  stocks  is  now  accorded  a  superior  rank  (Group 
or  2)  by  Value  Line  for  Probable  Market  Performance  in  the 
ext  12  months.  This  means  we  think  they  will  give  stronger 
rice  performance  than  the  average  of  all  1 700  stocks  no  mat- 
•r  which  way  the  market  goes  during  the  year  ahead, 
ach  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
ne  for  Safety.  The  Safety  rank  is  based  on  the  stock's  price 
ability  and  the  company's  financial  strength  (each  of  which 
also  ranked  separately). 

opinion  of  Value  Line  research,  this  handful  of  stocks  offers 
ors  some  of  the  best  opportunities  to  capitalize  on  a  rising 
st  in  1985  and — at  the  same  time — retain  superior  protection 

event  of  a  general  decline. 

•dated  Every  Week 

week  Value  Line's  regular  Summary  &  Index  presents  up- 
;:e  ratings  of  EACH  of  1700  stocks  relative  to  all  others,  as 
is... 

•nk  for  Relative  Probable  Price  Performance  in  the  Next  12 
|>nths— ranging  from  1  (Highest)  down  to  5  (Lowest), 
ink  for  Investment  Safety  (from  1  down  to  5). 

timated  yield  in  the  Next  12  Months  (100  stocks  offer  yields 
}3.8%  and  up— Value  Line  4/5/85.) 

jtimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years- 
lowing  the  future  "target"  price  range  and  the  percentage 

ce  change  indicated.  (100  stocks  are  in  the  140%  to  810% 
nge— Value  Line  4/5/85.) 

rrent  price  and  P/E,  plus  estimated  annual  earnings  and 
jidends  in  current  12  months.  Also  the  stock's  Beta. 

y  latest  available  quarterly  earnings  results,  and  estimated 

•rterly  earnings  twelve  months  in  advance,  and  dividends, 

ether  with  year-earlier  comparisons. 

Jition,  each  of  the  1 700  stocks  is  the  subject  of  a  comprehen- 
iiew  full-page  Rating  &  Report  at  least  once  every  three 
i  is— including  22  series  of  vital  financial  and  operating 
lies  going  back  15  years  and  estimated  3  to  5  years  into  the 


IECIAL  OFFER 


Member  of  your  household  has  had  a  subscription  to  Value 
"i  the  last  two  years,  you  can  now  receive  the  complete  Value 
i  nvestment  Survey  for  the  next  10  weeks  for  only  $50  (about 
H  ie  regular  rate).  We  make  this  special  offer  because  we  have 
i  that  a  high  percentage  of  those  who  try  Value  Line  for  a 
Ijperiod  stay  with  it  on  a  long-term  basis.  The  increased  cir- 
pn  enables  us  to  provide  this  service  for  far  less  than  would 
v  o  be  charged  our  long-term  subscribers  were  their  number 
!>r.  Your  trial  will  include  the  following: 

ti  WEEK  a  new  SUMMARY  &  INDEX  MCtlon  (40  pages) . . . 

»1ig  the  current  ratings  of  1 700  stocks  for  future  relative  Price 
rtmance  and  Safety— together  with  their  Estimated  Yields 
die  latest  earnings,  dividends  and  P/E  data. 

EY  WEEK  a  new  RATINGS  &  REPORTS  section  (144  pages) 

•  »  h  full-page  analyses  of  about  1 30  stocks  During  the  course  of 
Ml 3  weeks,  new  full-page  reports  like  this  are  issued  on  all  1 700 
o ,  replacing  and  updating  the  previous  reports  which  will  be  sent  to 
U|eady  filed  in  your  binder  as  a  bonus.  Filing  takes  less  than  a 


minute  a  week.  All  »his  material  is  so  organized  in  your  binder  that  you 
can  quickly  turn  to  a  continually  updated  report  on  almost  any  leading 
stock. 

EVERY  WEEK  a  new  SELECTION  &  OPINION  section  . . .  with  a 
detailed  analysis  of  an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  including  the  Value  Line  Com- 
posite Average  of  more  than  1700  stocks. 

Plus  This  Bonus.- 
vaiue  Line's  complete  2000-page  Investors  Re- 
ference Service,  with  our  latest  full-page  reports 
on  all  stocks  under  review — fully  indexed  for  your 
immediate  reference — to  be  updated  by  new  re- 
ports sent  weekly. 

And  This  Bonus, Too... 

The  72-page  booklet,  "A  Subscriber's  Guide,"  which  explains  how  even 
inexperienced  investors  can  apply  thousands  of  hours  of  professional 
research  to  their  own  portfolios  by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in  the  next  1 2  months),  the 
other  for  Safety. 

Money-Back  Guarantee 

You  take  no  risk  in  accepting  this  special  offer.  If  you  are  not 
completely  satisfied  with  The  Value  Line  Investment  Survey,  just 
return  the  material  you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 


CALL  TOLL-FREE: 
If  you  have  MasterCard,  American  Express  or  Visa, 
phone  1-800-633-2252  (Ext.  281)  24  hrs.  7  days  a  week. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Value  Line,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 

Dept.  516B17 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $50  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 
D  Begin  my  1-Year  (52  issues)  subscription  for  $395  and  send  me 
the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  an- 
nual subscription.  ■  \^vi 

SPECIAL  EXTRA  BONUS  3™  V  I 

A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 
given  to  you  when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year. 
D  My  payment  is  enclosed.  D  Please  charge  to:  D  American  Exp. 

D  Master  Card  D  Visa  Expiration  Date  _ 

Account  # . 

This  subscription  is  tax-deductible  and  non-assignable. 
(N.Y.  residents  add  sales  tax.)  Allow  4  weeks  for  delivery. 


Signature 

Name 

Address 

Apt.  No. 

City 

State 

Zip 

Streetwalker 


Goodyear  radial 

The  big  story  is  the  oil  pipeline. 

Rubber  baron 

Goodyear  is  inexpensive  at  a  3% 
discount  to  book  value  when  the 
Dow  Jones  industrial  average  is  trad- 
ing at  a  30%  premium  to  book,  says 
James  Alexandre,  an  analyst  with 
Donaldson,  Lufkin  &  Jenrette  in  New 
York  City.  At  29,  Goodyear  is  also 
going  for  7.5  times  earnings. 

But  there's  more  to  Alexandre's  sto- 
ry than  an  asset  play.  He  believes  that 
the  $  1 0.2  billion  ( 1 984  revenues)  com- 
pany is  on  the  verge  of  realizing  re- 
wards from  Celeron,  the  Louisiana- 
based  natural  gas  company  it  acquired 
in  1983  for  approximately  $825  mil- 
lion in  stock. 

In  1983  Wall  Street  gave  the  acqui- 
sition a  loud  raspberry,  knocking 
$4.25  off  the  company's  shares  in  two 
days.  Indeed,  the  stock  has  never  gone 
as  high  as  it  was  before  that  deal.  But 
Alexandre  contends  that  Celeron's 
crude-oil  pipeline,  which  will  be  com- 
pleted in  1987,  promises  to  add  25 
cents  a  share  to  1987  earnings.  The 
pipeline  already  has  the  environmen- 
tal permits  it  needs,  and"  the  offshore 
California  fields  it  will  service  are 
starting  to  be  developed. 

Tires,  which  still  make  up  69%  of 
the  company's  profits,  don't  look  so 
good,  but  Goodyear  may  be  poised  to 
make  the  best  of  a  bad  situation.  Un- 
like competitors,  Goodyear  has  been 
investing  in  ultramodern  facilities; 
Alexandre  believes  those  could  pay 
off  with  a  healthy  increase  in  market 
share  over  the  next  several  years.  The 
growth  is  supposed  to  come  from  pas- 
senger radial  tires,  where  the  profit 
margins  are  widest. 

Since  the  dividend  of  $1.60  shows 
no  sign  of  weakness,  the  only  risk 
appears  to  be  that  the  stock  will  drift 
back  to  the  mid-20s—  Lisa  Gubernick 


Food  for  thought 

W'  hat's  with  all  the  asset-shuffling 
at  Farm  House  Foods  and  F/H  In- 
dustries? The  two  companies,  which 
have  interlocking  boards  and  own  a 
lot  of  each  other's  stock,  have  been 
buying  and  selling  like  traders  at  a 
bazaar.  On  the  basis  of  their  liquidat- 
ing values,  the  companies  look  cheap, 
but  the  stocks  aren't  moving.  That 
may  be  because  the  companies  have 
established  reputations  as  highly  lev- 
eraged empire-builders  with  erratic 
earnings. 

But  things  seem  to  be  changing,  at 
least  at  F/H  Industries.  Late  last  year 
the  company  sold  off  almost  all  its 
operations,  mostly  in  wholesale  and 
retail  food,  receiving  $64  million.  Af- 
ter paying  down  debt,  F/H  was  left 
with  $10.25  a  share  in  cash.  It  also  has 
an  interesting  assortment  of  stock  in 
companies  in  which  it  has  large  mi- 
nority stakes:  Convenient  Food  Mart, 
a  small  chain  of  food  stores;  CasaBlan- 
ca  Industries,  a  $55  million  (sales)  fan 
company;  and  affiliated  Farm  House 
Foods,  a  wholesaler  with  $1.4  billion 
in  sales.  Valuing  these  positions  at 
their  recent  o-t-c  quotes,  throwing  in 
something  for  F/H's  industrial  park, 
counting  the  cash  and  subtracting  lia- 
bilities gives  F/H  an  apparent  liqui- 
dating value  of  over  $13  a  share.  The 
stock  was-  recently  hovering  between 
9  and  10. 

On  the  horizon  are  more  acquisi- 
tions. Management  wants  to  use  the 
cash  to  invest  in  leveraged  buyouts  or 
stakes  in  public  companies.  Another 
possibility:  It  may  merge  with  its  par- 
ent, Farm  House  Foods,  which  owns 
60%  of  it. 

Farm  House  Foods  itself  appears  to 
be  in  the  market  for  acquisitions,  but 
the  aggressive  dealmaking  of  this 
team  from  Milwaukee  understand- 
ably makes  some  investors  edgy. 
Farm  House  is  suing  to  rescind  its 
purchase  of  a  Massachusetts  seafood 
distributor,  for  example.  Farm  House 
trades  at  4,  only  5  times  earnings,  but 
those  earnings  are  very  unstable. 

Verdict:  Either  one  of  these  outfits 
is  an  intriguing  buy  for  someone  with 
a  taste  for  risk. — Mark  Clifford 


Run  away  from  Home 

That  point-plus  drop  that  Home 
Depot  suffered  on  that  disappoint- 
ing first-quarter  report  may  be  only 
the  beginning.  The  NYSE-listed  At- 


lanta-based company   specialize  in 
selling  building  materials  to  d 
yourself  renovators,  and  it  has 
itself  to  The  Street  as  a  hot  grc 
company,  doubling  its  revenues  e 
year  since  1980.  P/E  ratio:  34. 

But,  says  Frank  Williams,  an 
lyst  with  Cantor,  Fitzgerald  &  C 
Boston,  "This  business  gets  cro\ 
awfully  quickly."  K  mart  and  1 
Grace  are  among  the  big  comp, 
expanding  their  do-it-yourself  | 
ing  operations. 

Home  Depot  entered  the  buil 
materials  business  in  south  Fk 
and  Atlanta,  areas  whose  clim 
both  economic  and  environme 
were    ideal.    The    company's    i 
recent  moves  have  been  into  Hou 
and  Detroit,  potentially  less  hos  i 
ble  terrain,  and  Williams  believes  it 
the  first-quarter  earnings  drop,  lot" 
14  cents  to  8  cents  a  share,  may  m 
the  last  disappointment. 

With  the  stock  trading  at  1 7  a  si 
Williams  thinks  Home  Depot  is  1 
ly  vulnerable. — L.G. 
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Home  Depot  build-it-yourself  store 
Is  there  an  end  to  the  growth? 


Wired  in  cable  operate 

Analyst  Alfred  Humphries  of  J  i 
.ver-based  Hanifen  Imhoff  qui  ' 
concedes  that  cheap  cable  televi 
stocks  are  tough  to  come  by.  Bi 
makes  an  exception  for  a  hornet  1 
company:  Jones  Intercable,  rec( 
trading  at  6'/2. 

With  a  price/earnings  ratio  ol  1 
Jones  doesn't  look  like  a  screai 
bargain.    But   for   a    cable-televi 
company,  cash  flow  is  more  irr 
tant    than    earnings.    Accordinj 
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jhries'  calculations,  Jones  is 
g  for  a  cheap  5.8  times  the  cash 
that  it  will  be  able  to  generate 
/ear.  Tele-Communications,  for 
pie,  sells  for  9  times  next  year's 
ted  cash  flow. 

is,  with  $11.2  million  in  1984 
lies,  owns  cable  systems  with 
30  subscribers  and  also  operates 
ponsor  for  limited  partnerships 
nvest  in  cable  deals.  For  that, 
gets  25%  of  the  profits  when- 
i  partnership  sells,  as  well  as  a 
jement  fee.  Generally  speaking, 
ompany  has  sold  partnership- 
1  cable  systems  after  five  to  six 
According  to  Humphries,  at 
$50  million  worth  of  systems 
go  on  the  block  over  the  next 
ears,  netting  Jones  upwards  of 
lillion. 

nphries  pegs  Jones  Intercable's 
ation  value  at  $11.25  per  share, 
[  73%  margin  above  the  share 
-L.G. 


standout 

:  all  California  savings  and  loans 
ly  junk  takeover  bonds  and  get 
:rouble  with  regulators.  Haw- 
i  Financial  Corp.  has  stuck  to 
.siness  it  knows  best:  At  the  end 
84  more  than  90%  of  Haw- 
:'s  loan  portfolio  was  in  real  es- 
The  Hawthorne,  Calif.-based 
(December  1984  assets,  $548 
n)  boasts  an  unusually  strong 
;e  sheet,  says  money  manager 
el  Price,  who  has  bought  45,000 
for  his  Mutual  Shares  fund  and 
portfolios.  Hawthorne's  year- 
uity  of  $36.5  million  was  6.6% 
ts,  twice  the  industry's  average, 
gs  last  year  were  up  17%,  to 
a  share,  giving  the  $29  stock  a 
5. 

-third  of  the  Hawthorne  loan 
io  is  in  adjustable  rate  mort- 
or    short-term     construction 
so  this  S&L  won't  be  killed  by  a 
I  to  high  interest  rates. 
I  but  not  least,  are  the  com- 
j  valuable  southern  California 
»tate  holdings,  carried  on  the 
or  below  market  value,  accord- 
Kim  Kiley,  an  analyst  with 
York-based    Fox-Pitt    Kelton. 
it  taking  the  undervalued  real 
into  consideration,  the  stock 
at  a  33%  discount  to  its  book 
if  $42  per  share, 
^holders  stand  to  do  well  if  the 
ijny  is  sold  soon.  Kiley  points 
lit  Great  Western  Savings  has 
n  offer  for  Citadel  worth  $34  a 
far  1.3  times  book.— L.G. 
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Why  you  deserve  more 

than  discounts  from  your 

discount  broker. 


"Certainly,  commission 
discounts  are  important.  But 
there  are  many  services  that  are 
just  as  important.  And  I  believe 
that  when  you  choose  a  broker- 
age firm,  you  should  get  a 
complete  package.  That  means 
discounts  and  services!' 

-  Charles  R.  Schwab,  Chairman  and  Founder 
You'll  get  these  services  at  Schwab: 

t/*  24-hour,  7-day-a-week  order  entry 
service.  So  you  can  place  your  trades 
whenever  it's  most  convenient  for  you. 

i/*  Instant  order  execution  on  most 
market  or  market  type  orders. 

\S  Increased  buying  power  with  low 
cost  margin  loans. 

(X  Over  200  no-load  and  low  load 
mutual  funds  that  you  can  buy  through 
your  Schwab  discount  brokerage 
account  It's  just  as  easy  as  buying 
stocks  (Prospectuses  available) 

\S  Clear,  comprehensive  account 
statements. 


iX  $2,500,000  protection  for 
your  securities  at  Schwab 
(limited  to  $100,000  tor  claims 
in  cash). 

iS  No  sales  pressure— ever. 

v*  Plus  discounts  of  up  to  76% 
on  commissions  compared 

to  rates  charged  by  full-commission 

firms. 

CALlTorLTr^rfoDAY" 

for  a  free  booklet  describing  Schwab's 
quality  services  and  discounted  commissions 

1-800-826-2700 

In  Nebraska  call  1-300-227-3800 

24  hours  a  day,  7  days  a  week. 

Charles  Schwab 


DISCOUNT  BROKERAGE 

Ul  A  BankAmenca  Company 


SiPC 


,       FOABY 

Americas  Largest  Discount  Brokerage  Firm 
Member  New  York  Stock  Exchange,  Inc. 

101  Montgomery  St., San  Francisco, CA  94104 


27  million  Americans 
can't  read  a  bedtime  story 


to  a  child. 


It's  because  27  million  adults  in  this  country 
simply  can't  read. 

Functional  illiteracy  has  become  an  epidemic, 
an  epidemic  that  has  reached  one  out  of  five 
Americans.  It  robs  them  of  a  decent  living;  it  robs 
them  of  self-respect;  it  robs  them  of  the  simplest 
of  human  pleasures,  like  reading  a  fairy  tale  to 
a  child. 

You  can  change  all  this  by  joining  the  fight 
against  illiteracy.  Call  the  Coalition  for  Literacy  at 
toll-free  1-800-228-8813  and  volunteer. 

Helping  takes  so  little.  And  illiteracy  robs 
people  of  so  much. 

Volunteer  Against  Illiteracy. 

The  only  degree  you  need 

is  a  degree  of  caring. 


alition  for  Literacy 
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THE  EXPERTS  AGREE  THAT  CENSORSHIP  WOR 


The  experts  have  always  agreed  that  censorship  is  the 
single  best  way  to  promote  agreement  on  an  idea.  Even  on 
a  bad  idea.  Censorship  worked  in  Nazi  Germany  and 
censorship  works  today  in  Iran,  Cuba  and  the  Soviet 
Union. 

Today,  a  few  so-called  "decency"  groups  are  trying 
to  make  censorship  work  in  America.  These  people  feel 
that  if  you  aren't  allowed  to  watch  "dangerous"  television 


programs  like  "Mash"  and  "The  Day  After,"  oil 
"immoral"  magazines  like  Ms.  and  Penthouse  or 
like  Ulysses  and  Huckleberry  Finn,  our  nation  will 
better  place. 

Fortunately,  in  America  you  don't  have  to  trus 
freedom  to  "experts."  You  have  the  freedom  to  say 
censorship.  Say  it  today — tomorrow  may  be  too  late 

Freedom  is  everybody's  business. 


This  message  is  sponsored  by  Penthouse  Magazine 


Flashbacks 


Edited  by  Dero  A.  Saunders 


?he  more  things  change. . . ." 
tns  from  past  issues  of  Forbes 

y  years  ago  in  Forbes 

the  issue  of  June  15,  1925)    . 

the  horse  is  passing  as  a  means 
y  delivery  transport  is  apparent 
en  the  most  casual  observer, 
is  figures  show  that,  whereas 
umber  of  horses  in  cities  and 
i  was  3,183,000  in  1910,  there 
reduction  to  1,706,000  in  1920. 
w  York  City  alone  the  number 
ses  has  decreased  from  108,036 
.7  to  fewer  than  50,000 " 

worst-managed  industry  in 
ica  is  coal.  .  .  .  Coal  operatives 
at  their  beck  and  call  far  more 
;rs  than  they  can  employ  regu- 

Were  the  industry  efficiently 
ged,  many  thousands  of  these 
:rs  would  be  released  for  useful 
yment,    and    those    remaining 

afford  to  work  for  a  lower  rate 
n  and  still  earn  more  than  they 
low.  .  .  .  The  whole  industry  is 
[uneconomic  basis." 

rt  B.  Fall,  Edward  L.  Doheny  and 
F.  Sinclair  have  been  reindicted 

shington  on  charges  of  conspir- 
defraud  the  government  in  the 
of  Teapot  Dome  and  Elk  Hills 

oil  reserves  to  the  Doheny  and 

ir  interests.   The   new  indict- 

allege  that  Mr.  Sinclair  gave 

00  in  Liberty  bonds  to  Mr.  Fall." 


years  ago 

be  issue  of  June  15,  1935) 

ig  his  [1932]  presidential  cam- 
Mr.  Roosevelt  proclaimed:  'I  ac- 
le  present  Administration  of  be- 
:  greatest  spending  Administra- 
peace  times,  in  all  our  history — 


one  which  has  piled  bureau  on  bureau, 
commission  on  commission,  and  has 
failed  to  anticipate  the  dire  needs  of 
reduced  earning  power  of  the  peo- 
ple. ...  I  regard  reduction  in  federal 
spending  as  one  of  the  most  important 
issues  of  this  campaign.  In  my  opinion, 
it  is  the  most  direct  and  effective  con- 
tribution that  government  can  make 
to  business.'  He  pledged  a  25%  reduc- 
tion in  the  cost  of  government." 

"If  any  conclusions  could  be  drawn 
from  the  course  of  things  during 
NRA's  first  two  weeks  in  the  grave, 
they  were  these: 

1.  Though  price-cutting  in  some 
fields  had  a  few  retailers  hanging  on 
the  ropes,  price-cutting  in  general  was 
neither  as  deep  nor  as  widespread  as 
many  had  feared. 

2.  [With]  exceptions,  independent 
retailers  rather  than  chains  were  the 
aggressors  in  cutting  prices. 

3.  Nearly  all  price  skirmishes  re- 
volved around  standard  and  widely 
advertised  lines  of  branded  merchan- 
dise used  as  cut-price  leaders. 

4.  In  many  cases,  prices  followed  a 
regular  pattern:  At  first  they  dropped 
precipitately,  then  they  tended  to 
bounce  back  to  a  level  slightly  below 
the  NRA  price." 

Twenty-five  years  ago 

(From  the  issue  of  June  15,  1960) 

"Barcelona:  It  would  be  pleasant  to  be 
able  to  report  that  Spain  is  sharing  fully 
in  the  economic  resurgence  that  has 
swept  Western  Europe.  Unfortunately, 
this  is  not  so.  Spanish  industry  and 
agriculture  are  both  somewhat  better 
off  today  .  .  .  but  that  is  not  saying 
much.  The  Iberian  Peninsula  remains 
not  only  the  poorest  area  in  Western 
Europe  but  the  most  stagnant." 

— Malcolm  S.  Forbes 


■5  American  Railway  Express  Co.  thought  electric  trucks  'indispensable 
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Atlas  Corp.  founder  and  longtime  Presi- 
dent Floyd  Odium  retired  in  I960 

"Wall  Street  oldsters  blinked  with 
disbelief  last  month,  but  there  was  no 
denying  the  fact:  The  Tennessee  Val- 
ley Authority  was  in  town  to  pave  the 
way  for  its  first  bond  financing 
ever.  .  .  .Their  truce  terms  were  stiff: 
a  rating  'higher  than  the  top  risk  pub- 
lic utility  obligations  of  private  corpo- 
rations' for  the  $500  million  in  rev- 
enue bonds  that  TVA  plans  to  market 
in  the  next  four  years." 

Ten  years  ago 

(From  the  issue  of  June  15,  1975) 

"I  refuse  to  attach  a  permanence  to 
anything  I  see  around  me — including 
the  pessimism  I  read  today  in  the  Wall 
Street  Journal.  With  my  60  years  of 
experience,  I  can't  tell  you  that  any  of 
the  enormous  developments  I've  wit- 
nessed, including  two  world  wars  and 
the  spread  of  communism,  have  had 
any  identifiable  long-term  effect  on 
common  stock  investment.  When  I 
started  in  the  investment  business  .  .  . 
World  War  I  closed  down  the  New 
York  Stock  Exchange  for  five  months. 
It  looked  as  if  the  end  of  the  world  had 
happened,  but  after  a  year  and  a  half 
we  were  in  the  midst  of  a  raging  bull 
market.  Six  months  ago  all  you  need- 
ed was  a  minimum  of  intelligence  and 
a  maximum  of  courage  to  be  bullish. 
That's  changed,  of  course.  Now  it  re- 
quires less  courage  but  more  intelli- 
gence to  find  the  values." 

— Analyst  Benjamin  Graham 
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There  are  but  two  ways  of 
paying  debt — increase  of 
industry  in  raising  income; 
increase  of  thrift  in  laying 
it  out. 
Thomas  Carlyle 


Economy  for  the  mere  sake  of 
money  is  no  doubt  mean,  but 
economy  for  the  sake  of 
independence  is  right  and  manly. 
John  Lubbock 


Economy  is  half  the  battle  of 
life;  it  is  not  so  hard  to 
earn  money  as  to  spend  it  well. 
Charles  Spurgeon 


When  you're  down  and  out, 
something  always  turns  up — 
and  it's  usually  the 
noses  of  your  friends. 
Orson  Welles 


It  is  better  to  have 
a  permanent  income  than 
to  be  fascinating. 
Oscar  Wilde 


Wealth,  after  all,  is  a 
relative  thing,  since  he 
that  has  little  and  wants 
less,  is  richer  than  he  that 
has  much  and  wants  more. 
Caleb  Colton 


The  most  miserable  fortune 
is  the  safest,  for  there' is 
no  fear  of  anything  worse. 
Ovid 


The  difference  between 
a  clerk  who  spends  all  his 
salary  and  the  clerk  who 
saves  a  part  of  it,  is  the 
difference  between  the  owner 
of  a  business  and  the  man 
who  is  out  of  a  job. 
John  Wanamaker 


A  prosperous  fool 
is  a  grievous  burden. 
Aeschylus 


Thoughts 

on  the  Business  of  Life 


Andrew  Carnegie  once  said: 
'T/je  first  thing  that  a  man 
should  learn  to  do  is  to  save 
his  money. . . .  Thrift  not  only 
develops  the  fortune,  but 
it  develops  also  the  man 's 
character. "  Savings  are  your 
stored-up  labor.  You  can 
exchange  this  stored-up  labor 
for  things  you  desire.  A 
bank  account  raises  self-respect, 
increases  self-confidence, 
strengthens  peace  of  mind, 
and  thereby  makes  a  better 
employee,  a  better  citizen, 
a  better  parent. 
B.C.  Forbes 


In  touching  money  we  touch 
the  keystone  of  character. 
John  Ruskin 


Bring  your  desires  down  to 
your  present  means.  Increase 
them  only  when  your  increased 
means  permit. 
Aristotle 


No  man  should  accumulate 
money  and  not  use  it. 
Robert  Dollar 


Wages  should  be  reckoned 
not  by  numbers  of  pounds 
or  dollars,  but  in  purchasing 
power  of  good  things — of 
beauty  as  well  as  bread. 
Philip  Gibbs 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume^editToh  "of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes'Inc,  60 Fifth  Ave.,  New  York, 
N.Y.  10011.  Ad%  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Prosperity  is  only  an 
instrument  to  be  used,  not 
a  deity  to  be  worshipped. 
Calvin  Coolidge 


The  use  of  money  is  all  the 
advantage  there  is  in  having  it. 
Benjamin  Franklin 


He  will  always  be  a  slave 
who  does  not  know  how  to 
live  upon  a  little. 
Horace 


We  are  all  of  us  richer 
than  we  think  we  are. 
Michel  de  Montaigne 


A  man  who  accepts  any  share 
which  he  has  not  earned  in 
another  man's  capital  cannot 
be  an  independent  citizen. 
William  Graham  Sumner 


A  Text . . . 

Therefore  I  say  unto  you, 
What  things  soever  ye  desire 
when  ye  pray,  believe  that 
ye  receive  them,  and  ye 
shall  have  them. 
Mark  11:24 


Sent  in  by  Jeanne  Martin,  Worcester,  M 
What's  your  favorite  text?  The  Forbes  Sa  U 
book  of  Thoughts  on  the  Business  of  Lif  [' 
presented  to  senders  of  texts  used. 
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Practice  economy  and  self- 
denial  now,  and  later  in 
your  life  they  will  yield 
handsome  dividends.  The 
instinct  of  self-preservation 
should  inspire  you  with  the 
determination  to  work  and  save 
Grenville  Kleiser 


We  all 'covet  wealth, 
but  not  its  perils. 
Jean  de  La  Bruyere 
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The  secret  of  Partagas 
brings  back  memories  of  Havana. 


A  generation 
ago,  Havana  was 
the  citadel  of 
cigars. 

But  once  the 
Castro  regime 
confiscated  their  cigar  companies, 
the  great  Cuban  cigar-makers 
disappeared  like  a  vanished 
breed . 

One  of  those  men,  Ramon 
Cifuentes,  was  determined  to 
pursue  his  craft  only  if  he  could 
create  the  environment  in  which  he 
and  his  father  had  made  Partagas 
Cigars  in  Havana. 


He  did  not  have  to  travel  far,  for 
it  is  in  the  Dominican  tobacco 
center  of  Santiago  that  Ramon 
Cifuentes  and  his  artisans  have 
continued  the  uncompromising 
Partagas  tradition. 

Their  secret  is  in  the  leaves  and 
in  the  time  it  takes  to  cure,  age, 
blend,  bunch,  mold,  roll  and  wrap 
each  cigar  by  hand.  And  almost 
three  years  after  the  leaves  are 
harvested,  each  finished  cigar  is 
still  not  a  Partagas  until,  like  a 
fine  wine  aging  in  a  cask  of  oak, 
it  is  fully  aged  in  a  room  of 
Spanish  cedar. 

PARTAGAS 


To  fully  appreciate  this  painstaking 
art,  simply  reward  your  senses  with 
a  Partagas.  To  touch  its  silken 
wrapper,  to  taste  its  subtle  flavor  and 
to  savor  its  distinctive  aroma  is  a 
pleasure  beyond  words. 

This  Father's  Day,  ask  your  favorite 
smoke  shop  for  Partagas  Premium 
Cigars  in  the  length  and  ring  gauge 
made  for  you.  Whether  you  purchase 
these  legendary  cigars  singly,  in 
paquets  of  10  or  in  hand-made  cedar 
boxes,  you  can  be  certain  that  they  are 
made  as  they  are  smoked — one  by  one. 

Ramon  Cifuentes  will  have  it  no 
other  way. 
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GARY  JOBSON 

HOME:  Annapolis,  MD. 

AGE:  34 

OCCUPATION:  Yacht-racing  tactician;  author; 
lecturer;  editor-at-large,  The  Yacht. 

HOBBY:  Trying  to  stay  home  for  more  than  a 
week  at  a  time. 

LAST  BOOK  WRITTEN:  Storm  Sailing. 

LATEST  ACCOMPLISHMENT:  Tactician  of  a 
1983  America's  Cup  contender;  created  the 
Liberty  Cup,  a  new  world-class  yacht-racing 
event  in  New  York  Harbor. 

WHY  I  DO  WHAT  I  DO:  "When  you  can  make 
a  living  doing  what  you  like  most,  you  don't  really 
have  a  choice!' 

QUOTE:  "If  you  can't  tie  good  knots,  tie  plenty 
of  them!'  , 

PROFILE:  Has  a  talent  for  being 
at  the  right  place  at  the  right  time. 
Namely,  the  finish  line. 

HIS  SCOTCH:  "Dewar's 'White 
Label!  When  the  race  is  over, 
the  only  thing  that  can  match 
the  taste  of  victory  is  a  Dewar's 
and  soda!' 
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